STATE OF ILLINg:lS ) 1 MR, KALTENBACH: Good Morning, your Honor,
COU',\'JE(% ﬁcﬁéfié)’#ﬁg Nng- ‘éﬁf\?,‘j S&L\J‘Ngf’ | éLch)'r[}‘O’S 2 Barry Kaltenbach for the plaintiff.
TOWNSHP TRUSTEES OF SGHOOLS) 3 MR. LeMOINE: Good moming, your Honor. .
TOUANSHIP 38 NORTH, RANGE 12 ) 4 Charles LeMoine, L-e-M-o0-i-n-g, here on behalf of the :
Vs, P'ai"'m‘))m,_ 13 CH 23386 5  defendant and also the movant,
BTS%%SICTTOZ\’gQSHIP SGH)OOL ) 6 THE COURT: Wait a second. Charles LeMoine is for the
Defendant. ) 7 defendant. And for plaintiff again? I'm sorry.
8 MR. KALTENBACH: Barry Kaltenbach, K-a-I-t-e-n-b-a-c-h.
ot o e s S oy, Dot whofadbeentendno e fetes !
e Zrd o of Sopiember, 2014, f o ot f 1040 2. g :
11 THE COURT: Allright. And then there was a Gerald. 5
12 MR. KALTENBACH: Gerald Kubasiak. He has another
Reporled By; Ronda L. Jonas, CSR, RFR 13 hearing this morning, your Honor, at 11:00. -So he's not ] :
Llcense No: 084-002728, 14 here. ‘
15 THE COURT: Allright. Goodness, | remember the pain |
16 was in in your first filing. This one was much better, much
17 better, but of course 1 learned a lot about this transaction,
18 statutory transaction. So it felt a little more familiar
19 than my first time through. | also noticed that I'm not
20 addressing latches at this time. This argument is focused on
21  statute of limitations and that, too, is a help. So you may
22  argue. :
23 MR. LeMOINE: Thank you, your Honor, Judge, as you can
24 tell, and [ think this refreshes your memory from before, but
1 3l
1 APPEARANCES: 1 there's really three areas that we were being sued for. One
2 KUBASIAK, FYLSTRA, THORPE & ROTUNNDO, P.C. . 2  was audit expenses. One was interest overpayments. One was
3 BY: MR. BARRY P. KALTENBACH 3 this pro.rata share of annual operating expenses for the
4 20 South Clark Street, 29th Floor 4  TTO's office. The fime periods that are at issue are
5 Chicago, [llinois 60603 5  somewhat different between those three. Audit expenses is
6 (312) 630-9600 6 1993 through 2011. Interest overpayments is 1995 through
7 bkaltenbach@kfirlaw.com 7  2012. The annual operating expenses is from 2000 to 2011.
8 Representing the Plaintiff; 8 The basis of the motion is really — and |
9 . : 9  hate fo use the word the Court erred in applying the law
10 DYKEMA GOSSETT 10 but—
1 BY: MR. CHARLES A. LeMOINE 11 THE COURT: Well, you know, I will say, and | think the
12 10 South Wacker Drive, Suite 2300 12 record reflects, that the Court also was confused by the
13 Chicago, !llinois 60606 13  pleadings and everything that was previously filed, Sol
14 (312) 876-1700 14 truly invited an opportunity to be better educated in this,
15 clemoine@dykema.com 16 and thank you.
16 Representing the Defendant. 16 MR. LeMOINE: And we did appreciate that because, you
A7 17 know, as you know, most of the law in this case happened when
18 18  Abraham Lincoln I think was ~
19 19 THE COURT: 18887 K
20 20 MR. LeMOINE: Yeah. ;
21 21 THE COURT: That was the date of the case, if |
22 22 remember, the seminal case.
23 23 MR. LeMOINE: | don't know if he was or not.
24 THE COURT: 1890,
41
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MR. KALTENBACH: School directors was a ~ | think '83,

MR. LeMOINE; It's an old case. So—

THE COURT: Ancient would be another word you could use.

MR. LeMOINE: Unfortunately, you know, as you can
probably imagine there doesn't appear to be ico many disputes
that have occurred in this context which is why we have to go
back so far in time. Butwhen you look at the verified
compiaint, you know -- and that's really all you have in
front of you for purposes of the motion to dismiss -- nowhere
in this complaint do they either allege either generally or
specifically that the money that they're seeking is in fact
public funds. ;fhey make that argument in their response.
They say, "This is public funds. This is public, public,
public." But nowhere do they explain nor does the case law
support the argument that it's public funds.

THE COURT: Well, | thought they had shifted their
argument really to another phrasing of the issue.

MR. LeMOINE: Public trust, public funds, you know, they
seem to be using them -

THE COURT: Here's what | want you to do.

MR. LeMOINE: — interchangeably,

THE COURT: Yeah. We have three pots of money, and
there are also a lot of arguments being made about whether

monies are being addressed because the trustees do a book
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matters that were not alleged in the complaint, and there's
no support for the facts that seem to be relied on, So that
creates another difficulty the Court has in figuring out what :;
to do with the statute of limitations argument. ‘

MR. LeMOINE: | éei that, and 1 think if you look just
at the complaint as they have pled it, they --

THE COURT: As to the audit expenses.

MR. LeMOINE: Yeah. And we can read exactly what they
say about the audit expenses, and Il read it into the
record. This is Paragraph 16 on Page 4. "Between 1993 and
2011 and at Disfrict 204's request the TTO paid Baker Tilly
$473,174.85 for audit services rendered to District 204 that
was owed by District 204 and not the TTO." The rest of it
talks about demaﬁd for payment, but that's irrelevant. That

goes to the element of the claim. So those are the only
facts --

THE COURT: Yes.

MR, LeMOINE: ~ that they have allegéd. And if you
look at the case law, the case law says in that situaﬁpn it

cannot be a public trust. 1t cannot be public funds because

the money left. It went from TTO to Baker Tilly, They paid
it. They admit they paid it. They can't come back here and
say it's different. Those are —

THE COURT: Unless they amend their complaint.

W o N ;AW N =

N
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accounting statement. Therefore, the argument is made that
the trustees have not actually let money go. So | think
talking specifically about what money it is, how that money
was handled , because it's different --

MR. LeMOINE: Okay.

THE COURT: And wheﬁ | reviewed it - and let me just -

MR. LeMOINE: Sure.v

THE COURT: -- say to you that when | went through
trying to figure out again what you all were talking about,
the categories of the monies became important, and so why
don't you take it category by category.

MR. LeMOINE: Okay. That certainly makes sense.

THE COURT: Andthen array the legal arguments with
respect to those categories.

MR. LeMOINE: All right. The first category, they call
it audit expenses, and as | understand how this worked -- and
this was an extremely unusual set of circumstances --

THE COURT: And reference what is alleged in the
complaint because it may well be since this is a 2.615 rather
than 2.619 - it's a motion to reconsider, and then the
question becomes whether you're addressing it as 2.815 or
2,619 and do | have fo consider evidence outside the four
corners of the complaint or not. That, 1 think, is one of
the problems here because there was a (ot of addressing of

6

O 0 N O U obh W =

NN NN 2 2O a4 A ma A s o a
W N = O W 0 ~N O O h W N = O

24

-made to the district, correct?

MR. LeMOINE: Unless they amend their complaint.
THE COURT: All right. So insofar as Baker Tilly is
concerned these monies are no longer as alleged in the

complaint in the custody of the trustee. They have been paid
out and thus -- and the last payment out was 2011.

MR. LeMOINE: 2011, somatime in 2011.

THE COURT: So insofar as a statute of limitations on ‘
the face of the complaint, the statute of limitations would »
prevent any arguments about payments to Baker Tilly prior
to - what's the date? ‘

MR. LeMOINE: October 17, 2008. Tﬁat's five years to
the date that they filed. ' :,

THE COURT: All right. So anything paid out prior to
chober 17, 2008, based upon the allegations in the complaint
could not be fitigated.

MR. LeMOINE: They cannot be.

THE COURT: Aliright. Move to the next category.

MR. LeMOINE: All right. Interest overpayments. All
right.

THE COURT: Now, these are payments that the trustee

MR, LeMOINE: Yes. And here's what happens. The
district places a -
THE COURT: Allegations in the complaint now.

gl
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1 MR. LeMOINE: Il read it on point. Okay. i MR. LeMOINE: No, you're not. This is - it takes time.
2 THE COURT: That's the problem with the complaint. 2 So, here, | will give you a copy of 8.7 just if you need to
3 MR. LeMOINE: Yeah. They talk aboui the interest 3 follow along. '
4 investments, but there's very little in the way of any real 4 THE COURT: Oh, yeah. ‘
5 facts explaining the process. 5 MR. LeMOINE: Okay. Allright. So if you go down about
6 THE COURT: No. 6  midway on 8.7, you see where there's a citation to
7 MR. LeMOINE: So | could elaborate -~ 7  Section 5-1? It's kind of in the middle. '
8 THE COURT: No. But that would be outside the record. 8 THE COURT: Yes. .
9 MR. LeMOINE: Right. 8  MR.LeMOINE: Aliright. So right after this - this is
10 THE COURT: And have you offered documents or evidence {i 10  the, language that follows: “Shall be --" And it's talking
11 orwhatever to support that? ) 11 about TTO. "Shall be the only lawful custodian of all school
12 MR. LeMOINE: Okay. | don't have any documents yet, but 12 funds and shall demand receipt for, safely keep according to
13 you canread the statute which is what they rely on in their 13 law all bonds, mortgages, notes, monies, effects, books and
14 complaint. In fact, in their response they cite it. It's 14  papers belonging to any schooal district or township as the
15 1{051L.CS - 16 case may be which he serves as treasurer.” So all they are
16 THE COURT: Allright. | want to - the reason - | 16 --this is nodifferent than a school treasurer that works
17 know this is a motion to reconsider. That's why | want to 17  for a school district. He's an agent. He's a personwho has
18 fie the arguments first to the allegations in the complaint, 18 authority, but'it doesn't become his money, and it could
19 and then of course the Court can consider law. So the 19 never become the TTO's money. It's never their money.
20  interest payment is addressed where? Counsel, can you help? 20 THE COURT: But they're the custodian of the money.
21 Imean, it's either here or not here. 21 MR. LeMOINE: Okay. Letme --we'll follow that thread. [}
22 MR. KALTENBACH: Are we talking about the -- 22 | So godown about five lines and see where the citation to 8-1
23 THE COURT: The interest payment. 23 s, 105 ILCS 5/801.
24 MR. KALTENBACH: The interest. Okay. 24 THE COURT: Yes.
" 9 1|
1 THE COURT: Overpayment. 1 MR. LeMOINE; Okay. The language after that reads,
2 MR. KALTENBACH: Iapolog>ize, your Honor. | didn't 2 "Shall designate one.or more banks, savings and loan
3 draft this complaint. 3  associations situated in the State of lllincis in which
4 THE COURT: Well, I'm thinking that this complaint needs 4 school funds and monies in the custody of the township L
5  to be drafted again if the Court and the parties are going to 5 {reasurer or of the school treasurer shall be kept” So
6  try to do something in the interest of justice here. 6  basically they take our money, and they put it in the bank.
7 MR. KALTENBACH: I'm happy to respond to that argument, 7  If'sourmoney. It doesn't become their money.
8  your Horor. 1 believe it's -- ’ 8 THE COURT: Butf who has — but who signs checks off the :
9 MR. LeMOINE: It's Paragraph 14 is the only one. it's 9  bank? Apparently -
10 the only one in here that even talks about it. 10 MR, LeMOINE: They can but that's -
11 MR. KALTENBACH: I'm sorry. Yeah, that's correct, 11 THE COURT: But the district can't go and grab that
12 counsel, 12 money without the trustee signing off on a check to give it
13 MR, LeMOINE: And, Judge, if you look at it, it says, 13 tothem —
14 “District 204 was allocated and paid --" Those are their 14 MR. LeMOINE: All the — .
15 words. "-$1,380,496.53." That's what they an allege. 15 THE COURT: ~ unless they are by statute a cosigner.
16 THE COURT: Well, that is a conclusion, paid. So what 16 MR. LeMOINE: The district —and | don't — [ can't
17 we don't have is whether a check was -- how the payment was 17  answer the exact way in which funds left because | don't have
18 recbrded. So that means that -- okay. So tell me about the 18  thatinformation yet, but what it does say — here, if you go
19 statute theﬁ. ’ 19 down even to the bottom of the page, the tast three lines -
20 MR. LeMOINE: Okay. Because [ think - 20 THE COURT: Allright. I'm going there.
21 THE COURT: Because that might explain what paid means. 21 MR. LeMOINE: We're stili anit. "The township
22 MR. LeMOINE: Exactly. | think you have to understand 22 treasurer or the school freasurer shall be discharged from
23 it and that's where | was getting. 23 responsibility for such funds and monies which he deposits in
24 THE COURT: Aliright. I'm slow, but I'm following you. 24  adepository so designated while such funds and monies are so

12|
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1 deposited.” So all he's doing is acting as an authority to 1 individual participating member is ascertained by dividing
2 sign a check just like a school treasurer has authority to 2 the fotal amount of school funds handled by the treasurer,

'3 sign checks. It's not the treasurer's money. 3 not in their possession, handled by the amount of funds held
4 THE COURT: Okay. Let's move to the next one which is 4 by the treasurer that belong to the individual participating
5 the- 5 nﬁember," in quotes, “the pro rata billing." So, once -again, ;
6 MR. KALTENBACH: Operating expense. 6 they say, "It's our money. We can bill you for the money
7 - THE COURT: - pro rata share of operating expenses. 7  that we handle over a period of ime."* And, Judge, keep in
8 MR. LeMOINE: Okay. Can | just have one more - | just 8 mind a school district — monies come in. Monies come out. :
9  wantto add one more point. This is on the same concept, 9  That's what they do. Every year monies come in. Monies come

10 THE COURT: Okay. ) 10 out. And if you take their argument to its logical extreme, :

11 MR. LeMOINE: This is In Section 8-17. This is duties 11 itmeans every dollar that ever went into their office in a

12 ofthe treasurer. 12 20-year period somehow they have controt over.

13 THE COURT: Okay. Good. 13 THE COURT: Okay. Prior —

14 MR. LeMOINE: Here's a copy of that for the Court. In 14 MR. LeMOINE: It can'tbe.

156 Secfion 2 it stafes ~ 15 THE COURT: Hangon. Prior to fiscal year 1999 the

16 THE COURT: Wait, wait. 8-17? 16 . trustee asked the District 204 to pay, and they paid. Money -

17 MR. LeMOINE: 8-17, Duties of Treasurer, Section 2, "Pay 17 went from the district to the trustee to pay for the

18 alllawful orders Issued by the school board of any district 18  operafing expenses. ,

19 in his township.” So, once again, if's the authprity to sign 19 MR. LeMOINE: A check was written. ‘

20 acheck. When the schoo! district says pay a bill, he has to 20 THE COURT: By the disrict - ;

21 cuta check and pay a bill. That's his duties and 21 MR. LeMOINE: Yes. ' ’

22 responsibilities, and it doesn't give them unlimited 22 THE COURT: - payahle to the trustee, and in each

23 authority over the money. All it does is give them the right .23 fiscal year 2000 through 2012 there was a determination of !

24 1o, you know, accomplish a task. 24  the amount on an annual basis, and I guess they asked for the !

13 ‘ 15[,

1 THE COURT: Okay. 1 money. Did they? I'm looking through the rest of the
2 MR. LeMOINE: That's what this is saying. All right. 2 allegations fo see if the trustee/treasurer asked for money
3 Soyouwanted me fo talk about — 3 from the district which the district did not pay. So where ‘
4 THE COURT: The pro rata share. 4  dothey allege that the district did not pay a billing? j
5 MR. LeMOINE: - prorata. Okay. So the -- 5 MR. KALTENBACH: Your Honor --
8 THE COURT: Now, this is money that the -- unlike the 6 THE COURT: Yes, you can answer that,
7 tustee paying it to the district this is money the district 7 - MR.LeMOINE: It'sin Paragraph12.
8  isto pay to the trustee which is a litfle different kind of 8 MR. KALTENBACH: In Paragraph 9 we allege there were :
9  asituation, . 9  invoices; again, in 10 invoices, | believe in 11 invoices,

10 MR, LeMOINE: I's different, but what's important about 10  and thenin 12 is the failure.

11 thatis they have to ask us for the money. They can'tjust 11 MR. LeMOINE: Yeah. 12, it says‘ "Between fiscal year

12 take the money out. That's what this is all about. Theyre 12 June 30, 2003, and the present District 204 falled to pay any

13 saying, "We submit an invoice to you. You're supposed to 13  portion of its share of the pro rata billings.”

14 pay, and if you don't pay, we have some legal right to get 14 THE COURT: Aliright. So there's an allegation that

15 that money back." Soitis tﬁe same as we're falking about 16  the district was billed for its share between 2003 and the

16 with these other things. It's our money. K's in er 16  present and the district hasn't paid. So the statute of

17 account. We ownit. We conirol it. They have o come to 17  limitations there, it's apparent, that would run from what?

18 us. 18  Again October 17 —

19 THE COURT: Just a second. Just a second. Justa 19 MR. LeMOINE: From October 17th. >

20  second. Shon me the allegation in the complaint about the 20 THE COURT: -- 20082 :

21 share of operating expenses. 21 MR, LeMOINE: '8.

22 MR. LeMOINE: Okay. [ think you have to start with this 22 THE COURT: To try to get that money from the district

23  paragraph which is 7. This is on Page 2. "In accordance 23 togo pay them. J

24 with 5/8-4 of the lllinois School Code the amount owed by an 24 MR. LeMOINE: Correct.

16|
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THE COURT: Okay. So, now, let's see the defenses to
the statute of limitations argument that are being made based
upon the complaint.

MR. KALTENBACH: Your Honor, thank you. I'm happy to
walk through those defenses.

I want to start for a minute though by saying
there is an awful lot of factual intensive analysis that the
Court is attempting to do and that the parties are talking
about. And, needless to say, | understand it's a motion to
dismiss. The Court doesn't_ have -- the parties haven't had a
chance to develop a full factual record. The cases that
counsel relies on, school directors Arnold and Brown, none of
those appear to héve been decided on a mation to dismiss.
Arnold and Brown were decided on trial, and school directors
referenced that — the Court had held a hearing. | don't
know what "hearing" meant back in the 1800s. | don't know if
it was an oral hearing. | don't know if it was an
evidentiary hearing. But in those cases the motions to
dismiss were decided at least after one hearing and after two
trials -

THE COURT: Lets just figure out what's going on here

in terms of the allegations because we know what the law is

now with respect to statute of limitations. We don't have
to -~

17

W 0 NG S W N e

NONON NN 2 A S e oWl w2
BWN SO 0N A NN s O

- concemn is this complaint is so bare bones it does not

today. They can assert it as an affirmative defense just

us.

THE COURT: Well, where is the "should have" and under
what basis is the "should have" béing alleged?

MR. KALTENBACH: Well, your Honor, we allege — and |
think the fair inference is that they engaged Baker Tilly to
perform auditing services — ¢

THE COURT: Let's see what you've alleged because my

address exactly what was occurring so that there could be an
appropriate adjudication of whether the processes used here
complied and therefore whether -~ and how to apply a statute
of limitations. K

MR. KALTENBACH: Your Honor, | understand that concemn,
and | think that's why the thing to do is if they win today,
your Honor, this case stays right here. They're not seeking ,
g dispositive ruling. They acknowledge ihe case is going to
stay right here where the parties are going to proceed into
discovery. The only issue is going to be are we gaing to go
back five years in discovery or are we gaing to go back
longer in discovery. Let's let the parties make their
factual record and then they -- we're not asking the statute
of limitations be decided today for ail ime. If's going to

be an interfocutory order no matter what the Court does

19

W O N e gD W N e

L T T N T B . N e e O
S A R = 2 = T - S B o S 7 R U S R Y

MR, KALTENBACH: Your Honor, this is their -- they have
the burden of proof, the burden of production, the burden of
persuasion. They have all three right now. This is their )
affirmative defense, We are not required to anticipate and
aver around an affirmative defense. If there's a fact that's
not known, that's because they haven't put it in the record.

THE COURT: Let's look af each of these and see if
there's anything that you have alleged in your complaint
unless you want to amend your complaint -

MR. KALTENBACH: Your Honor —

THE COURT: --to make it more specific.

MR, KALTENBACH: Your Honor, we'll start with.the audit
expenses —

THE COURT: There we go.

MR. KALTENBACH: ~ the same three buckets. The audit
expenses, your Honor, | think counsel may have a point if the
{freasurer was suing Baker Tilly to'get money back from Baker
Tilly because Baker Tilly and the treasurer would not have a
trust relationship. But District 204 and the treasurer do
have a trust relationship. We're not suing Baker Tilly to
get money back from them. We're not saying Baker Tilly
didn't do the audit. What we're saying is we wrote a check
on hehalf of District 204. District 204 should have had -
we should have Had that money from them, and they didn't pay

. 18
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like they saiﬂ they're going to do with latches. Then the
Court isn't going to be guessing what happened. The Court
will have all of the evidence of what actually happened.

THE COURT; So -

MR. KALTENBACH: Your Honor, we allege ~ | think the ;
reasonable inference is District 204 engaged Baker Tilly and :
that we did go ahead and pay Baker Tilly, and | do believe in \
this case given that Baker Tilly is not a govemmental entity :
that I'm going to go ahead and assume that they did get a
check. |think Baker Tilly rﬁight have an excellent point if
we try to recover those funds, but that's not who we're suing
today. We're saying they owe us reimbursement, and we are
the custodian.” We have the reimbursement funds in our hands,
We just want to credit them to our account.

THE COURT: Aliright. Part of the problem in trying fo
address what's going on here is that the verified complaint
is too bare bores. Sol am going to dismiss based on 2.615
without prejudice and require that an amended verified
éomplaint be filed addressing the bases for each of these
particulars in terms of reimbursement that you're seeking. 5
Based on that the Court will be in a better position to
determine the ultimate question of whether-or not at this
time the Court can determine the statute of limitations or
whether there are some other arguments that would allow that

20|
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1 statute of limitations not to stop at October 17, 2008, but 1 " THE COURT: li is not part of today's ruling, but |
2 togo beyond October 17, 2008, which means | am not deciding 2 think it's part of the briefing in the case, and | had some
3 the issue of whether or not these are generally public funds 3  concerns about that too.
4 and how those funds are being used or not and whether you can 4 MR. KALTENBAGCH: Itis, your Honor. So | would like to
5  obtain those funds even though a statute of limitations has 5  respond to that. Statute may say school district is a local
6 runonthem. [l be in a better position to do that when | 8  entity. They're relying upon the Brown decision which
7 have abetter complaint. All right. So I'm going to require 7  think was 1908 which was a litile piece of land that someone
8  that the complaint be amended without prejudice to the 8  had fenced off for a vegetable patch on. We'll go fast
9 arguments that are being made regarding statute of 9  forward 80 years to actually a more modern case which is the
10 limitations. Apparently latches is not before the Court. | 10  AC & Scase.
11 think that is truly fact dependent as statute of limitations 11 THE COURT: Yes,
12 s ulimaiely also. 12 MR. KALTENBACH: AC & S involved schoo! districts, and
13 | think there was an argument made -- you 13 yet the Supreme Court said that was a sufficlently public »
14 haven't had an opportunity to argue this yet - about whether 14 interest. Now, I know there's a lot of other factors that
15 these funds were locally used or should be construed to have 15 are part of the AC & S analysis, and there's a three-factor :
16 been used in the public interest, the general public 16 test. Wecan get into all of that but --
17 interest. } ) 17 THE COURT: | think then part of the question is whether
18 MR. KALTENBACH: It was a sufficient public interest. 18  in order to withstand a motion to dismiss, which he's going
19 THE COURT: Right. And that [ think is factually 19  to raise that one, whether you might want to include -
20  intense also which does not appear here. 20  something regarding those three factors. ¥'m not urging that
21 MR. LeMOINE: Can | just address that very quickly ~ 21 youdothat. Again, the complaint is construed in the light
22 THE COURT: Please. 22 most favorable to the plaintiff based upon facts alleged as
23 MR. LeMOINE: -- here since you made that comment? 23  opposed to simply conclusions, and | know there's that line.
24 Under Hlinois law a school district is defined as a local 24  But since the situation with respect to each of these
21 23 [
1 public entity. You know that. 1 categories of funds are a litile different | think it would i;
2 THE COURT: Uh-huh, 2 facilitate the management of this case if the complaint were
3 MR. LeMOINE: And a township of trustees school is also 3 more focused. All right.
4 defined as a local public entity. So | believe, you know, 4 MR. KALTENBACH: Your Honor, in terms of timing, | am ;
5  they can go ahead and amend their complaint, but | think that 65  closing on a new condominium this Friday —
6  issue is going to be decided by statute because by statute . 6 THE COURT: Good luck.
7  these entities are by definition local. They're not 7 MR. KALTENBACH: Thank you. And I'm relatively new to
8  statewids. 8 this case. It sounds like we need to go back and probably
9 THE COURT: Butis there a factual question about 9 dig deeper than might be in a normal motion to — \
10 whether or not there's -- the impact is local as opposed to 10 THE COURT: I'll give you —
11 not local because statewide it may not have to be, .isn't 11 MR. KALTENBACH: | don't want to have the 14 days
12 there a factual question on that? 12 that-- ‘
13 MR. LeMOINE: | don't think it will be, but | think if 13 THE COURT: No. Your amended complaint would be on file
14 that's part of their burden, then they're going to have to 14 30 days or are you -- ‘
15 plead that because they've never pled these are truly public 15 MR. KALTENBACH: 1 think that that should be sufficient,
16 funds. They've made the argument, you know, roundabout 16 your Honor.
17  through the pleading, | mean through the briefing, but 17 THE COURT: So have your amended complaint on file by
18  they've never pled that. So if they're going to plead that, 18 October 24, and counse! will answer or otherwise plead which
19  they have to plead i, and | think they have to plead it with 12  means you may be resurrecting some of these arguments by the
20  specificity. They can't just say it's public funds. That's 20  middle of November. I'm going to set this for status to find
21 aconclusion. But state law statutory says these entities by 21 out where you are. Where are we now?
22 definition are local. That's what we're dealing with. 22 MR. KALTENBACH: September 22nd.
23 MR. KALTENBACH: Your Honor, we're apparently arguing 23 THE COURT: Okay. Iwant you back on November 14, and
24 24  atthat time you will have responded or otherwise pled. So

something that isn't part of today's ruling but -~

22

24

6 (Pages 21 to 24)
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1 divide up that time, and I'd like to see everything, courtesy 1 STATE OF ILLINOIS )
2 copies, at least by the 12th. That's the day after Veteran's ) 88
"3 day. 2 COUNTYOFCOOK }
4 MR. KALTENBACH: If 'm filing my amended pleading 3
5  October 24 and we're back on November 14 -- | mean, you may 4 RONDA L. JONES, being first duly sworn, on
6  have a motion to dismiss by then. | don't know that we'll -- 5 oath says tha.t she is a court reporter d.oing business in the
. MR. LeMOINE: Here's what ' thinking will probably 6  State of‘lllinms; ar.ld that.she reported in shorthaf]d the
7  proceedings of said hearing, and that the foregoingis a true |
8  happen. | mean -- 8  and correct transcript of her shorthand notes so taken as
9 THE COURT: Because he's right that the statute of 9 aforesaid, and contains the proceedings given at said
10 limitations certainly will mean the case will continue, but 10 hearing.
11 the question is how far. 11
12 MR. LeMOINE: Andvyou know what? That's a significant 12
13 pointin this case for two reasons. One, the amount of time 13
14 and effort that we'll have to go back 20 years versus five is 14
15 huge. Number two, a lot of these people have left the 15 (
16 district, 16
17 . THE COURT: Sure. 7
18 MR, LeMOINE: So trying to find people who even worked :Z
19 there or could substantiate a lot of this -- so we're going .
20  to have thatissue. And then number three, 1 think what the ;:J %«&.a‘f’%m
21 evidence will show in the last five years, they owe us money. Ronda L. Jones, CSR, RPR
22 Soif we limit this to five years, we're going to have a 22 License No. 084-002728 :
23 counterclaim back against them for money we didn't get, 23
24 underpayments and such. So - 24
25 27|
1 THE COURT: Sounds like a case that could be setfled.
2 MR. LeMOINE: Yeah.
3 THE COURT: But | will put my oar in {he water as to
4  what needs fo be done. I'm going to extend that time and set
§  itfor status on October 18. That wil give at least a
6 little more time for you to get your -~
7 MR, LeMOINE: You mean November 18.
8 THE COURT: I'm sorry. November 18 at 9:30.
9 MR. LeMOINE; Okay. Very-good. Thank you, your Honor.
10 . MR. KALTENBACH: Thank you, Judge.
11 THE COURT: You're welcome.
12 {Which were all the proceedings
13 ~ had in the above cause this
14 date and time.)
15
16
17
18
19
20
29
22
23
24
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Vote To Decide Township
School Trustees' Fate

November 05, 1995 | By Michael Mai'tinez, Tribune Staff
Writer,

Back in 1819, when Abe Lincoln was a mere 10-year-old boy,
log cabins were commonplace and schoolhouses were only

- one room, the Illinois General Assembly created the offices

of township school trustees and treasurer to handle school
taxes.

The elected school trustees and their appointed treasurer
monitored school funds and land holdings in each township,
taking care of complicated finances, so local educators could
concentrate on teaching.

In 1962, state lawmakers, thinking the township school
positions were outmoded, abolished the offices throughout
Ilinois-except in suburban Cook County, where politics
played a role in their preservation.

But now voters in two Cook County townships-Wheeling
Township in the northwest suburbs and Leyden Township
in the western suburbs-will have a chance to decided the
issue on their own, as they will consider separate
referendum proposals Tuesday to abolish their three-
member boards of school trustees, which are volunteer
posts, and their salaried treasurers.

In essence, they are being asked to cut out the middle man.
Under state law, the 25 township school trustees in
suburban Cook County hold the legal title to all school
property located in the township, and they hire a treasurer
to account for school funds, officials said.

Those urging voters to abolish the offices have the same
general philosophy: Most suburban school districts now

Related Articles

Township School Post Is
Facing A Ballot Test
(/1995-03-30
/news/9508300244_1_school-
trustees-school-districts-
school-funds)

March 30, 1995
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have accountants and money managers to handle
sophisticated financial matters on their own.

"This is very much like the buggy whip. At one time buggy
whips were very useful, but they are no longer very useful,”
said John Ratliff, an accountant himself and a Township
High School District 214 board member.

Though identical in philosophy, the two referendums are
taking place under dramatically different circumstances. In
Leyden Township, a treasurer was recently sent to prison for
embezzlement, whereas in Wheeling Township, a
cost-cutting reform effort is at work.

The Leyden Township referendum grew from a scandal in
which the former school treasurer, James Schierhorn, and
his wife, Jackie, were charged with stealing $298,950 in
school funds.

Last month, James Schierhorn pleaded guilty to theft and

* official misconduct and was sentenced to 4 years in prison.

His wife pleaded guilty to theft by deception and was placed
on probation for 3 years. They have returned $250,000 of
the money,

Tuesday's referendum in Leyden Township seems to face
certain approval because an advisory referendum proposal
on the same issue was overwhelmingly approved last April.

"I have no idea why it exists in this county, other than it is a
political entity that handles millions and millions of dollars,"
said Jack Schoenholtz, superintendent of Leyden High
School District 212.

"These township trustees have incredible amounts of money
that they are dealing with, so they have some power
Downstate (in Springfield). I'm sure they get invited to a lot of
things by bankers," Schoenholtz said. "From what I can see,
there is not a lot of close budgetary control, and there is not a
lot of supervision."

The Leyden Township trustees and treasurer handle about
$65 million a year in tax collections, and the treasurer's office
costs about $350,000 a year to operate, said Carole Orze-Ellis
of Franklin Park, a township school trustee who is not seeking
re-election Tuesday. No candidate is running for her seat, she
said.

"I think the office should stay for one simple reason,"
Orze-Ellis said. "I think there were some checks and balances
in the office, because the trustees were able to catch the
embezzlement.

http://articles.chicagotribune.com/1995-11-
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"I feel the trustees are really aware of the situation, and it
could help run the treasurer's office better," Orze-Ellis said.

In Wheeling Township, Ratliff, 43, of Mt. Prospect, contends
the Wheeling Township trustees of schools and their treasurer
are a costly, unnecessary layer of government.

But trustees and the treasurer, who handle a total of some
$150 million in school funds, strongly disagree and say a state
law would require a far more expensive alternative in which
each school district would have to hire its own school
treasurer, if the proposal is approved.

In response, referendum supporters said District 214 and the
four elementary schools systems-Wheeling-based District 21,
Prospect Heights-based District 23, Arlington Heights-based
District 25 and District 26 in the River Trails area of Mt.
Prospect-already have personnel on staff or a school board
member who would serve as treasurer.

Also, District 214 has said it would share its treasurer with the
elementary districts, Ratliff said.

"At one time, school districts were very unsophisticated and
couldn't handle their school affairs," Ratliff said. "Today they
are very sophisticated. They all have professional business
managers.,"
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Editorial: Who was watching in
Lyons Township?

Asleep in a backwater office

September 08, 2013

Robert Healy
held a
government
job that's a
mystery to
most
taxpayers. He
was the
treasurer for
the Lyons
Township
Trustees of

(http://www.trbimg.com/img-4f4406ad
/turbine/chi-cook-county-map-image
(Tribune illustration) / 600 / 600X325)

Schools.

What does this office do? It collects tax money from several
west suburban school districts and invests it for them.

Couldn't the school districts invest their own money? Of
course they could.

So Robert Healy drew a paycheck from taxpayers for a job
that's a mystery to taxpayers.

Oh, and, according to Cook County prosecutors, he robbed
the taxpayers blind.

Healy has been charged with stealing more than $1.5 million
from the school districts over 23 years. Prosecutors say
Healy started to pad his paychecks with unauthorized salary
and benefits in 1989, not long after he got the job. They say
he transferred money from school accounts to his personal
bank account more than 100 times.

Related Articles

Alleged theft raises
questions about
little-known schools...
(/2013-08-29/news/ct-
met-township-trustees-schools-
20130829_1_school-districts-
cheryl-witham-treasurer)

August 29, 2013

Ex-schools official charged
with theft, misconduct
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August 16, 2013
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Healy answered to a three-member board of trustees that
was asleep at the switch for a long time. The trustees
eventually caught on that something was wrong,
investigated Healy and notified the state's attorney's office.
Healy, who resigned last year, was charged in August with
theft of government property and official misconduct.

One of the maddening things is that the students, parents
and taxpayers in those school districts didn't need Robert
Healy and don't need the township school trustees. The
office is an anachronism. It has been abolished elsewhere in
the state, but survives in Cook County, where there are 13 of
them.

Lyons Township High School District 204 has begged state
lawmakers to free it from the legal requirement to work
through the township school trustees, but a bill to help
District 204 went nowhere this year in Springfield.

Healy's innocence or guilt will be determined by the courts.
But the issues of waste and obsolescence in local
government, that's a matter for everyone else.

Illinois has nearly 7,000 units of government, more than
any other state. We're awash in local lighting districts and
mosquito-abatement districts ... and township schools
trustees. These obscure entities nickel and dime taxpayers
with unnecessary salaries and benefits and, sometimes,
create the opportunity for corruption. As the Tribune's Wes
Venteicher and Matthew Walberg reported, two township
school treasurers have pleaded guilty to stealing since 1995.

State law makes it difficult to get rid of these layers, even
when the public demands it. Last year, voters in Evanston
overwhelmingly approved an advisory referendum to
dissolve their township, which overlaps the city's

boundaries. It was a 2-to1 vote. No contest. Instead of taking

the hint, government officials stalled. A consultant
recommended half-measures. Nothing happened.

Gov. Pat Quinn signed a bill this year that will let the

Evanston City Council place a binding resolution on a future

ballot asking voters if they still want to do away with the
township. That was welcome. So was the bill Quinn signed
this year that will let the DuPage County Board dissolve
some useless government units.

Start whacking. Nearly 7,000 units of government. Give
taxpayers a break.

/news/9711040485_1_school-
districts-school-treasurer-
school-board)
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Township School Post Is
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lilinois State Board of Education
School Business Services Division

Cook County Districts not under jurisdiction of Township Trustees of Schools

Township Trustees

of Schools v
District Name Yes No Township
Palatine CCSD 15
Wheeling CCSD 21
Prospect Heights SD 23

Arlington Heights SD 25
River Trails SD 26
Glencoe SD 35
Winnetka SD 36

Avoca SD 37 -

Kenilworth SD 38

Wilmette SD 39

Schaumburg CCSD 54
Evanston CCSD 65
Rosemont Elementary SD 78
Pennoyer SD 79

Norridge SD 80

Schiller Park SD 81
Mannheim SD 83

Frankiin Park SD 84

Rhodes SD 84-5

River Grove SD 85-5

Union Ridge SD 86

Oak Park Elementary SD 97
Berwyn North SD 98

Cicero SD 99

Berwyn South SD 100
Lemont-Bromberek CSD 113A
North Palos SD 117

Palos CCSD 118

Orland SD 135

Kirby SD 140

Tinley Park CCSD 146
Elementary SD 159
Matteson Elementary SD 162

Oak Park & River Forest District 200

J S Morton HSD 201
Evanston Twp HSD 202
New Trier Twp HSD 203
Lemont Twp HSD 210
Township HSD 211

Leyden Community HSD 212
Township HSD 214
Consolidated HSD 230

Ridgewood Community HSD 234

Elmwood Park CUSD 401

May 2016
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lllinois State Board of Education
School Business Services Division
Cook County Districts and Township Trustees of Schools

Township Trustees

of Schools

District Name Yes No Township
NorthbrookJElementary SD 27 X Northfield
Northbrook SD 28 X Northfield
Sunset Ridge SD 29 X Northfield
Northbrook/Glenview SD 30 X Northfield
West Northfield SD 31 X Northfield
Glenview CCSD 34 X Maine
Mount Prospect SD 57 X Elk Grove
Community Consolidated SD 59 X Elk Grove
Community Consolidated SD 62 X Maine
East Maine SD 63 X Maine
Park Ridge CCSD 64 X Maine
Golf Elementary SD 67 X Niles
Skokie SD 68 X Niles
Skokie SD 69 X Niles
Morton Grove SD 70 X Niles
Niles Elementary SD 71 X Niles
Fairview SD 72 X Niles
East Prairie SD 73 X Niles
Skokie SD 73-5 X Niles
Lincolnwood SD 74 X Niles
Berkeley SD 87 X Proviso
Bellwood SD 88 X Proviso
Maywood-Melrose Park-Broadview SD 8 X Proviso
River Forest SD 90 : X Proviso
Forest Park SD 91 X Proviso
Lindop SD 92 X Proviso
Westchester SD 92-5 X Proviso
Hillside SD 93 X Proviso
Komarek SD 94 X Proviso
Brookfield LaGrange Park SD 95 X Proviso
Riverside SD 26 X Proviso
Western Springs SD 101 X Lyons
LaGrange SD 102 X Lyons
Lyons SD 103 X Lyons
Summit SD 104 X Lyons
LaGrange SD 105 X Lyons
LaGrange Highlands SD 106 X Lyons
Pleasantdale SD 107 X Lyons
Willow Springs SD 108 X Lyons
Indian Springs SD 109 X Lyons
Central Stickney SD 110 X Stickney
Burbank SD 111 X Stickney
Ridgeland SD 122 X Worth
Oak Lawn-Hometown SD 123 X Worth
Evergreen Park Elementary SD 124 X Worth
Atwood Heights District 125 X Worth
Alsip-Hazelgreen-Oaklawn SD 126 X Worth
Worth SD 127 X Worth
Chicago Ridge SD 127-5 X Worth
Palos Heights SD 128 X Worth
Cook County SD 130 X Worth
Calumet Public Schools District 132 X Calumet

May 2016



[llinois State Board of Education
School Business Services Division
Cook County Districts and Township Trustees of Schools

Township Trustees

of Schools

District Name Yes No Township
General George Patton SD 133 Calumet
Forest Ridge SD 142 Bremen
Midlothian SD 143 Bremen
Posen-Robbins Elementary SD 143-5 Bremen
Prairie-Hills Elementary SD 144 Bremen
Arbor Park SD 145 Bremen
West Harvey-Dixmoor Public SD 147 Thornton
Dolton SD 148 Thornton
Dolton SD 149 Thornton
South Holland SD 150 Thornton
South Holland SD 151 Thornton
Harvey SD 152 Thornton
Hazel Crest SD 152-5 Thornton
Homewood SD 153 Thornton
Thornton SD 154 Thornton

Burnham SD 154-5

Calumet City SD 155

Lincoln Elementary SD 156
Hoover-Schrum Memorial SD 157
Lansing SD 158

Country Club Hills SD 160
Flossmoor SD 161

Park Forest SD 163

Brookwood SD 167

Community Consolidated SD 168
Ford Heights SD 169

Chicago Heights SD 170
Sunnybrook SD 171

Sandridge SD 172

Steger SD 194

Lyons Twp HSD 204

Thornton Twp HSD 205

Bloom Twp HSD 206

Maine Twp HSD 207

Riverside Brookfield Twp District 208
Proviso Twp HSD 209

Thornton Fractional Twp HSD 215
Argo Community HSD 217
Community HSD 218

Niles Twp HSD 219

Reavis Twp HSD 220

Northfield Twp HSD 225

Rich Twp HSD 227

Bremen Community HSD 228
Oak Lawn Community HSD 229
Evergreen Park Community HSD 231
Homewood Flossmoor Community HSD 233

May 2016

HKAEXXAHKXKAHKHKXAHKXXHKHEKAKXAKXXHXXKKHKXHHKHXXKHKXAKXHKXXXKX AKX KK XX XX XXX XX

o
@

Thornton Fractional
Thornton Fractional
Thornton Fractional
Thornton Fractional
Thornton Fractional
Bremen
Bloom
Bloom
Bloom
Bloom
Bloom
Bloom
Bloom
Bloom
Bloom
Lyons
Thornton
Bloom
Maine
Proviso
Proviso
Thornton Fractional
Lyons
Worth
Niles
Stickney
Northfield
Bloom
Bremen
Worth
Worth
Bloom



lllinois State Board of Education
School Business Services Division
Cook County Districts and Township Trustees of Schools

Township Trustees

of Schools

District Name Yes No Township
‘Palatine CCSD 15 X
Wheeling CCSD 21 X
Prospect Heights SD 23 X
Arlington Heights SD 25 X
River Trails SD 26 X
Northbrook Elementary SD 27 X Northfield
Northbrook SD 28 X Northfield
Sunset Ridge SD 29 X Northfield
Northbrook/Glenview SD 30 X Northfield
West Northfield SD 31 X Northfield
Glenview CCSD 34 X Maine
Glencoe SD 35 X
Winnetka SD 36 X
Avoca SD 37 X
Kenilworth SD 38 X
Wilmette SD 39 X
Schaumburg CCSD 54 X
Mount Prospect SD 57 X Elk Grove
Community Consolidated SD 59 X Elk Grove
Community Consolidated SD 62 X Maine
East Maine SD 63 X Maine
Park Ridge CCSD 64 X Maine
Evanston CCSD 65 X
Golf Elementary SD 67 X Niles
Skokie SD 68 X Niles
Skokie SD 69 X Niles
Morton Grove SD 70 X Niles
Niles Elementary SD 71 . X Niles
Fairview 8D 72 X Niles
East Prairie SD 73 X Niles
Skokie SD 73-5 X Niles
Lincolnwood SD 74 X Niles
Rosemont Elementary SD 78 X
Pennoyer SD 79 X
Norridge SD 80 X
Schiller Park SD 81 X
Mannheim SD 83 X
Franklin Park SD 84 X
Rhodes SD 84-5 X
River Grove SD 85-5 X
Union Ridge SD 86 X
Berkeley SD 87 X Proviso
Bellwood SD 88 X Proviso
Maywood-Melrose Park-Broadview SD 89 X Proviso
River Forest SD 90 X Proviso
Forest Park SD 91 X Proviso
Lindop SD 92 X Proviso
Westchester SD 92-5 X Proviso
Hillside SD 93 X Proviso

May 2016



lilinois State Board of Education
School Business Services Division
Cook County Districts and Township Trustees of Schools

Township Trustees

of Schools

Disfrict Name Yes No Township
Komarek SD 94 X Proviso
Brookfield LaGrange Park SD 95 X Proviso
Riverside SD 96 X Proviso
Oak Park Elementary SD 97 X
Berwyn North SD 98 X
Cicero SD 99 X
Berwyn South SD 100 X
Western Springs SD 101 X Lyons
LaGrange SD 102 X Lyons
Lyons SD 103 X Lyons
Summit SD 104 X Lyons
LaGrange SD 105 X Lyons
LaGrange Highlands SD 106 X Lyons
Pleasantdale SD 107 X Lyons
Willow Springs SD 108 X Lyons
Indian Springs SD 109 X Lyons
Central Stickney SD 110 X Stickney
Burbank SD 111 X Stickney
Lemont-Bromberek CSD 113A X
North Palos SD 117 X
Palos CCSD 118 X
Ridgeland SD 122 X Worth
Oak Lawn-Hometown SD 123 X Worth
Evergreen Park Elementary SD 124 X Worth
Atwood Heights District 125 X Worth
Alsip-Hazelgreen-Oaklawn SD 126 X Worth
Worth SD 127 X Worth
Chicago Ridge SD 127-5 X Worth
Palos Heights SD 128 X Worth
Cook County SD 130 X Worth
Calumet Public Schools District 132 X Calumet
General George Patton SD 133 X Calumet
Orland SD 135 X
Kirby SD 140 X
Forest Ridge SD 142 X Bremen
Midlothian SD 143 X Bremen
Posen-Robbins Elementary SD 143-5 X Bremen
Prairie-Hills Elementary SD 144 X Bremen
Arbor Park SD 145 X Bremen
Tinley Park CCSD 146 X
West Harvey-Dixmoor Public SD 147 X Thornton
Dolton SD 148 X Thornton
Dolion SD 149 X . Thornton
South Holland SD 150 X Thornton
South Holland SD 151 X Thornton
Harvey SD 152 X Thornton
Hazel Crest SD 152-5 X Thornton
Homewood SD 153 X Thornton
Thornton SD 154 X Thornton

May 2016



lllinois State Board of Education
School Business Services Division
Cook County Districts and Township Trustees of Schools

Township Trustees

May 2016

of Schools
District Name Yes No Township
Burnham SD 154-5 X Thornton Fractional
Calumet City SD 155 X Thormnton Fractional
Lincoin Elementary SD 156 X Thornton Fractional
_Hoover-Schrum Memorial SD 157 X Thornton Fractional
Lansing SD 158 X Thornton Fractional
Elementary SD 159 X
Country Club Hills SD 160 X Bremen
Flossmoor SD 161 X Bloom
Matteson Elementary SD 162 X
Park Forest SD 163 X Bloom
Brookwood SD 167 X Bloom
Community Consolidated SD 168 X Bloom
Ford Heights SD 169 X Bloom
Chicago Heights SD 170 X Bloom
Sunnybrook SD 171 X Bloom
Sandridge SD 172 X Bloom
Steger SD 194 X Bloom
Oak Park & River Forest District 200 X
J S Morton HSD 201 X
Evanston Twp HSD 202 X
New Trier Twp HSD 203 X
Lyons Twp HSD 204 X Lyons
Thornton Twp HSD 205 X Thornton
Bloom Twp HSD 206 X Bloom
Maine Twp HSD 207 X Maine
Riverside Brookfield Twp District 208 X Proviso
Proviso Twp HSD 209 X Proviso
Lemont Twp HSD 210 X
Township HSD 211 X
Leyden Community HSD 212 X
Township HSD 214 : X
Thornton Fractional Twp HSD 215 X Thornton Fractional
Argo Community HSD 217 X Lyons
Community HSD 218 X Worth
Niles Twp HSD 219 X Niles
Reavis Twp HSD 220 X Stickney
Northfield Twp HSD 225 X Northfield
Rich Twp HSD 227 X Bloom
Bremen Community HSD 228 X Bremen
Ozk Lawn Community HSD 229 X Worth
Consolidated HSD 230 X
Evergreen Park Community HSD 231 X Worth
Homewood Flossmoor Community HSD 233 X Bloom
Ridgewood Community HSD 234 X
Elmwood Park CUSD 401 X
Totals:
143 99 44



‘Offender Search
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https://www.illinois.gov/idoc/Offender/Pages/InmateSearch.aspx

TO O

= |
M51147 - HEALY, ROBERT

o .. . TAYLORVILLE CORRECTIONAL
Parent Institution: CENTER

Offender Status: IN CUSTODY
Location: TAYLORVILLE

PHYSICAL PROFILE

Date of Birth: 10/19/1958

Weight: 175 Ibs.

Hair: Gray or Partially Gray
Sex: Male

Height: 5ft. 05 in.

Race: White

Eyes: Green

MARKS, SCARS, & TATTOOS
NONE RECORDED

ADMISSION / RELEASE / DISCHARGE INFO
Admission Date:  03/18/2015
Projected Parole

Date: 09/16/2019

Last Paroled Date:

SENTENCING INFORMATION

MITTIMUS: 13CR1631201

CLASS: ' X

OFFENSE:; THEFT/CONTROL/INTENT >$1M
CUSTODY DATE: |03/16/2015 o
SENTENCE: 9 Years 0 Months 0 Days
COUNTY: COOK

SENTENCE NO

DISCHARGED?: ’

tabbles’

EXHIBIT

6

5/4/17,12:21 PM



Page 1 !

STATE OF ILLINOIS )
) SS:
COUNTY OF C O O K )

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

TOWNSHIP TRUSTEES OF SCHOOLS
TOWNSHIP 38 NORTH, RANGE 12 EAST

)
)
)
Plaintiff, )
)
-vs-— ) No. 13 CH 23386
) ,
LYONS TOWNSHIP HIGH SCHOOL, ) Hon. Sophia H. Hall
DISTRICT 204, )
' )
Defendants. )
)

The discovery deposition of

DR. SUSAN BIRKENMAIER and the discovery deposition #
of the Plaintiff pursuant to a Rule 206(a) (1) %
Notice, taken before KELLY ANN POTTS, CSR, pursuant |
to the provisions of the Code of Civil‘Procedure of
the State of Illinois and the Rules of the Supreme %
Court thereof pertaining to the taking of ﬁ
depositions at 20 North Clark Street, Suite 2500,
Chicago, Illinois, commencing at the hour of

10:13 a.m. on February 27, 2017.

EXHIBIT
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Page 2 Page 4
1 APPEARANCES: 1 Exhibit 13 Statement of Funds.................. 104
g MILLER GANFIELD, by 2 Exhibit 14 Statement of Funds............. 116
MR. BARRY P, KALTENBACH 3 Exhibit 15 Article.......ccoeeoevnvnnnnn. 119
4 225 West Washington Strect, Suite 2600 4 Exhibit 16 ProRata......c.ccc.c.covrunenneee. 146
. glllgiﬁ%bﬂgls"{s 60606 5 Exhibit 17 Pro Reta Biltg...............156
kalienbach@millercanficld.com 6 Exhibit 18 Emails........ccc.coccccree.. 179
6 7 Exhibit 19 Audit Reports..........c.ccoveeee. 200
. Iéll;f:g;fe;d on behalf of the 8  Exhibit20 Summary of LOSS..................224
8 9
9 HOFFMAN LEGAL, by 10 Theissen Exhibit 4 Bradshaw Transcript......31
0 %Rm{ﬁ;( C‘}ﬂi‘gﬁgggmsm 2500 11 Theissen Exhibit 7 Hartigan Transcript......131
Chicago, Illinois 60602 12 Theissen Exhibit 8 9-15-13 Memo............. 44
11 (312) 899-0899 13 Theissen Exhibit 9 11-7-14 Letter...........45
- Jay@boffmanlegal com 14 Theissen Exhibit 10 Journal Ertrics.........182
Appeared on behalf of the 15 Theissen Exhibit 12 8-18-99 Letter........... 140
13 Defendant. 16 Theissen Exhibit 13 3-8-13 Leiter............ 90
i .
16 18 Conway Exhibit 2 1-12-01 Letter........... 75
1; 19 Conway Exhibit3 Memoranda................162
19 20
20 L L . I 21 Bradshaw Exhibit 3 Interest Allocation......225
g; 22 Bradshaw Exhibit4 Amended Complaint........ 157
23 23
24 24 Healy Exhibit4 Memo..................... 177
Page 3 Page 5
1 INDEX OF EXAMINATION 1 (Witness sworn.)
2 2 MR. HOFFMAN: Good morning,
3 PAGE 3 THE WITNESS: Good morning,
4 4 MR. HOFFMAN: As you know, 1 am
5 Examination by Mr. Hoffman..................... 6 5 Jay Hoffiman. 1am the attorney for the defendant
6 Examination by Mr. Kaltenbach.................. 235 6 in this case. Sometimes we'll-call it "LT," we may
7 7 even call it "District 204" --
8 INDEX TO EXHIBITS 8 THE WITNESS: Okay.
9 9 MR. HOFFMAN: -- and you'll know who I
10 EXHIBIT PAGE 10 mean, right?
11 TTO 11 THE WITNESS: Yes.
12 12 MR. HOFFMAN: Have you had your
13 Exhibit 1 Notice of Deposition................ 6 13 deposition taken before?
14 Exhibit 2 Month-End Report..................... 12 14 THE WITNESS: No.
15 Exhibit 3 Affidavit........cccceeervercinennns 21 15 MR. HOFFMAN: Welcome to the party.
16 Exhibit 4 11-21-14 Letter.......cooueereenne. 37 16 THE WITNESS: Thank you.
17 Exhibit 5 4-29-99 Letter..........ccvunnne 71 17 MR. HOFFMAN: It's not as hard as it
18 Exhibit 6 Section 5/3-7 School Code............ 79 18 sounds because "T don't know" or "I don't remember”
19 Exhibit 7 2-23-17 Letter.........c.c.c.........82 19 can be a correct answer; and so [ just want you to
20 Exhibit 8 Statement of Funds................... 85 20 tell me the information that's available to you as
21 Exhibit 9 Statement of Funds.................. 87 21 the representative of the plaintiff in this case
22 Exhibit 10 Vendor Detail...........ocveec.. 94 22 which, if it's okay with you, I'll refer to as "the
23 Exhibit 11 Vendor Detail.........c.oeenenend 96 23 TT10."
24 Exhibit 12 Vendor Detail.......coocorvvreenees 96 24 THE WITNESS: Absolutely.

2 (Pages 2 to 5
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Page 6

Page 8

1 MR. HOFFMAN: Would you mark this as 1 questions that [ ask you, will you tell me that so
2 Exhibit 1, please? 2 I can ask you a better question?
3 (Whereupon, TTO Deposition 3 A Yes.
4 Exhibit No. 1 was marked for 4 Q  And what did you do to prepare for
5 identification.) 5 your deposition today, please?
6 WHEREUPON: 6 A Ihad an epportunity te meet with
7 DR. SUSAN BIRKENMAIER 7 Barry and Gerry Kubasiak just to have them explain
8 called as a witness herein, having been first duly 8 to me what would occur, show me the list of items
9 sworn, was examined upon oral interrogatorics and 9 that I would be questioned about, and just general
10 testified as follows; 10 conversation about what to expect.
11 EXAMINATION 11 Q  Did you speak with anyone at the TTQ
12 By Mr. Hoffman: 12 regarding the deposition in order to prepare to
13 13 testify?
14 Q  Doctor, I'm handing you what I've 14 A Not specifically for that purpose.
15 marked as TTO Dep Exhibit 1. 15 Q  Didyou falk to Mr. Theissen about his
16 (Whereupon, document 16 deposition in this case?
17 tendered.) 17 A Veryliitle.
18 BY MR. HOFFMAN: 18 Q  What do you mean by "very little"?
19 Q  And you're familiar with this 19 A Just1Kknew that he was coming in to
20 document; am I correct? 20 be deposed. We didn't talk about the details of
21 (Whereupon, witness perusing 21 it. We didn't talk about how it went or anything
22 document.) 22 like that,
23 BY THE WITNESS: 23 Q  Okay. Did youreview any
24 A Iam now. 24 documentation in order to prepare yourself to
Page 7 Page 9
1 MR. KALTENBACH: Well, take a look at 1 testify here today on behalf of the TTO?
2 it. 2 A Some.
3 BY THE WITNESS: 3 Q  What documentation did you review?
4 A Yes. This part, I have. 4 A Basically anything that was related to
5 BY MR. HOFFMAN: . 5 the eight topics that T was going to be asked
6 Q Okay. So you've seen Exhibit A which 6 about,
7 has the subject matters of the deposition that I'm T Q  Okay. So tell me what you looked at,
8 taking of the TTO entity, right? 8 please.
9 A Yes. 9 MR. KALTENBACH: I cant give you the
10 Q  And you understand that you are the 10 answer.
11 representative of the TTO designated to testify on 11 THE WITNESS: Okay.
12 the eight subject matters of Exhibit A, correct? 12 MR. KALTENBACH: 1 will tell you it's
13 A Yes. 13 not privileged, so you can -- If you recall what
14 Q  Andlet's go throughlthe ground rules 14 was looked at, you can tell him.
15 “of the deposition real quickly even though you have 15 BY THE WITNESS:
i6 a very fine lawyer, and I'm sure he did the same 16 A Canl take a look at the exhibit
17 with you beforehand. 17 again --
18 If at any time you want to take a 18 BY MR. HOFFMAN:
19 break, that's fine. Well just answer the pending 19 Q  Ofcourse youmay.
20 question, and we can take a break for any reason 20 A --to help prompt me?
21 that you want. 21 Q  Of course you may.
22 Is your cellphone off? 22 (Whereupon, witness perusing
23 A It's on silent. 23 document.)
24 24

Q Okay. Ifyou don't understand the

3 (Pages 6 to
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Page 10

Page 12

1 BY THE WITNESS: 1 municipal govermment.
2 A 1have seen information en the annual 2 Do you want me ¢o go through that
3 audit costs and the payment of the audit costs; so 3 © detail?
4 Item 1 and 2, I have seen that. TTO's payment of 4 Q No.
5 certain costs of the business functions, I am 5 A  Okay.
6 familiar with that paperwork, maybe not every 6 Q  When you say "the business manager for
7 single one in every great detail. 7 LaGrange,” was that LADSE?
8 T've seen the claim regarding the 8 A LADSE, yes.
9 LT pro rata payment. I've seen documentation on 9 Q  And, in Lockport; did you work
10 investiment income to LT, payment to LT, I'm 10 under ~ What was the position that you worked
11 familiar with the section of the claim on the TTO's 11 under Dr. Elise Grimes? .
12 payment of investment income. I'm familiar with 12 A At LaGrange Highlands 106 and I worked
13 the Bob Healy lawsuit, although not in great 13 for Elise for eight months; after that, I worked-
14 detail, That occurred before I started my 14 for Arlene Armanetti and then Bob Dyer.
15 employment. And I am familiar with the surety bond 15 Q  Allright. Let's start with an easy
16 claims. 16 one.
17 BY MR. HOFFMAN: 17 MR. HOFFMAN: Mark this.
18 Q  Okay. Thanks. 18 (Whereupon, TTO Deposition
19 ‘What's your educational 19 Exhibit No. 2 was marked for
20 background, please? 20 identification.)
21 A Going backwards? 21 BY MR. HOFFMAN:
22 Q  Either way. ' 22 Q  When did you become treasurer of the
23 A Okay. I have a doctorate in 23 TTO?
24 educational leadership with a minor in eurriculum 24 A October of 2013.
Page 11 Page 13
1 from Indizna University. 1have a Superintendency 1 Q  And you currently are treasurer of the
2 License that was received through Wester Ylinois 2 TTO, correct?
3 University's superintendent training program. 3 A Yes.
4 I have a Chief School Business 4 Q  Have you been a full-time employee for
5 Official Endorsement that I received throngh 5 the entire time?
6 Northern Iiinois University's Chief School 6 A No.
7 Business Official program. Ihave a master’s 7 Q  Whendid you -- Have youbeena
8 degree in public affairs from Northern Ilinois 8 part-time employee for the entire time?
9 University, and I hiave a bachelor’s degree in 9 A For a portion of the time,
10 political science from Northern Illinois University 10 Q  Okay. When did you become a part-time
11 also. 11 employee?
12 G Okay. And tell me about your 12 A July Ist of 2015,
13 professional background prior to becoming the 13 Q  Why did the TTO decide to have a
14 treasurer of the TTO, please? 14 treasurer that was part-time?
15 A Olay. Immediately prior to becoming 15 A You're asking for my opinion on that?
16 the treasurer, I was the superintendent for Lemont 16 Q No. I'm asking for the TTO's opinion
17 Elementary School District 113A. Prier to that, I 17 as an entity.
18 was business nunager for LaGrange Highlands 18 MR, KALTENBACH: I1l object to the
19 District 106 in LaGrange, Hllinois, 19 extent I don't think that was covered by the
20 Prior to that, T was the business 20 notice, so [ don't think she is the spokesperson on
21 nmnager for the Lockport Area Special Education 21 that.
22 Cooperative. Prior to that, I was the business 22 But she can answer. 1have no
23 manager for the LaGrange Area Deparfment of Special 23 objection to her answering the question.
24 Education. And prior to that, I spent ten years in 24

4 (Pages 10 to 13)
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Page 14 Page 16
1 BY MR. HOFFMAN: 1 Q  When you say you're a part-time
2 Q Do you know why the treasurer became 2 employee, what percentage of your time do you spend
3 part-time in 20157 3 as a treasurer?
4 A Tcan only tell you what I believe was 4 A~ Well, I spend 100 percent of my time
5 the expectation of the trustee, school frustee. 5 as treasurer. But if you're asking about my work
6 That was that I wanted to retire so that I could 6 schedule — ‘
7 take my pension before there were any changes or 7 Q  Yes.
8 pension reform that would adversely affect me. 8 A Okay. Under the Hlinois Municipal
9 Given the state of things that 9 Retirement Fund, I'm allowed to work 599 —up to
10 were occurring at the TTO, we were going to be 10 599 hours per year, and so that is distributed as
11 going through - well, in addition to the lawsuit, 11 needed and tracked via timesheet.
12 we were also going to be going through a major 12 Q . And how many hours per year have you
13 transition of the financial sofiware program, and 13 found yourself working since July of 20157
14 we were going to be doing some staff transitioning, 14 A Last year, I worked 597. This ycar,
15 And so it was in everybody's best interest, I 15 I'm also on track for 599.
16 believe, to have continuity with my leadership. 16 Q  What's your primary state of
17 Q  The TTO' office currently manages 17 residence? )
i8 investment funds of about how nuich money? 18 A 1llinois; I'm required by Sehool Code
19 A Let me unpack that fox you, There's 19 to live within the Township, and I live in
20 about $370 million that goes through the office 20 Indian Head Park,
21 in any given year. Of that, there's probably 21 Q Do you have another residence?
22 130 million that is in long-term investments, which 22 A [have a retirement home.
23 is anything that's over two years. 23 Q  Where is that?
24 Ofther than that, the rest of it T 24 A That's in Tennessee.
Page 15 Page 17
1 is either in cash, which is immediately 1 Q  Let's take a look, please, at TTO
2 distributed, or in a short-time investment that 2 Exhibit No. 2.
3 would be less than two years. 3 (Whereupon, document
4 Q How are you, as a part-time employee, 4 tendered.)
5 able to effectively manage all those 5 BY MR. HOFFMAN:
6 responsibilities? 6 Q  This came from the documents TTO
7 A Okay. Well, the cash flow management, 7 provided to us. It was in a file that was entitled
8 we have people assigned in our office to manage the 8 "Month-End Report.”
9 money as it comes in. I make the decisions about 9 So would you be kind enough to
10 whether the money is going — where it's going on a 10 tell me what this document is and what it tells us?
11 short-term basis or if it's kept in a fluid 11 A Ihave never seen this document
12 account. 12 before. Tam not familiar with it.
13 We have a central deposifory, 13 Q  Doyou know what it is?
14 Amalgamated Bank, that eellects most of the funds. 14 A No.
15 Periodically, we do have some small amounts of 15 Q Do you know what month-end reports
16 funds that come in through other deposit accounts. 16 are?
17 In addition to that, we have a 17 A TIdo,
18 custodial bank that maintains a list of all of our 18 Q. And what are month-end reports?
19 ‘ investments, every investment, and they report that 19 A Month-end reports would be after you
20 out to us on a2 monthly basis. 20 close out the financial transactions of every
21 In addition to that, with 21 ending month, you would provide a2 monthly financial
22 long-term investments, we have two investment 22 report that capteres all the tramsactions that
23 agvisor groups that manage our long-term 23 occurred in the month and the effect on the budget
24 investments. ‘ 24 and fund balances.

5 {(Pages 14 to 17)
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Page 18 Page 20
1 Q  This appears to suggest that month-end 1 important for this lawsuit.
2 reports are missing for various months during 1993 2 So who did spend the time looking
3 and 2013 by having an "N" instead of a "Y" on the 3 at the historical records? Was it your lawyers?
4 adjacent column to the month name. 4 A Timagine that they have, but I would
5 A Okay. 5 think that they were collected through a variety of
6 Q  Is that consistent with your 6 people in the office. I think some of the
7 understanding as to the state of the TTO's records 7 documents were probably pulled before I was even
8 for month-end reports during the 1993 to 2013 8 hired.
9 petiod? 9 Q  Let's talk about the lawsuit that the
10 A I couldn't verify that since I've 10 TTO filed against Bob Healy.
11 never seen this before and I'm not familiar. 11 You're generally familiar there
12 Q  Well, putting -- Aside from this 12 was a lawsuit, right?
13 document itself, does the TTO have missing 13 A Y am familiar that there was one.
14 month-end reports for this time petiod: "yes," 14 Q  Andthe TTO obtained a judgment
15 "no," "I don't know"? ' 15 against Bob Healy in the amount of about $900,000,
16 A Idon't know. 16 correct?
17 Q  Okay. Whattype of information would 17 A Yes.
18 be on the month-end reports if’ they were in 18 Q- Okay. And how much in attorney's fees
19 existence? 19 did the TTO spend to get that judgment about,
20 A The month-end report would typically 20 approximately?
21 indicafe to me the eurrent state of the fund 21 A Idon'trecall
22 balance. It would show the fransactions of any 22 Q  You have no idea?
23 revenues that were received during the month and 23 A Alotof that was done before I
24 the year-to-date. 24 started. I would have to go back and take a look.
Page 19 Page 21
1 It would also do the same for 1 Q  How much did the TTO recover on that
2 expenditures, month and year-fo-date expenditures. 2 lawsuit?
3 It would show the ending fund balance or the 3 A Well, what we recovered via —-
4 current ending fund balance. 4 Q  From Healy.
5 Talking about the specific ] 5 A Oh, from Healy?
6 reports, it might have a summary page that shows 6 Q  Yes.
7 the amount of taxes that were received. I mean, 7 A I think if was about $497, but, again,
8 but that's going to be a packet of information 8 that occurred befere I started.
9 that's provided. That's about it 9 Q- Okay. Let's take a look at —
10 Q  AmlI correct that there are a number 10 . MR. HOFFMAN: Leg's mark this one.
11 of areas within the TTO's files that there are 11 (Whereupon, TTO Deposition
12 missing docurnents during the 1993 to 2013 period? 12 Exhibit No. 3 was marked for
13 A 1don't have firsthand knowledge of 13 identification.)
14 that. My anderstanding is there may be, but I 14 BY MR. HOFFMAN:
15 don't know what they are or why. 15 Q  Allright. I've marked as TTO Exhibit
16 Q  Why haven't you made an effort to 16 3 an affidavit that you executed in connection with
17 determine how complete the records of the TTO are 17 this case in 2015. I'd like you to take a look at
18 for the 1993 to 2013 time period? 18 that affidavit and refresh yourself as to its
19 A When I was hired, I was told that my 19 contents, please.
20 job was to work on moving ferward in the 20 (Whereupon, document
21 organization and helping the organization to be 21 tendered.)
22 prepared for its fature work, and so I did not 22 (Whereupon, witness perusing
23 spend the time looking at the historical records. 23 document,)
24 Q  Well, the historical records are very 24
6 (Pages 18 to 21)
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Page 22 Page 24
1 BY MR. HOFFMAN: 1 vacation and sick leave payout, correct?
2 Q  I'munot going to ask you any questions 2 A Yes.
3 about the exhibits. 3 Q  Okay. How much money did Healy steal
4 A Oh, okay. 4 in vacation and sick leave payouts?
5 Q  Sohow much money did Bob Healy steal 5 A  T'msorry. I--
6 during his tenure at the TTO? 6 Q  Approximately.
7 A I'm not certain of the exact amount, 7 A F'mnot certain about that.
8 but I -- And T want to make sure I understand. 8 Q  You have no idea?
9 When you say "'steal,” there were two incidents of 9 A Tdon'trecall
10 money taken from the Treasurer's Office. One was 10 Q  That's kind of an important point,
11 interest income, and one was salary, a cash payout 11 isn't it?
12 for vacation and sick leave. 12 A Well— )
13 Q  Okay. How much money in interest 13 MR. KALTENBACH: Objection.
14 income did Bob Healy steal? 14 Argumentative.
15 A Tbelieve about a million dollars, but 15 ) You can answer.
16 I'm not certain. It could have been 1.5. I'm 16 BY MR. HOFFMAN:
17 sorry. Idon'trecall specifically. 17 Q  Maybe it is a little.
18 Q  'Who determined the amount of that 18 A Tt occurred before I started so, I
19 thefi? 19 mean, the settlement I think was in place before I
20 A That work was done before I got there, 20 even began at the TTO.
21 and I believe Kelly Bradshaw, our contract 21 Q  Isn't it important, though, for you to
22 accountant, was the person who assembled these 22 understand, as the TTO's representative for this
23 numbers. 23 case, what happened during the period of Healy's
24 Q  When you say that he stole money from 24 tenure?
Page 23 Page 25
1 income interest, inferest on what and who did it 1 MR. KALTENBACH: Objection.
2 belong to? 2 )Argumentative.
3 A Again, I'm-iof very familiar with the 3 L You can answer, Dr. Birkenmaier.
4 details, but what I understand was that there was 4 BY THE WITNESS:
5 interest income that was being sent — being 5 A Idon't know that that's my -
6 directed by Bob into personal accounts when it was 6 responsibility to know that.
7 being received from different investments, and 1 7 BY MR. HOFFMAN:
8 don't know who those brokers or companies might 8 Q  Whose responsibility is it?
9 have been. 9 MR. KALTENBACH: Same objection.
10 Q  This was money that belonged to the 10 BY THE WITNESS:
11 school districts, correct? 11 A Icouldr't tell you. I mean, the man
12 A Yes. 12 intended to deceive. I don't know that -- I mean,
13 Q  And did he make these transfers 13 uliimately, the responsibility would be for, I
14 through wire transfers? 14 would assume, probably the trustees in an oversight
15 A Idon'tknow. I would assume that he 15 capacity. But Bob worked fairly independently as
ie directed through wire transfers. 16 the treasurer. I couldn't say with any certainty.
17 Q  You also mentioned salary, theft 17 BY MR. HOFFMAN:
18 involving salary, correct? 18 Q  Allright. And that's because your
19 A Yes. 19 focus from the trustees as the trustees directed
20 Q  Was that salary as well as vacation 20 you was to have a forward-looking focus, correct?
21 and sick pay? Was that part of the same thing? 21 A Absolutely.
22 A Not to my knowledge; to my knowledge, 22 Q  Okay. So let's talk about the
23 it was vacation and sick leave payout. 23 recovery on the fidelity bonds and the amount, as
24 Q  So when you say “salary," you mean 24 is stated in Paragraph 7, if you'll look at that,

7 (Pages 22 to 25)
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Page 26 Page 28
1 of your -- 1 based on the knowledge of the TTO.
2 A  Sure. 2 BY MR. HOFFMAN:
3 Q  And that's your signature on the .3 Q  Go ahead. What allowed the TTO to do
4 affidavit? 4 what it did?
5 A Yes. 5 MR. KALTENBACH: Same objection.
6 Q  Sothe TTO recovered $1,040,000 from 6 BY MR. HOFFMAN:
7 fidelity bonds, correct? 7 Q  You're here to testify as a
8 A Yes, correct. 8 representative of the TTO. So why don't you tell
9 Q  And the money that was recovered, 9 me?
10 whose money was it that was stolen that the 10 MR. KALTENBACH: Hold on a minute,
11 fidelity bond money was partially replacing? 11 Tay. Dont argue with the witness. I stated my
12 A Collectively, that money would have 12 objection. You can answer your question and get
13 been part of the investment pool for all of the 13 answers, but - ask your questions and get answers.
14 entities that are served by the TTO. 14 Don't argue with the witness or imply that my
15 Q  When you say "the investment pool," 15 objection isn't valid or is valid.
16 that's the money of all of the districts within the 16 - MR. HOFFMAN: Your objection is not
17 TTO, correct? 17 valid because ~
18 A The districts and some agencies, yes. 18 MR. KALTENBACH: I don' care if you
19 Q  Okay. Including District 204? 19 think it's valid or not.
20 A Yes. 20 MR. HOFFMAN: -- she's here as a
- 21 Q  And they have aroughly 25 percent 21 representative on that issue, and you saying she
22 share of that investment pool, correct? 22 can answer - instructing the witoess to answer
23 A Ttdepends on the day, yes. 23 based on her personal knowledge is defeating the
24 Q  Okay. 24 purpose of the notice.
Page 27 Page 29
1 A But that's generaily in the area. 1 So you're coaching the witness in
2 Q  Okay. Soitsays in this affidavit 2 an inappropriate way, and [ wish you would not do
3 from-June of 2015 that the money you recovered on 3 that.
4 the fidelity bonds has been set aside. 4 MR. KALTENBACH: I'm not coaching the
5 Do you see that? 5 witness. Please identify where on the topic List
6 A TI'msorry. You're-- 6 it said she should be prepared to testify as to the
7 Q  Paragraph 8. 7 legal basis for the TTO's right to do something.
8 A Paragraph 8, okay. 8 MR. HOFFMAN: I'm not required to list
9 Q Do you see the money has been set 9 every question that I intend to ask on the subject
10 aside as of June of 20157 10 matter, just the subject matter itself, which is,
11 A Yes. 11 in fact, listed.
12 Q  Okay. Where is that money now? 12 BY MR. HOFFMAN:
13 A Okay. Part of the money -- Well, all 13 Q  Dr. Bukenmaier, what, in your view as
14 the money has been used to offset the costs of the 14 a representative of the TTO, allowed the TTO to
15 TTO and thereby reducing the bills to all of the 15 take the $1,040,000 it recovered on the fidelity
16 districts and agencies that pay the fees for the 16 bonds and use it to pay the TTO's costs?
17 TTO services. 17 . MR. KALTENBACH: Same objection.
18 Q  What allowed the TTO to use the 18 BY THE WITNESS:
19 recoveries on the bonds to offset the TTO's costs? 15 A Inwmy opinion, the proceeds that we
20 MR. KALTENBACH: Objection. It calls 20 received were used to offset the costs to the
21 for a legal conclusion from the witness, 21 school districts and agencies. So a portion of the
22 But you can answer, if you have 22 proceeds went towards the payment of litigation
23 personal knowledge, Dr. Birkenmaier. 23 fees, which were never billed to the districts and,
24 MR. HOFFMAN: No. She can answer 24 in addition, anything above that was used in — o
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Page 30

Page 32

1 offset the cost of the pro rata biils. And on each 1 Q  Cormect. WeTe not talking about the
2 pro rata bill that was sent out, it showed the 2 monies -
3 amount of revenue that was applied to reduce the 3 A Okay. So to date —
4 total cost of the pro rata billing to the distriets 4 Q - spent on Bob Healy's case.
5 and agencies. 5 A - currently the District 204 case is
6 BY MR. HOFFMAN: 6 over a million dollars.
7 Q  How much of the $1,040,000 was used to 7 Q  Okay. And when you say the -- How
8 pay legal costs about? 8 much over a million dollars is it?
9 A I'msorry. Idon't recall that at 9 A Tdon't know that right now.
10 this point. I would have to look that up. I mean, 10 Q  And when you say that some or all of
11 I could tell you if I looked back to see what was 11 the $1,040,000 from the bond recoveries have been
12 applied towards pro rata reduction. 12 spent on litigation costs, do you mean the costs of
13 Q  Well, when you say "legal costs," do 13 the Bob Healy case, or do you mean the costs of the
14 you mean the fees of the lawyers who are 14 Disfrict 204 case, or do you mean both?
15 representing you in this case? 15 A I'mean the treasury bond proceeds were
16 A Yes. 16 applied to the losses incurred through Bob Healy's
17 Q  Okay. And there have been statements 17 actions. Nothing has been applied to the legal
18 made by you and Mr, Theissen in the press about the 18 fees for this case with Distvict 204. Those costs
19 expenses at certain points, and one of them stated 19 have been billed out to the districts.
20 that you'd spent in excess of $900,000 on legal 20 Q  Including District 2047
21 fees in this case. 21 A Including District 204.
22 Does that help you'to remember 22 Q  Whatis the justification of the TTO
23 the amount of money? 23 for asking District 204 to pay a portion of the
24 A T'msorry. Ibelieve you were talking 24 legal fees that you've incurred in order to sue
Page 31 Page 33
1 about Bob Healy's case. 1 District 2047
2 Q No. Idon't mean Bob Healy's ~ I 2 A School Code indicates that we bill to
3 asked you -- There was a $900,000, approximately, 3 cach district based on a School Code-designated
4 award for the TTO against Bob Healy; yes? But I'm 4 formula any expenses incurred by the TTO.
5 tatking about a different $900,000 figure; and that 5 Q  So inyour testimony, the $1,040,000
6 is, what we have seen in the press is an estimate 6 recovery in the bonds is all gone, correct?
7 of the — how much in legal fees has the TTO spent 1 A Yes. That was applied to the losses
8 in this case? 8 incurred through Bob Healy's actions, and it's
9 A TI'msorry. 1need clarification. 9 totally unrelated to this case.
10 Are we talking abeut the case 10 Q  Sohow much in - So when you say "the
11 against Bob Healy? 11 losses incurred through Bob Healy's actions,” are
12 Q  Okay. When Isay "this case" -- Let 12 you talking about the legal fees that were spent to
i3 me be clear. 13 chase Bob Healy for money?
14 When I say "this case," I mean - 14 A Yes.
15 the case that involves 204. Bob Healy is nota 15 Q  And how much was that -
16 party to this, So the case that we're here on 16 A Oh, that --
17 today -- 17 Q - approximately?
18 A Olay. 18 A T'msorry. That I'm not certain of.
19 Q  The 204 case — 19 Again, that occurred before I was hired.
20 A Ub-hub. 20 Q  Sowhat legal fees —
21 Q - howmuch money has the TTO spent on 21 A T'm assuming so.
22 that? 22 Q  So what legal fees are you talking
23 A So meving away from Bob Healy's case 23 about --
24 altogether — 24 A  Only--
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1 Q  --in terms of the 1,040,000 being 1 A Yes.
2 spent? 2 Q Did yourecover from anyone else?
3 A Only in the recovery of losses because 3 A Not at this time, no.
4 of Bob Healy's actions. 4 Q  Okay. The 1,040,000, how much of it
5 Q Okay. And recovery from whom and in 5 went 0 fees and how much of it went to offsets to
6 what context? 6 the districts, approximately?
7 A Recovery through the treasurer's 7 A TI'mserry. Idon't know that.
8 bonds, the surety bonds. 8 Q  Youhave no idea?
9 Q  So the money that you spent on legal 9 A Twould have to look that up. I don't
10 fees from the bond recoveries were legal fees to 10 recall -
11 get the bond recoveries? 11 Q  You couldnt even —
12 A Yes, some. 12 A --that.
13 Q  Okay. And what were the other legal 13 Q - ballpark it?
14 fees that you spent the bond recoveries on? 14 A Icouldn't. I'm sorry.
15 A Filing claim against Bob Healy to 15 Q  Okay. That's fine.
16 recover fees and to get the — get whatever 16 Now, in 2013, the TTO found money
17 recovery we could of the claim that we were 17 that was undistributed in interest income on its
i8 authorized to recover fees. 18 pooled investments, correct?
19 Q  Any other legal fees? 19 A T'm not sure what you mean we " found
20 A Not to my lmowledge; they were very 20 meney." _ .
21 specific to Bob Healy's actions. 21 Q  Okay. In2013, the TTO became aware
22 Q  Sothe two sets of legal fees that 22 that there were funds that were interest income
23 came out of the bond recoveries were for the 23 that had not been distributed to the districts,
24 lawsuit against Healy and for the bond recovery - 24 correct?
Page 35 Page 37
1 A Yes, and any - 1 A Ithinkit's difficult to just
2 Q  --legal work? 2 categorize it in that way becanse at the time that
3 A Any additional revenues that were 3 there was undistributed funds that were identified,
4 received were used to offset the annual TTQ 4 we were uncertain as to why the funds were
5 operating costs to reduce the bills to the 5 undistributed, and that required auditor assistance
6 district. 6 and accounting assistance to make a determination
7 Q  Sohow did you split the 1,040,000 7 of the undistributed fands.
8 between the legal fees and the offSets that you're 8 Q Okay. How much —
9 talking about, approximately? 9 A Tdon't think you can just assume that
10 A The million-forty was applied to the 10 that was an interest income specifically. There
11 legal fees, plus the recovery of lost income, 11 was money in the investment pool that was
12 whether that would have been — I mean, we didn't 12 undistributed, bt the purpose of that money or how
13 break it down to any great detail about where it 13 it needed to be applied was unclear at that time.
14 was applied, but — 14 Q Okay, Andwhen - Did it become clear
15 Q  Well, that's what I'm asking you now. 15 at any future time?
16 In other words, give me your best recollection -- 16 A We believe that in this last audit
17 and I don't want specific numbers because I know 17 that we were able to make a determination of the
18 you can't have them, but you've got a -- you 18 funds and, with greater clarity, have an
19 recovered 1,040,000 -- 19 understanding nvow of how those funds needed to be
20 A Yes, 20 applied.
21 Q  --onthe bonds? 21 Q  Okay. What did you learn, when did
22 A Yes. 22 you learn it? Start there,
23 Q  And you recovered about $400 from 23 A Probably somewhere in the timeframe of
24 Healy? 24 about December of 2016, and, I'm sorry, because I
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1 am not an accountant, I don't understand the 1 issue with a large pool of money. -
2 technical portions of it and I would have to refer 2 ‘What is the amount of -- [
3 back to the income -- or back to the audit, but I 3 understand that ioney varies over time. I have
4 know that also with market variation that that 4 accounts myself But what amount of money are we
5 number can move. 5 talking about in terms of trying to figure out its
6 Q  Well, what did you ~ So what did you 6 ~ purpose and what to do with it, the historical
7 learn? 7 basis and what we do with it now? How much money
8 A We had a greater clarity that the 8 is it, roughly?
9 income that was there was not necessarily interest 9 *A  I'would have to look in the audit to
10 income, and the question became what -- how was 10 give you that number specifically.
11 that money intended to be used or what is the 11 Q  Ididn't ask for a specific number,
12 purpose of that money or why do we have that kind 12 A Even a ballpark, I would have to —
13 of an accumnlation and, oftentimes, it's because of 13 Q  I'was very clear in my question that
14 movement in the market and the value of investments 14 I'm asking for an approximate rumber.
15 and, again - 15 A I would have to look at the audit to
16 Q  Well, how much money are we talking 16 tell you that number.
17 about? 17 Q  Isit $30 million?
18 A Again, that would vary from day to 18 A No.
18 day, but I believe at the time, I think that number 19 Q  Isit $10 million?
20 varied, and I think it could have been anywhere 20 A No.
21 from a million seven up. And I'm sorry -- 21 Q Isit$5 million?
22 Q Towhat? 22 A No.
23 A I'mnot certain and that's — 23 Q Isitmore like one to $2 million?
24 Technically, I don't feel prepared to answer that 24 A Idon't know the answer.
Page 39 Page 41
1 question — 1 Q  And where is this money physically?
2 Q Well-- 2 A Anyrevenues that we have held are
3 A —because I don't understand —~ 3 either in our brokerage accounts, our depository
4 Q  You're the treasurer -- 4 accounnt, or in investments.
5 A —the accounting of it. 5 Q  Andwhat led the TTO to try to figure
6 Q  Wait asecond. 6 out what the historical origin of this money was?
7 You're the treasurer of the TTO 7 In other words, how did it come about that there
8 and the one who's the point person for these 8 was a question about what is this money and where
9 issues, and you're telling me that there's some 9 did it come from?
10 amount of money but you don't know how much it is 10 A Through the audit process.
11 and you don't really know what it is, and I — I'm 11 Q  Okay. And what did you determine as
12 having difficulty understanding what your testimony 12 to where this money came from and what it is?
13 is and why you don't know. 13 A . The determination was made by our
14 A Right; . 14 auditors, and X would have to look that information
15 MR. KALTENBACH: Hold on. Objection. 15 up. Iam not that familiar with accounting
16 I don't believe that's a question. I think it's a 16 explanations to be able to explain to you why that
17 statement. So I'm going to object on the basis 17 money was there. :
18 it's not a question. 18 Q  So what's going fo, then, happen to
19 And, Dr. Bitkenmaier, you donlt 19 this pool of money? What is the TTO going to do
20 need to respond to his statements. 20 with it?
21 I also object on the basis that 21 A First of all, the reason that's a
22 it's argumentative. 22 difficult question to answer is, I don't know if
23 BY MR. HOFFMAN: 23 that has fo be applied towards something, I doun't
24 Q  Here's my question: There's some 24 know if that will be distributed. Ultimately, at
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1 the Treasurer's Office, we don't have a fund 1 objection which she gave -- she answered as I began
2 balance. We have a zero-based balance. 2 speaking.
3 And so the TTO is not keeping 3 I'm objecting that it is beyond
4 that money. If that money needs te be distributed, 4 the scope of this deposition.
5 it will be distributed. If there needs to be 5 MR. HOFFMAN: Okay.
6 accounting entries to account for that money, those 6 BY MR. HOFFMAN:
7 accounting entries will be taken care of, 7 Q  Please take a look at Theissen Exhibit
8 Q  Well, who's going to make that 8 No. 8.
9 decision and when is that going to be made? 9 (Whereupon, Theissen Exhibit
10 A We would need the direction of our 10 No. 8, previously marked,
i1 independent auditors to assist with that. 11 was tendered lo the witness.)
12 Q  And when is that decision going to be 12 BY THE WITNESS:
13 made? ) 13 A  Okay.
14 A 1think that the decision to be made 14 BY MR. HOFFMAN:
15 is — you know, we just became familiar with this, 15 Q  Now, this is a document that we marked
i6 and I think the question — and, of course, keep in 16 in Mr. Theissen's deposition. It'sa
17 mind that this is a moving target. If we 17 September 15th, 2013 memo, so it's just before you
18 distribute and the market declines, then we may be 18 arrived.
19 in a position of attempting to recover funds. 19 A Okay.
20 So there's always some money that 20 Q  And it says in the third paragraph,
21 is kept in a fluid situation so that we can meet 21 " .. .in reviewing prior year financial
22 whatever market conditions or cash flow needs or 22 statements, there appears to be some undistributed
23 whatever we may have. So it's not a elean answer. 23 funds. We have been actively communicating with
24 1 can't tell you that, and the answer could change 24 our new auditors regarding the possibility of
Page 43 Page 45
1 from day to day. 1 distributing these funds to the School Districts.
2 V Q  Soyouhave no idea what the TTO is 2 We want a better understanding and their signoff on
3 going to do with this pool of money right now 3 the issue before distributing these funds."
4 sifting here today? 4 Do you see that?
5 A Ultimately, any funds that we have 5 A Ido.
6 that -- will be distributed, It's a question of -- 6 Q  Arethose the same types of funds that
7 Q  When? ' 7 we're talking about in terms of the auditors making
8 A 1don't know when. 8 some kind of study of this as recently as
9 Q  Well, I understand -- 9 December 20167
10 A Idon't-- 10 A Not being able to speak for the
11 Q -~ the concept of reserving money to 11 treasuorer or the president of the trustees at the
12 change in market conditions. 12 " time, it would appear so.
13 A Swure. 13 Q  Well, here. Il let you speak for
14 Q  But assuming that you did that, when 14 yourself.
15 is this money going to get distributed? 15 A Olay.
16 MR. KALTENBACH: I'm going to object 16 (Whereupon, Theissen Exhibit
17 to -- 17 No. 9, previously marked,
18 BY THE WITNESS: 18 was tendered to the witness.)
i9 A Ycan't tellyoun. 19 BY MR. HOFFMAN:
20 MR. KALTENBACH: Hold on 20 Q  We've got Theissen Exhibit No. 9.
21 TI'm going to object. 21 This is a letter you wrote -
22 MR. HOFFMAN: There's no pending 22 A Olay.
23 question. 23 Q  --November 7th 0f2013.
24 MR. KALTENBACH: I'm just stating my 24 A Olay.
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1 Q  And it says in the third paragraph. 1 therefore distributing $500,000 in interest income

2 Once again, "As the Treasurer's Office" — No. I'm 2 from previous years."

3 SOITy. 3 Do you see that?

4 In the second paragraph, it 4 A Ido.

5 talks about the audit process, and it says, 5 Q  Isthat what the TTO did?

6 " . .. Miller Cooper determined that there is 6 A Yes,itis.

7 undistributed invesiment income held over from 7 Q  Okay. And it's $500,000 of what

8 prior years." 8 amount at that time that you belicved was in

9 Do you see that? 9 undistributed interest income?
10 A 1Idoe. 10 A [ believe at that time — and, again,
11 Q  So earlier, you said you didn't think 11 1 would have to verify this by looking it up —
12 it was investment income. 12 that it might have been 1.3 million at that point,
13 Isn't that exactly what it says 13 1.2,
14 here in your letter? 14 Q  Sowhy did the ~- ] understand about
15 A Yes. 15 the reserve for market changes.
16 Q  And so you've now, since writing this 16 But why did the TTO, in November
17 letter, determined that it may not be investment 17 of 2013, decide to distribute only 500,000 out of
18 income? 18 approximately 1.3 million?
19 A That's correct. 19 A We distributed some of it. Tt was —
20 Q Okay. So—~ 20 We didn't know exactly what it was, and so we
21 MR. KAL TENBACH: I'm going to 21 distributed what we felt that we could comfortably
22 object ~ 22 distribute.
23 BY MR. HOFFMAN: 23 Q  And what happened with the rest of the
24 Q  —whatis your -- So what is your 24 mouney?

Page 47 Page 49

1 understanding of what it is? 1 A Wt's still sitting.

2 MR. KALTENBACH: I'm going to object 2 Q  Okay. And why didn't you tell the

3 to this line of questioning, unless you want me to 3 districts in your November 7, 2013 letier what the

4 do it question by question, as being outside the 4 total amount was, and why did you only tell them

5 scope of the notice, buf I'm not going to instruct 5 what the amount was that you were distributing?

6 the witness not to answer. 6 A Atanygiven time, that number could

7 MR. HOFFMAN: Fine. 7 have changed.

8 BY THE WITNESS: 8 Q I that why you didn't tell them that,

9 A Xcan'ttell you. Since this was 9 because the mmnber might have varied slightly based
10 written, there has been more work and more 10 on mterest levels?
11 involvement from the auditors to take a look at 11 A Certainly, and another reason was
12 this pool of undistributed funds and, I'm sorry, 12 because we were uncertain what it was,
13 technically, I don't understand or know. T will 13 Q  Well, where in this letter did you
14 take my direction fi'om the auditors on that. I 14 express an uncertainty as to what the amount was? 5
15 know that we have exercised caution to make sure 15 A Tthink the only place I probably %
16 that we don't distribute money prematurely that 16 would have said that is in Paragraph — let's |
17 shouldn't be distributed. ' 17 see — Paragraph 2 where it said, " Prior years %
18 MR. HOFFMAN: Barry, the notice has to 18 audits did not distinguish or identify the K
19 do with claims of overpaid interest income fo 19 ‘undistributed interest income." g:
20 District 204, and this is part and parcel of that. 20 Q  So youre aware that in the annual z
21 This involves interest income, payments that 21 andits of the TTO prior to 2007, there were line :
22 apparently were not made. 22 items for the amounts of interest income .
23 BY MR HOFFMAN: 23 distributed to the districts and the amounts that |
24 Q  Itsays in your letter, "We are 24 were not distributed?
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AL

1 A I'msorry. Can you repeat that? 1 Are you talking about revenues? Are you talking
2 Q  Actually, you know what? I'l show 2 about expenditures? Are yon talking about
3 you those audits lafer. 3 month-ends?
4 A  Okay. 4 Q  What do you think "reconciliation
5 Q  And it will be easier to - 5 work” means?
6 A Okay. 6 A It's— It can be ali of the above.
7 Q  --talk about in the context of the 7 So reconciliation would be an accounting of - and
8 actual audits. 8 verification to ensure that all financial
9 So I'm clear, this amount of 9 transactions are recorded correctly and that
10 money that we're talking about in your November 10 there's supporting documentation for those
11 2013 Ietter, this is the same account or the same 11 transactions, and then reconciliation would be
12 pool of money that is still being discussed and 12 investigating any differences,
13 debated at the TTO and at its auditors as to what 13 Q  Inthe context of 204, does that
14 to do with it, correct? 14 involve making sure that the TTO's records and
15 A Yes. ) 15 District 204's records match up?
16 Q  Okay. And why has that taken over 16 A Yes
17 three years fo do? 17 Q  Okay. And whose responsibility is it
18 A Xthink it's just taken time to go 18 to do the reconciliation work?
19 that far back into the records and try to establish 19 A The TTO has assumed that
20 the links. The recordkeeping and auditing has 20 responsibility. According to School Code, cach
21 evolved over the years, and so it's just taken time 21 quarter, school districts and the Treasurer's
22 to get that done. 22 Office are expected to reconcile and make certain
23 Q  But how come after three yeais, you're 23 that if there's any differences in the records that
24 ' unable to tell me what the amount is, what it's 24 those are worked through.
Page 51 Page 53
1 from, and what the TTO intends to do with it? 1 Q  Is this process also known as
2 MR. KALTENBACH: Argumentative. 2 balancing?
3 BY MR. HOFFMAN: 3 A Yes, it can be.
4 Q  That's my question 4 Q  During your tenure, have the outside
5 MR. KALTENBACH: Objection. 5 auditors of the TTO ever been involved in
6 Argumentative. 6 reconciliation or balancing work?
7 BY MR. HOFFMAN: 7 A Let me ask for clarification on that
8 Q  You can answer. 8 question.
9 A 1think that I've tried to explain 9 If there is a difference that is
10 that to you, that that number can vary. And 10 neted by the auditors, they will advise ns that
11 without any certainty of what the purpose of the 11 they need the supporting documentation, and we will-
12 funds were, we're not comfortable distributing that 12 go back and provide that to them.
13 inconie. 13 So on a menthly basis, the TTO
14 Q  Aliright. We've been going about 14 would do the reconciliation work. When we turn
15 45 minutes. 15 that over to the auditers, if they find something
16 Do you want to keep rolling - 16 that needs to be followed up on or some sort of
17 A Sure, 17 discrepancy or something that needs to be
18 Q - ordo yon want to take a break? 18 explained, then they would work with us on that and
19 You're okay? 19 collect that information.
20 A Yes, 20 Q  Isitthe responsibility of the TTO to
21 Q  Allright. Tell me about the T21 pay the auditors for the work the auditors do on
22 reconciliation work that the TTO does for the 22 reconciliation and balancing?
23 districts. 23 MR. KALTENBACH: I'l object to the
24 A Can you be more specific about that? 24 extent it might call for a legal conclusion.
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1 You can answer. . 1 invoices and the invoices of Baker Tilly's
2 BY THE WITNESS: 2 predecessor firms, that's for annual audit work,
3 A Kit's in conjunction with the annual 3 correct?
4 audit, yes; it would be par¢ of the process, and 4 A Yes.
5 that is based on whatever their anaual audit work 5 Q  Okay. So that claim does not include
6 fee is. . 6 work that Baker Tilly did for reconciliation and
7 BY MR. HOFFMAN: 7 balancing work, correct, because that was the TTO's
8 Q  Okay. So that's the - Okay. Fair 8 responsibility, right?
9 enough. 9 A So far as I would expect, yes.
10 And then prior to 2013 and your 10 Q  Okay.
11 arrival, is it correct that the TTO's ~- Strike 11 A Could they have —
12 that. 12 Q Letme--
13 Are you aware fiom looking at 13 A Twant to make sure that I'm clear on
14 historical records prior to your arrival that 14 this, though. It's possible that they may have
15 Baker Tilly performed reconciliation and balancing 15 assisted with reconciliation in some form that I'm
16 work for the TTO during the time period that's 16 not familiar with. I mean, typically, an auditor
17 relevant to this lawsuit? 17 will sit down and ask you to explain why there's
18 A Not specifically, no. 18 differences in.amounts or changes year over year,
19 Q Okay. Your claim -- The TTO's claim 19 so I want to make sure that we're talking about the
20 against District 204 in this case with respect fo 20 same thing.
21 Baker Tilly's fees are for the costs of the annual 21 Q  Well, let me ask you this: Do you
22 audits, correct? 22 have any knowledge as to what reconciliation or
23 A Sofar as I know, yes. 23 balancing work Baker Tilly performed for the TTO?
24 Q  Okay. And so that doesn't include any 24 Because that all comes before your titne.
Page 55 Page 57
1 work that Baker Tilly did on recorciliation or 1 A Ycan't speak specifically to the
2 balancing, does it? 2 TTO's audit work. I'm sorry. I can't.
3 A You're talking about the period before 3 Q  During that time period?
4 I started my employment? 4 A Correct.
5 Q  Yes. 5 Q  Okay. Fair enough.
6 A Yam not that familiar with the 6 So you don't know from going back
7 details of the work that they did. 7 and doing any sort of investigation exactly what
8 Q  Well, this is the deposition of the 8 types of accounting work Baker Tilly did during
9 TTO, and the TTO has a claim for approximately a 9 that time period, correct?
10 half a million dollars against District 204 for the 10 A Notin any great detail.
11 Baker Tilly fees - 11 Q  Allright. Let's take a look at this
12 A Oh, okay. . 12 exhibit which we'll mark, please.
13 Q  —that were incurred from 1993 to 13 (Whereupon, TTO Deposition
14 2012, I believe. 14 Exhibit No. 4 was marked for
15 Are you aware of that? 15 identification.)
16 A Tam. 16 (Whereupon, document
17 Q  Okay. And so that's why I'm asking 17 tendered.)
18 you questions about it even though it's before your 18 BY MR. HOFFMAN:
19 time. 19 Q  Doctor, would you look at TTO
20 A I'msorry. Idid not make that 20 Deposition Exhibit No. 4 and confirm this is a :
21 connection. 21 letter that you sent to Dr. Kilrea on or about
22 Q Okay. Sothe claim in this case of 22 November 21st, 2014, please?
23 about a half a million dollars that the TTO has 23 (Whereupon, witness perusing i
24 against District 204 relating to Baker Tilly 24 document.) §
|
i
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1 BY THE WITNESS: 1 A Idon't have an understanding of why
2 A That's my signature. 2 they did that.
3 BY MR. HOFFMAN: 3 Q Do you think that that's important?
4 Q  And this is a letter that you sent to 4 MR. KALTENBACH: Objection.
5 Dr. Kilrea on or about November 21st 0£ 20147 5 Argumentative.
6 A  Um-hmm, 6 BY MR. HOFFMAN:
7 Q  "Yes'"™? 1 Q  You can answer.
B A Yes. 8 A The only thing that I can tell you
9 Q  Okay. Justasa --1know you haven't 9 firom personal experience, when I was at LaGrange
10 been deposed before, so the "um-hmms" and "un-uns" 10 106, I always had a copy of the - the audit costs.
11 are very -- 11 Q Butisn't it a fact that the TTO,
12 A It necds to be words. 12 during the time period relevant to this lawsuit,
13 Q - difficult for Kelly Ann here to 13 was knowingly and deliberately paying the audit
14 write down. So "yes" or "no" is much more 14 costs for District 204?
15 preferable. 15 A Thatis my understanding.
16 A Absolutely. 16 Q  What is your understanding based on?
17 Q  Allright. Andyouseein 17 A Thave printed out the reports from
18 Paragraph 2, it says, "Reconciliation work is 18 our financial computer system that show how
19 performed for all districts as required in School 19 payments were posted for all of the school
20 Code." 20 districts.
21 A Um-hmm. 21 Q  What do you understand as to why the
22 Q  Right? 22 TTO was paying for these costs?
23 A Yes. 23 A Idon't have any understanding of why
24 Q  And that's a comrect statement of - 24 they would be paying for the cost of 204's audit
Page 59 Page 61
1 A That is a correct statement. 1 because every other districts' audit fees were
2 Q  --how it works? 2 charged to their district accounts.
3 A Um-hmm. 3 Q  Did you think it was important for you
4 Q Okay. "Yes"? 4 to figure out why District 204, in your testimony,
5 A Yes. 5 was being treated differently during this time
6 Q  Okay. We are going to talk a little 6 period than the others?
7 bit about the -- You understand that Baker Tilly 7 MR. KALTENBACH: Objection.
8 used to be known as Virchow Krause and used to be 8 Argumentative.
9 known before that as William F. Gurrie, correct? 9 BY MR, HOFFMAN:
10 A Yes. . 10 Q  Than the other districts.
11 Q  Okay. So when 1 call the firm "Baker 11 A I'would have no idea why.
iz Tilly,” you'll understand that ] mean the three 12 Q Didyou talk to anybody at the TTO
13 itetations of the firm; yes? 13 about this issue?
14 A Okay. 14 A Not in any detail other than an
15 Q  Okay. Now, you're aware that during 15 awareness that the payments were being made out of
16 the time period relevant to this lawsuit, that 16 TTO funds.
17 Baker Tilly sent to the TTO the invoices for the 17 Q  Who did you talk to at the TTO about
18 annual andit for District 204, correci? 18 this issue?
i9 A Yes. 19 A My assistant, Lauralee Conway.
20 Q  They were physically sent to the TTO, 20 Q  Okay. And what did she tell you about
21 right? 21 why the TTO was paying for District 204's annual
22 A Yes. 22 audits?
23 Q  And what is your understanding as to 23 A [don't believe she knows why they
24 why Baker Tilly did that? 24 were paying for it either.
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1 Q  Didshe tell you -- And you talked to 1 A District 108, Willow Springs.
2 her back when about this? When did this 2 Q  Okay. And how much of the
3 conversation take place, approximately? 3 documentation in texms of your search that you did
4 A We've had conversations over the 4 in November of 2016 ~ how much of the
5 years, probably when I got there and read the 5 documentation was available versus missing?
6 Pawsuit that was — the claim that was being filed 6 A The documentation that showed the
7 against District 204, just as recently as a couple 7 postings to each of the individual district's sets
8 of months ago when she and I were working on 8 of accounts was available in our computer system,
9 looking through records to show that each district 9 and I personally pulled that information out.
10 had paid their own invoice with the exception of 10 If you're asking about the
11 204. 11 invoices, I'm not sure. We went down to
12 Q  Okay. And how many months ago did you 12 District 108. We reccived copics of the invoices :
13 g0 back to look at the payments to -- 13 that they had. We received copies of any contracts -
14 A November. 14 that they had for providing audit services :
15 Q  November 0f 20167 15 specifically with the auditors.
16 A Yes. 16 Q  Okay. And did Lauralee tell you why
17 Q  Okay. And you and Lauralee 17 the TTO paid for District 204's audits?
18 Connelly — 18 A No,
19 A Conway. 19 Q  Did you ask her?
20 Q  Excuse me. I'm somry. 20 A Idon'tspecifically remember asking
21 A Sure. 21 her, but I can tell you that I do recall that she
22 Q  Letme start over. 22 did not know why.
23 In November of 2016, you and 23 Q  Did you ask anybody else at the TTO as
24 Lauralee looked at the records of payments made for 24 to why the TTO was paying for District 204's
Page 63 Page 65
1 Baker Tilly audits for the other districts’ audits, 1 audits?
2 correct? 2 A No, not that I can recall.
3 A Yes, 3 Q Did you ever contact Judge Russell
4 Q  Okay. And what did you find out? 4 Hartigan, who was a trustee of the TTO during the
5 A We found that the charges for anoual 5 time period we're talking about?
6 audi fees for all of the other districts were 6 A Ne.
7 charged against the district, the specific district 7 Q Whynot?
8 funds, the respective district funds. 8 A Idon't know him.
9 Q  Okay. And why did you conduct that 9 Q  Why didn't you think it was -- And
10 investigation in November of 20167 10 there's another living trustee, Donna Milich.
11 A 1believe that we were asked to find i1 Have you ever contacted her about
12 supporting documentation about the origin of 12 anything?
13 payment. ) 13 A No.
14 Q Okay. And who asked you? 14 Q  Why didn't you contact the two living
15 A Ithink that that was part of the 15 trustees to get their recollections on this or any
16 discovery items that were done. In addition to 16 other issue in this case?
17 that, one of the superintendents from one of the 17 MR. KALTENBACH: Objection.
18 districts advised that he had copies of the 18 Argumentative, assumes facts.
19 invoices that he received and paid out of his 19 You can answer.
20 district funds -- 20 BY THE WITNESS:
21 Q  Okay. 21 A I didn't feel that was my place,
22 A --that were available o us, if we 22 BY MR. HOFFMAN:
23 wanted them. 23 Q Okay.
24 Q  Which district was that? 24 A 1don't know these individuals.

17 (Pages 62 to 65)

Thompson Court Reporters, Inc
thompsonreporters.com




Page 66 Page 68
1 Q  Whose place do you think it was? ! 1 of Bob's office was, we received our financial
2 MR. KALTENBACH: Objection. 2 reports, any -- we would receive a pro rata bill
3 Argumentative. 3 from him annually that didn't necessarily have any
4 BY MR. HOFFMAN: 4 supporting documentation. We would receive our
5 Q  Whose place do you think it was? 5 interest income via journal eniry.
6 A At that point, I believe that it would 6 Q  Did the interest income journal entry
7 be something that would come up during the lawsuit. 7 provide enough documentation for you to be able to
8 Q  Okay. So it was your lawyer's 8 determine whether the amount of money that was paid
9- responsibility, as far as you saw it? 9 to your district in interest income was, in fact,
10 A Idon't know that it was their 10 the amount that you should have received?
11 responsibility, but I assumed that we would be 11 A No.
12 required to provide some documentation about it. 12 Q  Whynot?
13 Q  Well, I'm not talking just about 13 A Tdon't knew.
14 documentation. I'm talking about why certain 14 Q 1 mean, what was missing? Why
15 things happened 20 years ago, and it doesn't seem 15 couldn't you tell if the interest income number was
16 like you made any effort, as the treasurer, to go 16 right when you got it from Healy?
17 back and talk to either the prior treasurer or the 17 A Well, we didn't have access to the
18 trustees. 18 financial records or the amount of interest that
19 So my question is why not? 19 was earned, market conditions. There was -- There
20 A My job is make sure that I take care 20 was no documentation. That was his work to do.
21 of the current operations of the Township — 21 Q  Did you ever express to Bob Healy at
22 Q  Have you ever - 22 any time your concem about lack of information or
23 A - Treasurer's Office? 23 documentation about your district’s investments?
24 Q - spoken with Bob Healy about what he 24 A Not that I recall specifically.
Page 67 Page 69
1 did during his tenure in any respect? 1 Q  Are yon aware that 204 repeatedly
2 A Only when I was a business manager. 2 tried to get more information on investments from
3 Q  Okay. 3 Bob Healy?
4 A Not since he's lefi the TTO. 4 A I am now; but at the time thatI was a
5 Q  And in your conversations with 5 business manager in another district, I was not.
6 Bob Healy when you were business manager, did any 6 Q  Did you ever have any discussions with
7 of those conversations have o do with payment for 7 Dr. Dennis Kelly when you were at LADSE about the
8 District 204's audits? 8 issue of investment income and the information that
9 A No. 9 the districts were getting from Healy on imvestment
10 Q  Were you-aware when you were a 10 income?
11 business manager at another district that the TTO 11 A None thatI recall
12 was paying for District 204's audus? 12 MR. KALTENBACH: Its been a little
13 A Ne 13 over an hour. Do you want to take a --
14 Q  Did Bob Healy tend to provide alot of 14 MR. HOFFMAN: Let's do it
15 information or disclosures to the districts during 15 MR. KALTENBACH: - quick break?
i6 the time he was treasurer? 16 (Whereupon, a brief recess
17 A Ne. 17 was had from 11:19 am. to
18 Q  What was your experience with 18 11:27 am.)
19 Bob Healy's supplying of information or 19 MR. HOFFMAN: Let's go back on the
20 documentation from your perspective as a busmess 20 record. ‘
21 manager? 21 BY MR. HOFFMAN:
- 22 A Ave you asking across the board? 22 Q  One of the things that we should cover
23 Q  Across the board. 23 before we get too far in the deposition is that, as
24 A . The information that we received out 24 your lawyer probably already told you, if's
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Page 70 Page 72
1 important for you not to guess or make assumptions 1 Bob Healy to Lisa Beckwith at District 204.
2 in the course of this deposition. 2 Do you see that?
3 What I'm asking for is actual 3 A [Ede. )
4 knowledge of you and the TTO on the issues we'te 4 Q  And you know who Lisa Beckwith is? "
5 discussing, 5 A Ido. :
6 Do you understand that? 6 Q  Didyou read her deposition testimony F
7 A Xdo, 7 in this case?
8 Q  Okay. Let's talk a little more about 8 A No.
9 the claim that the TTO has in this case for the 9 Q  Didyou read any of the deposition
10 return of money related to payment of Baker Tilly 10 transcripts of depositions taken in this case ;
11 audit fees. All right? 11 before coming here today? i
12 A Okay. 12 A [have seen Bob Healy's.
13 Q  Sodo you have any knowledge 13 Q  Did you read the whole --
14 whatsoever as to why the TTO paid for 14 A Ididn'tread it.
15 District 204's audits for certain years? 15 Q  Why didn't you read all of Bob Healy's
16 MR. KALTENBACH: Objection. Asked and 16 testimony?
17 answered. 17 A TLtwasn't offered to me to read.
18 You can answer. 18 Q 'Okay. Let's turn to Page 6 of what
19 BY MR. HOFFMAN: 19 has been marked as TTO Deposition No. 5.
20 Q  You can answer again. 20 A Okay.
21 A No. 21 Q  And it says under "Annual Audit," "The
22 Q Okay. And you did see in the filcs of 22 trustees hire and pay for the audit of the school
23 the TTO a document showing that the TTO knew it was 23 districts" - plural - "and the Treasurer's office
24 getting bills for District 204's audits and paid 24 in Lyons Township."
Page 71 Page 73
1 them knowing what they were for, right? 1 Do you see that?
2 A Ihave seen evidence of that, yes. 2 A 1do.
3 Q  Okay. And so there's no question here 3 Q Do you know why Bob Healy made this
4 that somehow the TTO accidentally paid these 4 representation to District 2047
5 invoices, right? 5 A Tdonot.
6 A Idon'tthink it was an accident. 6 Q Do you believe that it was factually
7 Q  Okay. Well, then I won't bother 7 inaccurate at the time he made it?
8 showing you the documentation — 8 A I 'would have no way to know.
9 A Okay. 9 Q  Soitmay or may not have been the
10 Q  —that we're talking about. 10 case in 1999 that the TTO hired and paid for the
11 _ Areyou also aware from seeing 11 audits of the school districts, plural?
12 documentation in the TTO's files that Bob Healy 12 A Idon't have firsthand knowledge of
13 told District 204 that the TTO was paying for the 13 that.
14 audits of all of the districts? 14 Q And-
15 A Idon't know that. 15 A Because you're asking me in reference
16 Q  Okay. Let's take a look at a document 16 to this statement. Is that correct?
17 which we'll mark here. 17 Q  Well, the statement is a statement of
18 (Whereupon, TTO Deposition 18 fact. It's saying the trustees - meaning the
19 Exhibit No. 5 was marked for 19 TTO --
20 identification.) 20 A Yes.
21 (Whereupon, document 21 Q  --hire and pay for the audit of the
22 tendered.) 22 school districts; yes? Do you see that?
23 BY MR. HOFFMAN: 23 A Yes,Ido.
24 " Q  This was an April 29, 1999 letter from 24 Q  And my question is ~ You've never
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Page 74 Page 76
1 seen this letter before, right? 1 from 2001 the same as your testimony about Healy's
2 A Thave seen this letter before - 2 statement that he made, which is identical, in the
3 Q Okay. 3 1999 letter? Then I wor't have to ask you all the
4 A - but not at that time. 4 same questions.
5 Q  When did you see this letter? 5 A Can you repeat that question?
6 A When we were pulling records for 6 Q  Okay. The statement that Healy made
7 discovery. 7 in this 2001 Ietter, which says --
8 Q Okay. Aad is the statement in this 8 A That we just -
9 letter that Bob Healy wrote which says, "The 9 Q - "The trustees” -- I'm sorry.
10 trustees hire and pay for the audit of the school 10 A This letter (indicating)?
11 districts" a true or untrue statement, or you don't 11 Q  The 2001 letter that's in front of
12 know? 12 you —
13 A Ican read what was writfen. 13 A Okay.
14 Q  Yes. 14 Q -~ in Conway Exhibit No. 2 --
15 A Dol have firsthand knowledge that 15 A OKkay.
16 this was an accurate statement? No. 16 Q - it says, "The trustees hire and pay
17 Q Okay, Who would know? 17 for the audit of the school districts and the
18 A Twould assume Bob Healy or Lisa 18 Treasurer's office in Lyons Township."
19 Beckwith, who wrote the letter. 19 A Okay.
20 Q  Okay. Now, Idid tell you about three 20 Q  Was that statement true as of
21 minutes ago not to make assumptions. Right? 21 Jamuary 12th, 2001?
22 A Yes. : 22 A No. »
23 Q  Okay. So can you answer that question 23 Q  Why do you say "no"?
24 without making assumptions? 24 A 1In2001?
Page 75 Page 77
1 A Canyou repeat the question? 1 Q  Right, 2001, just like the Kubrick
2 Q  Who would know whether Healy's 2 movie.
3 statement in this 1999 letter that says "The - 3 A Oh, January of 2001. I'msorry. I
4 trustees hire and pay for the audit of the school 4 could not answer that.
5 districts" — who would know whether or not that is 5 Q  And why can't you answer that?
6 true? 6 A Iwas not in the Township at that
7 A Tdon't know. 7 time.
8 Q  Okay. I'm going to show you another 8 Q  Okay. And you don't have sufficient
9 letter. This was marked as Conway Exhibit No. 2 9 familiarity with the records of the TTO in 2001 fo
10 already, and I'm just going to refer you to a 10 be able to answer that question, correct?
11 specific portion of it. It's a January 12, 2001 11 A Correct.
12 letter from Bob Healy to Dr. Dennis Kelly. 12 MR. KALTENBACH: I'm going to -- Hold
13 (Whereupon, Conway Exhibit 13 on, I'm going to object. )
14 No. 2, previously marked, 14 MR. HOFFMAN: Just asecond. She just
15 was tendered to the witness.) 15 answered.
16 BY MR. HOFFMAN: 16 MR. KALTENBACH: And I'm --
17 Q  Onthe page that's Bates numbered 189 17 MR. HOFFMAN: Did you get it?
18 inthe correr, it says under "Annual Audit,” "The 18 THE REPORTER: Yes.
19 trustees hire and pay for the audit of the school 19 MR. HOFFMAN: Okay.
20 districts and the Treasurer's office in Lyons 20 MR. KALTENBACH: Great. And I'm
21 Township.” 21 getting my objection in.
22 Do you see that? 22 MR. HOFFMAN: That's fine, Ijust
23 A Yes. 23 ‘want to make sure we got the answer.
24 24 MR. KALTENBACH: That's fine.

Q K your testimony about this statement
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1 MR. HOFFMAN: Say what you want to 1 the amended complaint, and this is the part of the

2 say. 2 School Code, you believe, that requires

3 MR. KALTENBACH: I object on the basis 3 District 204 and all of the other school districts

4 1 believe this information was already asked of the 4 fo have an annual audit performed, correct?

5 witness, and she answered with respect to prior 5 A That's what you're telling me, yes.

6 testimony. 6 Q  Well,is--

7 MR. HOFFMAN: Okay. Thanks. That's 7 A Based on what I've seen, but I haven't

8 an interesting objection. I'm not sure what 8 read this.

9 category that falls under other than coaching, but 9 Q  Okay. Well, yousaid you were
10 thanks so much. 10 familiar with the legal provision, and this is the
11 MR. KALTENBACH: Asked and answered; I 11 legal provision, so —
12 don't ~ . 12 A Iwant to clarify. I'm familiar with
13 MR. HOFFMAN: It wasn't answered 13 the requirement that we do an annual audit.
14 because I've never shown her this letfer before. 14 Q Right.
15 MR. KALTENBACH: That doesn't mean she 15 A Twould not say that [ am familiar
16 didn't answer the subject matter. i6 with the legal requirement -
17 MR. HOFFMAN: All right. Nice try. 17 Q Okay.
18 BY MR. HOFFMAN: 18 A - ingreat detail.
19 Q  Okay. The complaint filed in this 19 Q  Fair enough.
20 case in talking about the audit fees makes a 20 Is there any requirement in the
21 reference to part of the School Code. Let me just 21 School Code that requires District 204 to pay for
22 get the right page in front of me. 22 its own audit?
23 Okay. Paragraph 48 of the 23 MR. KALTENBACH: I'm going to object
24 pending complaint of the TTO, which I'd be happy to 24 to the extent it calls for the witness to make a

Page 79 Page 81

1 show you — although you're familiar with the 1 legal conclusion.

2 complaint, right? 2 BY MR. HOFFMAN:

3 A The current complaint? 3 Q  You can answer.

4 Q Yes. 4 A I'would say based on my knowledge of

5 A Yes. 5 what's in there, it has no indication of who pays

6 . Q  Okay. So Paragraph 48 talks about 6 for an audit, just that one must be completed.

7 Article 3, Section 7 of the School Code, and it 7 Q  Okay. Fairenough. .

8 says that that legal provision, quote, "Requires 8 Is there any legal requirement

9 that each school district have an audit of its 9 that applies to the TTO or to you, as a treasurer,
10 accounts completed at least once a year," et 10 that prohibits the TTO from paying for
11 cetera, et cetera. 11 District 204's audits?
12 Are you familiar with that 12 MR. KALTENBACH: Objection. Calls for
13 provision of the School Code? 13 alegal conclusion.
14 A Yes. 14 You can answer.
15 MR. HOFFMAN: Okay. Let's mark it. 15 BY THE WITNESS:
16 (Whereupon, TTO Deposition 16 A Iwouldn't nnderstand what the legal
17 Exhibit No. 6 was marked for 17 requirement would be. My understanding -- I don't
18 identification.) 18 have that level of understanding about who pays.
19 (Whereupon, document 19 BY MR, HOFFMAN:
20 tendered.) 20 Q  Okay. So you're not aware sitting
21 BY MR. HOFFMAN: 21 here today of any part of the School Code or other
22 Q  Dr. Bitkenmaier, I'm showing you TTO 22 law that would, as far as you know, prohibit the
23 Exhibit No. 6. Ii's a copy of Section 5/3-7 of the 23 TTO from paying for District 204's audits, correct?
24 School Code that's referred to in Paragraph 48 of 24 MR. KALTENBACH: Same objection.
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Page 82 Page 84
1 BY THE WITNESS: 1 That's the file --
2 A 1don't believe it's referred ¢o or 2 A Yes.
3 discussed, so I will say no, 3 Q  -- for District 108?
4 MR. HOFFMAN: All right. Let's mark 4 And let's look at the prior page,
5 this. 5 one before the end, and this file is for "Audit GL
6 (Whereupon, TTO Deposition 6 Detail Invoices."
7 Exhibit No. 7 was marked for 7 Do you see that?
8 identification.) 8 A Ido.
9 (Whereupon, document 9 Q  And this is the TTO's general ledger,
10 tendered.) 10 correct? When it says "GL," that means "general
11 BY MR. HOFFMAN: ‘ 11 ledger,” right?
12 Q  Allright. I've marked as exhibit -- 12 A Isit appropriate to assume here?
13 TTO Deposition Exhibit 7 a letter that I got from 13 MR. KALTENBACH: I'm going to object.
14 Gretchen Kubasiak at your law firm attaching a 14 I think there's a compound question there, so I'm
15 series of prinfouts. This also came with a disk of is5 not suxe --
16 electronic documents. 16 MR. HOFFMAN: Okay.
17 And the letter says that "These 17 BY MR. HOFFMAN:
18 documents concern audit payments that we intend to i8 Q Do you have any understanding of what
19 rely on. We requested these documents from our 19 the "Audit GL Detail Invoices” are?
20 client with respect to your client's assertion that 20 A Tunderstand what they are. There's
21 our client paid for all districts' audits. 21 nothing that's referenced here that weuld indicate
22 Included in these documents are ones we received 22 to me whose they are.
23 voluntarily from District 108 regarding their audit 23 Q  Okay. Do you know why these files
24 payments." 24 only go back to 1998?
Page 83 Page 85
1 Do you see that? 1 A Tdon't
2 A [do. "2 Q  Is there anyore other than you at the
3 Q  Isthat the documentation you were 3 TTO who sends documentation to your lawyers when
4 testifying about earlier that you pulled at your 4 they request it, let's say, in the past six months,
5 lawyer's request? 5 or are you the point person for sending documents
6 A Yes. 6 to the lawyers?
7 Q  Andyou puiled that in November 7 A Kelly Bradshaw.
8 0f2016? 8 Q  Kelly Bradshaw is the person who does
9 A Yes, 9 that?
10 Q  Okay. Do you know why it took until 10 A She would alse. Iwould. XIdon't
11 the end of February 2017 to — for the lawyers to 11 know if Lauralee necessarily would be a frontline
12 send these documents on to us? 12 for that. She might send something on my behalf.
13 MR. KALTENBACH: 1 object. If's 13 Q  Okay. The documents from the -~
14 beyond the scope. 14 MR. HOFFMAN: Let's mark this.
15 ‘You can answer. 15 (Whereupon, TTO Deposition
16 BY MR. HOFFMAN: 16 Exhibit No. 8 was marked for
17 Q  You can answer. 17 identification.)
18 A I'm not familiar if this information 18 (Whereupon, document
19 was requested earlier. The reason that we went in 19 tendered.)
20 and did such a detailed pulling of documents was 20 BY MR. HOFFMAN:
21 District 204 offered up that they had decumentation 21 Q  Deposition Exhibit No. 8 is a printout
22 that showed that they paid their own fees. 22 of the documents we just saw a hard copy of the
23 Q  Well, the last page of this document, 23 file and PDF listing of. It's for the Audit GL.
24 TTO 7, has the District 108 information, right? 24 Detail. This is what the actual documents are.
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Page 86 Page 88 E
1 A Okay. 1 to District 104? |
2 Q  Andso it's TTO Exhibit No. 8. 2 A Yes |
3 A Okay. 3 Q  Okay. And do you see over time that
4 Q  Arethese printouts for - Well, what 4 the look of these printouts — there's a run from
5 are these printouts? 5 1993 through 2005. Then there's a run from 2005 to
6 A Well, the - 6 2006. Then there's a run from 2006 10 2012.
7 Q  What are these? What are we looking 7 ‘Why are there three different
8 at? 8 sets of documents for this general ledger printout
9 A The first page would be the detail of 9 for District 2047
10 all the transactions that were made by the 10 A Probably based on the way that they're
11 Treasurer's Office. 1can tell you from this that 11 archived.
12 it's for the period of '97 through '98 made to 12 Q  They're archived differently, and so
13 William Gurrie as the vendor. 13 you need to go in the system and run different
14 Q Right. 14 reports for different years?
15 A These are the TTO expenditures. 15 A Absolutely.
16 Q  And why does this only go back to the 16 Q  And doyou see in the last — the
17 1998 fiscal year? ‘ ) 17 third to last page, the final set of printouts,
18 A This indicates to me that this is one 18 there is an account nurnber for 1-2310-317-1-0?
19 fiscal year. I don't know - 19 A Yes.
20 Q  'This is the first one, as you can see 20 Q  What does that mean?
21 from the list of — As you can see from the list 21 A Well, "1" would indicate the fund that
22 that came with the production, this is the first 22 the bill is being paid out of, and that means
23 one, and so I printed it out so you could see what 23 education fund, And that's set up based on the tax
24 they look like. 24 levy structure, so we know that those are education
Page 87 Page 89
1 My question is, how come they 1 tax levy funds.
2 start in the 1998 fiscal year and don't go back any 2 ""2310" would indicate the
3 further? 3 function, so 2310 -- And I have to refer back here
4 A Idom't know. ) 4 to tell you. 2310 would indicate that it is the
5 Q  Arethe documents missing from the 5 Board of Education function within the school
6 TTO's files for the 1997 and earlier fiscal years 6 District.
7 for the general ledger printouts? 7 317" would be the object code
8 A Idon't know that. 8 number, and that would relate specifically to the
9 MR. HOFFMAN: Let's mark this. 9 fact that these are audit fees,
10 (Whereupon, TTO Deposition 10 Q What's "318"
11 Exhibit No. 9 was matked for 11 A "318" is legal fees.
12 identification.) 12 Q Okay.
13 (Whereupon, document 13 A And you can see that --
14 tendered.) 14 Q  Why are there legal fees or anything
15 BY MR. HOFFMAN: ] i5 from 318 included in this printout that was
16 Q  Tm showing you TTO Exhibit No. 9. 16 provided to us?
17 A Aliright. 17 A Ithink the reason that it was
18 Q  This is a printout from the document 18 provided is that because William F. Gurrie is
19 production we just referenced, and it's just a 19 listed as a vendor, and it was charged te the
20 portion of it. These were all the printouts that 20 "legal fee" line, whick could indicate that it was
21 had to do with 104. 21 something directly related to a legal service or
22 And so my question to you is, 22 that it was a misplaced payment that would have had
23 does the column in the middle on the first page 23 to require a journal entry to collect later.
24 that says "104" - does that mean that it relates 24 Q  Well, doyou know?
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Page 90 Page 92
1 A Idon't know for certain. I would 1 BY THE WITNESS:
2 have to look at the detail on the documentation to 2 A OnPage33?
3 support it. Typically, if I could look throngh 3 BY MR. HOFFMAN:
4 here, I might be able to explain it, but I can't 4 Q  Correct.
5 just from looking at this alone, 5 A Okay.
6 Q  We're going to look at a document that 6 Q  So Ms. Bradshaw testified that
7 was previously marked as Theissen Exhibit No. 13, 7 Baker Tilly had invoices from at least 2006 on and
8 (Whereupon, Theissen Exhibit 8 maybe sometime prior to that, but she did not know.
9 No. 13, previously marked, 9 A Can you help me understand where
10 was tendered to the witness.) 10 you're at in this document, what line?
11 BY THE WITNESS: 11 Q  Sure. Page 33, Lines 2 through 15.
12 A Okay. 12 A Oh, okay.
13 BY MR. HOFFMAN: 13 Q  Why don't you read that testimony?
14 Q  It's from March 8, 2013. 14 (Whereupon, witness perusing
15 That's before your time as 15 document.)
16 treasurer, correci? 16 BY MR. HOFFMAN:
17 A Yes. 17 Q My question to you is, does that
18 Q  Okay. And you see that there's a 18 testimony of Ms. Bradshaw help refresh your memory
19 statement of audit and accounting fees for 19 as to how far back Baker Tilly's invoices were kept
20 District 204 for the years 2006 to 2012, right? 20 and provided to the TTO?
21 A Yes. 21 A I'msorry. Can you hold that question
22 Q  Okay. And even though you weren't 22 for a2 minute while I finish reading?
23 there at the time, I'm asking, as TTO's 23 Q  Sure. Go ghead.
24 representative, why was the initial claim from the 24 A Thank you.
Page 91 Page 93
1 TTO to District 204 for these audits fees limited 1 Q Il start over.
2 to the 2006 to 2012 time period? 2 A Okay. Thanks,
3 A Idon't know. 3 (Whereupon, witness perusing
4 MR. KALTENBACH: I'm going to object 4 document.)
5 as to vague. That's fine. 5 BY THE WITNESS:
6 BY THE WITNESS: 6 A Okay.
7 A Idon't know. 7 BY MR. HOFFMAN:
8 BY MR. HOFFMAN: 8 Q  So does Ms. Bradshaw's testimony about
9 Q  Isotit comect that Baker Tilly's 9 how far back Baker Tilly's copies of invoices went
10 documents on its invoicing that the TTO asked for 10 help refresh your memory on the subject of how far
11 and got from Baker Tilly at some point only went 11 back did Baker Tilly's invoices go when the TTO
12 back to 20067 12 asked fo get them?
13 A Idon't know. 13 A That doesn't help me.
14 ' MR. HOFFMAN: Il be right back. 14 Q Okay. Soyouhaveno idea how far
15 (Whereupon, there was a 15 back Baker Tilly's invoices go, right?
16 brief inferruption.) 16 A Idid not look at the Baker Tilly
17 BY MR. HOFFMAN: 17 invoices back that far. That would have been work
18 Q Okay. Theissen Exhibit No. 4 is the 18 she would have werked on.
19 deposition of Kelly Bradshaw taken in this case. 19 Q  How far back did the TTO's copies of
20 I'm going o show you her testimony on Page 33. 20 invoices go for its payments for District 204's
21 Your counsel can look over your shoulder. 21 audits?
22 (Whereupon, Theissen Exhibit 22 A Tdon't kuow.
23 No. 4, previously marked, 23 Q  There were many years in which the TTO
24 was tendered to the witness.) 24 did not have copies of invoices for these costs,
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Page 94 Page 96
1 correct? 1 mind.
2 A I don't know. 2 And you've never seen this in the
3 Q  Soyou have no idea why in Theissen's 3 fifes of your —
4 letter, Exhibit No. 13, the claim only went back to 4 A Thave not, no.
5 20067 5 MR. HOFFMAN: Let's mark thisas 11
6 A No. 6 and thisas 12. ‘
7 MR. KALTENBACH: I1I object as vague. 7 (Whereupon, TTO Deposition
8 BY MR. HOFFMAN: 8 Exhibit No. 11 and TTO
9 Q  Let's take a look at — 9 Deposition Exhibit No. 12 were
10 MR. KALTENBACH: Hold on. 10 marked for identification.)
11 Can you pause for a minute so | 11 (Whereupon, documents
12 have a chance to state my objection? 12 tendered.)
13 THE WITNESS: I'm sorry. 13 BY MR. HOFFMAN:
14 MR. KALTENBACH: That's okay. 14 Q  Allright. I'm going to provide you
15 MR. HOFFMAN: Let's mark this. 15 with two tables of charts. These appear to be a
16 (Whereupon, TTO Deposition 16 list of audit fees for which the TTO is making a
17 Exhibit No. 10 was marked for 17 claim in this case. The first one, which has the
18 identification.) 18 larger font and has a grand total of 473,000 and
19 (Whereupon, document 19 change, is TTO Deposition Exhibit No. 11.
20 tendered.) 20 The second one with the smaller
21 BY MR. HOFFMAN: 21 font has a grand total of 511,068.60, which also
22 Q  The document that I marked as TTO 22 corresponds to the amount stated in the amended
23 Deposition Exhibit No. 10 is a document that comes 23 complaint.
24 from the files produced to us in this case. It 24 A Okay.
Page 95 Page 97
1 appears to be a printout that runs through 1 Q  Ijust want to make sure that you
2 August 31st, 2013, that provides backup or at least 2 understand what T understand, and there's no hiding
3 correlates with the amount —- 3 of the ball here.
4 A Okay. 4 A Okay.
5 Q  —thatis in Mr. Theissen's letter, 5 Q  So are you familiar with these
6 Theissen Exhibit 13. Tl show that to you, so you 6 printouts?
7 understand the same thing that T understand. 7 A T have not seen this before until you
8 (Whereupon, document 8 just handed it to me.
9 tendered.) 9 Q  Is this Kelly Bradshaw's work, to the
10 BY THE WITNESS: 10 best of your knowledge?
11 A Olay. 11 A Idon't know.
12 BY MR. HOFFMAN: 12 Q  Well, who did this? Who created these
13 Q  And yousee that the amounts are the 13 charts?
14 same; yes? 14 A Idon't know.
15 A Yes. 15 Q  Are these charts the basis for the
16 Q  Ate you familiar with this document, 16 claim that the TTO has made in this case for
17 TTO Deposition Exhibit Ne, 107 17 repayment of audit fees from District 2047
18 ‘A Idon't recall secing this before. 18 A TIdon't have firsthand knowledge of
19 Q Do youknow why this is limited to the 19 that.
20 2006 to 2012 period noting that this was created 20 Q  Youreally don't know what that is? :
21 during the time you were treasurer? 21 A Icanunderstand what it is by looking E
22 A No. And I didn't begin as treasurer 22 atit. é
23 until October of 2013. 23 Q  Okay. i
24 Q  Oh,I'msorry. My mistake. Never . 24 A T know that the -- j

25 (Pages 94 to 97)

Thompson Court Reporters, Inc
thompsonreporters.com



Page 98 Page 100
1 Q  That's good. 1 Copy." And for the first 20 or so entries, it says
2 A --$511,000 number is 2 number I am 2 "No"? :
3 familiar with. 3 Do you see that?
4 Q Right. That’s the amount of the 4 A [Ide.
5 claim, right? 5 Q  Does that correctly reflect that the
6 A Yes. 6 TTO does not have the actual invoices from the
7 Q  Okay. So this is the backup which 7 Baker Tilly firm for District 204's audits for
8 details all the invoices that add up to the 511,000 8 those time periods?
9 number, correct? Yes? 9 A Idon‘tknow.
10 A Are you asking me if it appears that 10 Q  Well, do they or don't they? With
11 way? 11 respect -- Without regard to this document, does
12 Q Yes. 12 the TTO have a copy of the invoices sent from
i3~ A Yes. 13 Baker Tilly to the TTO for District 204's audits
14 Q- Imean, you are the treasurer of the 14 for the 1993 through 1995 time period?
15 TTO and — 15 A Iyou're asking me —
16 A Yes. 16 THE WITNESS: Okay.
17 Q  —you'e the designated 17 MR. KALTENBACH: If you want to
18 representative here, so -- 18 consult with me on if it's privileged or not, we
19 A Ttwould appear that way. 19 can discuss that.
20 Q  Okay. Great. Terrific. 20 THE WITNESS: No.
21 And you 5ee in the -- Do you know 21 MR. KALTENBACIH: But otherwise --
22 why the claim amount increased in this case from 22 Okay.
23 473,000 to 511,000? 23 BY THE WITNESS:
24 A IfTlook through it, I might be able 24 A Ifyou're asking me to speculate that
Page 99 Page 101
1 to explain that. 1 we have these or don't have these, I cannot
c2 Q  Well, presumably, there are a few more 2 speculate. I can only tell yon, 1 don't know
3 invoices that got thrown on that added up to a 3 becaunse I don't have firsthand knowledge of these
4 bigger number. I think I can figure that out. 4 documents.
.5 A Ohkay. 5 BY MR. HOFFMAN:
6 Q  What I'm asking is, do you know of 6 Q  Okay. And you see that the answer
i any -- Why did the c¢laim amount increase in this 7 for - Well, the answer for "No” for "Invoice Copy"
8 case? What happened to make it increase? 8 went from "No" info the next document, it says
9 A 1 believe your explanation would be 9 "GL," which is "general ledger," correct?
10 the appropriate explanation, 10 A Yes.
11 Q  Well, who went back and looked through 11 Q  And sois it frue that the TTO is
12 what records to find additional invoices to add on 12 relying on general ledger entries for some of the
13 to your claim? 13 audit costs that it's claiming in this case?
14 A Kelly Bradshaw. 14 A Ttwould appear that they were
15 Q  And at whose direction? 15 recorded in the general ledger, yes.
16 A 1don't know. 16 Q Do you know why the TTO appears to be
17 Q  Whendid that take place? 17 missing records from its files? .
18 A Idon't know. . 18 A No.
19 Q Okay. Andyouhave tio idea when these 19 Q  Areyou aware of a flood that occurred
20 documents were created? 20 or that Bob Healy claimed occurred at the TTO's
21 A There is no reference date, no. 21 offices?
22 Q  Okay. Do you see onthe bottom 22 A Thave heard that, but I don't know
23 right-hand — or excuse -- the far right-hand 23 anything about it.
24 column of TTO Exhibit No. 11, it says, "voice 24 Q  What have you heard about it?
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1 A 1heard that there was a flocd that 1 past, some as far back as 20 years ago, aren't you?
2 damaged records. 2 A Yes.
3 Q  When was that? 3 Q  And so isn't it important to have an
4 A Idon't know. 4 understanding as to what documents the TTO does and
5 Q  Who told you that? 5 doesn't have from that relevant time period?
6 A Lauralee. 6 A Tunderstand that when there was a
7 Q  When did she tell you that? 7 floed that they salvaged as much of the
8 A When I first started. 8 documentation as they could by drying it out. If
9 Q  Okay. And what did she say -- What 9 the documents don't exist, I don't kmow why. And I
10 records were lost as a result of the flood? 10 don't question why they were lost or what was lost
11 A We didn't have a detailed conversation 11 because they're historical documents, and they were
iz about that. 12 not relevant to the operations when I was there.
13 Q  Didn't you think it was important to 13 MR. HOFFMAN: Lets merk this, please.
14 know what records were missing from your files - 14 (Whereupon, TTO Deposition
15 MR. KALTENBACH: Object — 15 Exhibit No. 13 was marked for
16 BY MR. HOFFMAN: 16 identification.)
17 Q  Didn't you think it was important to 17 (Whereupon, document
18 know what records were missing from your files? 18 tendered.)
19 A Olay. 19 BY MR. HOFFMAN:
20 MR. KALTENBACH: Objection. 20 Q  TTO Exhibit No. 13 is another set of
21 Argumentative, 21 documents that came from the production that we
22 BY MR. HOFFMAN: 22 received in this case from the TTO.
23 Q  Didn't you think it was important to 23 A Okay. )
24 know what documents were missing from the TTO's 24 Q  These appear to be a series of general
Page 103 Page 105
1 files? 1 ledger printouts or portions of general ledger
2 MR. KALTENBACH: Objection. 2 printouts that relate to amountfs for your claim
3 Argumentative. You've asked it twice. 3 against the TTO as to audits fees.
4 MR. HOFFMAN: I haven't gotten an 4 Is that what this looks like to
5 answer. 5 you?
6 MR. KALTENBACH: Because I objected. 6 A Yes.
7 MR. HOFFMAN: Because you keep 7 Q  Okay. And who provided this - who
8 interrupting. 8 provided this — I'm sorry.
9 MR. KALTENBACH: I'm objecting, 9 ‘Who was the person who selected
10 BY MR. HOFFMAN: 10 these particular items to capture in a report to
11 Q Goahead. You can answer. 11 form the basis of the TTO's claim?
12 MR. KALTENBACH: You can answer based 12 A I'm net certain,
13 on iy objection. Go ahead. 13 Q  So you don't know who did this work
14 BY THE WITNESS: 14 that's reflected in TTO Exhibit No. 13, do you?
15 A No 15 A T'mnot--
16 BY MR. HOFFMAN: 16 MR. KALTENBACH: Objection. Vague.
17 Q  Why didn't you think it was important? 17 You can answer.
18 A Historical documents didn't have 18 BY THE WITNESS:
19 relevance to the current operation. 19 A Y'm not certain,
20 Q  Well, they do have relevance to this 20 BY MR. HOFFMAN: :
21 lawsuit, don't they? 21 Q  Okay. Do you know the parameters for
22 A Understood. 22 which -- Now, the work was doxne, it says in the
23 Q  And you're seeking $4.6 million from 23 upper left-hand corner, on May 11th of 2015.
24 District 204 based on things that happened in the 24 Do you see that?
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1 A Ido. 1 that $8,000 charge had to do with District 204 and
2 Q  And that was during the time you were 2 not the TTO or some other entity's audit? :
3 treasurer, right? 3 A Idon't know. i »
4 A Yes. 4 Q  We see from the chart that we looked
5 Q  Okay. And so do youremember having 5 at in TTO Deposition Exhibit No. 11 and 12 that the
6 any discussions with Kelly Bradshaw or anybody 6 1993 general ledger entries didn't have supporting
7 else, Lauralee, whoever it might have been, around 7 invoices.
8 that time about going back through the general 8 And so how does the TTO know that
9 ledger entries for the TTO and finding things that -9 this $8,000 charge was for Disirict 204's audits in
10 might be related to the annual audits of 10 light of that fact?
11 District 2047 11 A Xdon't know.
12 A T know that we've been pulling 12 Q  There's another listing on this for
13 documents for a long time. 13 September 15th of 1993 and, like the last one we
14 Q  Okay. But specific with respect to 14 just Iooked at, there's no indication this has
15 the District 204 annual aundits and these general 15 anything to do with District 204.
16 ledger entries, do you know who was assigned that 16 ‘ How does the TTO know that this
17 job and what they were told to do with respect to 17 has to do with District 204's audits?
18 that job? 18 A Idon'tknow,
19 A Idon't recall 19 Q  There's another listing for
20 Q  Okay. And so when you look at the 20 November 15, 1993, the second entry, with that
21 first page of TTO Deposition Exhibit No, 13, there 21 date, and instead of "District 204" in the prior
22 is a listing for — the first one says "Business 22 entry, it says "All,” and it's for $800.
23 Services" — it says "S-e-1," but that's short for 23 Do you sce that?
24 "Business Services," correct? 24 A Ido.
Page 107 Page 109
1 A Yes. 1 Q  How does the TTO know that that eniry
2 Q  And it says, "Anmial Audi," A-u-d-i, 2 has to do with District 204's annual audit?
3 but we can make sense of that and say it's "Annual 3 A Idon't know. -
4 Audit," right? ) 4 Q  Why if this related to "all” something
5 A Yes. 5 would this amount then be specific to District 204?
6 Q Okay. So that's something that the 6 A I could only answer that based on
7 TTO believes was for the ammual audit of 7 practice, not on certainty with my personal
8 District 204, correct? 8 knowledge. )
9 A Yes, 9 Q  Okay. Now, let's take a look at the
10 Q  Okay. And then you see the second -- 10 entry for May 13th, 1994.
11 Now, that's an eniry dated July 1 of 1993, correct? 11 A Okay.
12 A Correct. 12 Q It says, "District 204 Balancing,"”
13 Q  And the second entry is basically the 13 A Okay.
14 same, although the amount is different. 14 Q "Yes"™
15 The third entry is for July 15th 15 A Yes. Isce that,
16 of 1993. 16 Q  Why does -- Why does the TTO take the
17 Do you see that? 17 position that this invoice for balancing work was
18 A Ido. 18 actually for the District 204 annual audit?
19 Q  And then it also says "Business 18 A You're asking me why the TTO kas this
20 Services Annual Audit"; but unlike the last two 20 listed as annual audit work?
21 entrics, there's no reference to District 204 in 21 Q  Right. And if you see, if you look at
22 the "Busitess Services" column, correct? 22 TTO Deposition Exhibit No. 12 which has the
23 A Correct, 23 $511,000 claim figure that adds up to --
24 Q  Okay. Sohow did somébody know that 24 A OKkay.
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Page 110 Page 112
1 MR. KALTENBACH: Make sure that's 1 to what it might mean, what exactly is that charge
2 correct. 2 for $2,343 that you're asking District 204 to pay
3 BY MR. HOFFMAN: 3 you back for?
4 Q  ~[continuing] that adds up to the 4 A T'would have to see the documents, and
5 amount of the claim, do you see here — just a 5 I'd have to understand the work papers. I'm
6 second -- do you see here where my thumb is 6 telling you that, based on my experience, my
7 (indicating) that there's an entry for 5/13/1994 7 professional experience, that this could be part of
8 for District 204 balancing? . 8 the annual audit.
9 A Yes. 9 Q Tt could be, but you'e not sure?
10 Q  And that that is a part of the 10 A Unless I see the source documents, no.
11 ultimate claim for $511,000 contained in the 11 Q  And when you say "the source
12 complaint? __ 12 documents,” you mean the bill from Baker Tilly?
13 A Yes. Isee that. 13 A Not necessarily; it might require
14 Q  And my question is, why is an invoice 14 something more than that. I may have to see the
15 ‘that's clearly marked as balancing part of your 15 work papers.
16 claim for fees that you're seeking to recover for 16 Q  Okay. Has anybody looked at the work
17 District 204's annual audits? 17 papers to make sure that this is a proper part of
18 A Are you asking for my opinion? 18 your claim?
19 Q  Tm asking for your testimony as the 19 A 1don't know that we'd have those work
20 designated representative of the TTO. 20 " papers. They may be the auditor's work papers. I
21 A Balancing would be part of the annual 21 do not know what the source documents would be.
22 audit, ’ 22 Q  Thereis also a claim for -- There's
23 Q Okay. We talked earlier about 23 an enfry on TTO Exhibit No. 13 dated March 3, 1994.
24 balancing being part of the TTO's responsibilities 24 A Yes.
Page 111 Page 113
1 in cannection with reconciliation work. 1 Q  And it says it's for audit, and it's
2 Why is your testimony different 2 in the amount $4,655, right?
3 now? 3 A Yes.
4 A Tdon't think my testimony is 4 Q  How do you know that that's the andit
5 different. 5 of District 204 that we're talking about here?
6 Q  Explain why balancing work is not the 6 A Idon't know.
7 responsibility of the TTO. You said that -- You 7 Q  And isn't it true that the enfry --
8 said earlier that balancing work was the 8 Let me just make sure I've got my numbers right.
9 responsibility of the TTO and that the auditors, 9 Give me one second.
10 from titne to time, helped out with that function. 10 A Sure.
11 A Yes. 11 (Whereupon, counsel perusing
12 Q  Sowhy would you seck in this case fo 12 document.)
13 recover an amount of money that had to do with 13 BY MR. HOFFMAN:
14 balancing work? : 14 Q  Idont want to run through every page
15 A Ifbalancing -- If there were numbers 15 of this document.
16 that the aunditors discovered that did not match and 16 So is it fair to say if I asked
17 - they needed to do the research to understand why 17 you the same sorts of questions with respect to
18 they didn't match, that may be referred to as 18 other years that are set forth in TTO Deposition
19 balancing, 19 Exhibit No. 13, your answers would be the same,
20 Q  Well, you say "it may be," but you 20 which is that you don't have any information about
21 don't have a copy of the invoice. All you have to 21 particular entries in this document?
22 go on is the general ledger entry as reflected in 22 MR. KALTENBACH: I'm going to object
23 Exhibit No. 12. 23 as to vague and that it mischaracterizes.
24 So aside from your speculation as 24 You can answer, Dr. Birkenmaier.
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Page 114 Page 116
1 BY THE WITNESS: 1 (Whereupon, TTO Deposition
2 A Based on the description that's 2 Exhibit No. 14 was marked for
3 provided and abseat the source documents to 3 identification.)
4 understand fully what the charges are, at ¢his 4 BY MR. HOFFMAN: :
5 time, in this room, I could not tell you. 5 Q  Dr. Birkenmaier, I'm handing you TTO
6 BY MR. HOFFMAN: 6 Exhibit No. 14.
7 Q  Now, you also have printouts for the 7 (Whereupon, document
8 318 category, which is Legal Fees, correct, if you 8 tendered.)
9 turn to Page 3 of Exhibit 13? 9 BY MR. HOFFMAN:
10 A Yes. 10 Q  This is a document that came from the
11 Q  And you see that the very last entry 11 files that were produced to us, I didn't print out
12 dated June 30, 1994, for William F. Gurric -- 12 the whole series of printouts that date back to
.13 A Yes? 13 - March 9th of 2015 according to the date in the
14 Q  --has areference for District 204, 14 upper left-hand column.
15 and it says "Business Services, Legal Services." 15 A Okay.
16 Do you see that? 16 Q  This is just the first set of
17 A Ido. 17 printouts for the first few years involved in the
18 Q  Did William F. Gurrie provide legal is TTO's claim.
19 services, to your knowledge? 19 A Okay.
20 A Not to my knowledge. 20 Q  Have you seen this document before,
21 Q  Okay. Do you know why this entry and 21 please?
22 there's a number of other entries like it for 22 A Not that I recall.
23 William F. Gurric are listed under Source Code 3187 23 Q  Okay.
24 A  Idonot. 24 A It's possible.
Page 115 Page 117
1 Q  Arethose entries included in the 1 Q  And do you see that somebody went
2 TTO's claim in this case or you don't know? 2 through and apparently made some — Ch, what is
3 A Idon'tknow. 3 this document?
4 Q Do yousee on TTO Exhibit No. 12, 4 A This would be the Statement of Fund
5 which contains the amount that TTO is seeking to 5 Accounts.
6 recover in this case on this issue -- do you see 6 Q  Which 1 know it says that at the top.
7 that there are a number of descriptions for 7 A Right,
8 "Business Services, Legal Services" listed in the 8 Q  What does that mean?
9 "Description” column? 9 A It would identify any expenditures
10 A  Ido. 10 that were made.
11 Q Do you know why those exist? 11 Q  From which find and on what basis?
12 A Idonot. 12 A 1cannot specifically tell that this
13 Q Do you know what type of work 13 was distributed among funds. The only thing that T
14 William F. Gurrie was performing when the 14 can fell you is that it sippears to only be the
15 description placed in the general ledger for the 15 education fund based on the acconnt number at the
16 TTO was listed as "Business Services, Legal 16 top of this document.
17 Services"? 17 Q  When you say "the education fund,"
18 A 1donot. 18 that's Fund No. 1007
19 Do you want that back? 19 A No. That's Fund 1. "2520" would be
20 Q  You can place it right here 20 the business services. "317" would be audit
21 (indicating). 21 services up on the very top line where it says
22 A Okay. 22 "Account,"
23 23 Q  Oh,Isee. Thankyou. Got it.
24 24 A In addition to that, if you flip to
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Page 118 Page 120
1 the next page where it says the low and high 1 BY MR. HOFFMAN:
2 parameters -- 2 Q  Allright. TTO Deposition Exhibit
3 Q  Yes. 3 No. 15, Dr. Birkenmaier —
4 A --itshows that it was run from 4 A All right.
5 July 1st, '93, to 10/31 of 1996 with a single 5 Q  -—isarecent article in which you
6 account that would be audit services in fiscal 3 are quoted.
7 services in the education fund. 1 A Yes.
8 Q  What does the column that says "100" 8 Q  Have you seen this before?
9 mean? 9 A Ihave.
10 A That means that that is the general 10 Q  And it says here on the second page,
11 ledger that the expenditure was posted to. 11 "TTO officials argue that the March 21, 2000 vote
12 Q  And what is 100? 12 is inconclusive and that the meaning of the word
13 A TheTTO. 13 ‘accept' is unclear,”
14 Q  Okay. And who made the selections 14 Is that a correct statement
15 indicated by the arrows on the right? 15 A T'msorry. Where are you?
16 A Tdon'trecall. I don't think I know. 16 Q  I'msorry, inthe middle of the page,
17 Q  Thank you. 17 A Middle of the page.
18 MR. HOFFMAN: We're at 12:20. Why 18 Q Do you see at the top of the page,
19 don't we check and see if your food is here? And 19 there's a reference to the March 21, 2000 meeting
20 we'll knock it out, 20 of the Lyons TTO Board?
21 THE WITNESS. Thank you. Iappreciate 21 A Tdo,yes. Okay. So you're going
22 that. 22 down to my quote?
23 23 Q I says up above that the three-member
24 24 board voted two to nothing to, quote, "accept the
Page 119 Page 121
1 (Whereupon, a lunch recess 1 proposal given to the Lyons Township Trustees of
2 was had from 12:20 p.m. to 2 Schools by Cook County High School District 204"
3 12:58 pm.) 3 end quote, according to the minutes of the meeting.
4 BY MR. HOFFMAN: 4 Do you see that?
5 Q  Letus shift gears to the issue 5 A Tdosee that.
6 involving the TTO' claim in this case for what it 6 Q  Okay. Andyou're familiar with that
1 views as unpaid pro rata expenses ~ 7 meeting and the minutes from that meeting, aren't
8 A OKkay. 8 you?
3 Q  -and LT'sresponse that the parties 9 A lam.
10 had agreed to have the TTQ funds for business 10 Q  Okay. This case was filed in 2013,
11 functions of LT. 11 and you became the treasurer in October of 2013.
12 You're familiar with that issue; 12 When did you first review the
13 ves? 13 minutes of the TTO board meeting from March 21, !
14 A Iam familiar with their claim. 14 20007
15 Q  Okay. And you're here to testify for 15 A Idon't recall the specific date.
16 the TTO on that issue, correct? 16 Q  Was it back around the time the i
17 A Allright. Terrific. 17 lawsuit was filed, or was it more recently, like in
18 MR. HOFFMAN: Let's mark this, please. 18 the fast fow months?
19 (Whereupon, TTO Deposition 19 A [thasn't been in the last few months,
20 Exhibit No. 15 was marked for 20 but it wasn't initially when I was hired either.
21 identification.) 21 Q  Okay. Sowas it more like 20167 |
22 (Whereupon, document 22 A IfI was going to guess, I would say J
23 tendered.) 23 it was somewhere in my tenure, maybe 2015, Idon't §
24 ' 24 know. |
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1 Q  Okay. 1 -BY THE WITNESS:
2 A Ican't be specific. 2 A Can you ask that question again? I'm
3 Q  Okay. And who at the TTO was charged 3 not sure I'm following you clearly.
4 with the task of trying to go back and look at the 4 BY MR. HOFFMAN:
5 minutes and other documents of the TTO 1o get a 5 Q  Okay. You understand that from 2000
6 handle on this issue? A 6 to 2012, the parties, meaning the TTO and LT, had a
7 A There were a variety of people. I 7 course of dealing by which the TTO provided
8 would do some of the work, and I believe Lauralee 8 pro rata invoices, and LT responded with a
9 did some of the work, Kelly has done some of the 9 memorandum seiting forth the costs of their
10 work. More recently, we've had other staff. 10 business services and any net payment that might be
11 Q  Now, it says, "TTO officials argue 11 due offsetting the second against the first?
12 that the March 21, 2000 vote is inconclusive." 12 A Iam aware of those documents.
13 Is that a correct statement of 13 Q  Yes. And are you aware of any time
14 the TTO's position? 14 between 2000 and 2012 that anybody associated with
15 A Yes. 15 the TTO ever said in words or substance to LT, *"We
16 Q  Anditalso says, "and that the 16 do not accept this statement of the cost of your
17 meeting of the word 'accept’ is unclear.” 17 business services, and we won't pay it"?
18 Is that a correct statement of 18 A Thave no knowledge of that.
19 the ~ 19 Q  Does the course of dealing of the
20 A Yes. 20 parties in any way influence how you look at the
21 Q - TTO's position? 21 March 21st, 2000 minutes and attempt to decide what
22 "Yes"? 22 they mean? : .
23 A Yes. 23 MR. KALTENBACH: Same objection.
24 Q  Okay. And what is it about the 24 You can answer, Dr. Birkenmaier.
Page 123 Page 125
1 March 21, 2000 vote that the TTO believes to be 1 BY THE WITNESS:
2 _inconclusive? 2 A No.
3 A Okay. There's no documentation that 3 BY MR. HOFFMAN:
4 is set forth in an intergovernmental agreement or 4 "Q  Whynot?
5 any sort of formal agreement. There is no action 5 A Again, the word "accept" doesn't
6 that was taken by the LT Board of Education. 6 indicate fo me that it was a conclusive action.
7 The specific minutes say 7 Q  Okay. And it would have to use the
8 "accept,” which can have multiple meanings as 8 word "approve" in order to be conclusive to you,
9 opposed to a more definitive use of the word 9 correct? :
10 "approve." 10 A That would be the appropriate
11 In addition to that, the minutes 11 practice, yes.
12 also reflect that there were additional questions 12 Q  Okay. Why would -- When I deposed
13 that needed to be answered and issues that had to 13 Mr. Theissen, he said it was his view that "accept™
14 be researched. ' 14 meant "acknowledge the receipt of"
15 Q  Does the parties' 12-year course of 15 Are you aware of that testimony?
16 dealing with respect to the payment for the 16 A I'm not aware of his testimony.
17 TTO's -- the TTO's payruent of LT's business 17 Q  Are you aware that it is
18 expenses have any impact on your view as to the way 18 Mr. Theissen's position that the word "accept” as
19 in which the March 21, 2000 meeting minutes should 19 used in the March 21st, 2000 minutes means that the
20 be interpreted? 4 20 TTO was acknowledging the receipt of a proposal?
21 MR. KALTENBACH: I'l object to the 21 A Yes. I'm aware of that.
22 extent it may call for a legal conclusion. 22 Q  Isthat the TTO's position or juét
23 But you can answer, 23 Mr. Theissen's?
24 Dr. Birkenmaier. 24 A [ believe it's the TTO's position.
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1 Q  Okay. And are you aware of any other 1 pro rata bills that went out to all of the

2 instance at any time between 2000 and 2012 that the 2 districts.

3 trustees ofthe TTO ever held a vote on whether or 3 Q  Was the amounts that the TTO paid for

4 ot they should acknowledge the receipt of a 4 LT's business services included within the TTO's

5 proposal? 5 expenses?

6 A Not to my knowledge. 6 A Not to my knowledge; there were no

7 Q  Wouldn't that seem a little strange to 7 payments to LT for services,

8 vote two to nothing to acknowledge the receipt of 8 Q  How do you know that they weren't

9 something that they already had? 9 included?
10 A Are you asking for my opinion? 10 A Because when you would receive the :
11 Q Yes. 11 pro rata bill, it wasn't — every year, it was §
12 A No. 12 consistent. There was no indication -- and since 1
13 Q  Why do you think that's not unusual? 13 I've been there, I've seen that there was no i
14 A Ithink that, oftentimes, you can take 14 evidence where those TTO costs would have been %
15 a concept and you can follow through and realize 15 added on top of. :
16 that it's not a good concept and just abandon the 16 Q  You went back and looked at the %
17 pursuit, 17 pro rata files, the files at the TTO relating to }
18 Q  Okay. And in this particular 18 receipt of payments for the pro rata expenses, ‘
19 instance, what evidence do you have, if any, that 19 right?
20 the TTO decided not to pursue this agreement with 20 A Yes
21 LT and abandoned it or didnt think it was a good 21 Q  And you saw that, in some instances,
22 agreement, as you just said? 22 the TTO had acknowledged receipt of partial payment
23 A Well, I think there's mulfiple things 23 and checked off District 204's partial payment or
24 that occurred. No. 1, the things that were 24 net payment in some of the years that we're talking

Page 127 Page 129.

1 identified in that set of minntes, meaning 1 about.

2 follow-up with the workers' comp issue, insurance 2 You did see that, correct?

3 issues, employee evaluations, the fact that the 3 A I'm familiar with one year.

4 pro rata invoices to all of the districts on an 4 Q  Okay.

5 annual basis did not include any of the costs that 5 A The very first year, I think I recall

6 LT was proposing be absorbed into the TTQ 6 that. I believe it was 1999.

7 operation; I think all of these factors — 7 Q Do yourecall a year in which - The

8 Q  What do you mean by the last one you 8 first year --

9 just said? 9 A Or maybe 2000.
10 A The letter from Lisa Beckwith 10 Q  --ofthis agreement is 2000,
11 indicated that they were proposing that they 11 A Okay, perhaps.
12 would -- that the TTO wounld pay for the cost of 12 Q  And what did you see in that respect?
13 business service operations. 13 A I saw that there was a partial payment
14 Q Right And-- 14 of about $59,000. '
15 A And there's no evidence that that was 15 Q  And you saw that it was checked off by
16 ever undertaken at the TTO. 16 the TTO?
17 Q  What do you mean "undertaken," that 17 A Asreceived?
18 there never an actual —~ 18 Q  Well, what do you -- There was a
19 A There was never any — 19 checkmark next to it?
20 Q - payment made? 20 A [ mean, it was listed that it was
21 A There was no payment made and the 21 received and that i was paid, and it was logged as
22 cost, if it had been a cost to the TTO, would have 22 paid.
23 been reflected in the TTO expenditures and, 23 Q Do you see any year in which someone
24 therefore, would have been reflected in the 24 wrote something like "Bob said it was okay" --
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Page 130 Page 132
1 A Thavenot. 1 that,
2 Q - where there was no payment? 2 Can you help me with where to
3 A Ihave not. 3 find that?
4 Q  Ifsomeone made a notation like that, 4 Q  Goahead. Do your best.
5 what would that mean to you? Tl show it to you 5 You'd have to read the whole
6 later. 6 thing in order fo see what he said?
7 A 1don't know what it would mean. 7 A No, ne, no. I'm looking for -- You're
8 Q  Okay. Did you read the testimony 8 asking me about the March 20th action?
9 taken in this case of Judge Hartigan, who was a 9 Q  Youare asserting a claim against —
10 trustee and who voted at the March 21st, 2000 board 10 You, the TTO, is asserting a claim against LT for
11 meeting? 11 millions of dollars —
12 A Ithink ~ I believe 1 saw that. 12 A Yes.
13 Q  Okay. And what did you -~ What, to 13 Q  -relating to this issue —
14 your understanding, did Mr. - or actually, 1 14 A Yes.
15 should say "Judge Hartigan" say? 15 Q  —right?
16 A That I would need to see the 16 A Yes.
17 documentation. Idon't recall that specifically. 17 Q  And I'm asking you whether your
18 Q  Did it have any significance to you in 18 position is in any way affected by the testimony of
“19 terms of what the trustee who voted in favor of 19 the trustee who voted at that meeting along with
20 that said happened at the meeting? 20 another trustee who's dead.
21 A Based on my recollection of what I saw 21 So the sole living trustee who
22 in the minutes, but not in the transcript, it 22 voted at that critical meeting, I'm asking you
23 indicated to me that there were follow-up things 23 whether your position is impacted in any way by
24 that needed to be taken care of and researched. 24 what he said at the deposition?
Page 131 Page 133
1 Q  Okay. But I'm talking about the 1 A And I will be happy to answer that as
2 franscript of his testimony. 2 soon as I can take a look and see what the
3 What did - 3 deposition says because I do not recall the details
4 A You would have to show me that 4 of that.
5 transcript. I'm sorry. 1don't recallit. 5 Q  Soifyou don't know what the details
6 Q  Sure. It's Theissen Exhibit 7. 6 are, how can you - how could this have any impact
7 (Whereupon, Theissen Exhibit 7 on your position?
8 No. 7, previously matked, 8 MR. KALTENBACH: Objection.
9 was tendered to the witness.) 9 Argumentative.
10 BY THE WITNESS: 10 BY THE WITNESS:
11 A Okay. Thankyou. 11 A You asked me based -
12 BY MR. HOFFMAN: 12 BY MR. HOFFMAN:
13 Q Sowouldthat —So given thathewas | 13 -Q No,no,no. I'm asking —
14 the trustee of the TTO and given that you read his 14 A - on the festimony --
15 testimony -- Right? 15 MR. HOFFMAN: Fine.
16 A Ididn'tread it. 1kind of - 16 BY MR. HOFFMAN:
17 Q Didyour lawyer show - 17 Q  Goahead.
18 A ~haveseen — 18 A Youasked me based on the testimony -~
19 Q -—youpartofit? 19 Q  Yes.
20 A Parts of it, yes. 20 A -- of Judge Hartigan, and I'm saying
21 Q  So with that, what's your 21 toyoul --
22 understanding based on your review of what your - 22 Q No. That's not what I asked you.
23 former trustee said about that meeting? 23 A TI'msorry.
24 A Twould need some help referring to 24 Q  Letme ask you a better -
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1 A I must have misunderstood. 1 BY THE WITNESS:
2 Q  Let me ask you a better, clearer 2 A 1amnot driven by my perspective on
3 question. 3 this based on Judge Hartigan's testimony or
4 A Okay. 4 interpretation.
5 Q  We know that Judge Hartigan is the 5 BY MR. HOFFMAN:
6 only living trustee who voted at that 2000 meeting, 6 Q  Why s that?
7 A Okay. 7 A Because the evidence that I've seen
8 Q Right? 8 and the claim that we've put forward, I believe
9 A [ don't kmow, buf you told me. I 9 that there's enough substance to support the
10 belive you. 10 current interpretation of my trustees and myself,
11 Q  Well, Joseph Nekola is the other one, 11 Q  Soin your view, it doesn't matter
12 and he's dead. 12 what Judge Hartigan said about the meeting; you've
13 A Okay. 13 got other facts and information that you view as
14 Q  You don't know that Joseph Nekola is 14 critical?
15 dead? 15 A Idon't know what Judge Hartigan said.
16 A I never knew Joseph Nekola. I do know 16 That's why I asked to see the testimony.
17 he's dead. 17 Q  Letme go back to TTO Exhibit No. 15,
18 Q  Well, I never knew Joseph Nekola 18 please, Dr. Birkenmaier.
19 cither, but I did an internet search, and I found 19 A Olay.
20 out that he's dead. 20 Q  Andon Page 2 in the middle, you're
21 A Okay. 21 quoted as saying, quote, "The language that our
22 Q  Areyou telling me that you, until 22 "board has in their minutes says that the proposal
23 this moment, were not aware -- 23 they presented was accepted, so the interpretation
24 A Thave heard that he -- 24 of the word accept is what is at crux of the
Page 135 Page 137
1 Q  --that Joseph Nekola was dead? i disagreement, I believe," quote.
2 A T've heard that he has passed. 2 Is that an accurate quotation
3 Q  Okay. Well, those reports are -3 from you? Did you say that?
4 accurate. 4 A Yes.
5 A Okay. Thank yon, 5 Q  Okay. And we've already said that the
6 Q  Sothe only person at that meeting who 6 TTO believes that the meaning of word "accept" is
7 voted who's alive is Russell Hartigan. 7 unclear.
8 A Olay. 8 So what are the two different
9 Q ' And he testified in this case. 9 interpretations, or maybe there are more than two
10 A Okay. 10 interpretations, of what you believe the word
J11 Q  AndI'm asking you whether the TTO's 11 "accept" could mean in this contexi?
12 position on what happened at that meeting is in any 12 A You're asking for my opinion on the
i3 way impacted or affected by his testimony in this 13 word "accept," what I believe the meanings could
14 case? That's a "yes" or "no" questibn I'm not 14 be?
15 asking what he's testified to. } 15 Q  I'm not asking for your opinion. I'm
i6 I'm asking whether your position 16 not asking for a "could be."
17 is affected, guided, shaped, or in any way based on 17 A Okay.
18 or impacted by his testimony? 18 Q  I'masking for the TTO's position as
19 MR. KALTENBACH: I'm going to object. 19 to the meaning of the word "accept," and you've
20 1 think that level of detail may be beyond the 20 testified that the TTO believes that the meaning of
21 scope. 21 word "accept” is unclear and that the word
22 But you can answer the question, 22 "approved" would be --
23 Dr. Birkenmaier. 23 A Sure.
24 24 Q  --clearer, but, because it's
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1 “accept,” it's unclear. And when I see "unclear," 1 any other minutes of the TTO board in which they
2 I think that means it could be subject to different 2 used the word or phrase "accept" or some form of
3 meanings — 3 that word, correct?
4 A Yes. 4 A Noft that I recafl.
5 Q  --right? 5 Q  Okay. Letme show you a document that
6 MR. KALTENBACH: Okay. Iwas going to 6 previously was marked as Theissen Exhibit No. 12.
7 say I'm going to object. I think that was a long 7 (Whereupon, Theissen Exhibit
8 question, and I'm not sure if it was compound or 8 No. 12, prcﬁously marked,
9 not, but -~ 9 was tendered to the witness.)
10 BY MR. HOFFMAN; 10 BY MR. HOFFMAN:
11 Q Soyes? 11 Q  It'san August 19th letter from Healy .
12 MR. KALTENBACH: --I think the 12 " to Beckwith.
13 witness seemed to understand it. 13 Have you seen that document
14 MR. HOFFMAN: Did she answer? 14 before?
15 THE REPORTER: Yes. 15 A Yes.
16 MR. HOFFMAN: Okay. 16 Q  Okay. And so youTe familiar with the
17 MR. KALTENBACH: That's fine. 17 five proposals that Healy laid out in this letter?
18 BY MR. HOFFMAN: 18 A VYes.
19 Q  Tenific. 19 Q  What s your understanding as to why
20 And so what are the different 20 Healy was making these proposals?
21 A T'm sorry. Tanswered "yes" to the 21 A Ibelieve that he was laying out
22 question of multiple meanings. 22 responses and options to the request from the high
23 Q  Yes. 23 school.
24 A Yes. Okay. 24 Q  Whatis that belief based on?
Page 139 Page 141
1 Q  And so what are those multiple 1 A The way that they're laid out and the
2 meanings in the TTO's view as to the word "accept" 2 variety of options that are provided; and it also
3 as used in the 2000 minutes? 3 says based on the understanding of the board's
4 A It means to receive. This is my 4 councerns.
5 personal understanding. The other meanings could 5 Q Okay. Youdont have any information
6 be to be resigned to, to be tolerant. I mean, to 6 about this letter other than what you read in the
7 accept, in this particular context, I would say it 7 letter, correct?
8 means to receive, 8 A Correct.
9 If it was intended to say "I 9 Q  You've never spoken with Lisa Beckwith
10 approve," we specifically, as a best pfacﬁce, use 10 or with Bob Healy about this letter, have you?
11 the word "as approved” when fhere is an action that 11 A No.
12 is endorsed and followed. 12 Q Did youread Dr. Beckwith's testimony
13 Q  So when you say "it's a best practice” 13 given in this case?
‘14 and "we" using of the word "approved,” what do you 14 A No.
15 mean? , 15 Q  And is there areason you thought her
16 A When Isay "it's a best practice," [ 16 testimony - Is there areason you didn't read her
17 believe that across the board as an administrator, 17 testimony? Did you think it wasn't important?
18 as a superintendant, as a business manager, if a 18 A Tt wasn't given to me as an
19 board approves something, then I know I have their 19 opportunity to read it.
20 endorsement to move forward on it. 20 Q  Okay. And yousee there are five-
21 1f we accept something, that may 21 proposals laid out?
22 Just mean that we're taking it under consideration. 22 A Ide.
23 We're receiving something. 23 Q  Based on the information that's been
24 Q  And you've never seen any instance in 24 produced in this case, do you have any
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Page 142 Page 144
1 understanding as to which of the proposals the 1 discussing Proposal No. 2, the funding by the TTO
2 parties focused their efforts on following the 2 of some of the district functions?
3 issuance of this letter? 3 A If you're asking what I believe --
4 A When you say "parties,” I'm assuming 4 Q Yes. .
5 that there might be different focuses and 5 A -1 believe that 204 chose to pursue
6 approaches on the information that's laid out. 6 Proposal Ne. 2. I don't know that that was
7 Q  Let me ask you a better question. 7 necessarily accepted by anybody else other than
8 A Oy, 8 204.
9 Q  Based on the five proposals listed in 9 Q  Okay. And whenand how did 204 accept
10 the August 18, 1999 letter, and all of the 10 that proposal?
11 information that's available to us in this case to 11 A Ihave noidea. I haven't seen any
12 look at what happened in this time period, do 12 evidence that they did have any formal action to
13 you -- what is your understanding as to which of 13 accept thaf,
14 the five proposals the TTO and LT moved forward 14 Q  Is it your position on the June 2000
15 with in some manner? 15 LT board minutes at which the LT board was
16 MR. KALTENBACH: I object as to 16 presented with a proposal of LT on this issue — is
17 foundation and the form of the question 17 your position that that did not constitute an
i8 You can answer. 18 acceptance by the LT board?
19 BY MR. HOFFMAN: 19 A Icouldn'tspeak to that,
20 Q  You can answer. 20 Q  Why can't you speak to that?
21 A Okay. I would not indicate that any 21 A 1don't know what they were thinking,
22 of these were necessarily followed. 22 Q  Okay. So would it be fair to say that
23 Q  With respect to Proposal No. 2, isn't 23 LT would be in a better position to tell you what
24 that the proposal that led to the issuance of 24 their board did in 2000 with respect to this issue?
Page 143 Page 145
1 Dr. Beckwith's February 29th, 2000 memorandum 1 A Askme that question again, please.
2 listing the positions involved and the business 2 Q  Soisit fair to say that LT and the
3 functions that she proposed the TTO would assume? 3 people whe were there at the time, like Todd
4 MR. KALTENBACH: Same objection. 4 Shapiro, who was the president of the board, and
5 BY THE WITNESS: 5 Lisa Beckwith, who was the business manager, would
6 A I'wasgoing to say, can you ask me 6 be in a better position to tell us what action LT's
7 that question again? I'm not sure I'm following 7 board took in June of 2000 with respect to the
8 you. 8 business functions agreement?
9 BY MR. HOFFMAN: 9 MR. KALTENBACH: Objection as to form
10 Q  Sure. You're familiar with the 10 and foundation.
11 subsequent - You know that there were subsequent 11 BY MR. HOFFMAN:
12 meeting between LT and the TTO and that there was a 12 Q  You can answer.
13 memorandum that Lisa Beckwith sent to Bob Healy in 13 MR. KALTENBACH: You can answer.
14 February 0f 2000 listing various positions and a 14 BY THE WITNESS: )
15 cost associated with the business fimctions -- 15 A I'mnot really sure how to answer
16 A Okay. 16 that. 1mean, I think that they could tell me that
17 Q  --right? 17 they accepted, as you said, a proposal to provide
18 A Yes 18 this cost information to the TTQ. Whether that
19 Q  "Yes"? 19 constituted an approval of an agreement, I wounld
20 A Yes 20 not draw that conclasion.
21 Q  Okay. And so whether or not you feel 21 BY MR. HOFFMAN:
22 that there was a final agreement reached, and it 22 -Q  Why not?
23 seems like yon don't, will you agree that LT and 23 A Because there's no formal
24 the TTO, after the date of this letier, were 24

documentation that says that there was an agreement

37 (Pages 142 to 145)

Thompson Court Reporters, Inc
thompsonreporters.com




Page 146 Page 148
1 or that it had been approved by the LT board. 1 $39,000 for District 2047
2 Q Okay. Have youread the testimony of 2 A " Idosee that.
3 Todd Shapiro, the president of LT's board, that was 3 Q  Okay. And then also included in that
4 taken in this case? 4 file was the May 29th, 2001 letter from Healy to
5 A Ihave not. 5 - Dennis Kelly with the amount of pro rata, as well
6 Q  Was that because no one gave it to you 6 as the February 29th, 2000 memo from Lisa Beckwith
7 to read? 7 to Bob Healy on the payment of LT's business
8 A Correct. 8 functions.
9 Q  Did you ever — Even though nobody's 9 Do you see that?
10 given you the documients, given that you're the 10 A Iseethat
11 representative of the TTO, did you ever ask to get 11 Q  Okay. Canyou tell me why the 2001
12 the testimony that was taken in this case by key 12 letter and the February 29th, 2000 letter were in
13 witniesses? - 13 the pro rata -- Strike that question.
14 A No. 14 Can you tell me why
15 Q  Whynot? 15 Lisa Beckwith's February 29, 2000 memo was
16 A Tdon't belicve that that's my place 16 contained in the TTO's pro rata file for the year
17 to be doing that. I think that that's the 17 2000? '
18 attorney's role. 18 A 1canmot.
19 Q  Okay. ) 19 Q  Did you ever talk to anybody at the ~
20 (Whereupon, TTO Deposition 20 TTO regarding that issue?
21 Exhibit No. 16 was marked for 21 A Of why it was kept there?
22 identification.) 22 Q  Correct.
23 BY MR. HOFFMAN: 23 A No.
24 Q  Doctor, I'm handing you TTO Deposition 24 Q  Well, your position is that there was
Page 147 Page 149
1 Exhibit No. 16. 1 no agreement to — for the TTO to pay LT's business
2 (Whereupon, document 2 function costs, right?
3 tendered,) 3 A Yes.
4 BY THE WITNESS: 4 Q  Okay. And so why then would this
5 A Okay. 5 written memorandum on that issue be included within
6 BY MR. HOFFMAN: 6 the pro rata file, which also reflects a net
7 Q  This was part of the production we 7 payment to the TTO?
8 received from the TTO, and these contain excerpts 8 A Not enly do I not know why it would be
9 from a series of what looks like manila files for 9 there, I would not know when it would have been put
10 pro rata — 10 in there. ’
11 A Okay. i1 Q  So are you testifying that this —
12 Q - for the various districts. 12 that somebody might have snuck back into this file
i3 Is that what this document is? 13 years later and pht the February 29th, 2000 memo in
14 A Ttlooks like it to me. 14 thefile?
15 Q  Okay. 15 A No. I'm not indicating that at all.
16 A The first two state that's what it is. 16 Somebody may have just included it in there as part
17 Q Right We talked about this a little 17 of the evidence of what occurred that year.
18 bit earlier. 18 Q  Okay. Areyou aware of - Have you
18 You see that there are a series 19 ever seen a single shred of paper to suggest that
20 of checkmarks for the 1999 pro rdta payments on the 20 anybody at the TTO ever contacted LT and said, "We
21 first page? 21 didn't get full payment of the 2000 pro rata. You
22 A Tsee that, 22 can't make a net payment. You have to give us the
23 Q  And then on the second page, you see 23 entire amount of the pro rata expense"?
24 there's a listing of the net payment of about 24 A Thave not seen anything other than
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Page 150 Page 152
1 this letter that you're showing me that says the 1 A  Okay.
2 District's share is $165,000. 2 Q - that there was a memorandum for
3 Q  Right. But— 3 that year, for 2010, from LT to the TTO for the
4 A Ihaven't seen any other documentation 4 cost of business functions which wiped that out
5 that says that — 5 through an offset, right? You understand that
6 Q Do you have any understanding as to 6 that's what happened in 20107
7 why, through the year 2012, the TTO never, ever 7 A [don't know that that's an offset,
8 disputed the net payment or the netting out of the 8 Q  Well, you're aware that — you're
9 two things we're talking about, the pro rata 9 aware — Let me start over, Let's sce if we can
10 expenses and the cost of business functions? 10 make this more understandable,
11 A No. 11 You're aware that, for 2010, the
12 Q  Isthat in any way significant to you, 12 TTO sent a pro rata expense bill to LT in the
13 that that course of -- 13 amount of about $215,000, right?
14 A ThatI don't have knowledge of why 14 A Based on what you're showing me here,
15 that occurred? 15 yes.
16 Q  Yes. I'mean, don't you think that 16 Q  Well, based on anything, isn't that
17 12-year course of dealing has some significance 17 what happened? Don't you know what happened —~
18 here? 18 MR. KALTENBACH: Hold on. Compound —
19 A No,Idon't. I mean, that's — What 19 BY MR. HOFFMAN:
20 . their operational practices are are not my current 20 Q -in2010?
21 concerns. 21 MR. KALTENBACH: Compound and
22 Q  Sothe way in which the TTO did things 22 argumentative,
23 in 2000 and 2001 are not important for you in 23 BY MR. HOFFMAN:
24 deciding the way things should have been done in 24 Q  You know what the facts are in this
Page 151 Page 153
1 2000 and 2001, correct? 1 case, correct?
2 A What I am saying is that I think that 2 A Iknow--
3 the people wito were responsible for the operation 3 MR. KALTENBACH: Argumentative.
4 made the decisions about what was relevant and what 4 BY MR. HOFFMAN:
5 wasn't, and I'm not in 2 position to second-guess 5 Q Correct?
6 their actions or intentions. 6 MR. KALTENBACH: Same objection.
7 Q  And those are people at the TTO we're 7 BY THE WITNESS:
8 talking about, right? 8 A Yes.
9 A Yes. 9 BY MR. HOFFMAN:
10 Q  Let's take a look at the second to 10 Q  Yes. Soin2010, the TTO sent a
11 last page, and this is in the - I'm sorry. Strike 11 pro rata bill of about 215,000, and then LT sent
12 that, 12 one of its series of memos saying what the costs of
13 Let’s take a look at the pro rata 13 their business functions wete in an amount that
14 folder — Yeah. Let's look at the second to last 14 equaled or exceeded the 215,000 amourt, correct?
15 page, which has the pro rata billing folder for 15 A H that's what you're telling me, yes.
16 2010. 16 I have -- Yes. Okay.
17 A Olay. 17 Q  Well, do you need me to tell you that,
18 Q  And you sec there's a statement or 18 or do you not know?
19 there's a listing in a row for District 204, 19 A You're asking me to draw a conclusion
20 There's amounts stated for $215,973.48, correct? 20 from a piece of paper that yor gave me here.
21 A Iseethat. 21 Q  No, no, no. I'm not asking about the
22 Q  Andyou know that there was a billing 22 piece of paper.
23 in the amount of about 215,000 for pro rata from 23 A ORay.
24 the TTO and — 24 Q  I'masking you, do you know what
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Page 154 Page 156
i1 happened in 2010 with respect to the pro rata 1 A Idonot.
2 expense billing — 2 MR. HOFFMAN: Let's mark this.
3 A Iwould - 3 (Whereupon, TTO Deposition :
4 Q  —asa matter of fact? 4 Exhibit No. 17 was marked for :
5 A —assume that they sent a memo, but 5 identification.) %
6 I'm not seeing evidence of that. 6 (Whereupon, document
7 Q  Well, you've seen a memo in each and 7 tendered.)
8 every year from 2000 to 2012, correct? 8 BY MR. HOFFMAN; :
9 A Ibelieve so. 9 Q  Allright. This should be an easy 5
10 Q  Right. There is one for every year? 10 o1, {
11 A Okay. 11 Tell me what TTO Exhibit No. 17
12 Q  Yes? 12 is, please.
13 A Okay. 13 A This is a listing of the history of
14 Q  Okay. Andso do you know what it 14 the pro rata billing to District 204 from fiscal
15 means when we see on this document, TTO Deposition 15 year '96 through fiscal yéar '13, the amount that
16 Exhibit 16, where there's a checkmark next to the 16 was billed, the amount that was paid, and any
17 amount of the pro rata billing and it says, "Bob 17 amount that is unpaid to date.
18 said okay"? Do you know what that means? 18 Q  Okay. And who prepared this document?
19 A No. 19 A Kelly Bradshaw.
20 Q  Okay. Do you know who wrote that? 20 Q  And the $2,628,807 million figure
21 A No. ‘ 21 that's at the bottom of the "Receivable” column is
22 Q  Doyou know who Bob is? 22 the amount of money that the TTO is claiming it's
23 A Ido. 23 owed in this lawsuit for this particular issue,
24 Q  Would that be Bob Healy? 24 correct?
Page 155 Page 157
1 A Yes. 1 A Through FY3.
2 ‘Q  Okay. Atthe time, in 2010, do you 2 Q  Right, correct. Through FY13. Yes?
3 have any knowledge as to whether the TTO believed 3 A Through FY13, yes.
4 that it was owed $215,000 by LT and that that 4 Q  Okay.
5 amount had not been properly accounted for? 5 A It's been amended, I believe, since
6 A I'want to break that down. Iam aware 6 then with additional bills.
7 that they billed two hundred fifteen and believed 7 Q  Let's see about that. We're going to
8 that they were owed that amount. 1 cannet attest 8 look at Bradshaw Exhibit No. 4, which is the
9 to the other part of the question. 9 amended complaint,
10 Q  Okay. So interms of what the TTO did 10 (Whereupon, Bradshaw Exhibit
11 in 2010, not today here in this lawsuit, but in 11 No. 4, previously marked,
12 2010 -- 12 was tendered to the witness.)
13 A Okay. 13 BY MR. HOFFMAN:
14 Q  --have you ever seen any evidence fo 14 Q  SoI want you to take a look at that,
15 suggest that the TTO, in 2010, believed that it was 15 and you can tell me what amount in this complaint,
16 due and owing $215,000 without any respect to, you 16 which is the current complaint that's on file for
17 know, setoffs or anything like that? 17 the TTO, the TTO is secking to recover with respect
18 A The only evidence I have is this 18 to its pro rata expense billing,
19 amount here that said, "You owe" — *'204 owes 19 (Whereupon, witness perusing
20 $215,000." That's the only evidence I would have. 20 document.)
21 Q  Okay. And it also says, "Bob said 21 BY MR. HOFFMAN:
22 okay " 22 Q  Ifithelps you, I'm looking at
23 Do you know what Bob was saying 23 Paragraph 35.
24 "okay" to there? 24 A Thank you.
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Page 158 Page 160
1 Q  You're welcome. 1 of your claim in this case.
2 (Whereupon, witness perusing 2 MR. KALTENBACH: I--
3 document.) 3 MR. HOFFMAN: Am Iwrong?
4 BY THE WITNESS: 4 MR. KALTENBACH: Idon't think -- You
5 A  Ohkay. 5 know, I'd have to go back and check. I think this
6 MR. KALTENBACH: Just for the record, 6 is our most recent complaint.
7 I think you said this is the complaint. This is 7 MR. HOFFMAN: It is.
8 the answer to the complaint, but -- 8 MR. KALTENBACH: I don't think --
9 MR. HOFFMAN: It contains the 9 THE WITNESS: Okay.
10 complaint. . 10 I MR KALTENBACH: - there was another
11 MR. KALTENBACH: Just so there's not 11 ong, so I don't think we are secking recovery of
12 confusion later and we're trying to piece it 12 the deficit amount from 204 as part of this
13 together. 13 pleading.
14 BY THE WITNESS: 14 MR. HOFFMAN: Okay.
15 A Okay. This says the years 2000 15 BY MR. HOFFMAN:
16 through 2013. 16 Q  Does your counsel's statement help to
17 BY MR. HOFFMAN: 17 clarify your view of --
18 Q Yep. 18 A Yes
19 A The numbers are the same, 19 Q -~ what it is that you're seeking in
20 Q  Right. 20 this case?
21 A What I am saying to you is that, in 21 A Yes.
22 addition, FY14 and FY5 would have been added to 22 Q  So TTO Deposition Exhibit No, 17 is a
23 this amount since this document. 23 complete statement of the amounts that the TTO is
24 Q  Well, you said "to your claim." This 24 seeking with respect to pro rata expenses at this
Page 159 Page 161
1 is the document that -- This document we're looking 1 time in this case?
2 at, Bradshaw Exhibit No, 4 — 2 A Olay.
3 A Okay. 3 Q Yes?
4 Q  ~this is the claim of the TTO which 4 A Yes.
5 is set forth in the context of our answer to it. 5 Q  Okay. Temific,
6 And where in here is there any reference to the 6 Let's take a look at the fiscal
7 fiscal year 2014 or 2015 pro rata invoices? I know 7 year 2006.
8 there's — 8 " A On this sheet?
9 A There's nothing in here, 9 Q  OnExhibit No. 17.
10 Q  Excuse me. 10 A Okay.
i1 A  Um-bmm. 11 Q  And what does it say there on the far
12 Q Iknow it's an open issue between the 12 right-hand commer under the column "Invoice Copy"?
13 parties. 13 A "Missing our bill."
14 A Okay.' 14 Q  Okay. And what does that mean?
15 Q  ButI don't see it as part of the 15 A It means they were not able to find
16 claim you made in this case. 16 the paper copy.
17 A Okay. 17 Q  Okay. Do you know why that is?
18 Q  AndIwant youto tell me if I'm 18 A Idonot.
19 wrong. 19 Q  Is that typical of the challenges that
20 A 1believe that there was a filing 20 you've faced in terms of going back and trying to
21 after December of 2014, but I may be mistaken. 21 get records from the old days?
22 MR. HOFFMAN: Okay. Barry, because 22 A I'wouldn't say that it's typical but,
23 this is an issue that involves pleadings, I don't 23 oceasionally, it will happen.
24 see the 2014 or 2015 pro rata billing expenses part 24 Do you want this one back?
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1 (Whereupon, document 1 Q Ok, youhaven't?

2 tendered.) 2 A Idon't--No.

3 BY MR. HOFFMAN: 3 Q  Okay.

4 Q  Thank you very much. 4 A Idon't think have.

5 (Whereupon, Conway Exhibit 5 MR. KALTENBACH: I can't help you.

6 No. 3, previously marked, 6 BY THE WITNESS:

7 was tendered to the witness.) 7 A Idon't think I have. I may have. I

8 BY MR. HOFFMAN: 8 don't recall that.

9 Q  SoConway Exhibit No. 3is a 9 BY MR. HOFFMAN:
10 collection of memoranda. Im not going to ask you 10 Q  And so what you have here is, if you
11 a ot of detailed questions about it. 11 turn the page, there's a 2000 memo, there's a 2001
12 A Okay. 12 memo —
13 Q  But these are — Do you remember we 13 A Yes.
14 talked from memos going from LT to the TTO from 14 Q - there's a 2002 memo -
15 2000 to 2012 listing out the business fanctions 15 A Yes.
16 expenses? ’ 16 Q - and so onand so forth all the way
17 A Yes. 17 for each and every year —
18 Q  Okay. Have you seen these memorandum 18 A Okay.
19 before, which are collected in Conway Exhibit i9 Q  --through 20127 Yes? :
20 No. 3? 20 A Allright. Yes. -
21 A Thave seen many. I don't know that 21 Q  Have you seen these documents before?
22 I've seen all, but, yes; I am -- You're talking 22 A Ihave-- Like I said, I've seen some ’j
23 about this cover (indicating)? 23 of these. I don't necessarily recall seeing all of sf
24 Q  I'munot talking about the cover, 24 these. I don't recall seeing, like, invoices. I'm %

Page 163 Page 165

1 A OKkay. 1 not sure that I've seen every memo --

2 Q  The cover is the first memorandum. 2 Q Okay. Butyou -

3 You've see this before, February 29th of 2000. 3 A --that's come through, but I'm -

4 A Ihave. 4 familiar with the format,

5 Q  This is the document that was aftached 5 Q  Have you ever seen any document in the

6 to the TTO's minutes dated March 21st, 2000, 6 TTO's files through the 2012 year in which anyoné

7 correct? 7 at the TTO ever took any issue with the memorandums

8 A Yes 8 in Conway Exhibit No, 37

9 Q  This is the proposal that was -~ 9 A Have I ever seen any memos? Yes.
10 A Yes. 10 Have they taken issue with it? I'm not sure what
11 Q  --notonly discussed at the meeting, 11 you mearn.
12 but actually in the hands of the trustees? 12 Q  What memos are you talking about?
13 A Yes. 13 A You asked me if I've seen these ~-
14 Q  Okay. And this was also the 14 Q No, no. I didn't ask you that. Let
15 memorandum that was attached to the June 2000 board 15 me ask you a better question —
16 minutes for LT, correct? 16 A Okay.
17 A I don't know about LT, but I would séy 17 Q - because you weren't answering my
18 yes, that this is — I know that this was part of i8 question.
19 the TTO's minutes. 19 A Okay.
20 Q  Okay. Soyou don't know whether or 20 Q Inthefiles of the TTO -
21 not LT's board, in June of 2000, was presented with 21 A Yes?
22 a copy of this February 29th, 2000 memorandum? 22 Q - through the year 2012 —
23 A Ehaven't— I have not seen the 23 A Yes?
24 minutes. 24 Q - have you ever seen any documents in

e
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Page 166 Page 168
1 which anyone at the TTO took issue with these LT 1 (Whereupon, witness perusing |
2 memos which are collected in Conway Exhibit No. 37 2 document.)
3 A When you say "take issue with," are 3 BY THE WITNESS:
4 you saying refuting, accepting, or — ) A Yes. Gotit.
5 Q  Either claiming that they wouldn't pay 5 BY MR. HOFFMAN:
6 these amounts, complaining abous the amounts, 6 Q  1do understand you're not a lawyer,
7 anything -- anything responding to these 7 and so I am not asking you for a legal conclusion,
8 memorandum? 8 but I'm trying to get information about the claim
9 A  No. 9 that the TTO is asserting on several issues and
10 Q Okay. Termific. 10 what it's based on.
11 A Okay. i1 A Olay.
12 MR. KALTENBACH: Do you need a -- 12 Q  But it may be the answer is, "T don't
13 THE WITNESS: I'm sorry. 13 know. Talk to my lawyer." And if that's the
14 BY MR. HOFFMAN: 14 answer, you can give me that answer. Fair enough?-
15 Q ' Allright. 1am moving on to another 15 A Sure.
16 subject, so if you want to take a minute -- 16 Q  Okay. So whatis the legal basis for
17 A No. I'm fine. Thank you. 17 the TTO's claim for the return of approximately
18 MR. KALTENBACH: I'm fine too. 18 $500,000 of audit fee payments?
19 MR. HOFFMAN: Are you good? 19 MR, KALTENBACH: I will object as it's
20 MR. KALTENBACH: 1 didn't make a note 20 calling for a legal conclusion.
21 of when we started after lunch. 21 Subject to that, Dr. Birkenmaier,
22 MR. HOFFMAN: 1did. 12:58. 22 you can answer.
23 MR. KALTENBACH: Okay. Fair enough. 23 MR. HOFFMAN: It doesnt call for a
24 MR. HOFFMAN: So we've been - 24 legal conclusion. Iasked her if she knows what
Page 167 Page 169
1 THE WITNESS: T'm sorry. 1 legal claim is being made. 1mean, something like
2 MR. HOFFMAN: - going ~ 2 breach of contract or fraud or some legal theory
3 THE WITNESS: 40 minutes, 50 minutes. 3 that would support it because, to me, it's unclear.
4 MR. HOFFMAN: Okay. Let's roll. 4 BY MR. HOFFMAN:
5 Sounds good. 5 Q  SoI'm asking you, do you know?
6 BY MR. HOFFMAN; 6 A I-
7 Q  Let's talk a little bit about the 7 MR. KALTENBACH: Hold on.
8 claims in the complaint, and I'm going to hand you 8 I think it's -~ Objection.
9 back Bradshaw Exhibit No. 4, which is — 9 Compound question and calls for a legal conclusion.
10 A Okay. 10 You can answer.
11 (Whercupon, document 11 MR. HOFFMAN: Fine.
12 tendered.) 12 BY THE WITNESS:
13 BY MR. HOFFMAN: 13 A I'mnot aware of what legal theory
14 Q -LTs answer and affirmative 14 would apply.
15 defenses to the claim. But as you can tell, the 15 BY MR. HOFFMAN:
16 answers are set out in bold, and the claim that the 16 Q  Okay. Andifl asked you the same
17 TTO makes is in regular face. Yes? 17 question for the $1.5 million claim for repayment
18 A Isee that, yes. ‘18 of interest income, would your answer be the same?
19 Q Okay. Terrific. 19 A Yes, it would. '
20 The TTO asked for a declaratory 20 Q  Andifl asked you the same question
21 judgment, as you can see on Page 16 where it says, 21 regarding the claim for the payment of $2.6 million
22 “The Township Trustees seck a declaratory 22 in pro rata expenses, would your answer be the
23 judgment.” Yes? 23 same? '
24 A TI'm not quite -- 24

A Yes. Ihaveno idea what legal theory ;
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Page 170 Page 172
1 would apply. 1 there were journal entries that were outside of the
2 Q  Okay. That makes two of us. 2 norm of the quarterly distribution that indicate
3 Let's turn to Paragraph 44 of 3 that that meney would have been posted to their
4 this complaint and answer. It says, "In fiscal 4 account. :
5 years 19935 through 2012, the Treasurer erroncously 5 Q Do you have any understanding as to
6 allocated $1,574,636.77 in interest on investments 6 how or why that took place?
7 to District 204." 7 A  Tdon't
8 Do you see that? 8 Q  Does the TTO have any understanding as
9 ‘A Ido 9 to how or why the treasurer erroneously allocated
10 Q  Okay. How did that happen? 10 one and a half miltion dollars plus in interest on
11 A Based on my understanding, there are 11 investments to District 204?
12 emails that indicate that additional funds were 12 A Not to my knowledge.
13 given to District 204 outside of the regular 13 MR. KALTENBACH: There's not a
14 quarterly interest distribution. 14 question pending; so if you want to take a minute
15 Q  What are the dates of those 15 to chat, we can do that.
16 invoices -- emails, rather? 16 THE WITNESS: Can I ask a question?
17 A TI'msorry. Iden't recall that 17 BY MR. HOFFMAN:
is without referring to the emails. 18 Q  You want to step outside with your
19 Q  Okay. Well, we can look at them. 19 lawyer?
20 A Sure. 20 A Yes, please.
21 Q  Your lawyer has used with Bob Healy a 21 (Whereupon, the witness and
22 back-and-forth that took place in 2006 between 22 her counsel exited the
23 Healy and Sellers. 23 conference room.)
24 Does that help you to remember 24 (Brief pause.)
Page 171 Page 173
1 what emails you're talking about? 1 (Whereupon, the witness and
2 A I'm familiar generally with that, yes. 2 her counsel entered the
3 Q  Okay. And those are the only emails 3 conference room.)
4 that we've seen in any of the productions that or 4 BY MR. HOFFMAN:
5 any of the depositions exhibits that your counsel 5 Q  After having spoken with your attorney
6 has used. 6 outside the room, is there anything else you want
7 Ate there any other emails you're 7 to say?
8 aware of? 8 A Yes. I was familiar with the fact
9 A No. . 9 that in Bob Healy's testimony, he had indicated E
10 Q  Okay. AndTd be happy to show you 10 that those payments to LT that shows excess |
11 those documents, and I intend to do that ~ 11 interest were advances, and I just recently learned |
12 A Ogay. 12 that. _
13 Q - but they're dated 2006. 13 Q  Didyou also see in Healy's testimony
14 And is it also correct that the 14 that he said he never overpaid interest to any
15 TTO's claim -- Well, as you can see on 15 district and that, if he ever advanced money to a
16 Paragraph 44, the claim for alleged overpayment of 16 district, he would atways take it back in a
17 interest goes back to 1995, right? 17 subsequent year?
18 A Yes. Isee that, 18 MR. KALTENBACH: Objection.
19 Q  So other than the 2006 emails that 19 Mischaracterization:
20 you're talking about, how did the treasurer 20 MR. HOFFMAN: That's exactly what he
21 erroneously allocate over a million and a half 21 said ‘
22 dollars in interest on investments to District 204? 22 BY MR. HOFFMAN:
23 A 1would -- Without seeing the actual 23 Q  Goahead. You can answer.
24 documentation, it would -- I would conclude that 24 A I've never seen anything like that.
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Page 174 Page 176 §
1 Q  Andyou have or have not read Healy's 1 recall doing that. ;
2 testimony? 2 "QUESTION: Was there ever a time when l;
3 A Thavenotreadit. I'vescen 3 there was an accidental overpayment to o
4 portions of it. 4 all the districts possibly in 2007?
5 Q  The portions that the lawyers showed 5 "ANSWER: Might have been; if [ had my
6 you? 6 income estimate was wrong, it would
7 A Yes. 1 have happened, but I would have had to
8 Q  So they showed you something in which 8 make up for it in the firture.”
9 Bob Healy said that he made advances to districts? 9 Do you see that testimorry?
10 Yes? 10 A Idoseethat
11 A To District 204. 11 Q  Have you seen it before today?
12 Q  Okay. And that from that testimony, 12 A No.
i3 you conclude that District 204 got more money than 13 Q  "QUESTION: And when you say 'made up
14 it should have because it got an advance or T 14 for it,' you mean by reducing the
15 advances fiom the TTO on interest, right? 15 interest payment in subsequent years?
16 A Can you ask that question again, 16 "ANSWER: Right. In other words, they
17 please? 17 got money early. That's how you look
18 Q  Sure. 18 at it.
19 MR. HOFFMAN: Read it back. 19 "QUESTION: In that instance, would
20 (Whereupon, the record was 20 that be an overpayment that would have
21 read as requested.) 21 been made across the board fo all of
22 BY THE WITNESS: 22 the districts?
23 A Not from the testimony; the evidence 23 "ANSWER: Yes. I would assume so
24 was that there were journal entries that show that 24 because we paid out according to that
Page 175 Page 177
1 additional revenue was received by District 204 for 1 distribution."
2 interest income. 2 Have you seen that testimony
3 BY MR, HOFFMAN: 3 before today?
4 Q  Whatdo you mean "not from the 4 A Not before today.
5 testimony"? You just talked about the testimony, 5 Q  Does that testimony have any impact on
6 and now you're saying "not from the testimony."" 6 your view of what happened here with respect to
7 A What I said was that the testimony 7 interest?
8 provided new information to me that Bob considered 8 A It just creates questions.
9 those advances on interest income, but I did not 9 Q  And what questions does it create?
10 draw the conclusion about interest payments from 10 A Wasit ever recovered and the evidence
11 his testimony. They were merely clarifying his 11 that I have would indicate that it was not.
12 intent. 12 Q  And what evidence is that?
13 Q  Letstakea look at Bob Healy's 13 A Any income distributions that have
14 testimony on Page 64. » 14 been posted.
15 A 1need the festimony, please, 15 MR. KALTENBACH: I'm going to use that
16 (Whereupon, document 16 later, so . . .
17 tendered.) 17 BY MR. HOFFMAN:
18 BY MR. HOFFMAN: 18 Q  Okay. I'm showing you Healy Exhibit
19 Q  Ifyou see -- Beginning an Line 8: 18 No. 4.
20 "QUESTION: "Was there ever a time 20 (Whereupon, Healy Exhibit
21 when you paid either LT or any other 21 No. 4, previously marked,
22 district more than they were entitled 22 was tendered to the witness.)
23 to get of their investment income? 23
24 "ANSWER: I do not think - I do not 24
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Page 180

1 BY THE WITNESS: 1 (Whereupon, document
2 A Okay. 2 tendered.)
3 BY MR. HOFFMAN: , 3 BY MR. HOFFMAN;
4 Q  Isthis the - This is the memo you 4 Q  Okay. I'm showing you what's been
5 were talking about earlier, the one that the TTO 5 marked as TTO Deposition Exhibit No. 18 --
6 believes is significant with respect to payment of 6 A Do you want this ove back
1 interest, right? It's two emails dated August Ist 7 (indicating)?
8 and August 2nd of 2006. 8 Q Yes.
9 A Let me read this, please. 9 (Whereupon, document
10 Q  Sure. Take your time. 10 tendered.)
11 {Whereupon, witness perusing 11 BY MR. HOFFMAN:
12 document.) 12 Q  Thank you very much,
13 BY THE WITNESS: 13 TTO Exhibit 18 are emails -- at
14 A Ohkay. 14 the top, an email dated July 24th, 2006, from David
15 BY MR. HOFFMAN: 15 Sellers to Bob Healy and a previous email that
16 Q  Okay, So this is the email that — or 16 Healy forwarded dated July 20th of 2006.
17 emails that you were talking about carlier -- 17 A Okay. '
18 A Yes. 18 Q  Have you ever seen this document
19 Q  --that the TTO finds significant with 19 before?
20 respect to interest payments, right? 20 A T believe so.
21 A VYes. 21 Q  Okay. Andis it fair to say -- And
22 Q Okay. And why do you -- having just 22 this email preceded the email we were just talking
23 read these, what do these -- how do these support 23 about by about a week -
24 the TTO's claim in your view? 24 A OkKkay.
Page 179 ) Page 181
1 A Okay. Itindicates to me that 1 Q  --correct?
2 additional funds were given to the high school. 2 A Yes.
3 Q  Okay. And how much in additional 3 Q  Okay. And inthis email, am I correct
4 funds? 4 that David Sellers is asking Bob Healy about the
5 A Atthat —- In this specific email — 5 results that he's getting and comparing that to the
6 Q Yes 6 ISDLATF results which are included in the materials
7 A --it says an additional 280,000. 7 he's forwarding ing to Bob?
8 Q  Okay. And, in fact, do the records 8 A Okay.
9 that the TTO has in its possession indicate a 9 Q  Fair enough?
10 payment to LT in 2006 of an amount of interest that 10 A Yes.
11 was excessive by 280,000? 11 Q  And do you know what the "ISDLAF"
12 A I'would have to go back and look at 12 means?
13 that specifically. 1don't recall off the top of 13 A Ido.
14 my head. ' 14 Q  Andwhat isit?
15 Q  Soyou feel that this memo supports 15 A Illinois School District Liquid Asset
16 the view that there was an overpayment of interest, 16 Fund.
17 but you don't know whether this amount you say was 17 Q  Okay. And do you see anything in
18 overpaid based on the emails correlates to the TTO 18 M. Sellers' email that we're looking at here in
19 records? 19 TTO Exhibit No. 18 in which Sellers is asking on
20 A I'm saying I can't verify that without 20 behalf of LT for any special treatment or any
21 seeing the other documents. 21 advance of interest? f
22 (Whereupon, TTO Deposition 22 A Let me read this, please. %
23 Exhibit No. 18 was marked for 23 Q  Sure. Take your time. |
24 identification.) 24 5
ot
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Page 182 Page 184
1 {Whereupon, witness perusing 1 about the transactions -- And you see on the second
2 document.) 2 page, there is a request for posting entry for the
3 BY THE WITNESS: 3 Lyons Township School Treasurer, correct?
4 A Aliright. Can you give me your 4 A Yes.
5 question again? 5 Q  Andthat is - This is a handwritten
6 MR. HOFFMAN: Read it back, please. 6 document that then gets input into the computer
7 (Whereupon, the following was 7 system at the TTO --
8 read from the record as 8 A Yes.
9 requested: "QUESTION: Okay. 9 Q - correct?
10 And do you see anything in 10 A Correct.
11 Mr. Sellers' email that we're 11 Q  That's what an enfry is; its a
12 looking at here in TTO Exhibit 12 journal entry in the general ledger, correct?
13 No. 18 in which Sellers is 13 A Yes.
14 asking on behalf of LT for any 14 Q  Okay. Andso other than what it says
15 special treatment or any 15 in this document and the attached docurments here,
16 advance of interest?") 16 have you spoken with the auditors from 2011, have
17 BY THE WITNESS: 17 you spoken with anybody at the TTO, or have you
18 A No. 18 seen any records other than what are attached to
19 BY MR. HOFFMAN: 19 Theissen Exhibit No. 10 that bear upon this
20 Q  Let's take a look a Theissen Exhibit 20 transaction or this --
21 No. 10. 21 A No.
22 (Whereupon, Theissen Exhibit 22 Q  -enfry? Okay.
23 No. 10, previously marked, 23 So all of the knowledge you have
24 was tendered to the witness.) 24 about the transaction described in Theissen Exhibit
Page 183 Page 185
1 BY MR. HOFFMAN: 1 No. 10 is from what's in this document, correct?
2 Q  This is a documert that T showed to 2 A Yes.
3 Mike Theissen which came from the TTO's files at 3 Q Okay. Andso having looked at this on
4 his deposition about ten days ago. 4 Page 2, you see that at the top, it says,
5 A Okay. 5 "one-sided"; yes?
6 Q  Have you seen this document before? 6 A Yes.
7 A Ihave 7 Q Okay. Andwhat does that mean?
8 Q  Okay. What is your understanding of 8 A It means that there's not an ’
9 what this document is? 9 offsetting entry on another line.
10 A Tt appears to me that these would be 10 Q  Allright. And you see that there'sa
11 journal entries to make adjustments post-andit. 11 negative figure of $1,512,451.00, correct?
12 Q Okay. And because it says on the 12 A Yes.
13 second page "Audit Adjustment-Interest,” correct? 13 Q  And we know it's a negative because of
14 A Yes. 14 the brackets that appear on either side of the
15 Q  Okay. And do you have any knowledge 15 number, right?
16 other than this document and what it says as to the 16 A Yes.
17 transaction that's reflected in this document? Do 17 Q Okay. And the description here is
18 you know what I'm saying? 18 "Audit Adjustment." "ADJ," you think it means
19 A No. I'msorry. 19 "Audit Adjustment” — yes -
20 Q Do you understand the question? 20 A Yes.
21 So I'm trying to figure out — 21 Q - dash "interest"?
22 We're both looking at the same document? 22 A Yes.
23 A Yes. . 23 Q  Andyou believe that interest means
24 Q My question is, do you know anythi 24 the investment income interest earned on pooled
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Page 186 Page 188
1 investments, right? 1 A Idon't have enough accounting
2 A Yes. 2 expertise to be able to answer that question.
3 Q  And so what is the account listed up 3 Q  Soyou don't know?
4 above, which is 1-9999997 4 A [don't know.
5 A The "1" would indicate that it's the 5 Q  Okay. And having seen this prior to
6 education funds, The ""999" -- Now, see, this is a 6 your deposition, did you make any effort to look
7 different kind of an account number because it's 7 back at the records of the TTO to try to figure out
8 marked "AST," which signifies to me that it's an 8 why District 204's funds were being adjusted by a
S asset account, so the naming is different than it 9 million and a half dollars for interest in June
10 would be for a revenue or expenditure. 10 of 20117
11 "999" typically would indicate 11 A No.
12 that it's a miscellaneous aceount. "1013" would 12 Q  Whynot?
13 indicate specifically the revenue asset line that 13 MR. KALTENBACH: Objection.
14 it would be posted against. 14 Argumentative.
15 Q  So this indicates that the assets or 15 ) Go ahead.
16 meoney held by District 204 was reduced in the 16 BY MR. HOFFMAN:
17 amount of just over a million and a half dollars at 17 Q  Why didn't you look info this?
18 this time, correct? 18 A Because that work would have been done
19 A No. And I'm not an accounting expert 19 long before I was employed.
20 but, typically, when it's a revenue, it's included 20 Q  Well, your -
21 in brackets to indicate that it's a revenue as 21 A And I would have no reason to go back
22 opposed to an expenditure. 22 and check previous work.
23 Q  Well, what is this transaction then? 23 Q  Well, wouldn't your reason to go back
24 MR. KALTENBACH: I1I object as being 24 include the fact that the TTO is making a claim for
Page 187 Page 189
1 beyond the scope. 1 what it believes to be excessive interest paid to
2 You can answer. 2 LT from 1995 through 2012 in the amount of about a
3 BY MR. HOFFMAN: 3 million and a half dollars?
4 Q  What is this transaction? It's a 4 A I don't think you can make the
5 million and a half dollar adjustment - 5 assumption that the $1.5 million is the total
6. MR. KALTENBACH: Hold - 6 amount. If I recall, you had indicated interest
7 MR. HOFFMAN: Let me finish my 7 income between a period of time, so you would not
8 question before you jump all over it. 8 necessarily find this in a single enfry.
9 MR. KALTENBACH: I'm referring to her. 9 Q  Well, I don't know what this was done
10 BY MR. HOFFMAN: 10 and why it was done. This is in the TTO' files.
11 Q  This document talks about a one-sided, 11 Have you ever seen anything in
12 one and a half million dollar adjustment for 12 any of the TTO documentation indicating that, in
13 interest after an audit for District 204. 13 June 0f 2011, LT was informed that there was a one
14 So what is this and why was it 14 and a half million dollar adjustment made to its
15 done? 15 account for an audit adjustment relating to
16 MR. KALTENBACH: Hold on. 16 interest?
17 I'm going to object to being a 17 A No.
18 compound question. I'm going to object as being 18 Q Do you think that that might be
19 beyond the scope of the deposition given the level 19 significant in some way in this case?
20 of detail. 20 A Idon't know.
21 You can answer the question 21 Q Do you see on the first page of this
22 subject to those objections, Dr. Birkenmaier. 22 document -- That would be the first page
23 BY MR. HOFFMAN: 23 (indicating)?
24 Q  What is this and why was it done? 24 A Uh-huh.
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Page 190 Page 192 i

1 Q  Onthe first page of this document, 1 listed below the health insurance, District 102, i
2 there's a listing for various other districts? 2 District, 204, and LADSE. i
3 A [doseethat. 3 Q Do you see on the far right side next E
4 Q  Well, the "100" is the TTO. 4 to the "Disfrict 204" row, it says "2010 i
5 What's the "999" account? 5 adjustment, but self-corrected in 2011." i
6 A That would be the health insurance 6 Do you know what that means? g
7 cooperative, 7 A I 'would only be able to speculate that ’
8 Q  Okay. And then you see there's a 8 it could have been — §
9 reference to "Lo." 9 Q  Idon't want you to speculate -- f

10 Is that Lauralee Conway? 10 A Okay. Then I don't — 1

11 A Yes. 11 Q  --and I already told you not to do

12 Q  Okay. And it says "talk to Bob"? 12 that.

13 A Yes. 13 A ThenIdon't know specifically what

14 Q  And on the right, it says, "Lo, ad]ust 14 that note would mean.

15 balances, talk to Jim White." 15 Q  Whose handwriting is that?

16 Is that Jim White from Baker 16 A Idon'tknow.

17 Tilly? 17 Q  Is that Bob's?

18 A Yes. 18 A Idon't know.

19 Q  Okay. And do you know what any of 19 Q  Okay. Have you made any effort to ask

20 that means, who is being told to do what on Page 1? 20 anybody at the TTO what that mformatlon might mean

21 Other than what we're reading here -- you and I are 21 there?

22 reading the same thing -~ do you have any knowledge 22 A No.

23 as to what all that is discussing or who's supposed 23 MR. KALTENBACH: Are you doing okay?

24 to do what? 24 THE WITNESS: 1am. Thank you

Page 191 Page 193

1 A I'have no way to discern the order, 1 BY MR. HOFFMAN:
2 but, obviously, it indicates fo me that Lauralee 2 Q  Allright. Between 1995 and 2012,
3 would be the person who would be inpatting these 3 which is the time period involved in the TTO clalm
4 changes, and so she needs to falk to the auditor 4 with respect to interest in this case --
5 and to the treasurer to make sure that the 5 A Um-hmm.
6 allocation is correct. , 6 Q  "Yes"?
7 Q  Well, Lauralee Conway is a corrent 7 A Yes.
8 employee of the TTO, correct? 8 Q - [continuing] did the TTO regularly
9 A Sheis; yes. 9 pay out to the districts either the entire amount

10 Q  And so is there any reason you didn't 10 or nearly the amount of interest that the TTO

11 ask her to explain this document to you? 11 earned on the pooled nvestment fimd?

12 A Yes, because it's historical data, 12 A Idon't know.

13 Q  Well, it's historical data, but isn't 13 Q  Why do you not know that?

14 it significant to the historical period involved in 14 A Idon't know what the total amounts

15 your claim in this case, meaning 1995 to 20127 15 were that were earned.

16 A Yes; but it's just reassigning funds. 16 Q  Well, you're claiming that in this

17 Q  How do you know that? 17 case that L'T got overpaid interest, right?

18 A Because the first line indicates that 18 A Yes.

19 you've got a debit of $1.7 million, and it shows 19 Q  Andsoisnt it important to know

20 that you also have a credit of 1.7, and it shows 20 whether the amount of interest that the TTO paid

21 where you're placing those funds. 21 out each year correlated to the amount of interest

22 Q  So where did the fiunds go from and t0? 22 that they actually earned in every year‘7

23 A It appears thaf it came out of the TTO 23 A No.

24 account and went into the various accounts that are 24 Q  Why is that not unportanf7
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Page 194 Page 186
1 A What I have secen evidence of is 2 1 Q  -- when she analyzed it?
2 listing that said this was how much money was 2 A The amount of money that was posted as
3 distributed. 3 inferest income to the 204 account versus what was
4 Q  And that evidence came from Healy's 4 written on Bob's sheets.
5 handwritten notes, correct? 5 Q  Okay. And what was writlen on Bob's
6 A Correct. 6 sheets was the what should have been paid; and then
7 Q  And isnt it a fact that that amount 7 what was in the general ledger postings was what
8 of money to be distributed that was listed in 8 was paid?
9 Healy's handwritten notes was always an even 9 A Correct.
10 number? 10 Q  The difference between that was either
il A Yes. 11 an over or an underpayment, correct?
12 Q  Okay. Andisntitalso a fact that 12 A Correct.
13 Healy testified in his deposition that those 13 Q  Okay. So Bradshaw did not look back
14 numbers in his handwritten notes were conservative 14 to sce how much interest the TTO actually eamed by
15 and preliminary numbers and that the accurate 15 looking at statements from banks or financial
16 numbers about the amounts to be paid were set forth 16 institutions that held investments for the TTO; am
17 in the TTO's general ledger? 17 Iright?
18 A Yes. 18 A Idon't know.
19 Q  And do you have any reason to dispute 19 Q  Does the TTO have source documents
20 that testimony that Mr. Healy gave concerning the 20 that are sufficient for somebody to go back and
21 meaning of his handwritten notes? 21 look at them and figure out that in 1997, for
22 A Tdon't 22 example, here's how much the TTO actually eamed in
23 Q  And, in fact, Kelly Bradshaw's 23 investment income —
24 analysis, which I'm happy to show you and I intend 24 ‘ MR. KALTENBACH: I'm going to --
Page 195 Page 197
1 to show you -- and if you want to see it right now, 1 BY MR. HOFFMAN:
2 Iet me know -- but what she did, in part, was 2 Q - on the pooled investments?
3 compare the amount of money that Healy wrote in his 3 MR. KALTENBACH: I'm going to object
4 notes to be distributed and compared that to the 4 to the extent it calls for a legal conclusion and
5 general ledger amount and viewed the first thing as 5 it's beyond the scope also. That's going to be the
6 what should have been paid and the second thing as 6 subject of expert testimony.
7 what was actually paid -~ 7 BY MR. HOFFMAN:
8 A OkKkay. 8 Q  You know, you're getting a little
9 Q  --comect? Is that her - 9 coaching here, but can you answer the question?
10 A I would assume so. 10 _ A We've turned over - So far as [ know,
11 Q  That's her - Well, I don't want you 11 we've turned over all the investment documents that
12 to assume anything. We bad a little talk about 12 we had.
13 that, 13 Q  Yeah, and here's my question: Do
14 A Yes. 14 those investment documents provide enough
15 Q So-- 15 information, are they complete enough and accurate
16 A It'sirve. You'll have to show me in 16 enough and reliable eﬁough so that somebody can
17 the document. 17 look at those documents and go back and confirm for
18 Q  --do you understand what Kelly 18 each year that's relevant here how much money the
19 Bradshaw did? 19 TTO actually earned in investment income?
20 A Yes. 20 MR, KALTENBACH: Same objection and as
21 Q  Okay. What did Kelly Bradshaw do? 21 to form,
22 What did her analysis on $1.5 million in overpaid 22 BY THE WITNESS:
23 interest analyze -- 23 A To the best of my kuowledge, yes.
24 A The amount — 24
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Page 198 Page 200
1 BY MR. HOFFMAN: 1 Q - for the years that we're talking
2 Q  Yes? 2 about here? |
3 A Yes. 3 A Yes.
4 Q  Okay. Then why didn't you have Kelly 4 MR. KALTENBACH: Will this be 19?2 |
5 Bradshaw go back and look at those source documents 5 MR. HOFFMAN: Let's go ahead and mark
6 to figure out how much income was actually eamed "6 it, sure.
7 on the investments instead of using a number that 7 (Whereupon, TTO Deposition :
8 was a round number that was written in Healy's 8 Exhibit No. 19 was marked for I?
9 handwritien notes? 9 identification.) i
10 A Ibelieve there's an assumption in the 10 (Whereupon, document
11 question that you're asking that all of the income 11 tendered.)
12 that was received is interest income for 12 BY MR. HOFFMAN:
13 distributien, and the complexity of investments 13 Q  Allright. We've marked as
14 would rot necessarily indicate that all of that 14 Deposition ~ TTO Deposition Exhibit 19 all of the
15 meoney would be distributable, 15 audit reports for the TTO from 1995 through 2013.
16 Q - Okay. So why was the amount of money 16 A Okay.
17 reflected in source documents not all 17 Q And these come from, not shlprisingly,
18 distributable? 18 the TTO's production to us in this case.
19 A I'm not certain what Bob's approach to 19 A Correct.
20 distribution would be. 20 Q  Solet -- And you're familiar with
21 Q  Well, why aren't you? That's a 21 these documents, right?
22 critical part of this case. 22 A Tam
23 A 1think that that — 23 Q  Okay. Solet's just pick a year in
24 MR, KALTENBACH: Objection. 24 the middle here -
Page 199 Page 201
1 Argumentative. 1 A Okay.
2 MR. HOFFMAN: It's not argumentative. 2 Q - and go with 2003.
3 BY MR. HOFFMAN: 3 A Okay.
4 Q  Goahead. 4 Q  Would you tell me with respect to the
5 A Ithink that that's where the 5 general fund at the TTO ~
6 discretion of the investor and the types of 6 A Hold on a second. I'm not quite with
7 investments and the movement of the marketplace 7 you yet. I'm still at 2002.
8 comes fo bear. 8 Q  Okay. Take your time.
9 Q  Well, were Bob's -- Looking back on it 9 (Whereupon, witness perusing
10 and having the knowledge of the historical record, 10 document.)
11 did Bob Healy essentially make arbitrary decisions 11 BY THE WITNESS:
12 as to how much money to give to the districi? 12 A Okay.
13 A Icouldn't charaeterize it that way 13 BY MR. HOFFMAN:
14 because I don't know. 14 Q  Ican tell you, I'm looking at -- just }
15 Q  Well, in some years, isn't it true 15 to - I'm looking at Page 4 of Exhibit B of the |
16 that he gave the districts way more money than the ie audit, but you can look at any page you want %
17 TTO earned and, in some years, he gave them way 17 because -- %
18 less? And by "way," I mean, millions of dollars. i8 A Okay. !
19 A Idon'tknow. ‘ 19 Q  --you're the treasurer, and I'm not, ;
20 Q  Okay. Well, lefs find out. 20 A Okay. .
21 A Okay. 21 Q  T'would ask only that you kind of keep .
22 Q  Are you familiar with the audit 22 these documents straight (indicating). i
23 reports of the TTO -- 23 A Sure. Happy to. %
24 A Yes 24 Q Thanks. i
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Page 202 Page 204
1 And so on Page 4, there is an 1 A Yes.
2 exhibit that relates to the gereral fund and a 2 Q  Okay. And thenright below it, it
3 statement of revenues, expenditures, and changes in 3 says, quote, "The decrease was primarily attributed
4 fund balance for the year-ended June 30, 2003, 4 to the larger amount of investment earnings paid
5 Do yousee that? 5 out to member districts,"
6 A Ide. 6 Do you see that?
7 Q  Andthere is a line item here for 7 A  Ido.
8 receipts which says "Interest on Investments-Net of 8 Q  And let's, then, just to quantify
9 Distributions to School Districts," and there's an 9 that, turn to Page 12 of the financial
10 amount stated of $3,256,195. 10 statements --
11 Do you see that? 11 A Okay.
12 A Ido. 12 Q - which, again, have the general fund
13 Q  Okay. Andwhat does that number - 13 statement. And you see it says — Under "Receipts”
14 represent? 14 for the general funds, it says "Earnings on
15 A 1am not certain. 15 Investments" $3.7 million, approximately?
16 Q  Isnt it obvious that that means that 16 A 1Idosee that.
17 the TTO paid out interest on investments to school 17 Q  And it says "Earning on Investments
18 districts in the 2000 year and, after doing so, had 18 Paid Out to School Districts" —
19 just over $3 million in interest income left? 19 A Yes.
20 A I'mnot certain. ' 20 Q -~ just over 6 million?
21 Q  So are you telling me today that you 21 A Yes.
22 don't understand what the audit statements of the 22 Q  Sointhe 2004 year, the TTO paid out
23 TTO mean? 23 about $2.3 million in interest more than it earned
24 A I'm telling you that I'm not certain 24 "in that year -
Page 203 Page 205
1 what this specific line captures. 1 A Iseethat —
2 Q  Well, okay. 2 Q  --to school districts?
3 Let's look at a different year, 3 A --yes.
4 which I think is even more obvious. 4 Q Do you know how and why that happened?
5 A Okay. 5 A T will be speculating if 1 give you an
6 Q  Maybe that would help you. 6 answer to that,
7 A Okay. 7 Q I don't want your speculation. I want
8 Q  Allright. Let's tumn to the 2004 8 facts,
9 year - 9 A Then I'm going to say I don't have
10 A Okay. 10 enough detail to answer that question.
11 Q  —ifcould you, please. 11 Q  Okay. Andwhat detail would you need
12 A Sure. Same page? 12 in order to be able to answer that question?
13 Q No. Let's look at Page 6 to start. 13 A I would need to know when the last
14 {Whereupon, witness perusing 14 distribution of interest went out. I would need to
15 document.) 15 know what the timing of interest from the previous
16 BY THE WITNESS: 16 year is and when that was received in,
17 A Ohkay. 17 I would need to basically
18 BY MR. HOFFMAN: 18 onderstand the timing of this, and I cannot draw
19 Q  And you see when it talks about the 19 that conclusion from this -- these numbers. ;
20 financial analysis ofthe TTO funds? 20 Q  Wouldn the TTO pay imterest that it %
21 A Yes. 21 carned and atiribute those payments to the year in i
22 Q  And it talks about the prior year the 22 which the interest was actually earned in terms of é
23 fund balance at the TTO was about negative 95,000, 23 the distributions? §
24 and then it decreased to negative 2.7 million? 24 Are you saying that the -- Are 1
|
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Page 206 Page 208
1 you claiming that the money that was earned by the 1 BY THE WITNESS:
2 TTO doesn't correlate with the payments that it 2 A Tunderstand the payment. How the
3 made? 3 meney was received and recorded, I don't understand
4 A I'msaying that there is an overlap 4 the details of that.
5 between fiseal years that, typically, at least 5 BY MR. HOFFMAN:
6 currently, our practice is that the last 6 Q  Soif1 asked you about all of the
7 calculation of interest is based on the May and 7 different entries in the TTO's annual audit
8 April fund balances and that it doesn't take into 8 statements with respect to earnings on investments
9 account the June balances. So it's possible that 9 and earnings paid out to school districts and why
10 there was something in transit at the end of the 10 the numbers are different, would your answer be "1
11 fiscal yea_r. It depends on how these records are 11 don't know"?
12 Lept, if these are on an accrual basis, modified 12 A My answer would be it would be based
13 accrual basis, or a cash basis of accounting, 13 on the assumptions that the werk that w%s presented
14 Q  But the bottom linc is, you dont 14 was done correctly.
15 know? 15 Q Well--
16 A Iwould not be certain without being 16 A SolIdon't know.
17 able to go back and consult with the auditors and 17 Q  You're assuming that the work that
18 look at decuments, no. 18 Baker Tilly did on these audits from 1995 through
15 Q  Well, yon can't go back and consult 19 2012 were done correctly?
20 with the auditors because they're from Baker Tilly, 20 A 1have no reason not to believe that.
21 and the TTO threatened to sue Baker Tilly, right? 21 Q  Well, then, why did the TTO threaten
22 A Yes. 22 to sue them and enter into a standstill agreement
23 Q  And so, currently, there is a 23 with them? ’
24 standstill agreement in place between the TTO and 24 A  Idon't-
Page 207 Page 209
1 Baker Tilly whereby any claims that the TTO has 1 MR. KALTENBACH: Objection.
2 against Baker Tilly are put on hold pending further 2 Argumentative.
3 developments, right? 3 MR. HOFFMAN: Why? It's a fair
4 A Correct. : 4 question.
5 Q  Okay. So there's no way for you to 5 MR. KALTENBACH: You don't need to
6 pick up the phone and call somebody at Baker Tilly 6 comment on my objections. Ijust stated it.
7 and ask them questions about the work that they did -7 BY MR. HOFFMAN:
8 for the TTO, is there? 8 Q Goahead. You can answer,
9 A No. 9 If the position of the TTO is
10 - Q  Sohow can you explain why or can you 10 that the andits were done right from 1995 through
11 even begin to explain why, in 2004, the TTO paid 11 2012 by Baker Tilly, why did the TTO threaten to
12 out earnings on investments to school districts of 12 sue Baker Tilly?
13 almost double what they recorded as earnings made 13 A First--
14 for that year? And I'm not talking about 14 MR. KALTENBACH: I'm goilig to object
15 speculation. I'm talking about actual knowledge. 15 as being beyond the scope of this notice. I'm also
16 A I cannot answer that. 16 going to object as being argumentative.
17 Q  Don't you think it's important to 17 MR. HOFFMAN: Sure.
18 understand how interest was paid out to the 18 BY MR. HOFFMAN:
19 districts when you're making a claim against the 18 Q  You can answer.
20 TTO -- or excuse me -- a claim against LT for a 20 A Any conversations with Baker Tilly
21 million and a half dollars during this same time 21 regarding their work or how it's impacted in this
22 period? 22 lawsuit were done before I was hired o as the
23 MR. KALTENBACH: Objection. 23 treasurer.
24 Argumentative. 24 Q  What does the TTO say that Baker Tilly
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Page 210 Page 212
1 did that was wrong in this case such that they 1 understand your testimony, I'm going t6 go back
2 threatened to sue them? 2 over this.
3 MR. KALTENBACH: Same objections as 3 T'm trying fo figure out whether
4 before, 4 I can rely on the figures in these Baker Tilly
5 BY MR. HOFFMAN: 5 audit statements as to earnings on investmernts and
6 Q  Maybe you don't know. 6 earnings on investments paid out to school
7 A ['mnot sure I understand the full 7 districts or not. ’
8 scope, so [ cannot answer that. 8 And my question to you is, do you
9 Q  Well, do you have any understanding 9 have any reason to doubt the accuracy of those
10 whatsoever? Because these are documents prepared 10 figures on those poings in these audit statements?
11 by Baker Tilly. They're important to the case. 11 MR. KALTENBACH: Objection as to
12 They talk about eamings on investments. They talk 12 beyond the scope.
13 about investments paid out to the districts. 13 You could answer.
14 They're directly relevant to your claim during this 14 BY MR. HOFFMAN:
"15 time period relating to interest payments. 15 Q  Just answer the question.
16 So my question to you is, is it 16 A Thave no reason to doubt the
17 the position of the TTO that all of the figures and 17 accuracy.
18 all the information and everything associated with 18 Q  Fine.
19 this -- these annual statements for audit in 19 MR. HOFFMAN: By the way, Barry, you
20 Exhibit TTO Depesition 19 were all accurate and 20 know, I know you feel it's your duty to help out
21 correct? » 21 here, but keep in mind that I'm also taking the
22 MR. KALTENBACH: Same objection as to 22 individual deposition of Dr. Birkenmaier in
23 scope. 23 addition to deposing her —
24 24 MR. KALTENBACH: Iunderstand,
Page 211 Page 213
1 BY THE WITNESS: 1 MR. HOFFMAN: ~ on behalf of the TTO,
2 A Tdon't know. 2 so enough with the constant objections, please.
3 BY MR. HOFFMAN: 3 MR. KALTENBACH: Hold on a minute.
4 Q  So given that the TTO has actually 4 BY MR. HOFFMAN:
5 threatened to sue Baker Tilly, is it fair to say 5 Q So-
6 that the TTO has some concerns about whether these 6 MR. KALTENBACH: No. Hold on a minute
7 audit statements are accurate and reliable? 7 because you make a statement, Jay.
8 MR. KALTENBACH: Same objection. 8 MR. HOFFMAN: You're guiding the
9 Asked and answered. 9 witness. It's enough already,
10 BY MR. HOFFMAN: 10 MR. KALTENBACH: Jay —
11 Q  "Yes," "No," either -- 11 MR. HOFFMAN: Knock it off
12 MR. KALTENBACH: Argumentative. 12 MR. KALTENBACH: Jay, respectfully,
13 BY MR. HOFFMAN: 13 you have cross-examined your witnesses I've been
14 Q  --these -- 14 deposing while I'm still deposing them. Okay? So
15 MR. KALTENBACH: Jay, let me state my 15 stating "Objection. Scope" is not guiding the
16 objection. Let me just state it, and then you can 16 witness, and it is a proper objection.
17 mMOoVeE on. 17 MR. HOFFMAN: You're suggesting to the
18 Objection. Asked and answered, 18- witness that she shouldn't know things and '
19 beyond the scope, and argumentative. 19 shouldrt testify {o things, and it is not proper.
20 BY THE WITNESS: 20 And it's an individoal deposition as well as — and
21 A Idon't know that your statement is 21 let the court reporter know - that this is both
22 accurate. 22 the deposition of the TTO and of Dr. Birkenmaier,
23 BY MR. HOFFMAN: 23 and the cover page should so reflect that.
24 Q Okay. Letme -- Because I don't 24 MR. KALTENBACH: Itis. Iagree.
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Page 214 Page 216
1 MR. HOFFMAN: Fine. 1 And so have you gone back to
2 MR. KALTENBACH: "Objection. Scope" 2 these annual reports like the one we're looking at
3 is proper. 3 in 2007 and tried to make sense of why the amounts
4 Why don't we take a short break 4 earned and the amounts paid out to the districts
5 right now? 5 were different?
6 MR. HOFFMAN: Fine 6 A Say that again. I mean, I
7 (Whereupon, a brief recess 7 MR. HOFFMAN: Read it back.
8 was had from 2:28 p.m. to 8 BY THE WITNESS:
9 2:36p.m) 9 A Tunderstand the premise —
10 MR. HOFFMAN: Back on the record. 10 MR. HOFFMAN: Read it back.
11 BY MR. HOFFMAN: 11 BY THE WITNESS,
12 Q  Just one additional point on these 12 A --but what was the question?
13 annual audits, there are enfries or a net entry 13 (Whereupon, the record was
14 relating to the amount of interest earned and the 14 read as requested.)
15 amount of inferest paid to the districts in the 15 BY THE WITNESS:
16 years 1995 through 2007 and then, in the 2008 TTO 16 A No.
17 audit report, that amount or that information 17 BY MR. HOFFMAN:
18 completely disappears, 18 Q Why not?
19 A Okay. 19 A The audit captures what occurred, not
20 Q Do you want me to show you that or — 20 why.
21 A Sure. 21 Q  Okay. Andhow would you figure out
22 Q  Okay. 22 the why?
23 A Sure, 23 A You'd have to — As I mentioned
24 Q  Allright. Well, here's 2007. 24 earlier, you'd have to go back to either the source
Page 215 Page 217
1 (Whereupon, document 1 documents or understand the conditions that were in
2 tendered.) 2 place at the time. It's possible the way that it's
3 MR. KALTENBACH: I mean, if you just 3 captured, there could have been a change to the
4 want to put a page of yours in front of her, that's 4 Governmental As ing Standards Board footnot
5 fine by me, rather than -- 5 that required different ways of reporting.
6 BY MR. HOFFMAN: 6 T would — I don't kaow umtil I
1 Q  Here's 2007, the general fund 7 would have to immerse myself in going back and try
8 statement (indicating). 8 to reconstruct, and that's why I said I would need
9 A Okay. 9 to see work papers, if they're available,
10 Q  And what does that tell you about the 10 Q  But wasn't there a need to go back and
11 interest earned and interest paid out for the 2007 11 immerss yourself given that in 2013 and even still
12 year? 12 to this day, there is an open issue about:
13 A Well, it tells me 8.9 million was 13 undistributed investment income at the TTO?
14 earped, 7.9 was distributed, and there was a 14 A The audits captured what occurred, not
15 million dollars that was undistributed. 15 what's intended, not what might have occurred, not
16 Q Do you know why there was a million 16 what not occurred in the future, This is a record
17 dollars that was undistributed - 17 of what occurred. '
18 A Idon't 18 Q  Right. And if what occurred was that
19 Q  —inthat year, in 2007? 19 all of the districts were unifortly overpaid in one
20 A Idon't. 20 year or all the districts were uniformly overpaid
21 Q  Well, we started this whole discussion 21 in one year based on the information in the annual
22 today dealing with information that you became 22 audit staterments, wouldn't that be significant to
23 aware of in 2013 and are still grappling with now 23 you? '
24 about unpaid intefest. 24 A Not necessarily.

T T T e
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Page 218 -Page 220
1 Q  Why not? 1 A Ido.
2 A AsImentioned eartier, I would need 2 Q  Okay. Do you have any explanation as
3 to understand the circumstances under what oecurred 3 to why that information stopped being included in
4 and why. 4 2008 and in all subsequent audits?
5 Q  Well, how are you going to figure out 5 A No.
& ° what occurred and why from 1995 to 2012 when 6 Q  Mr Theissen said it had something to
7 Healy's in prison and you can't talk to Baker 7 do with changes in accounting standards.
8 Tilly? 8 Do you have any knowledge as to
9 A Yuuderstand what you're saying, I'm 9 that?
10 just saying fo you that I could not come to a 10 A Thatis one possibility.
i1 conclusion merely by looking at the audit reports, 11 Q  Ididn't ask you whether it was
12 I would need additional information, 12 possible. 1 asked you if you had any knowledge
13 Q  Idon't think you answered my 13 about that.
14 question, with all due respect, Dr. Birkenheimer — 14 A Are you asking me do I know that that
15 Birkenmaier, [ don't think you answered — 15 is why?
i6 A See, I told you. I get that all the 16 Q . Yes.
17 time, but that's okay. Go ahead. I'm sorry. 17 A 1do not know that that is why.
18 Q  Thatwas my only slipup in three and 18 Q Okay. To this day, the TTO's
19 half hours, 19 financial statements do not state the amount of
20 MR. KALTENBACH: On the way over, 20 interest that the TTO earned on the pooled
21 “she goes, "Sometimes people refer to me as "“Dr. 21 investments and the amount of distributions made to
22 Birkenheimer." ' 22 the districts on those investments; am I cormréct?
23 BY MR. HOFFMAN: 23 A So as far as I know, that is correct.
24 Q  Tapologize. 24 Q  And why is that information not
Page 219 Page 221
1 A No, no. It's okay. It's okay. 1 provided currently in the TTO's annual audit
2 MR. HOFFMAN: Read the question back. 2 reports?
3 BY MR. HOFFMAN: 3 MR. KALTENBACH: Objection. If's
4 Q  BecauseI don't believe you answered 4 beyond the scope and relevance.
5 the question. 5 You can answer.
6 A Okay. 6 BY THE WITNESS:
7 (Whercupon, the following was 7 A First of all, I'm not certain about
8 read from the record as 8 your question. Your question -- Can you repeat
9 requested: "QUESTION: Well, 9 that question to me, please?
10 how are you going to figure out 10 BY MR. HOFFMAN:
11 what occurred and why from 1995 11 Q  Sure. You said that current -~ The
12 to 2012 when Healy's in prison 12 reports that we have here through 2013 and those
13 and you can't talk to Baker 13 armual audit statements don't have information in
14 Tilly?") 14 them about the inferest earned on investments and
15 BY THE WITNESS: 15 the interest paid out to the districts on
i6 A I'mnot going to figure out why. 16 investments, right?
17 BY MR. HOFFMAN: 17 A Yes,yes.
18 Q  Now, let's take a look at the -- Let's 18 Q  Okay. Andam I correct that that is
19 take a look at what now is called the "Governmental 19 also the case with more recent audits or audit
20 Fund" in the 2008 audit, and there's a listing for 20 statemerts for the TTO? Right?
21 receipts and, unlike in past years, poof, the 21 A Yes.
22 amounts of investment earnings and the amounts of 22 Q  Okay. And so my question is, why
23 investment distributions are miraculously gone. 23 doesn' the TTO ask its auditors to include that
24 Do you see that? 24 information in its current audit statements?
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Page 222

Page 224

1 Meaning ~ When I say "this information," I mean 1 I'm asking you why isn't this

2 the arnount of money that it earned on investments 2 information that you would wart to include in the

3 and the amount of money paid from those earnings to 3 audit statement for the benefit of everybody who

4 the districts. 4 reads it so they can know what's going on at the

5 A Tdow't know, 5 TTO?

6 Q  Don'tyou think that's important 6 A ¥ can't answer that because I'm not an

7 information for the districts to have? 7 expert in accountancy,

8 A Tbelieve that the audifors represent 8 MR. HOFFMAN: Let's mark another

9 the numbers that are recorded in accordance with 9 exhibit, please.
10 the governmental standard, Governmental Accounting 10 (Whereupon, TTO Deposition
11 Board Standands. 11 Exhibit No. 20 was marked for
12 Q  Well, is there any standard that would 12 identification.)
13 prohibit the TTO's auditors from providing that 13 BY MR. HOFFMAN:
14 information? 14 Q  We talked about Bradshaw's analysis ¢
15 A Idon't kuow. Ikmow that the 15 with respect to the 204 interest payments, correct? §
16 Governmental Accounting Standards Board 16 A Yes.
17 establishing methods of reporting and criteria so 17 Q  What analysis, if you know, did the
18 there is consistency from one governmental agency 18 TTO do with respect to interest payments made to
19 to another, 19 other districts during 1995 to 20127
20 Q  Sol guess my question is still, why 20 A Xhbelieve it was the same activity,
21 don't the TTO's current audits tell -- why don't 21 comparing what was paid versus what was recorded to
22 they state the total amount of investment earnings 22 be paid.
23 and the amounts paid out to districts? 23 Q  So whenT look at -- Let's take a look
24 MR. KALTENBACH: Objection. Asked and 24 at Bradshaw's analysis as it reflects the work she

Page 223 Page 225

1 answered. 1 did on District 204.

2 MR. HOFFMAN: But I havent gotten an 2 A Olay.

3 answer yet. 3 Q  And this is Bradshaw Exhibit No. 3.

4 ‘BY THE WITNESS: 4 (Whereupon, Bradshaw Exhibit

5 A Iwould have to refer to an expert in 5 No. 3, previously marked,

6 accounting to answer that question. 6 was tendered to the witness.)

7 BY MR HOFFMAN: 7 BY THE WITNESS:

8 Q  Well, you're the treasurer. 8 A Okay.

9 A Butlamnot-- 9 BY MR. HOFFMAN:
10 Q Youcan- 10 Q  There's actually an earlier version of
11 A — anexpert in accounting. 11 this with different numbers that she made mistakes
12 Q Right. But are you telling me that 12 on, and she said she went back and corrected this
13 the — it may be an improper piece of information 13 and came out with something called an "interest
14 to be included in an audit statement? 14 allocation to" —
15 A Ne. 15 A Yes.
16 MR. KALTENBACH: Objection. 16 Q - "spreadsheet” which was produced to
17 Argumentative. 17 us on February 19th of 2016, actually,
18 THE WITNESS: Sorry. 18 A Okay.
19 BY MR. HOFFMAN: 19 MR. HOFFMAN: It only took about a
20 Q  And I'm not saying -- You know, I'm 20 year and half to get that,
21 not saying I'm trying to figure out what the bare 21 MR. KALTENBACH: 1 think it took a
22 minimum is because I'm not asking you whether the 22 little bit longer to get documents from your own
23 andit report complies with any particular standards 23 client.
24 or not. 24
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Page 226 Page 228
17 BY MR. HOFFMAN: 1 Q  Okay. Let me ask you this question:
2 Q  Are you familiar with -- Are you 2 Tunderstand — So this $1.5 miltion figure at the
3 familiar this document, Bradshaw Exhibit 3? 3 bottom right corresponds to the amount that's set
4 A Yes. 4 forth in your current complaing —
5 Q  Okay. You've seen this before? 5 A OKkay.
. 6 A Yes. 6 Q  -~comrect? I mean, I tell you
7 Q  And did you work with Kelly when she 7 that it does.
8 was putting this together? Because her testimony 8 A Okay.
9 was she worked with Mike Theissen and Clyde 9 Q  Yes?
10 Bradshaw, so - 10 A Suwre.
11 A Clyde Bradley. 11 Q  Okay, Somy question s, is this
12 Q  Bradley, excuse me. 12 $1.5 million figure in Bradshaw Exhibit No. 3 — is
13 A Yes. 13 that the current position of the TTO as to the
14 Q  Idon*have any reason to believe she 14 amount of overpaid interest to LT during the
15 worked with you on it; but if she did, I want to 15 relevant time period, or has the TTO changed its
16 know that. 16 position it any way since producing that document?
17 A No. 17 A I'm not aware of any changes,
18 Q  Okay. So you didn't work with Kelly 18 Q  Okay. And the TTO has retained an
19 at the time she created this, right? 19 accounting expert in this case, correct?
20 A No. 20 A Correct,
21 Q  So this was prepared already -- Was it 21 Q  And we dont have the report yet and
22 prepared by the time you arrived at the TTO? 22 that's not due yet.
23 A The original document, yes. 23 Do you know who the accountants
24 Q Okay. Terrific. 24 are?
Page 227 Page 229
1 And this compares the information 1 MR. KALTENBACH: I'm going to object,
2 in Healy's handwritten notes to the information in 2 I think -- I think that's privileged information
3 the general ledger of the TTO, correct? 3 unless and until such time as we actually
4 A That's my understanding. 4 disclose -- make a disclosure of them.
5 Q . Okay. And there's also this 5 MR. HOFFMAN: So she doesn't have to
6 additional third point which goes back and looks at 6 tell - You're not going to let her tell me, even
7 allocation percentages and adjusts Healy's numbers 7 if she knows, who the accountants are, It's
8 to reflect a further set of adjustmenis, correct? 8 privileged?
9 Maybe you can state it better 9 MR. KALTENBACH: Imean, it would
10 thanIcan. So there's a direct comparison between 10 seem --
11 Healy'’s numbers and the general ledger numbers in 11 MR. HOFFMAN: Ts that a fact?
iz the first column here (indicating), right? 12 MR. KALTENBACH: 1 think --
13 A Yes. ‘ 13 MR. HOFFMAN: Do you have a retainer
14 Q  Okay. And then what's youfr 14 agreement?
15 understanding as to that middle column, " Additional 15 MR. KALTENBACH: I'm sure that we do.
16 Differences related to System Reports versus RH 16 MR. HOFFMAN: 1bet you do.
17 Figures Used"? 17 BY MR. HOFFMAN:
18 A 1am not certain. 18 Q Do you know who -- Don't answer who.
19 Q  Youdon't know what that is? 19 Don't tell me who.
20 A Idon't. 20 Do you know who the accountants
21 Q  Andthere's a $97,000 difference, and 21 are that the TTO has retained to serve as their
22 you can't tell me what the basis of that is, can 22 experts in this case?
23 you? 23 A Yes.
24 A 1cannof, 24 MR. HOFFMAN: So, Barry, are you
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Page 230

Page 232

1 instructing her not to answer if I ask who those 1 analysis that Ms. Bradshaw did that she encountered
2 people are? 2 periods of time for which there was missing data?
3 MR. KALTENBACH: It seems fo me that 3 A Yes.
4 that -~ 4 Q  Okay. And what is your understanding
5 MR. HOFFMAN: Just "yes" or "no"; 5 as lo why the TTO's files were missing data
6 don't beat around the bush, 6 relating to interest payments?
7 MR. KALTENBACH: Jay, you kiow what? 7 A Idon't knew.
8 I don't casvally instruct a witness not to answer. 8 Q  And how much missing data was there;
9 MR, HOFFMAN: Okay. 9 do you know?
10 MR, KALTENBACH: And so I'd like to 10 A Idon't know.
11 flesh this out. 11 Q  Okay. That's something Ms. Bradshaw
12 MR. HOFFMAN: Fair enough. 12 would know.
13 MR. KALTENBACH: It scems to me that 13 ‘What did she do when she ran
14 that would be privileged information until the time 14 across quarters with no data?
15 comes that we disclose them. 15 A Idon'tknow.
16 So do you disagree that that's 16 Q  Sol asked you before about other
17 privileged? 17 districts.
18 MR. HOFFMAN: I'm not here to debate i8 . Are you telling me that there's
19 you. Ijustnceda "yes" or "no." 19 an analysis like the Bradshaw Exhibit No, 3
20 MR. KALTENBACH: I will instruct the 20 analysis for District 204 that exists for the other
21 witness not to answer on the basis that I think it 21 districts there to check and make sure whether they
22 may well be privileged, and counsel is not going to 22 didn't get too much or too little interest?
23 dispute me on that, ’ 23 A Tdon't know the level of detail for
24 MR. HOFFMAN: I don't agree with your 24 other districts.
Page 231 Page 233
1 position, but I'm not going to argue with you about 1 Q  Okay. Because I've never seen
2 it. That's not what we're here for. 2 anything; so I'm asking you what documentation
3 BY MR. HOFFMAN: 3 exists with respect to any analyses the TTO
4 Q Okay. So do youknow ~- So I'm just 4 conducted as 1o other districts and the interest
5 trying to get a feel for - I've got a million and 5 amounts they received?
6 a half dollar claim stated in this document, and 6 A Tdon't know.
7 you've got an expert report coming, 7 (Whereupon, document
8 Do you have any knowledge as to 8 tendered.)
9 whether the expert is engaged in any different type 9 BY MR. HOFFMAN: .
10 of analysis that might produce some kind of 10 Q  Okay. Have you seen TTO Deposition
11 different number here such that I can ask you about 11 Exhibit 20 before, please, Doctor?
12 it today, or is the expext just going to verify and 12 A Ydon't recall this.
13 support this? 13 Q  Okay. This was from the TTO files
14 MR. KALTENBACH: I'm going to — 14 produced to us in this case.
15 Dr. Birkenmaier, I think that 15 A Okay.
16 intrudes upon what is now privileged information, leé Q It appears to be an analysis of taking
17 1 think what the expert is doing and their 17 the $1.5 million that you claim LT got that was too
18 conclusions will be put forth in a report that 18 much and then spreading it out over the other
19 Mr. Hoffiman will be served with. 19 districts on a pro rata basis.
20 So I'm going to instruct you not 20 Is that what this looks like to
21 to answer that question on the basis of privilege. 21 you?
22 BY MR. HOFFMAN: 22 A It appears that way.
23 Q  Okay. Are youaware that there 23 Q  Okay. And who did this? Who created
24 were — that in the course of doing this interest 24 this document; do you know?
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Page 234 Page 236
1 A Idon't know. 1 BY MR. KALTENBACH:
2 Q  Okay. And doesn't this document 2 Q  You have a body of knowledge
3. assume that all of the other districts got paid the 3 concerning a lot of the issues we've discussed,
4 right amount of interest in all of the years at 4 correct?
5 issue? 5 A Yes.
6 A Tdon't know what assumptions 6 Q  Isall of that derived solely from
7 were used to create this. 7 your preparation to testify today?
8 Q  Okay. Well, did all of the other 8 A No.
9 districts get paid the right amount of interest 9 Q  Okay. In connection with your
10 from 1995 through 2012 other than District 204? 10 preparation today, do you recall if you reviewed
i1 A To the best of my knowledge, but T 11 the complaint that the Township Trustees filed
12 cannot say that with 100 percent certainty. 12 against Robert Healy?
i3 Q  And when you saythey got the right 13 A Yes.
14 amount, is that based on Healy's handwritten notes, 14 Q  Okay. Do yourecall if you reviewed a
15 or is it based on some other source for determining 15 copy of the judgment that was entered against
16 how much interest the district should have 16 Robert Healy? ‘
17 received? 17 A Yes.
18 A Idon't know. 18 Q Do you recall the document showing how
19 Q  So youjust - Somebody at some point 19 much was recovered from Bob Healy's bank account?
20 just told you that everything was fine with the 20 A I didn't see a specific document other
21 other districts other than District 204 with 21 than what was in the — in the claim.
22 1espect to inferest payments, right? 22 Q  Okay. Do you--
23 A Generally, yes. 23 MR. HOFFMAN: I'd like to see that. I
24 Q  Okay. And who told you that? 24 haveri't - By the way, if you're going to talk
Page 235 Page 237
1 A Kelly. 1 about money recovered from his bank account, I
2 Q  Okay. When? 2 haven't -- I don't believe I've seen that.
3 A Icouldn't tell you. It was early on 3 MR. KALTENBACH: That was the 497 she
4 in my time there, but I could not be specific about 4 mentioned.
5 a date, 5 MR. HOFFMAN: Yeah; I know. Ihaven't
6 Q  Somewhere in the 2013 to 2014 range? 6 seen any documentation on that that 1 know of, if
7 A I would say probably yes. 7 it was prodnced. I just went back through the
8 Q  Okay. 8 documents. .
9 A More like 2014. 9 MR. KALTENBACH: I mean, it's in the
10 Q  Okay. Ihave no more questions. 10 court file somewhere.
11 MR. KALTENBACH: I just have a few. 11 BY THE WITNESS:
12 EXAMINATION 12 A Thaven't seen a document. I've just
13 By Mr. Kaltenbach: i3 seen it referred to.
14 ) 14 MR. HOFFMAN: I'm just saying, you're
15 Q  Dr. Bitkenmaier, do you recall -- 15 tatking about it here. It wasn't produced in the
16 First of all, is it fair to say that part of your 16 case. It sounds like if's something you have at
17 preparation for today's deposition also included 17 your fingertips. I'm asking you for it.
18 knowledge you gained without necessarily being 18 BY MR. KALTENBACH:
19 knowledge specifically to prepare yourself for 19 Q  Dr. Birkcnmaier, I believe you
20 today? 20 testified that you personally pulléd and reviewed
21 MR. HOFFMAN: Objection. Leading. 21 financial records regarding the TTO's payment of
22 BY THE WITNESS: 22 audits for member districts.
23 A Iwas going to say you have to say 23 Do you recall that?
24 that again, 24 A Yes.
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A Yes.

Page 238 Page 240
1 Q  And was it your testimony that those 1 the audit of the school districts and the
2 records reflected that the TTO paid for the audits 2 Treasurer's office in Lyons Towaship."
3 of District 204? 3 Q Do you recall Mr. Hoffman asking you a
4 A Yes 4 question about whether you had any reason to doubt
5 Q  Okay. And by "paid for,” I don't mean 5 whether that sentence was accurate or not?
6 processed checks. Imean, the money was actually 6 A Ido.
7 paid out of the TTO's operating account. 7 Q  Okay. And do you recall what your
8 A Yes 8 response was?
9 Q  Okay. So with that knowledge, your 9 A Ibelieve I said I didn't.
10 answer remains yes, correct? 10 Q Okay.
11 A Yes, yes. 11 A Nowthat I'm looking at this again,
12 Q  AndIbelieve you also testified 12 I'm concerned with the structure of the sentence.
13 regarding your review of financial records as to 13 Q  Canyou explain what your concem is?
14 whether or not the TTO paid for the audits of other 14 A Sure. "The trustees hire and pay for
15 districts other than 204, 15 the aundit of the school districts.” Okay.
16 Do yourecall that testimony? 16 So the treasurer hired the
17 A 1do recall that, yes. 17 auditor, they processed the payment, but the actual
18 Q  And the summary ~ or your testimony 18 pay -- where they paid the cash for the audit would
19 was that the TTO did not pay for the audits of 19 apply only to LT, not the other districts.
20 other districts, correct? 20 So the second sentence, " This
21 A Correct. 21 office has assumed the cost of Lyons Township High
22 Q  Okay. The TTO did process checks for 22 School’s audit," that is correct, but this -- the
23 payment — 23 way this sentence, now that I see it, is packed
24 A Yes. 24 it's both true and not true.
Page 239 Page 241
1 Q - ofthe audifs - 1 Q  Okay. Because -
2 A Yes. 2 A Because the Township -- I'm sorry.
3 Q - of other districts, correct? 3 Q  Because the Township did pay for the
4 A Yes. 4 cost of 204's andit, so it paid for one of the
5 Q  Okay. T'm going to show you what had 5 districts, correct?
6 been marked as Exhibit No. 5, which is an 6 MR. HOFFMAN: Objection. Leading.
7 April 29th, 1999 letter to Dr. Beckwith from 7 BY MR. KALTENBACH:
8 Bob Healy. 8 Q  You can answer the question.
9 Do you recall looking at this? 9 A OKkay. Yes, based on - The second
10 A Ido. 10 statement here in this paragraph is true; but the
1l Q  And you've seen this both today, and 11 first statement, the hiring of the auditors for for
12 you've seen this before today -- ! 12 the school districts collectively is correct. The
13 A Yes. 13 payment of the audit, we pay -- we process the
14 Q - correct? 14 payment of all of the audits, but we actually paid
15 A Yes. 15 cash for LT's audit, I'm sorry I didn't catch that
16 Q  Okay. And on the top of the sixth 16 before.
17 page, Mr. Healy writes a couple sentences under the 17 Q" And you did not pay cash for the
18 heading "Annual Audit." 18 payment of the other districts other than LT,
19 Do you recall looking at those 19 correct?
20 eatlier today? 20 A No. And that was the documents that I
21 A Idoe. 21 downloaded that we looked at earlier.
22 Q  Could you read that first sentence, 22 Q  And that you testified you personally
23 please, out loud? ) 23 reviewed those?
24 A Sure. "The trustees hire and pay for 24 B
1
i
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Page 242 Page 244
1 Q  Okay. Thank you. Ihave no further 1 STATE OF ES:ISJNOE )
2 questions. 2 CONIYORCOOK)
3 MR. HOFFMAN: Okay. We're done. 3 IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
4 THE WITNESS: Okay. . COUNTY DEPARTMENT - CHANCERY DIVISION
5 THE REPORTER: Signature? TOWNSHIP TRUSTEES OF SCHOOLS )
6 MR. KALTENBACH: We'll reserve. 5 TOWNSHIP 38 NORTH, RANGE 12 EAST)
7 Il talk to you about what that 6 Plaintiff, ) )
8 means. )
o THE WITNESS: Okay. 7 v ))No. 13 CH 23386
10 MR. HOFFMAN: It means you can read it 8 ]B}(S(';SCTT%\?)TSHIP I‘“GH)SCHOOL: ) Hon. Sophia H. Hall
11 later and see whether your answers were written 9 ’ )
12 down correctly by this young lady. ' Defendants. ) )
13 THE WITNESS: Okay. 11
14 THE REPORTER: Are you ordering the 12 1, DR. SUSAN BIRKENMAIER, being first
15 transcript? 13 duly sworm, on oaﬂ}, say that I am the deponent in
14 the aforesaid deposition, that I have read the
16 MR. HOFFMAN: Yes. I'm going to geta 15 foregoing transcript of my deposition, consisting
17 ptx and amini pdf. 17 sthe s plce st o Soepoog a
18 MR. KALTENBACH: What's the -- I'l 18 true and correct transcript of my testimony so
19 do justa pdf. ;g given.
20 What's the turnaround you're DR. SUSAN BIRKENMAIER
21 going to do onthat? 21
\ . L SUBSCRIBED AND SWORN TO
22 THE REPORTER: Regular delivery is in 22 before me this  day
23 ten business days. s of  ,AD,2017.
24 MR. KALTENBACH: Well expedite it. 24 Notary Public
Page 243 Page 245
1 THE REPORTER: When do you need if; a 1 STATE OF ILLINOIS )
2 week or sooner than that? ) SS:
3 MR. KALTENBACH: If you can do a week 2 COUNTY OF COOK)
4 from today, that's fine. 3 L, KELLY ANN POTTS, Certified Shorthand
5 THE REPORTER: Okay. 4 Reporter in and for the County of Cook, State of
6 5 Illinois, do hereby certify that on
9 (FURTHER DEPONENT SAITH NOT ) 6 February 27, 2017, discovery deposition of DR.
8 7 SUSAN BIRKENMALIER and the discovery deposition of
5 (Deposition concluded at 8 the Plaintiff pursuant to a Rule 206(a)(1) Notice,
10 3:03 pm) 9 was taken before me, reported stenographically and
11 10 was thereafier reduced to typewriting under my
12 11 direction,
13 12 The said deposition was taken at
14 13 20 North Clark Street, Suite 2500, Chicago,
14 IHlinois, and there. were present counsel as .
12 f r ok v % 15 previously set. ﬁ)rt%l,
16 The said witncss, DR. SUSAN BIRKENMAIER,
17 17 waas first duly sworn to tell the truth, the whole
1g 18 truth, and nothing but the truth, and was then
19 19 examined upon oral interrogatories.
20 20 1 further certify that the foregoing is
21 21 a true, accurate, and complete record of the
22 22 questions asked of and answers made by said
23 23 witness, DR. SUSAN BIRKENMAIER, at the time and
24 24 place hereinabove referred to.
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Lybjns-'llb"ownship\s;hoo.l ',l"r:e‘a\sureg;':s Office | ; : ENV@ICE

22 Calendar Ct., STED
LaGrange, IL 60525
(708) 352-4480

(708) 352-4417 FAX

INVOICE: No. 1
DATE: May 10, 2017

TO:  School District #204
100 S. Brainard Ave.
LaGrange, 1L 60525
(708) 579-6300

Lyons TTO Fiscal Services _ PAYMENT TERMS
Pro-Rata Bilting FY 2016 Due upon receipt
DESCRIPTION . TOTAL
Pro-Rata Billing as of June 30, 2016 322,352.21
Pro-Rata FY15 Quistanding 158,612.69
. Pro-Rata FY14 Qutstanding $ 114,081.05
Supporting Documentation is attached
TOTAL DUE| $ 59504595 |
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IN THE CIRCUIT COURT OF COOK COUNTY
COUNTY DEPARTMENT, CHANCERY DIVISION

)
TOWNSHIP TRUSTEES or SCHOOLS )
TOWNSHIP 38 NORTH, RANGE 12 EAST, )
)
Plaintiff-Counter Defendant, )
) Case No. 13 CH 2338§ =3
V. o '~: wi
; Hon. Sophia H.. Hall -~ -
" LYONS TOWNSHIP HIGH SCHOOL DIST. 204, ) ' :
Defendant-Counter Plaintiff, ) : a

TOWNSHIP TRUSTEES® REPLY TO Uy
DISTRICT 204°S FIRST AMENDED AFFIRMATIVE DEFENSES P

Plaintiff and Counter-Defendant, Township Trustees of Schools Township 38 North,
Range 12 East (“Township Trustees” or “TTO”), by its undersigned counsel, MILLER, CANFIELD,
PADDOCK & STONB, P.L.C., for its Reply to the First Amended Affirmative Defenses filed by
Defendant and Counter-Plaintiff, Lyons Township High School Dist. 204 (“District 204” or

“LT”), states as follows:

1. During the period of time relevant to this case, from 1992 through 2012, LT anti
the TTO had a difficult and, at times contentious, relationship. LT had little faith or trust in the
competence and integrity of the TTO to pérform its statutorily mandated functions. The TTO
objected to providing meaningful information and supporting documentation to LT concerning
the investment funds that the TTO managed, the expenses that the TTO incurred, and the mény

questions that LT and other member districts raised about the TTO’ s operations.

Reply: Township Trustees lacks sufficient knowledge with respect to the allegations in-
the first two sentences. Township Trustees does not know District 204’s mindset. Township

Trustees denies the last sentence.
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2. During the relevant period, the TTO operated with no meaningful oversight. The
TTO’s Treasurer and Trustees lacked accounting and investment experience and assumed their
positions based on their politics and not merit. This created an environment in which the
Treasurer, over a period of years, was able to steal millions of dollars belonging to LT and the

other member districts.

Reply: Township Trustees denies paragraph 2. Township Trustees affirmatively notes

that the trustees are elected officials,

3. During the relevant period, LT performed its own business/accounting functions
— essentially, accounts payéble, payroll, accounting computer services, and check preparation
— through the employment of its own. skilled and trained personnel. LT refused the TTO’s
invitations to take the business functions at LT inside the TTO’s office due to LT’s legitimate
concerns about the ability bf the TTO’s personnel and systems to handle the complex functions

needed for LT’s large high school operations.

Reply: Township Trustees admits that District 204 had personnel performing various

business functions. Township Trustees denies the femaining allegations of paragraph 3.

4, LT’s performance of its own business functions meant that the TTO did not have

to hire and pay for additional employees in order to perform LT’s business functions.
Reply: Township Trustees denies paragraph 4.

5. During the relevant period, the chief administrator for the TTO was Lyons

Township School Treasurer Robert G. Healy (“Healy™).



Reply: Township Trustees admits that Healy was the Treasurer during the relevant

period, but denies the remaining allegations of paragraph 5.

0. During the relevant period, Healy sent LT an annual invoice for LT’s pro rata
share of the TTO’s expenditures. These invoices were substantial, in the range of $150,000 to
$200,000 for most of the relevant years (and, unforttmately, significantly higher in more recent
years). This meant that in years that included the 1990%s, LT paid the direct costs of its own
business functions, plus an approximately 25 percent share of the TTO’s services, which LT not’

want or need to use.

. Reply: Township Trustees admits that Healjr sent District 204 an annual invoice for
District 204°s pro rata share. Townéhjp Truste\es admits that the invoices were frequently for
amounts in the range of $150,000 to $200,000. Township Trﬁstees affirmatively notes that the
Treasurer’s functions and calculation of District 204°s pro rafa share is set by statute and that
District 204 does not have an option under the statute of declining to pay its pro rata share
merely because it does not “want or need to use” the Treasurer’s office for certain functions.

Township Trustees denies the remaining allegations within paragraph 6.

7. This inequity was the subject of many communications in 1999 between LT and |

the TTO.
Reply: Township Trustees denies paragraph 7.

8. On May 28, 1999, Healy attended the meeting of the Finance Committee of the

"~ Board of Education for LT, Acoording to the minutes, the Finance Committee “directed Mr.



Healy and Dr. Beckwith to work during the summer months to prepare options for the Board of

Education to review that would provide more equity in the services provided the District.”

Reply: Township Trustees admits that Healy attended the referenced meeting and that
the meeting minutes contain the quoted language. Township Trustees denies any remaining

allegations with paragraph 8.

9. On July 27, 1999, the Board of Trustees for the TTO held a regular meeting. As
reflected in the minutes, “There was a discussion regarding Lyons Township High School and
the problems the district has with the Pro Rata billing system. The Trustees discussed with
Treasurer Healy ;everal options to improve relations with the high school. Some of the items
discussed are for the Treasurer’s office to assume more duties, possibly fund cerfain business

functions, computer sharing and legislation.”

Reply: Township Trustees admits that the Board of Trustees held a regular meeting on
July 27, 1999 and that the quoted language is contained in the meeting minutes. Township

Trustees denies any remaining allegations within paragraph 9.

©10. On August 18, 1999, Healy sent Beckwith a long letter (“the 8/18/1999
Letter”, attached as Exhibit A) concemning the “Pro-Rata Billing System.” Healy said that the
letter was “[i]n response to our most recent discussion regarding the possibility of instituting
certain measures to balance the efforts of our respective staffs.” Healy said that he was
presenting “proposed possible solutions.” The letter contains five distinct proposals from the

TTOto LT.



Reply: Township Trustees admits that Healy sent the referenced letter to Dr. Beckwith,
that it is entitled as regarding the “Pro-Rata Billing System, and that the quoted language appears

in the letter. Township Trustees denies the remaining allegations within paragraph 10.

11.  The first proposal in the 8/18/1999 Letter was entitled “Deviation from Pro-Rata
Billing.” Healy said that the first proposal would involve LT not paying its pro rata share of the
TTO’s expenses, and having the other eleven member districts absorb LT’s share. Healy
represented that this proposal would require all twelve member districts to sign an

intergovernmental agreement, which Healy said was “highly unlikely.”

Reply: Township Trustees admits that the first proposal was so entitled, that paragraph
11 summarizes this proposal and that Healy advised it was “highly unlikely” the other district
would agree to an intergovernmental agreement excusing District 204 from paying its pro rata

share. Township Trustees denies any remaining allegations within paragraph 11.

12.  The second proposal in the 8/18/1999 Letter was entitled “Funding by Township

School Treasurer of Some District Functions.” This was the proposal that Healy recommended

to LT. Healy explained, “If the responsibilities for the Accounts Payable and Payroll production
were returned to the School Treasurer’s office /fi.e., the TTO] it would mean higher operating costs
for the Treasurer’s office in the form of salaries and benefits for increased staff and higher related

expenses to accommodate the increase in work load.”

Reply: Township Trustees admits that the second proposal was so entitled and that the
quoted language appears in the letter. Township Trustees denies that Healy recommended this

proposal fo District 204 and denies any remaining allegations within paragraph 12.



13.  In the 8/18/1999 Letter, Healy explained why the TTO’s Board of Trustees was

likely to approve the second proposal: “I would expect that when the Trustees of Schools takes

into consideration these necessary increases, they would logically conclude that a partial funding

by the Treasurer’s office to cover District 204°s costs for the business functions District 204 now

performs‘ would be reasonable. Especially in light of the fact that the Treasp:cer’s office is

currently performing the same business functions for the eleven other districts.”

Reply: Township Trustees admits that the quoted language appears in the letter.
T anship Trustees denies that Healy stated the Township Trustees waé likely to approve the
proposal, denies that the second proposal is materially different from the first proposal in its
effect upon the other member districts, and denies any remaining allegations within paragraph
13. Township Trustees affirmatively notes that Healy advised that District 204 fhat the Trustees
would need to approve any agreement, as opposed to Healy himself being able to approve any

agreement.

14, In the 8/18/1999 Letier, Healy represented that unlike the first proposal, the
second proposal would not require an intergovernmental agreement or the consent of the other

member districts.

"Reply: Township Trustees admits that Healy stated in general terms the concept alleged.
Township Trustees denies that Healy was correct in his legal analysis and denies any remaining

allegations within paragraph 14.

15.  The 8/18/1999 Letter contained three more proposals, none of which Healy

recommended. The third was for the TTO to take over LT’s business functions. The fourth was



to change the pro-rata billing system through legislative action. The fifth was for the TTO to use

LT’s computer system.

Reply: Township Trustees admits that the letter discussed three more proposals which
are summarized generally in paragraph 15 and that Healy did not recommend any of these
proposals. Township Trustees denies the suggestion that Healy recommended any of the

proposals and denies any remaining allegations within paragraph 15.

16.  Healy sent copies of the 8/18/1999 Letter to the membets of the TTO’s Board of

Trustees.

Reply: Township Trustees lack sufficient knowledge to either admit or deny that Healy
actually sent a copy of this letter to the Trustees. Township Trustees note they are indicated as

CC recipients and Township Trustees do not contend that they did not receive the letter.

17, On September 29, 1999, the Finance Committee of LT met and considered

Healy’s written proposals. Healy was present at the meeting. The Finance Committee decided to

proceed with the second proposal spelled out in Healy’s letter, and asked Beckwith and Healy to

work on a definitive agreement: “The committee directed Dr. Beckwith to work with Mr. Healy

to further define the costs of the business office that can be charged to the Treasurer’s office.
These charges could include salaries for the accounts payable, payroll and computer services staff.
Also an amount for computer processing was discussed. In addition to salaries, costs associated with
reconciliation, printing of checks, audit, legal fees and office costs could also be transferred to the -

Treasurer’s office. These costs would be included in the Treasurer’s pro rata billing. Mr. Healy

indicated the Township Board of Trustees is supportive of this method.”



Reply: Township Trustees admits that the referenced meeting occurred and that Healy
was present. Township Trustees admits that the quoted language appears in the meeting minutes.
Township Trustees denies the remaining allegations within paragraph 17. Township Trustees
affirmatively notes again that the minutes indicate Healy advised that the Trustees (as opposed to

Healy himself) would have to approve any agreement.

18.  Healy and Beckwith negotiated the terms of a written agreement that fleshed out

Healy’s second option in the 8/18/1999 Letter. In the February 29, 2000 Memorandum that

Beckwith sent to Healy (“the 2/29/2000 Memo,” attached as Exhibit B), LT provided the TTO

with the specific responsibilities that the TTO would pay LT to perform in-house during the
2000 fiscal year: |

Following is a list of responsibilities that District 204 proposes become the direct cost

and responsibility of the Township Treasurer’s office:

o Payroll and accounts payable bank reconciliation.

o Balance monthly totals between Treasurer and LTHS.

e Provide printing costs for checks and envelopes for accounts
payable., payroll, imprest, and student activities.

o Annual salary and benefits costs for 3 employees as listed below:

[Three job positions listed, with salary and benefit costs specified for each, for a total
cost for the 1999-2000 fiscal year of $106,403.]

An invoice will be sent to the Township Treasurer in May with receipt of funds expected jprior to the
close of the year.

Reply: Township Trustees admit that Dr. Beckwith sent the referenced memorandum to
. Healy and that paragraph 18 quotes from that documenf and summarizes part of it in a general
sense. Township Trustees denies the remaining allegationsv within paragraph 18. Township

Trustees affirmatively notes that the proposal is one being made by District 204, for one fiscal



year for a specific dollar amount, and that District 204 was proposing that Township Trustees

would pay for the amount referenced.

19.  On March 21, 2000, the Board of Trustees -of the TTO conducted a regular

meeting. The Agenda for the meeting included an item for “8. District 204 Business Office.” The

meeting packet that the TTO produced in this case show that the Trlistees received a copy of the

written agreement set forth in the 2/29/2000 Memo.

Reply: Township Trustees admits that the Trustees held a regular meeting on March 21,
2000 and that the Agenda for that ﬁeeﬁng so indicates. The Township Trustees does not deny
that the meeting'packet contains a copy of the referenced memorandum, but denies that the
memorandum set forth a written agreement. Township Trustees deny any reméining allegations

within paragraph 19.

20.  According to the meeting minutes for the March 21, 2000 meeting, Healy
presented the written agreement to the Trustees for their approval. Healy explained to the

Trustees the basis on which he recommended the approval of this agreement:

Héaly submitted to the Trustees the proposal from District 204 stating that this office absorb certain
~ payroll, accounts payable and computer processing -expenditures by District 204. As these costs -
would be incurred by the Treasurer’s office if Lyons Township High School were to totally utilize

the facilities of the Treasurer’s office.

Reply: Township Trustees admit that the quoted language appears in the meeting
minutes. Township Trustees denies the remaining allegations within paragraph 20, including that

Healy presented any “written agreement” to the Trustees, that the memorandum (which is not a



written agreement) was presented to the Trustees for their approval, and that Healy

recommended the Trustees approve the proposal contained in the memorandum.

21. The Trustees of the TTO who attended the March 21. 2000 meeting then voted

unanimously to approve the agreement between LT and the TTO:

A motion was made by Russell Hartigan seconded by Joseph Nekola to accept the proposal

given to the Lyons Township Trustees of Schools by Cook County High School District
#204.

ROLL CALL: Ayes — Joseph Nekola, Russell Hartigan
Nays — None

Reply;: Township Trustees admit that the quoted language appears in the meeting
minufes, but denies that this had the effect of approving the proposal from District 204.
Township Trustees denies any remaining allegations within paragraph 21. Township Trustees
affirmatively state that the minutes from this meeting additionally state that “A point to be
clarified is to make sure that workman’s compensation is covered. A further recommendation by
Trustee Hartigan is that the trustees be given an evaluation of the employee’s performance for
those aforementioned personnel employed at the high school.” Township Trustees further

affirmatively state that these additional points were never again discussed.

22, On March 22, 2000, the Finance Committee of LT met and discussed the
agreement with the TTO. According to the minutes, “The Committee reviewed the recommended
changes in the Township Treasurer billing. The billing will include transferring the cost of 3

business office staff salaries and benefits to the Township Treasurer.”
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Reply: Township Trustees admits that the Finance Committee met on March 22, 2000
and that the quoted language appears in the meeting minutes. Township Trustees deny the

remaining allegations within paragraph 22.

23. On June 14, 2000, Beckwith wrote a memorandum to the Board of Education of
LT. Beckwith explained the details of the implementation of the agreement with the TTO and
_ provided copies.of the key documents — including the TTO’s pro rata expense invoice and the
2/2°/,000 Memo setting forth the terms of the agreement. Beckwith explained that the TTO’s
invoice was for $165,476, and that the Treasurer would pay $106,403 for the business functions
at LT. Beckwith asked the Board to approve the agreement by authorizing the net payment to the

TTO.

Reply: Township Trustees admits that Dr. Beckwith wrote the referenced memorandum
and set forth the amounts indicates. Township Trustecs denies the remaining allegations within
paragraph 23, Township Trustees affirmatively notes that the mesting minutes do not reflect that
Dr. Beckwith asked the District 204 Board of Education to approve any agreement, Rather, they

reflect that she asked the Board of Education to approve a payment.

24, On June 19, 2000, the Board of Education of LT held a regular meeting, The
agenda includes a line item for “P. T;)wnship Treasurer’s Invoice.” The minutes state that the
Board received the “Township Treasurer’s Invoice Exhibit T,” which was a copy of Beckwith’s
June 14, 2000 memorandum. The Board approved the recommended handling of the TTO’s pro
rata invoice and the offset for the TTO’s agreement to pay the costs of LT’s business functions

by a unanimous vote of all present Board members on the consent agenda.
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Reply: Township Trustees admits that on June 19, 2000 the District 204 Board of
Education held a regular meeting, that the agenda included the referenced line item, fhat the
meeting minutes indicate as alleged, and that the Board of Education approved payment of the
invoice through a unanimous vote on the consent agenda. Township Trustees denies the
remaining allegations of éarag'raph 24 and specifically denies that District 204 voted to approve
any contract with Township Trustees, which such' contract had not, in fact, been approved by

Township Trustees.

25.  On or about July 15, 2000, LT authotized payment to the TTO of $59,073. The
TTO accepted this amount as full payment of LT’s pro rata share of the TTO’s expenses as offset

by the costs of LT’s business functions.

Reply: Township Trustees lack sufficient. knowledge to either admit or deny when
District 204 authorized thé payment, but Township Trustees does not dispute that this payment

was made. Township Trustees denies the remaining allegations within paragraph 25.

26. In each year from 2001 through 2012, the TTO and LT took affirmative steps,
with the approval of both boards, to reaffirm their agreement on the payment of LT’s business

functions and accept the specific financial terms applicable to each year.
Reply: Township Trustees denies paragraph 26.

27.  On September 7, 2000, Healy sent a letter to LT that expressly recognized that the
TTO, in the 2001 fiscal year, would continue to operate under the parties” agreement in the same -

manner as in 2000: “As was done last year the Trustees will continue funding certain business
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functions. Funding last year totaled $106,403.00 (which brought the district’s net payment to

$59,073.00).”

Reply: Township Trustees admits that Healy sent the referenced letter and that the
language quoted appears in the letter, Township Trustees deny the remaining allegations within
paragraph 27, deny that Healy had authbrity to send the letter, and deny that the Trustees ever

approved the letter or approved any agreement respecting the 2001 and subsequent fiscal years.

28. On January 12, 2001 — four months after writing to affirm the agreement for the
2001 fiscal year — Healy sent LT a letter detailing the duties and responsibilities of the TTO.
Healy specifically noted that “105 ILCS 5/8-4 requires that all school districts pay there [sic]
proportionate shére of the expenses of the Treasurer’s Office. The coniribution formula is

prescribed by statute and allows for no variation.”

Reply: Township Trustees admits that Healy sent the referenced letter, that the language
quoted appears in the letter, and that it is correct that the Illinois School code does not permit
variation from its statutorily-mandated formula. Township Trustees denies the remaining

allegations within paragraph 28.

29, Until 2013, the TTO viewed the agreement on the payment of LT s business
functions as fully consistent with LT’s obligations to pay its pro rata share of expenses under

School Code Section 8-4.
Reply: Township Trustees denies paragraph 29.

30.  Each year from 2001 through 2012, the TTO and LT followed the same procedure

to reaffirm their agreement on the TTO’s payment of the costs of LT’s business functions: Healy
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sent LT a written invoice under Section 8-4 for LT’s pro rata share of the TTO’s expenditures;
LT sent Healy a written memorandum (all similar to the 2/29/2000 Memo, and attached as
Exhibit C) detailing the exact costs of LT’s business functions that LT proposed the TTO would
pay; the TTO accepted the amount in LT’s memorandum and any net payment it indicated; the -
Board of Education of LT considered and approved the TTO’s pro rata invoice, LT’s

memorandum specifying the TTO’s payment of LT’s business functions, and any net payment

due to the TTO; and the Board of Trustees of the TTO (several times during the ycar) approved

the expenditures of the TTO, which included the payment of LT’s business functions.
Reply: Township Trustees denies paragraph 30.

31.  The parties” agreement on the TTO’s payment of the costs of LT’s business
functions, and the parties’ long course of dealing under the agreement, ended in 2013. On April
19, 2013, the TTO sent a letter to LT denying the existence of the agreement; accusing LT of
violating School Code Section 8-4 in past years; and demanding payment from LT of over $2

million.

Reply: Township Trustees denies the first sentence of paragraph 31. Township Trustees
admits the second sentence of paragraph 31. Township Trustees affirmatively notes that in
sending the letter, they were advising District 204 that to the extent any such agreement might
lawfully exist it vfas being terminated. Township Trustees did not thereby agree that a lawful

agreement had existed.
32.  Since at least 1992 through 2012, the TTO paid for the annual audits of LT,

Reply: Township Trustees admits paragraph 32,
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33.  The TTO’s payment for each of L'T’s annual audits, through its payment of the

multiple invoices for each of the annual audits, was knowing and intentional.

Reply: Township Trustees admits that ‘the‘payments were knowing and intentional, i.e.,
payment was not accidentally made. Township Trustees ‘denies that the parties ever reached an
agreement whereby Township Trustees entered into an agreement to make the payments and
denies that it authorized paying for District 204’s annual audit. Township Trustees affirmatively
notes that the Illinois School Code requires that District 204 pay for its own annual audit and that

all of the other school districts paid for their own annual audits.

34, Bach year from 1992 through 2012, the Trustees of the TTO voted several times
during each year to approve the expenditures of the TTO, which expenditures included the

TTO’s payments for the annual audits of LT.

Reply: T ;)wnship'Trustees admits that the Trustees voted to approve expé_ndi’mres, which
such expenditures included payment of District 204’s annual audits. Township Trustees deny
that the Trustees ever voted specifically to approve payment of District 204’s annual audits.
Rather, the Trustees approved expenditures on a more generalized level. Township Trustees

denies any remaining allegations within paragraph 34.

35.  During the period. 1992 through 2012, the TTO repeatedly represented to LT —
both in writing and in oral communications — that the TTO was paying the annual audit costs

not just for LT, but also for the other member districts of the TTO (“the Other Districts”).
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Reply: Township Trustees denies the allegations of paragraph 35. Township Trustees
does not deny that Healy stated-this to District 204. Township Trustees affirmatively notes that

Healy was incorrect.

36.  During the period 1992 through 2012, LT accepted as true — and had no reason
to doubt — the TTO"s repeated representations that the TTO was paying the annual audit costs

for LT and the Other Disfricts.

Reply: Township Trustees lacks sufficient knowledge to either admit or deny whether

District 204 accepted any such statement as truthful.

37.  Atno time from 1992 to 2012 did the TTO ever refuse to pay for the costs of LT’s

annual audits, or reject an invoice relating to the work performed on LT’s annual audits,

Reply: Township Trustees admits that it paid the cost of District 204°s annual audit and
that to its knowledge no such invoices were rejected for payment. Township Trustees denies any

remaining allegations within paragraph 37.

38.  During the relevant time, because the TTO was paying for the annual audits, LT
let the TTO select the accounting firm to perform the annual audit for LT. That audit firm was
the firm now known as Baker Tilly Virchow Krause, LLP, and its predecessor firms (“Baker

Tilly”).

Reply: Township Trustees admits the allegation respecting the identity of the accounting

firm. Township Trustees denies the remaining allegations within paragraph 38.
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39.  No law or principal of equity prevented the TTO from paying for the annual

audits of LT.

Reply: Paragraph 39 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 39 can be deemed as containing factual allegations, such

allegations are denied.

40.  No law or principal of equity prevented LT and the Other Districts from accepting

the TTOs payment for the costs of its annual audits.

Reply: Paragraph 40 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 40 can be deemed as containing factual allegations, such

allegations are denied.

41.  From 1992 through 2012, LT was the largest member district in the TTO,

accounting for about 25 percent of the district’s pooled investment funds.”
Reply: Township Trustees admits paragraph 41.

42. By paying for the annual audits of LT from 1992 through 2012, the TTO during
this time period encouraged LT to continue to remain a2 member of the TTO, and to not seek to
depart from this archaic, unprofessional, and unnecessary organization through a legislative act,

as many other school districts have done successfully in order to save their taxpayers money.
Reply: Township Trustees denies paragraph 42.

43. From 1992 through 2012, LT relied on the TTO’s payrnenfs of L'T’s annual audit

costs in budgeting for and allocating LT’s funds to teacher and staff salaries, educational
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programs, building construction and maintenance, and other education-related responsibilities

and programs in each fiscal year,

Reply: Township Trustees lacks sufficient knowledge of what District 204 relied upon
when formulating its budgets and allocating funds. Township Trustees denies any implicit

allegations contained within paragraph 43.

44,  From 1992 through 2012, the payments that the TTO made for the annual audits
of LT were part of the expenditures of the TTO, The TTO’s expenditures, in turn, fornied the
basis of the TTO’s pro rata expense invoices. During this period, LT’s pro rafa share was about
25 percent. Therefore, through the pro rata billing process, the TTO invoiced LT for about 25

percent of the costs of LT’s own annual audit.

Reply: Township Trustees admits that its payment of District 204’s annual audits were
treated as an expenditure of the TTO and should have been included on the annual pro raia
invoices sent to member districts. Township Trustees admits that during the time period alleged,
District 204’s pro rata share was about twenty-five perpent. Township Trustees affirmatively
states that Healy did not include all expenses of the Treasurer’s office on the pro rata invoices,
Township Trustees further states that during the time period in question, District 204 did not pay
its annual pro rata invoices, but rather paid some or none of such invoices. Township Trustees

denies any remaining allegations within paragraph 44.

45.  From 1995 through 2012, the TTO held and invested the funds belonging to LT

and the other school districts within the TTO’s jurisdiction (“the Other Districts”).

Reply: Township Trustees admits paragraph 45.
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46." From 1995 through 2012, the TTO would make payments to LT and the Other
Districts of funds that the TTO represented to be interest on the investments the TTO made with

their pooled funds.

Reply: Township Trustees denies that it made “payments” to District 204 or other
member districts and denies paragraph 46 on that basis. Township Trustees does not deny that it

allocated investment interest to District 204 and the other member districts.

47.  From 1995 through 2012, the TTO would make these interest payments on a

periodic basis, which sometimes but not always was done quarterly.

Reply: Township Trustees denies that it made “payments” and on that basis denies
paragraph 47. Township Trustees does not deny that it allocated interest on a periodic basis that

was typically quarterly.

48,  From 1995 through 2012, the TTO provided LT and the Other Districts W1th little
or no information or supporting documentation about the specific investments that the TTO
made of the members’ funds, the rates of return on these investments, the terms of these
investments, the amount of interest that the TTO actually earned on the pooled investments, or
the amount of interest that each school disirict was entitled to receive as its share of the

-investment earnings.
Reply: Township Trustees denies paragraph 48.

49.  From 1995 through 2012, the TTO never provided LT with sufficient information
ot documentation to allow LT to calculate the amount of inferest on investments it was entitled to

receive from the TTO.
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Reply: Township Trustees lacks sufficient knowledge to admit or deny what District 204

was capable of calculating based on the information or documentation provided to District 204.

50.  From 1995 through 2012, the TTO never provided LT with sufficient information
or documentation to allow LT to confirm that the amount of the interest earnings that it received

from the TTO was correct.

Reply: Township Trustees lacks sufficient knowledge to admit or deny what District 204

was capable of confirming based on the information or documentation provided to District 204.

51.  From 1992 through 2012, LT relied on the TTO’ s representations on the amounts
of interest on investments due to LT in budgeting for and allocating LT’s funds to teacher and
staff salaries, educational programs, building construction and maintenance, and other education-

related responsibilities and programs in each fiscal year.

Reply: Township Trustees lacks sufficient knowledge of what District 204 relied upon
when formulating its budgets and allocating funds. Township Trustees denies any implicit

allegations contained within paragraph 51

First Affirmative Defense- Laches

52. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above.
Reply: Township Trustees incorporates by reference its replies to paragraphs 1-51.

53.  This case presents extraordinary circumstances showing that the TTO

unreasonably delayed in pursuing its claims in this case.
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Reply: Township Trustees denies paragraph 53.

54. These exttaordinary circumstances include (2) entering into an agreement in 2000
with LT for the payment of LT’s annual business functions, reafﬁrmin_g that agreement every
year from 2001 through 2012 with the approval of both boards, knowiﬁgly and intentionally
accepting the agreed setoff against the pro rata invoice, and then — in 2013 — terminating the
agreement and only then denying its existence or validity and seeking to recover 12 years of past
payments to LT exceeding $2 million; (b) making interest payments on investments to LT from
1995 to 2012, failing to provide LT with information or documentation sufficient to allow LT to
confirm the accuracy of the amount, failing to keep sufficient records at the TTO to document
the inferest earings, and then — in 2013 — claiming that the TTO overpaid interest to LT over
a 17 year period and demanding the return of over $1.5 million; and (c) knowingly, and without
coercion or duress, paying for the annual audits of LT from at least 1992 through 2012,
representing repeatedly to LT that the TTO was paying for the audits of the Other Diétricts,
selecting for LT the auditor that performed the annual audits (for LT, the TTO, and the Other
Districts), and then — in 2013 — claiming that its own payments for the past 20 years to Baker

Tilly were improper and seeking the return of over $500,000.
Reply: Township Trustees denies paragraph 54.

55.  During the relevant time period, LT relied on its financial arrangements with the
TTO and its long course of dealings with the TTO in formulating budgets, allocating resources,

and managing its public funds.
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Reply: Township Trustees lacks sufficient knowledge of what District 204 relied upon
when formulating its budgets, allocating resources and managing its public funds. Township

Trustees denies any implicit allegations contained within paragraph 51.

56.  Under these extraordinary circumstances, the TTO’s claims are barred in whole or

part by the doctrine of laches.

Reply: Paragraph 56 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 56 can be deemed as containing factual allegations, such

allegations are denied.

Second Affirmative Defense — Statute of Limitations

57. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above.
Reply: Township Trustees incorporates by reference its replies to paragraphs 1-51.

58.  The TTO’s claims in the First Amended Complaint are subject to the five-year

catch-all statute of limitations set forth in 735 IL.CS 5/13-205.

Reply: Paragraph 58 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 58 can be deemed as containing factual allegations, such

allegations are denied.

59.  The application of this statute of limitations bars those claims and alleged

damages of the TTO that occurred or arose five years before the filing date of this case.
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Reply: Paragraph 59 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 59 can be deemed as containing factual alIegations,A such

allegations are denied.

Third Affirmative Defense — Promissory Estoppel

60. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above.
Reply: Township Trustees incorporate by reference its replies to paragraphs 1-51. V

61.  Promissory estoppel is an equitable device invoked to prevent a party from being
injured by a change in position made in reasonable reliance on another’s conduct. This
affirmative defense is pled in the alternative to I T’s positions in this case and the facts contained

in the record.

Reply: Paragraph 61 contains an allegation of law to which it is not appropriate to
‘respond. To the extent paragraph 61 can be deemed as containing factual allefations, such

allegations are denied.

62.  From 1992 through 2012, the TTO agreed with LT to pay the TTO’s chosen
auditor Baker Tilly for the costs of LT’s annual audit. The parties reaffirmed that agreement
several times during each of these years as Baker Tilly sent periodic invoices to the TTO (or LT
forwarded the invoices to the TTO), énd the TTO paid them. Nevertheless, the TTO now claims

in this case that this agreement did not exist, and/or that it was not legally enforceable.
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Reply: Township Trustees admits that its position is that District 204 was legally
required to pay for its own audit. Township Trustees denies the remaining allegations within

paragraph 62,

63.  In correspondence and communications between the TTO and LT that occurred
over many years, the TTO repeatedly and unambiguously promised LT that it would pay for

LT’s annual audits, and in fact did so.

Reply: Township Trustees admits that it wrongfully paid for District 204’s annual audits.

Township Trustees denies the remaining allegations of paragraph 63.

64. LT reasonably relied on the promises that the TTO made with respect to the

annual audits payments, and LT also relied on the TTO’s annual audit payments themselves.
Reply: Township Trustees denies paragraph 64.

65.  LT’s reliance on the TTO’s promises to pay LT’s annual audit costs, and the

TTO’s actual payments themselves, was expected and foreseeable by the TTO.
Reply: Township Trustees denies paragraph 65.

66.  During the relevant years. LT relied on TTO’s promises to pay for LT’s anoual
audit costs to its detriment — if the TTO actually is able to avoid this agreement and reverse the .
parties’ 20 year course of dealing. This detriment was based on the annual budgeting that LT .
' oonduc;ted over the last 20 years; its deferral of efforts to remove itself from the archaic, corrupt,

and unnecessary TTO system; its continued use of the audit firm that the TTO selected for the
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use of LT; and the disruption to LT’s educational mission and its teachers, students, parents, and

taxpayers that will result from the reversal of 20 years’ worth of payments that exceed $500,000.
Reply: Township Trustees denies paragraph 66.

67.  In 2000, the TTO and LT reached an agreement in which the TTO agreed to
pay for the costs of LT’s business functions. The parties reaffirmed their agreement each year
from 2001 through 2012. By this agreement, the TTO accepted LT s payment of the pro rata
invoice with an offset for the TTO’s payment for LT’s business functions. Nevertheless, the TTO
now claims in this case that this agreement did not exist, and/or that it was not legally

enforceable,

Reply: Township Trustees admits that its position is that any such agreement was not
entered into in accordance with Illinois law and would have violated Illinois law to the extent
such an agreement existed. Township Trustees denies the remaining allegations within paragraph

67.

68. In corfespondence and communications between the TTO and LT from 1999
through 2012, the TTO repeatedly and unambiguously promised LT that it would pay for LT’s

business functions, and in fact did so.
‘Reply: Township Trustees denies paragraph 68.

69. LT reasonably relied on the promises that the TTO made with respect to the
business functions payments, and LT also relied on the annual offsets for the business function

payments themselves.
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Reply: Township Trustees denies paragraph 69.

70. LT’s reliance on the TTO’s promises to pay for LT’s business functions, and the
annual offsets for the business function payments themselves, was expected and foreseeable by

the TTO.
Reply: Township Trustees denies paragraph 70.

71. During the relevant years, LT relied on TTO’s promises to pay for LT’s business
functions to its detriment — if the TTO actually is able to avoid this agreement and reverse the
parties’ 12 year course of dealing. This defriment was based on the annual budgeting that LT
conducted ovef the last 20 years; its deferral of efforts to remove itself from the archaic, corrupt,
and unnecessary TTO system; its hiring, retention, and payment of the salaries and benefits of
the many employees who performed LT’s buéiness functions during the relevant years; its
decision not to use the business services of the TTO in light of the TTO’s agreement with LT;
and thé disruption to LT’s educational mission and its teachers, students, parents, énd taxpayers

that will result from the reversal of 12 years’ worth of offsets exceeding $2 million.
Reply: Township Trustees denies paragraph 71.

72.  Accordingly, the TTO’s claims are barred in part by the doctrine of promissory

estoppel.

Reply: Paragraph 72 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 72 can be deemed as containing factual allegations, such

allegations are denied.
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Fourth Affirmative Defense — Equitable Estoppel

73, LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above.
Reply: Township Trustees incorporates its xjeplies to paragraphs 1-51.

74.  Equitable estoppel is a doctrine that is invoked to prevent fraud and injustice. It
arises whenever a party, by its word or conduct, reasonably induces another to rely on its
representations, leading the other paﬂy to change its position so as to be injured. This affirmative
defense is pled in the alternative to LT’s positions in this case and the facts contained in the

record.

Reply: Paragraph 74 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 74 can be deemed as containing factual allegations, such

~ allegations are denied.

75.  From 1992 through 2012, the TTO agreed with LT to pay its chosen auditor
Baker Tilly for the costs of LT’s annual audit. The parties reaffirmed that agreerﬁent several
times during eéch of these years as Baker Tilly sent periodic invoices to the TTO (or LT
forwarded the invoices to the TTO), and the TTO paid them. Nevertheless, the TTO now claims

in this case that this agreement did not exist, and/or that it was not legally enforceable.

Reply: Township Trustees admits that its position is that it did not agree to pay for
District 204’s annual audits and that it would have been unlawful for Township Trustees to do so

under the circumstances of this case, and that it paid for District 204’s annual audit as a result of
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invoices it received from the auditor. Township Trustees denies the remaining allegations within

paragraph 75.

76.  In 2000, the TTO and LT reached an agreement in which the TTO agreed t;) pay .
for the costs of LT’s business functions. The parties reaffirmed their agreement each year from
2001 through 2012. By this agreement, the TTO accepted LT”s payment of the pro rata invoice
with an offset for the TTO’s paymént for LT’s business functions. Nevertheless, the TTO now

claims in this case that this agreement did not exist, and/or that it was not legally enforceable.

Reply: Township Trustees admits that its position is that any such agreement was not
entered into in accordance w1th Illinois law and would have violated Illinois law to the extent
such an agreement existed. Township Trustees denies the remaining allegations within paragraph

76.

77.  In this case, the TTO made periodic payments to LT for interest on investments,
and represented to LT with each payment that the amount was correct and proper — while not
supplying LT with documentation and information sufficient for LT to verify the amounts of the

payments.
Reply: Township Trustees denies pairagraph 77.

78.  The TTO, as detailed above, engaged in a patterﬁ of conduct and f:ommunications
over 20 years that (based on the TTO’s current claiﬁs and positions taken in this case, and not
necessarily on LT’s positions or the factual record in this casé) amounted to misrepresentation or
concealments of material facts — namely, that the TTO would not abide by its agreement with

LT to pay the annual audit costs; that the TTO did not have the ability to agree to pay for the
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annual audit costs of LT; that the TTO did not pay for the annual audits of the othér districts; that
the TTO could or Would deny the existence of this agreement and seek to recover these payments
many years later; thati the TTO would not abide by its agreement to pay for LT’s business
functions; that the Bbard of Trustees of the TTO in 2000 did not accept the proposal of LT on the
payment of LT’s business functions, and did not approve the expenditures of the TTO that
included those payments during each subsequent year from 2001 to 2012; that the TTO was not
willing to accept LT’s annual offset for the cost of its business functions against the annual pro
rata expenses invoice; that the paynient of LT°s annual audits costs and costs of bﬁsiness
functions were illusory and miéieading incentives for LT to remain in the TTO’s jurisdiction;
that the TTO did not maintéin complete and proper records of its investment income; that the
TTO did not pay the investment income to LT and the other districts as required; and that the

TTO made incorrect and arbitrary payments paid to LT and other districts.
Reply: Township Trustees denies paragraph 78.

79.  Under the circumstances alleged above, the TTO had at least implied knoWIedge
of these actions and communications amounting to misrepresentations and concealments, and
intended that' LT would act on these misrepresentations and concealments. LT had no
knowledgé of the true facts (as the TTO now alleges‘ them to be) and waé innocent in its

‘dealings with the TTO.
Reply: Township Trustees denies paragraph 79,

80. LT reasonably and in good faith changed its position and relied on the TTO’s
misrepresentations and concealments to its detriment, in that LT relied on the TTO’s conduct and

statements with respect to the ammual audit costs, costs of business functions, and interest
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payments for investnﬁents in its preparation of annual budgets over the last 20 years; its deferral
of efforts to remove itself from the archaic, corrupt, and vnnecessary TTO system; its hiring,v ‘
retenﬁon,‘ and payment of the salaries and benefits of tﬁe many employees who performed LT’s
business functions during the felevant years; its decision not to use the business services of the
TTO in light of the TTO’s agreement with LT; ;ts continued use of the audit firm that the TTO
selected for the use of LT and the Other Districts; its decisions not to pursue more aggressively
its repeated requests for reasonable information and documentation of the TTO’s statements and
calculations about LT’s investments, its earnings on those investments, and the payments of
interest to LT by the TTO; and the disruption to LT’s educational mission and its teachers,
.students, parents, and taxpayers that will result from the reversal of 12 years’ worth of offsets for
LT’s business functions exceeding $2 million, 20 years of audit cost payments exceeding
- $500,000, and 17 years of interest payments involving alleged overpayments of interest

exceeding $1.5 million.
Reply: Township Trustees denies paragraph 80.

81.  Under the circumstances of this case, conscience and honest dealing requite that

the TTO be equitably estopped from pursuing all or some of its claims in this case.

Réply: Paragraph 81 contains an allegation of law to which it is not appropriate fo
respond. To the extent paraéraph 81 can be deemed as containing factual allegations, such

allegations are denied.

Fifth Affirmative Defense — Waiver

82. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above,
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Reply: Township Trustees incorporates its replies to paragraphs 1-51.

83.  The affirmative defense of waiver is based on a party’s express or implied
voluntary and intentional relinquishment of a known and existing right. This affirmative defense

is pled in the alternative to LT°s positions in this case and the facts contained in the record.

Reply: Paragraph 83 contains an allegation of law to which it is not appropriate to

respond.

84.  From 2000 to 2012, the TTO had a Statutory right to send invoices to LT secking
payment of LT’s pro rata share of the TTO’s expenditures authorized by statute, and to collect on

those invoices.

Reply: Paragraph 84 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 84 can be deemed as containing factual allegations, such

allegations are admitted.

85.  From 2000 to 2012, LT never refused to pay its pro rata share of the TTO’s
annual expenditures. In each year, the Board of Education of LT received and approved the

TTO’s annual pro rata invoice through its approval of the consent agenda at Board meetings,

Reply: Township Trustees does not understand the allegation that District 204 “never
refused to pay its pro rata share,” and on that basis lacks knowledge to either admit or deny the
same. Township Trustees admits that while the District 204 Board of Education received and
approved the annual invoices, District 204 did not pay the invoices in full for some years and did
not pay the invoices at all in other years. Township Trustees denies any remaining allegations

within paragraph 85.
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86. From 2000 to 2012, in accordance with LT’s agreement with the TTO on the
payment of LT’s business expenses, LT annually offset against the annual pro rata expense
payment. the annual cost of its business functions, and informed the TTO in writing of the

amount of the offset.
Reply: Township Trustees denies paragraph 86.

87.  To the extent that the TTO alleges that it had a legal right to receive LT’s pro rata
expense payments separate from the offsets for the costs of LT s business functions, and fo the
extent that the offsets were in any way improper or illegal, the TTO knowingly, and without
coercion or duress, relinquished this right through its course of dealings and communications

conducted with LT over a 12 year period.
Reply: Township Trustees denies paragraph 87.

88.  Accordingly, at least part of the TTO’s claims in this case are barred by the

doctrine of waiver.

Reply: Paragraph 88 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 88 can be deemed as containing factual allegations, such

allegations are denied.

Sixth Affirmative Defense — Unlcean Hands

89. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth ébove.

Reply: Township Trustees incorporates its replies to paragraphs 1-51.
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90.  In the First Amended Complaint, the TTO fails to provide any legal theory of
recovery (o support its vclajms for declaratory relief and an award of over $4 million in

compensatory damages.

Reply: Paragraph 90 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 90 can be deemed as containing factual allegations, such

allegations are denied.

91.  Nevertheless, it appears from the First Amended Complaint that the TTO is

seeking equitable relief from this Court.

Reply: Township Trustees admits it is seeking equitable relief. Township Trustees denies

any remaining allegations within paragraph 91.

92.  The TTO intentionally cng;raged in bad faith conduct toward LT starting in 2013.
This bad faith conduct includes the TTO denying the existence of the long-standing agreement
on payment of LT’s business expenses; the TTO’s current claim that an intergovernmental
agreement was required, despite its representations to LT to the contrary in 1999; the TTO’s
claims about the calculations of interest on investments that were made without regard for the
absence of sufficient records at the TTO to support valid caiculations of interest due; and the
TTO’s claims made about the payments for the annual audits of LT in spite of the intentional
nature of these paymehts, the 'lack of any legal bar to these payments, and the TTO’s repeated

representations to LT that it made these payments for the Other Districts.

Reply: Township Trustees denies paragraph 92.
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93.  Due to this bad faith conduct, the TTO’s claims in this case are barred in whole or

part by the doctrine of unclean hands.

Reply: Paragraph 93 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 93 can be deemed as containing factual allegations, such

allegations are denied.

Sevenih Affirmative Defense — Unjust Enrichment

94. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above,
Reply: Township Trustees incorporates its replies to paragraphs 1-51.

95.  In 2000, the TTO and LT reached an agreement in which the TTO agreed to pay
for the costs of LT’s business functions, The parties reaffirmed their agreement each year from
2001 through 2012. By this agreement, the TTO accepted LT’s payment of the pro rata invoice
with an offset for the TTO’s payment for LT’s business functions. Nevertheless, the TTO now

claims in this case that this agreement did not exist, and/or that it was not legally enforceable.

- Reply: Township Trustees admits that its position is that any such agreement was not -
entered into in accordance with Illinois law and would have violated Illinois law to the extent
such an agreement existed. Township Trustees denies the remaining allegations within paragraph

9s.

96.  This affirmative defense is pled in the alternative to LT’s positions in this case

and the facts contained in the record.
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Reply: Paragraph 96 contains an allegation of law to which it is not appropriate to

respond.

97.  The TTO represented to LT that it was willing to enter into the agreement with
LT concerning the payment for L'T’s business functions because if LT personnel did not perform
those functions, the TTO would have to provide its own personnel at the TTO’s expense to

perform those functions.
Reply: Township Trustees denies paragraph 97.

98.  Accordingly, in the event that the TTO’s agreement with LT on paying the costs
of LT’s business functions is unenforceable or illegal, the TTO retained the benefit of the
performance of LT’s business functions without paying LT for that beneﬁt. The TTO’s retention
of the benefits of these services would be to the detriment of LT, which paid for the salaries and

benefits of employees that the TTO otherwise would have had to pay itself.
Reply: Township Trustees denies paragraph 98.

99.  The TTO’s retention. of the benefit of these services is unjustified, given that the
TTO had a statutory obligation to perform these services and chose to outsource these services to
LT — with the promise of fair compensation for these services in an amount to be agreed on in

each year.
Reply: Township Trustees denies paragraph 99.

100.  The fair value of these business services is set forth in the annual memoranda that

- LT sent to the TTO from 2000 through 2012 (attached as Exhibit C).
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Reply: Township Trustees denies paragraph 100.

101. Because the TTO’s retention of the value of LT’s performance of business
services without payment would violate fundamental principles of juétice, equity, and good

conscience, the TTO’s claims are barred in part by the doctrine of unjust enrichment.

Reply: Paragraph 101 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 101 can be deemed as containing factual allegations, such

allegations are denied.

Eighth Affirmative Defense — Quantum Meruit

102. LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above,
Reply: Township Trustees incorporates its replies to paragraphs 1-51.

103. In 2000, the TTO and LT reached an agreenient in which the TTO agreed to pay
for the costs of L'T°s business functions. The parties reaffirmed their agreement each year from
2001 through 2012. By this agreement, the TTO accepted LTs payment of the pro rata invoice
with an offset for the TTOs payment for LT’s business functions. Nevertheless, the TTO now

claims in this case that this agreement did not exist, and/or that it was not legally enforceable.

Reply: Township Trustees admits that its position is that any such agreement was not
entered into in accordance with Illinois law and would have violated Illinois law to the extent
such.an agreement existed. Township Trustees denies the remaining allegations within paragraph

103.
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104.  This affirmative defense is pled in the alternative to LT’s positions in this case

and the facts contained in the record.

. Reply: Paragraph 104 contains an allegation of law to which it is not appropriate to

respond.

105. From 2000 to 2012, LT provided business services to the TTO by having its
personnel perform the accounts payable, payroll, and reconciliation work that the TTO was

statutorily obligated to perform for LT.
Reply: Township Trustees denies paragraph 105.

106. LT did not perform these business services gratuitously, and instead performed

them under the promise of compenéation from the TTO.
- Reply: Township Trustees denies paragraph 106.

107. The TTO received an annual statement of the nature and the cost of the business

services from LT, which the TTO received and approved.
Reply: Township Trustees denies paragraph 107.

108. . The TTO accepted the business services that LT’s personnel provided and used

the information generated from these services.

Reply: Township Trustees denies paragraph 108.
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109. In the event that the TTO is able to reverse its 12 year history of promises to pay
and of acceptance of offsets for these services, LT would be uncompensated for the value of

these services.
Reply: Township Trustees denies paragraph 109.

110. The fair value of these services is set forth in the annual memoranda that I.T sent

to the TTO from 2000-12 (Exhibit C).
Reply: Township Trustees denies paragraph 110.

111, Accordingly, the TTO’s claims in this case are barred in part by the doctrine of

quantum meruit,

Reply: Paragraph 111 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 111 can be desmed as containing factual allegations, such

allegations are denied.

Ninth Affirmative Defense — Voluntary Payment Docirine

112. = LT incorporates by reference the allegations in paragraphs 1-51 of the Affirmative

Defenses as set forth above.
Reply: Township Trustees incorporates its replies to paragraphs 1-51.

113. In accordance with the voluntary payment doctrine, money voluntarily paid under
a claim of right to the payment, and with knowledge of the facts by the person making the

payment, cannot be recovered by the payor solely because the claim was illegal. Absent fraud,
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coercion, or mistake of fact, monies paid under a claim of right to payment but under a mistake

of law are not recoverable.

Reply: Paragraph 113 contains an allegation of law to which it is not appropriate to

respond,

114. During the period 2000 to 2012, LT annually submitted to the TTO a claim for
reimbursement for the costs of L'T’s business functions. Those annual claims included a detailed
description of the employees who performed the business functions, their salaries and benefits,
and any ancillary expenses. With full knowledge of the relevant facts, the TTO each year during
thatwpéfiod 4made payment on LT’s claims by agreeing to offset the costs of LT’s business
functions against L'T’s annual pro rata expense invoices, and by its acceptance of any net

payments that LT made to the TTO.
Reply: Township Trustees denies paragraph 114.

115. There was no fraud, coercion, or mistake of fact involved in the TTO’s decisions

to pay for the costs of LT"s business functions.

Reply: Paragraph 115 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 115 can be deemed as containing factual allegations, Township
Trustees denies that it decided “to pay for the costs of LT s business functions™ and denies any

remaining allegations of fact within paragraph 115.

116.  During the period 1992 through 2012, LT made claims for payment several times
a year in form of invoices that either LT or Baker Tilly submitted to the TTO for work on LT’s

annual audit. Those periodic claims included a description of the work that Baker Tilly
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performed, and the fact that the work was for LT’s annual audit. With full knowledge of the
relevant facts, the TTO several times a year during that period made payment on LT’s claims by

sending payment in full to Baker Tilly on the invoices.

Reply: Township Trustees admits that it paid Baker Tilly’s invoices, received from
whatever source, for District 204’s annual audit and that such invoices reflected it was for
District 204’s annual audit. Township Trustees denies any remaining allegations within

paragraph 116.

117. There was no fraud, coexcion, or mistake of fact involved in the TTO’s decisions

to pay for the costs of LT s annual audits.

Reply: Paragraph 117 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 117 can be deemed as containing factual allegations, Township
Trustees denies that it decided “to pay for the costs of LT’s annual audits” and denies any

remaining allegations of fact within paragraph 117.

118. During the period 1995 through 2012, LT periodically made claims for payment
of interest on the funds that the TTO held and invested for the benefit of LT. These ‘periodic
claims came in the form of d1scuss1ons concerning the nature and sufficiency of the mvestments
requests for more information about the invcstments, and — according to the allegations of the
TTO in this case, which LT expressly denies as false — alleged requests of LT for payments of
interest beyond the amounts that LT was entitled to receive. With full knowledge of the relevant
facts, the TTO several times a year during that period made payment on LT’s claims by paying
interest to LT’s funds through journal entries made at the TTO that increased the balances of

LT’s funds.
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Reply: Township Trustees admits that it created journal entries wh’ereby interest income
was allocated to District 204. Township Trustees admits that Healy and District 204 had
communications regarding investments and interest‘ earnings. Township Trustees admits that at
times District 204 specifically requested that Healy allocate it additional interest and that Healy

did so unlawfully, Township Trustees denies any remaining allegations within paragraph 118.

119, There was no fraud, coercion, or mistake of fact involved in the TTO’s decisions

to pay to LT periodic interest on invested funds.

Reply: Paragraph 119 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 119 can be deemed as coﬁtaining factual allegations, Township
Trustees denies that it “paid” interest to District 204, but does not deny it made journal entries
allocation interest to District 204. Township Trustees denies any remaining allegations within

paragraph 119.

120. Accordingly, the TTO’s claims are barred in whole or part by the voluntary

payment doctrine.

Reply: Paragraph 120 contains an allegation of law to which it is not appropriate to
respond. To the extent paragraph 120 can be deemed as containing factual allegations, such

allegations are denied,
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Respectfully,

TOWNSHIP TRUSTEES OF  SCHOOLS,
TOWNSHIP 38 NORTH, RANGE 12 EAST

By: ,W

One ofTis Aﬁomeys "

Gerald E. Kubasiak

Barry P. Kaltenbach

Gretchen M. Kubasiak

Miller Canfield Paddock & Stone, PLC
225 W. Washington, Suite 2600
Chicago, lllinois 60606

(312) 460-4200

(312) 460-4201

Firm No. 44233
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Verification

Under penaliies as provided by law pursuant to Section 1-109 of the Code of Civil
Procedure, the undersigned certifies that the statements set forth in this ingtrument are true and -
correct, except as o matters therein stated to be on information and belief and as fo such matters
the undersigned certifies as aforesaid that (s)he verily believes the same to be true,

Q\N@%M 4%{:7/ /7

28849643.2154483-00001
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

TOWNSHIP TRUSTEES OF SCHOOLS )
TOWNSHIP 38 NORTH, RANGE 12 EAST, )
) CaseNo. 13 CH 23386
Plaintiff-Counter Defendant, )
v. ) Hon. Sophia H, Hall
LYONS TOWNSHIP HIGH SCHOOL DIST. 204, ) ! .
Defendant-Counter Plaintiff. ) o N
NOTICE OF FILING

TO: Jay R. Hoffman/Hoffman Legal
20 N. Clark Street, Suite 2500

Chicago, IL 60602

b

iy

i

PLEASE TAKE NOTICE that on April 28, 2017, I have filed with the Clerk of the
Circuit Court of Cook County, Illinois, the following: Township Trustees’ Reply to District

you.

204’s First Amended Affirmative Defenses, a copy of which is hereby attached and served on

Respectfully,

TOWNSHIP TRUSTEES OF SCHOOLS,
TOWNSHIP 38 NORTH, RANGE 12 EAST

By: /é‘/ﬂ

“One of Its Attorneys

Gerald E. Kubasiak

Barry P. Kaltenbach

Gretchen M. Kubasiak

WMiller Canfield Paddock & Stone, PLC
225 W. Washington, Suite 2600
Chicago, Illinois 60606

(312) 460-4200

(312) 460-4201

Firm No. 44233



PROOF OF SERVICE

The undersigned, an attorney, certifies that a copy of the following document, Township
Trustees’ Reply to District 204’s First Amended Affirmative Defenses, has been served upon:

Jay R. Hoffman

Hoffman Legal

20 N. Clark Street, Suite 2500
Chicago, IL 60602

as follows:

by personal service on April 28, 2017 before 4:00 p.m.

by U.S. mail, by placing the same in an envelope addressed to them at the above address
with proper postage prepaid and depositing the same in the U.S. Postal Service collection
box at 225 W. Washington Street, Chicago, Iilinois, on April 28, 2017 before 4:00 p.m.

by facsimile transmission from 225 W. Washingion Street, Suite 2600, Chicago, Illinois to
the [above stated fax number/their respective fax numbers] from my facsimile number
(312) 460-4201, consisting of _ pages on April 28, 2017 before 4:00 p.m., the served
[party/parties] having consented to such service. -

by Federal Express or other similar commercial carrier by depositing the same in the
carrier’s pick-up box or drop off with the carrier’s designated contractor on April 28, 2017
before the pickup/drop-off deadline for next-day delivery, enclosed in a package, plainly
addressed to the above identified individual[s] at [his/her/their] above-stated address[es],

with the delivery charge fully prepaid.

X | by electronic mail, on April 28, 2017 before 5:00 p.m., the served [party/pa.rtles] having

consented to such service.
:‘/’

Gerald E‘I(ubasiak,/attomey

29034053.1\154483-00001



Lyons Township turf war - Chicago Tribune http://www.chicagotribune.com/news/opinion/editorials/ct-edit-lyons-...

Editorial: Free the Lyons Township schools

Sen. Steve Landek chairs the Senate committee that controls the fate of a House-passed bill that would let local school districts
separate from township school treasurers. Rather than protect political turf, he should let the bill proceed. (E. Jason Wambsgans,
Chicago Tribune) '

By Editorial Board

SHARE THIS

f w

It's battle royal over an obséure township office.

APRIL 19, 2015, 10:23 PM
R obert Healy pleaded guilty last month to stealing more than $1.5 million while he held the

obscure post of Lyons Township school treasurer. He was sentenced to nine years in prison.

He stole that money from students, from taxpayers. Prosecutors say he grew so bold that he wired
money from the township office to his own bank account — and once to a car dealership for a down

payment on an Infiniti. He resigned in 2012.

The Lyons Township school trustees — more obscurity — were supposed to oversee Healy. They said
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Editorial: ‘

Free the Lyons Township schools

Sen. Steve Landek chairs the Senate committee that controls the fate of a House-passed bill that
would let local school districts separate from township school treasurers. Rather than protect
political turf, he should let the bill proceed. (E. Jason Wambsgans, Chicago Tribune)

Editorial Board

It's battle royal over an obscure township office.

Robert Healy pleaded guilty last month to stealing more than $1.5 million while he held the
obscure post of Lyons Township school treasurer. He was sentenced to nine years in prison.

He stole that money from students, from taxpayers. Prosecutors say he grew so bold that he
wired money from the township office to his own bank account — and once to a car dealership
for a down payment on an Infiniti. He resigned in 2012.

The Lyons Township school trustees — more obscurity — were supposed to oversee Healy.
They said they had no idea anything was amiss.

The trustees and treasurer are supposed to invest money for local school districts, including
Lyons Township High School. LTHS and some of the other districts want to separate from the
treasurer's office and handle their own investments.

This should breeze through the legislature. Here's a chance for lawmakers to be taxpayer heroes:
rescue these schools from an obscure operation that has cost them — cost taxpayers — because
of the failure to discover corruption.

Last month, the Illinois House voted 114-0 to pass a bill sponsored by GOP leader Jim Durkin
that would allow LTHS to withdraw. It should sail through the Senate.

. ! et 5
-

ormer school treasurer sentenced to 9 years after ,quiltv plea




But there's a catch. Democratic Sen. Steve Landek — who is also the mayor of Bridgeview and
Democratic committeeman of Lyons Township — has picked up Senate sponsorship of the bill.
The bill has been assigned to the State Government and Veterans Affairs Committee, which is
chaired by Landek.

Will he hold it hostage?

The Lyons Township school trustees are his political allies. President Michael Thiessen was
appointed by the board two years ago to fill a vacancy. Theron Tobolski is the brother of Jeff
Tobolski, a Cook County commissioner and mayor of McCook. Karen Civinelli was tapped by
Landek to lead a Bridgeview zoning committee. Civinelli decided not to seek another term as
trustee and will be replaced by Michael Dickman, also a Landek supporter.

Landek told us he wants LTHS to settle a legal fight over $4 million the treasurer's office says
the school district owes it for service fees. He says that would protect other west suburban school
districts that want to keep working with the treasurer.

AT #rdd§
Like the Chicago oard on Facebook

It's not Landek's role, though, to play judge. He should let the courts decide what, if anything,
LTHS owes.

This sounds like old-fashioned political turf protection.

Landek and Senate President John Cullerton should move this bill through the Senate and onto
the governor's desk. Don't throw up obstacles.

The bigger picture: The office of township school treasurer exists only in suburban Cook
County. It was eliminated long ago elsewhere in the state. Here's a prime opportunity to
eliminate one unneeded layer of government and let school districts control their own money.

Why do these offices survive? Because local pols can control the trustees and treasurers, and
those people control millions of dollars in investments.

And you wonder why Illinois still has nearly 7,000 units of local government, more than any
other state.



Prosecutors say Healy's theft went on for many years. Yet auditors and accountants and the
township school trustees say they knew nothing.

Voters abolished the Leyden Township school treasurer’s office after a treasurer pleaded guilty in
1995 to embezzling $275,000. In 2002, the Calumet Township Schools treasurer pleaded guilty
to stealing $390,000.

Yet elsewhere taxpayers have to keep funding these corruption-prone layers of government?
Enough.
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FIRM 1LD. NO. 42297
IN THE CIRCUIT COURT OF COOK!CY

COUNTY DEPARTMENT, CHANCERY DIVI’SI@ NG 1 - 67
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TOWNSHIP TRUTEES OF SCHOOLS T e

LN g,g‘ 3 e

TOWNSHIP 38 NORTH, RANGE 12 EAST, REENE
Plaintiff,

V. No. 13 CH 23386
LYONS TOWNSHIP HIGH SCHOOL DIST. 204, | Hon. Sophia H. Hall

Defendanis.

DEFENDANT’S VERIFIED ANSWER AND AFFIRMATIVE DEFENSES
TO AMENDED COMPLAINT FOR DECLARATORY RELIEF

Defendant, LYONS TOWNSHIP HIGH SCHOOL DISTRICT 204 (“District 204™), by
and through its undersigned attorneys, states as follows for its answer to the Verified Amended

Complaint for Declaratory Relief filed by plaintiff, TOWNSHIP TRUSTEES OF SCHOOLS

TOWNSHIP 38 NORTH, RANGE 12 EAST (“Township Trustees”):
THE PARTIES, JURISDICTION AND VENUE

1. Plaintiff, Township Trustees of Schools Township 38 North, Range 12 East
("Township Trustees"), is a corporate entity organized under the laws of the State of Illinois with
its principal office in LaGrange Park, Cook County, Illinois.

- ANSWER: Admit only that Township Trustees is a local public entity organized under ‘

the laws of the State of Illinois with its principal office located in LaGrange Park, Cook

County, Illinois.

2. " Defendant, Lyons Township High School District No. 204 ("District 204"), is a
corporate entity organized under the laws of the State of Illinois with its principal office in
LaGrange, Cook County, Illinois.

ANSWER: Admit only that District 204 is a local public entity organized under the laws

of the State of Illinois with its principal office located in LaGrange, Cook County, IHlinois.

EXHIBIT
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3. District 204 is subject to the personal jurisdiction of this Court because it is an
entity organized under the laws of the State of Illinois. ‘

ANSWER: Admit.

4. Venue is proper in Cook County because District 204 has its principal office in
Cook County and because the transactions, or some part thereof, out of which the cause of action
alleged herein arose occurred in Cook County. '

ANSWER: = Admit.
THE ROLE OF THE TOWNSHIP TRUSTEES AND TREASURER

5. " Pursuant to the Illinois School Code, 105 ILCS 5/1 et seq. (the "School Code"),
and more particularly Section 8-1 thereof, the Township Trustees, who are elected by and
responsible to the voters within Lyons Township, have appointed the Lyons Township Sc¢hool
Treasurer (the "Treasurer™) to serve as the statutorily-appointed treasurer for the school and other
educational districts within Lyons Township for which the Township Trustees are responsible.
ANSWER: Admit that Township Trustees is comprised of board members who were
elected by voters within Lyons Township, and that they are required to operate pursuant to
the provisions of the Illinois School Code, including Section 8-1, and other applicable
Mlinois laws. Admit that Township Trustees appointed various individuals to serve as the
- “Lyons Township School Treasurer (the “Treasurer”), and that the Treasurer is legally
required to conduct his/her activities pursnant to the provisions of the Illinois School Code
and other applicable Illinois laws. The provisions of the Illinois School Code are the best
evidence .of the duﬁes, responsibilities, and limitations of the activities of Township

Trustees and the Treasurer, and District 204 denies the allegations of Paragraph 5 to the
extent they are inconsistent with the provisions of the Illinois School Code. Deny the
remaining allegations, if any, of Paragraph 5.

6. These school and other educational districts for which the Township Trustees are
responsible, and for which the Treasurer provides financial services, include District 204 and:
Western Springs School District 101; LaGrange School District 102; Lyons School District 103;
Cook County School District 104; LaGrange School District 105; Highlands School District 106;
Pleasantdale School District 107; Willow Springs School District 108; Indian Springs School
District 109; Argo Community High School District 217; LaGrange Area Department of Special
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Education, which serves students from fifteen area school districts; Intermediate Service Center
#2, which serves forty school districts in western Cook County; Lyons Township Elementary
School District Employee Benefits Cooperative; and the Lyons Township Elementary School
District Employee Benefits Cooperative. '

ANSWER: Admit that Township Trustees has purported to provide limited financial
services to District 204 and to the other specific school districts listed in Paragraph 6.
District 204 lacks knowledge or information sufficient to form a belief as to the truth or
falsity of Township Trustees’ allegations that it actuallyv “provides financial services” to
those other specific school districts. Deny the remaining allegations, if any, of Paragraph 6.

7. The above school districts contain thirty-eight schools servicing almost 20,000
students.

ANSWER: District 204 lacks knowledge or information sufficient to form a belief about

the truth of the allegations of Paragraph 7.

8. The districts within Lyons Township comprise a Class II county school unit
within the meaning of the School Code.

ANSWER: | The allegations of Paragraph 8 state a legal conclusion to which no answer is
required. To the extent an answer is deemed required, the provisions of the Ilinois Schooi
Code are the best evidence of the various relevant Class types, and District 204 denies the
allegations of Paragraph 8 to the extent they are inconsistent with the provisions of the

Illinois School Code.

9. The duties of the Township Trustees and the Treasurer are set out in Articles 5
and 8 of the School Code, respectively.

ANSWER: The allegations of Paragraph 9 state a legal conclusion to which no answer is
required. To the extent an answer is deemed required, the provisions of the Illinois School A
Code and other Illinois laws are the best evidence of Township Trustees’ and the

Treasurer’s duties and responsibilities, and District 204 denies the allegations of Paragraph



9 to the extent they are inconsistent with the provisions of the Illinois School Code or other

IHinois laws.

10.  As alleged more specifically herein, the obligation of the Treasurer is, in pertinent
part, to take custody of public funds for the benefit of the districts it serves (with such funds
coming from property taxes and other sources), invest those funds for the benefit of these

districts, and pay such amounts to those persons and entities as it is lawfully instructed to pay by
the districts it serves, whether such payments are for payroll or other purposes. '

ANSWER: The allegations of Paragraph 10 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, the proyisions of the Illinois
School Code and other Illinois laws are the best evidence of the Treasurer’s obligations,
and District 204 denies the allegations of Paragraph 10 to the extent they are inconsistent
with the provisions of the Illinois School Code or other Illinois laws.

11.  The obligation of the Treasurer to serve the financial needs of these districts,
including managing the public funds upon which they depend and paying their bills, enables the
districts to fulfill one of the most important public obligations of government: the obligation to
educate. It is the public policy of the State of Illinois, as expressed through Article X, Section I

of its Constitution, that "[a] fundamental goal of the People of the State is the educational
development of all persons to the limits of their capabilities."

ANSWER: Admit that Paragraph 11 partially quotes from Article X, Section I of the
Illinois Constitution of 1970. The remaining allegations of Paragraph 11 state a legal
conclusion to which no answer is required. To the extent an answer is deemed required, the
proviéions of the Illinois School Code and other Illinois laws are the best evidence of the
Treasurer’s obligations, and District 204 denies the allegations of Paragraph 11 to the
 extent they are inéonsistent with the provisions of the Illinois School Code or other Illinois
laws. Answering further, the Illinois Constitution of 1970, Illinois statutes, and Illinois case
law are the best evidence of the public policy of the State of Illinois, and District 204 denies
the allegations of Paragraph 11 to the extent they are inconsistent with those sour‘ces of law.

12.  Pursuant to Section 8-17 of the School Code; the Treasurer is to receive public
funds, including property taxes, and hold those funds for the benefit of the school and other
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" educational districts it serves in furtherance of their obligation to provide for the education of
students within Lyons Township.

ANSWER: The allegations of Paragraph 12 state a legal condusion to which no answer
is required. To tile extent an answer is deemed required, the provisions of the Illinois
School Code are the best evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the allegations of Paragraph 12 to the extent‘ they ai‘e
inconsistent with the provisions of the Illinois School Code.

13.  Pursuant to Section 8-7 of the School Code, the Treésurer is, "the only lawful
custodian of all school funds." . :

ANSWER: Admit that Paragraph 13 partially quotes from Section 8-7 of the Illinois
School Code. The remaining allegations of Paragraph 13 state a iegal‘conclusioln to vyhich
no ahswer is required. To the extent an answer is deeﬁled required, the provisions of the
Ilinois School Code are the best evidence of the Treasurexr’s duties, responsibilities, and
obligations, and District 204 denies the allegations of Paragraph_ 13 to the extent they ‘are

inconsistent with the provisions of the Illinois School Code.

14.  Section 8-6 of the School Code requires that the Treasurer "have custody of the
school funds and shall keep in a cash book separate balances."

ANSWER: Aduwit that Paragraph 14 partially quotes from Secﬁon 8-6 of the Illinois
School Code. The. remaining allegations of Paragraph 14 state a legal conclusion to which
no angwer is required. To the extent an answer is deemed required, the provisions of the
THlinois Schooi Code are the best evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the allegations of Paragraph 14 to the extent they are -

inconsistent with the provisions of the Illinois School Code.



15. In accordance with Section 8-6, the Treasurer is required to miaintain cash

balances, by fund, for each district which it serves and the Treasurer is obligated to reconcile
such balances with the respective cash balances shown by each district.
ANSWER: The allegations of Paragraph 15 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, the provisions of the Illinois
School Cddé .are the best evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the allegations of Paragraph 15 to the extent they are
inconsistent with the provisions of the Illinois School Code.

16.  Section 8-17 of the School Code also imposes upon the Treasurer the

responsibility for all receipts, disbursements, and investments arising out of the operation of all
the school districts being served by the Treasurer.

ANSWER: The allegations of Paragraph 16 state a legal conclusion to which no answer
is required.l To the extent an answer is deemed required, the provisions of the lilinois
School Code are the best evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the 'allegations of Paragraph 16 to the extent they are
inconsistent with the provisions of the Illinois School Code.

17.  With respect to paying such amounts as each district may owe, Section 8-16 of
the School Code requires that the Treasurer make payment on behalf of the districts it serves out

of the funds allocated to such districts, but "only upon an order of the school board signed by the
president and clerk or secretary or by a majority of the board .

ANSWER: Admit that Paragraph 17 partially quotes from Section 8-16 of the Illinois
School Code. The remaining allegations of Paragraph 17 state a legal conclusion to which
no answer is required. To the extent an ansyver is deemed required, the provmmns of the
Illinois School Code are the best evidence of the Treasurer’s duties, respons1b111t1es, and
obligations, and District 204 denies the allegations of Paragraph 17 to the extent they are

incc\)nsistent,with the provisions of the Illineis School Code.



18.  Sections 10-18 and 10-20.19 of the School Code provide further detail as to the
procedure to be followed in submitting the above orders for payment. The form of order is
specifically provided for in Section 10-18.

ANSWER: The allegations of Paragraph 18 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, the provisions of the Ilinois
School Code are the best evidence of the Treasurer’s duties, respounsibilities, énd
obligations, and District 204 denies the allegations of Paragraph 18 to the extent they are

inconsistent with the provisions of the Illinois School Code.

19.  Section 10-20.19 also allows a board to choose to substitute a certified copy of the
portions of the board minutes, properly signed by the secretary and president, or a majority of the
board, showing all bills approved for payment by the board and clearly showing to whom, and
for what purpose each payment is to be made by the Treasurer, and to what budgetary item each
payment shall be debited. That certified copy provides "full authority" to the Treasurer to make
the payments. A voucher system may also be used so long as it provides the same information.

ANSWER: The allegations of Paragraph 19 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, the provisions of the Illinois
School Code are the best evidence of the Treasurer’s duties, - responsibilities, and
obligations, and District 204 denies the allegations of Paragraph 19 to the extent they are
inconsistent with the provisions of the Illinois School Code. |

20.  In order to make payments as lawfully instructed by the districts which it serves,
the Treasurer utilizes what are called "Agency Accounts" at local banks.

ANSWER: District 204 lacks knowledge or information sufficient to form a belief about
the truth of the allegations of Paragraph 20.

21.  When a district has provided lawful instruction to the Treasure to issue payment,
the Treasurer effectuates the payment drawing on the appropriate Agency Account.

ANSWER: The allegations of paragraph 21 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, District 204 lacks knowledge or

information sufficient to form a belief about the truth of the allegations of Paragraph 21."



22.  Agency Accounts are funded by transfer from other accounts in the custody of the
Treasurer and maintained and utilized by the Treasurer to hold funds belonging to multiple
“districts and for which there is not an immediate need. The fimds in the Agency Account, both
before and after they arrive in the Agency Account, remain in the custody of the Treasurer.

ANSWER: The allegations of paragraph 22 state a legal conclusion te which no answer
is required. To the extent an answer is deemed required, District 204 lacks knowledge or
information éufﬁcient to form a belief about the truth of the allegations of Paragraph 22 |

23.  The districts do not have signatory power on the Agency Accounts, with the

exception of certain revolving and flex-spending accounts not at issue in this litigation. The
Treasurer has signatory power on the Agency Accounts.

ANSWER: The allegations of paragraph 23 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, District 204 lacks knowledge or

information sufficient to form a belief about the truth of thé allegations of Paragraph 23.

DISTRICT 204'S FAILURE TO PAY FOR ITS PRO RATA SHARE OF THE TREASURER'S
‘ OPERATIONAL EXPENSES

24.  The Treasurer has its own costs to run its office and provide its financial services
to the districts it serves, including the Treasurer's compensation and expenses of the Treasuret's
office. The Treasurer pays these operating expenses from its General Fund, which is funded
through each district's Agency Account as alleged more fully below.

ANSWER: District 204 lacks knowledge or information sufficient to form a belief about
the truth of the allegations of Paragraph 24.
25.  Section 8-4 of the School Code requires that each district "shall pay a

proportionate share of the compensation of the township treasurer serving such district or
districts and a proportionate share of the expenses of the treasurer's office."

ANSWER: Admit that Paragraph 25 partially quotes from Section 8-4 of the Illinois
_ School Code. The remaining allegations of Paragraph 25 state a legal conclusion to which
no answer is required. To the extent an answer is deemed required, the provisions of the

Illinois School Code are the best evidence of school districts’ payment obligations, and



District 204 denies the allegations of Paragraph 25 to the extent they are inconsistent with

the provisions of the Ilinois School Code.

26.  Pursuant to Section 8-4 of the School Code, each district's pro rata share "shall be
determined by dividing the total amount of all school funds handled by the township treasurer by
such amount of the funds as belong to each such . . . district."

ANSWER: Admit that Paragraph 26 partially quotes from Section 8-4 of the Illinois
School Code. The remaining allegations of Paragraph 26 state a legal conclusion to which .
no answer is required. To the extent an answer is deemed required, the provisions of the
Illinois School Code are the best evidence of the proper manner in which te d:etermine any
pro rata share, and District 204 denies the allegations of Paragraph 26 to the extent they
are inconsistent with the provisionS of the Illinois School Code. |

27.  This statutory formula obligateé the districts with the most money to pay the
largest proportion of the costs. For-example, if a district is allocated twenty-five percent of all

public funds handled by the Treasurer, then it is réquired by the School Code to pay twenty-five
percent of the Treasurer's operating expenses.

" ANSWER: The allegations of Paragraph 27 state a legal conclusion to which no answer
is required. To the extent an answer is deemed required, the provisions of the Illinois
School Code are the best evidence of the proper ménner in which to determine any pro rata
share, and District 204 denies the allegations of Paragraph 27 to the extent they are
inconsistent with the provisions of the Illinois School Code. |

28.  This statutory formula is mandatory and can only be changed by the General
Assembly. No district may unilaterally decide it does not wish to pay its pro rata share, nor may
any private agreements be made between public bodies in violation of the School Code. A

district is required to pay the amount calculated and has no statutory authority to deduct any of
its own expenses from its pro rata share it owes.

ANSWER: The allegations of Paragraph 28 state a legal conclusion to which no answer

is required. To the extent an answer is deemed requiréd, District 204 denies the allegations

of Paragraph 28.



29.  In accordance with the statutory requirements of the School Code, on an annual
basis the Treasurer determines District 204's pro rata share of the Treasurer's operation expenses
and submits an invoice to District 204 for payment thereupon.

ANSWER: Admit that the Treasurer has submitted certain invoices to District 204 that
purportedly related to District 204’s pro rata share of the Treasurer’s annual operating
expenses. Deny the remaining allegations of Paragraph 29.

30. | As alleged more particularly above, in order for District 204 to bay these invoices,
District 204 would lawfully issue an order or voucher to the Treasurer for payment (or submit a

certified copy of the school board minutes approving payments). The Treasurer would then
transfer, via check, the funds from the appropriate Agency Account to its General Fund.

ANSWER: Admit District .204 paid certain invoices submitted by the Treasurer,
including by issuing vouchel;s or checks to the Treasurer for payment. District 204 lacks
knowledge or inférmaﬁon sufficient to form a belief about the truth of the allegation that |
“The Treasurer would then transfer, via check, the funds from the appropriate Agency

Account to its General Fund.” Deny the remaining allegations of Paragraph 30,

31.  Prior to fiscal year 2000, District 204 paid the full amount of the invoices
submitted for its pro rata share. .

ANSWER: -Admit that prior to fiscal year 1999, District 204 paid the Treasurer’s
invoices in full. Deny that the Treasurer’s invoices prior to fiscal year 2000 reflected
District 204’s proper or lawful pro rata share of expenses. Deny the remaining allegations

of Paragraph 31.

32. In fiscal years 2000 through 2002, the Treasurer submitted invoices totaling
$538,431 to District 204 for its pro rata share. For these fiscal years, however, District 204 paid
only $157,262 for its pro rata share.

ANSWER: Admit District 204 received invoices from the Treasurer for fiscal years 2000,
2001, and 2002 totaling $538,431.00 before agreed chargebacks for services District 204
supplied, which were applied and credited for the respective fiscal years. Admit District

204 mailed payments for the remaining balances to the Treasurer for fiscal years 2000,
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2001, and 2002 in the total amount of $98,188.75, consistent with the prior agreement .
between District 204 and the Township Trustees. Deny the remaining allegations of

Paragraph 32.

33. In fiscal yeafs 2003 through 2013, the Treasurer submitted invoices totaling
$2,397,189 to District 204 for its pro rata share. District 204, however, failed to pay any portion
of the amount it owed, except for one payment of $149,551.

ANSWER: Admit District 204 made a payment in the amount of $149,551.00 toward

fiscal year 2013. Deny the remaining allegations of Paragraph 33.

34.  District 204's payment of $149,551 was for fiscal year 2013 and was made on
October 8, 2014, after Township Trustees filed its original Verified Complaint for Declaratory
Relief and while Township Trustees were in the process of drafting this Verified Amended
Complaint for Declaratory Relief. District 204's payment was drawn from an Agency Account at
the First National Bank of La Grange.

ANSWER: District 204 lacks knowledge or information sufficient to form a belief about
_ the allegation that any payment was “drawn from an Agency Account” Admit the

remaining allegations of Paragraph 34.

35.  In total, for fiscal years 2000 through 2013, the amount of District 204's unpaid
pro rata share totals $2,628,807, taking into account the payment just received.

ANSWER: Deny.

36,  District 204's failure to pay its pro rata share in full has created a deficit. As
custodian for the districts, the Treasurer has not incurred a loss — the other fourteen districts it
serves have ihcurred a loss to the detriment of the thirty-eight schools and nearly twentyA
thousand school children that they are charged with educating.

ANSWER: Deny.

37.  Because of its statutory obligations all of the districts it serves, the Treasurer
brings this action seeking declaratory relief for the public purpose of recovering payment from
District 204 so that the other districts the Treasurer serves will not suffer harm.

ANSWER: Deny.
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THE ERRONEQUS ALLOCATION OF INTEREST TO DISTRICT 204

38.  Sections 8-7 and 8-8 of the School Code govern the depositing and investing of .
school funds.

ANSWER: The allegations of Péragraph 38 state a legal conclusion fo which no answer
is required. To the'extent an answer is deemed required, the provisioﬂs of the Ilinois
School Code and other Illinois law are the best evidence of the proper manner of depositing
and investing school funds, and District 204 denies the allegations of Paragraph 38 to the

" extent they are inconsistent with the provisions of the Illinois School Code or other Illinois

law.

39.  Pursuant to Section 8-7, the Treasurer is "permitted to (i) combine moneys from
more than one fund of a single school district for the purpose of investing such funds, and (ii)
join with township and school treasurers, community college districts and educational service -
regions in investing school funds, community college funds and educational service region

funds."
ANSWER: Admit that Paragraph 39 partially quotes from Section 8-7 of the Illinois

School Code. The remaining allegations of Paragraph 39 state a legal conclusion to which
no answer is required. To the extent an answer is deemed required, the provisions of the
Illinois School Code are the b-ést evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the allegations of ?aragraph 39 to the extent they are

inconsistent with the provisions of the Illinois School Code.

40. Section 8-7 of the School Code further provides, "When moneys of more than one
fund of a single school district are combined for investment purposes or when moneys of a
school district are combined with moneys of other school districts, community college districts
or educational service regions, the moneys combined for such purposes shall be accounted for
separately in all respects, and the eamings.from such investment shall be separately and
individually computed and recorded, and credited to the fund or school district, community
college district or educational service region, as the case may be, for which the investment was

acquired.”

ANSWER: Admit that Paragraph 40 partially quotes from Section 8-7 of the Illinois

School Code. Deny that Paragraph 40 includes the entire text of Section 8-7 of the Illinois
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School Code, and deny the allegations of Paragraph 40 to the extent they are inconsistent

with Section 8-7 of the Illinois School Code.

41,  Pursuant to the authority of the School Code, the Treasurer comingles funds for
investment purposes from the districts it serves and allocates the interest earned on these
investments among the districts.

.ANSWER: District 204 lacks knowledge or information sufficient fo form a belief about

the truth of the allegation that “the Treasurer comingles funds for investment purposes
from the districts it serves and allocates the interest earned on these investments among the
districts.” The remain'ing allegations of Paragraph 41 state a legal conclusion to which no
answer is required. To tlie extent an answer is deemed required, the provisions of the
Illinois School Code are the best evidence of the Treasurer’s duties, responsibilities, and
obligations, and District 204 denies the allegations of Paragraph 41 to the extent they are
inconsistent with the provisions of the Iilinois School Code.

42.  The Treasurer allocates interest on a quarterly basis or as more frequently as is
appropriate.

v

ANSWER: Deny.

43.  When the Treasurer allocates interest to a particular district (and when the
Treasurer allocates the principal amongst the comingled funds) the Treasurer does so by making
a journal entry. The Treasurer, in essence, makes an entry in its records that the district has been
allocated a certain amount of interest generated by the comingled funds. The Treasurer does not
write a check to the district, or otherwise physically turn custody of the interest over to the
district. The interest stays in the custody of the Treasurer.

ANSWER: Deny.
44, In fiscal years 1995 through 2012, the Treasurer erroneously allocated
$1,574,636.77 in interest on investments to District 204.

ANSWER: Deny.

'45. This over-allocation to Disirict 204 necessarily means that the other districts
which the Treasurer serves have been correspondingly under-allocated investment income. The
Treasurer has not incurred a loss — the other fourteen districts it serves have incurred a loss to
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the detriment of the thirty-eight schools and nearly twenty thousand school children that they are
charged with educating.

ANSWER: Deny. District 204 further moves this Court fo strike the inaccurate, self-
serving, and politically-motivated allegations of Paragraph 46 regarding the supposed

“loss” of allocations of interest to other school districts.

46, To the extent District 204 has been over-allocated this interest, it means the other
districts have necessarily been under-allocated interest. The Treasurer anticipates that once this
interest is able to be properly reallocated among the districts, as examples, LaGrange School
District 102 would get allocated approximately $265,626 in interest and Argo Community High
School District 217 would get allocated approximately $319,077 in interest.

ANSWER: Deny. District 204 further moves this Court fo strike the inaccurate, self-
serving, and pbliﬁcally-motivated allegations of Paragraph 46 regarding supposed

allocations of interest to other school districts.

47.  Because of its statutory obligations all of the districts it serves, the Treasurer
brings this action seeking declaratory relief for the public purpose of reallocating interest so that
the other districts it serves will not suffer harm.

ANSWER: Deny.

DISTRICT 204'S NON-PAYMENT OF ITS OWN AUDIT EXPENSES

48.  Article 3, Section 7 of the School Code requires that each school district have an
audit of its accounts completed at least once a year by a person who is lawfully qualified to
practice public accounting in Illinois. Further requirements regarding a school district's
obhga’uon to undertake annual audits are included in the Illinois Administrative Code.
ANSWER The allega’uons of Paragraph 48 state a legal conclusmn to whlch no answer
is reqmred. To the extent an answer is deemed required, the prov1smns of thg Hinois
School Code are the best evidence of any audit requirement, and District 204 denies the
allegations of Paragraph 48 to the extent they are inconsistent with the provisions of the

Illinois School Code.

49.  These audits are ordered by and undertaken for the benefit of each individual
"district. Each individual district is, therefore, obligated to pay for its own audit expenses.
Typically, the auditing firm that each district elects to use submits an invoice to that district and
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the district arranges for such invoice to be paid in the same way the district would arrange for
any other account payable to be paid.

ANSWER: Deny.

50. Thus, the district would ordinarily issue a lawful order or voucher (or submit a
certified copy of the school board minutes approving payment) and the Treasurer would sign a
check prepared by the district and drawn on that district's Agency Account.

ANSWER: Deny.

51 Between 1993 and 2012, District 204 engaged Baker Tilly and/or its predecessor-
in-interest to provide these audit and other professional services, including, but not limited to,
preparation of audited financial statements and independent auditor's repotts.

ANSWER: Admit.
52.  District 204's auditors sent their invoices to District 204.
ANSWER: Adumit.

53. Between 1993 and 2012, each district except District 204 paid for its audit
through their Agency Account. The Treasurer did not pay for the districts’ audits from its
General Fund. o

ANSWER: District 204 lacks knowledge or information sufficient t6 form a belief about
the truth of the allegations of Paragraph 53.

54.  Between 1993 and 2012, however, the Treasurer irhproperly advanced money
from its General Fund and paid $511,068.60 for District 204's audit expenses.

ANSWER: Admit the Treasurer agreed to pay District 204’s audit expenses for the years
in question. Deny the remaining allegations of Paragraph 54.

55.  The Treasurer has requested that District 204 reimburse the costs of District 204's
audit expenses from 1993 to 2012, but District 204 has failed and refused to do so.

ANSWER: Admit that, in 2013, the Treasurer’s office requested that District 204
reimburse the Treasurer for certain audit expenses the Treasurer previously paid, by
agreement, and that District 204 has no obligation to reimburse the Treasurer’s office for

said expenses. Deny the remaining allegations of paragraph 55.
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56.  Since 2012, District 204 has paid its own audit expenses.
ANSWER: Admit.

57.  Because the Treasurer's General Fund is funded by the pro rata payment of all of
the districts the Treasurer serves, the practical effect of District 204's failure and refusal to pay
for its own audit expenses is that all of the other districts have to absorb the cost of District 204's

audits.
ANSWER: Deny.

58. - In order to reimburse the Treasurer, District 204 would need only issue a lawful
order or voucher (or submit a certified copy of the school board minutes approving payment) and
the funds would be taken from District 204's Agency Account. The funds at 1ssue remain and
have always been within the Treasurer's custody.

ANSWER: Deny.

59.  The Treasurer has not incurred a loss through District 204's failure and refusal to
pay for its own audit expenses — the other fourteen districts it serves have incurred a loss to the
detriment of the thirty-eight schools and nearly twenty thousand school children that they are
charged with educating.

ANSWER: Deny. -

60. Because of its statutory’obligations all of the districts it serves, the Treasurer
brings this action seeking declaratory relief for the public purpose of recovering payment from
District 204 so that the. other districts it serves will not suffer harm.

ANSWER: Deny.
THE TOWNSHIP TRUSTEES SEEK A DECLARATORY JUDGMENT

61,  An actual controversy exists between Township Trustees and District 204 with
respect to the disputes alleged herein and, by the terms and provisions of Section 2-701 of the
Code of Civil Procedure, this Court is vested with the power to declare and adjudicate the rights
and liabilities of the parties hereto and to grant such other and further relief as it deems necessary
under the facts and circumstances presented.

ANSWER: District 204 asserts that it is entitled to a trial by jury on all contested facts at
issue in this litigation. Subject to and without waiving that right, District 204 admits the

remaining allegations of Paragraph 61.
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WHEREFORE, defendant, LYONS TOWNSHIP HIGH SCHOOL DISTRICT 204,
respectfully requests that this Honorable Court: (1) enter judgment in favor of District 204 and
against plaintiff, TOWNSHIP TRUSTEES OF SCHOOLS TOWNSHIP 38 NORTH, RANGE
12 EAST; (2) award District 204 its costs; and (3) grant such further relief as the Court deems |

just and reasonable.

AFFIRMATIVE DEFENSES

Defendant, LYONS TOWNSHIP HIGH SCHOOL DISTRICT 204 (“District 204”),
states as follows for its affirmative defenses to the Verified Amended Complaint for Declaratory
Relief filed by plaintiff, TOWNSHIP TRUSTEES OF SCHOOLS TOWNSHIP 38 NORTH,

RANGE 12 EAST (“Township Trustees”):

FACTS COMMON TO ALL AFFIRMATIVE DEFENSES

1. " District 204 is a local public entity organized under the laws of the State of
Illinnis with its principal office lncated in LaGrange, Cook County, Illinois. | |

2. Township Trustees is a local public entity organized unde; the laws of the State of
Illinois with its pnincipal ofﬁcé located in LaGrange Park, Cook County, Illinois.

3. Township Trustees provides certain required, financial-related services to a
limited number of school districts in Township 38 North, Range 12 East, including District 204.

4. District 204 and Township Trusteés entered into an agreement in or aronnd 1999
whereby District 204 agreed to perform hcertain financial-related services Township Trustees
‘otherwise would have been obligated to perform on District 204°s behalf.

5. By virtue of District 204 performing certain financial-related services Township
Trustees was otherwise obligated to perform on District 204°s behalf, Towniship Trustees saved
millions of dollars in expenses it otherwise would have been obligated to incur in performing

~ said services.
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6. Through District 204 and ‘Township Trustees® course of dealing, Township
Trustees would first submit an invoice to District 204 setting forth District 204’s purported pro
_rata share of Township Trustees’ treasurer’s expenses. District 204 would then pfovide
Township Trustees with an invoice detailing the services District 204 performed that Township |
Trustees otherwise would have been obligated to perform on District 204’s behalf.

7. " During the partiesf course of dealing from fiscal years 1999 through 2012,
Township Trustees agreed that District 204 could properly offset the expenses it undertook in
performing services Township Trustees ofherwise'would havg been obligated to perform on
District 204’s behalf against any amount it owed to Township Trustees for District 204’s
purported prorata share of annual expenses. |

8. During the fiscal years of 1999 through 2012, the value of the services District
204 performed that Township Tmstees otherWise would have been obligated to perform on
District 204°s behalf exceeded the value of District 204’s purported pro rata share of annual
expenses by over $285,000.00. |

9. During the fiscal years of 1993 to 2012, it was necessary for an auditor fo
examine District 204’s books and records relating to ﬁnancial services it was performing that
Township Tmstees otherwise would have been obligated to perform on District 204’s behalf. As

~ such, Township Trustees agreed to cover the expense of those audits.
| 10.  Any auditing expense payment Township Trustees made on behalf of District 204
involved the release of funds to a third-party auditing ﬁrm Township Trustees does not hold

those funds in trust.

11.  In addition, on information and belief, for the fiscal years of 1999 through 2012,

Township Trustees included all such auditing exﬁenses in its invoices to District 204 and to other
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school district members for their purported pro rata shares of the Township Trustees’ annual

EXpenses.

12.  During the fiscal years of 1995 to present, Township Trustees has been obligated
to pay member school districts, including District 204, their share of pooled investment interest
income. Notwithstanding that obligation, Township Trustees has substantially underpaid District
204 the interest it is owed on hundreds of millions of dollars in in&estments.

13. Any interest payinents Township Trustees made to member school districts,
including District 204, involved the release of those funds by Township Trustees to each member
school district for its discretionary use. Such funds did not remain in Township Trustees’
custody.

14, Neither District 204, nor any other member district, had any control over
Township Trustees’ calculation and allocation of annual investment interest.

15.  On information and belief, Township Trustees allocated interest payments to
member school districts without rega;d for the amounts actually owed, resulting in overpayments
to certain districts and underpayments to other districts.

16.  On information and belief, Township Trustees made interest payment allocations
to members school districts other than Distript 204 based on poljtical concerns and not any
proper mathematical formula.

17.  Township Trustees has, to date, refused to provide District 204 and other member
districts with documents and information necessary to examine Township Trustees’ financial
activities generally and its interest payments to member school districts specifically.

18.  Township Trustees were statutorily obligated to oversee the Township Trustees’

treasurer’s office, including by receiving reports and examining financial books and records.
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Notwithstanding that oblig.ation, Township Trustees failed té oversee its treasurer’s office, and
instead permitted its former treasurer to steal or improperly spend nearly one million dollars in
member school districts’ funds. |

19V. The funds Township Trustees collected, or attempted to collect, from member
school district, including District 204, to fund the expenses of Township Trustees’ (treasurer’s
office were not public funds. Such expenses did not involve any general public interest.

20.  On information and belief, Township Trustees have recovered substantial
insurance proceeds based on its former treasurer’s misconduct. Township Trustees have refused
to disclose the amount of those proceeds, and has further failedvto distribute the proceeds to
member school districts, including District 204.

21.  Township Trustees has also frivolously expended, or attempted to expend,
significant funds owned by member school districts on unnecessaryi public relations firm
services, duplicative and wasteful financial advisor services, and unnecessary and hugely
expensive computer software. On information and belief, Township Trustees" actions in ﬂﬁs

regard are consistent with its practice of billing member school districts for their “pro rata share

of Township Trustees’ excessive and improper expenses that were not permitted by law..

FIRST AFFIRMATIVE DEFENSFE, - LACHES
22.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its

Facts Common to All Affirmative Defenses above as this paragraph 22 of its First Affirmative

Defense as though fully set forth herein.

23.  Township Trustees was aware of, and repeatedly consented to, the foregoing facts

for more than a decade.
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24.  Township Trustees showed a complete lack of diligence by affirmatively deciding -
not to challenge any payment owed by, made by, or made to District 204 until filing suit in this
action in October 0f2013.

25.  During that same time period, District 204 has passed annual budgets affecting
thousands of students, hundreds of staff members, and many thousands of community members.

26.  Township Trustees’ inexplicable delay in bringing any claim has caused District
204 to suffer severe prejudice.

27. Had Tox&nship Trustees raised any challenge or objection to the parties’ course of
action described above, District 204 would have taken action to adjust its annual budgets and to
shift directly to Township Trustees all services Township Trustees otherwise would have been
obligated to perform on District 204°s behalf, or District 204 would have pursued a separation
from wanship Trﬁstees at that time. |

28.  Due to Township Trustees’ lack of diligence, the students, staff, and community
of District 204 face potentially devastating budget cuts and a corresponding loss of staff,
exiracurricular activities, and other vital services. |

29. Laches may be imputed upon a governmental entity serving one public

constituency that is suing another governmental entity serving a different public constituency.
30.  Applying laches to Township Trustees’ claims is proper and bars Township
Trustees from obtaining any relief against District 204.

SECOND AFFIRMATIVE DEFENSE — STATUTE OF LIMITATIONS

31.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above, and paragraphs 22 through 30 of its First

© Affirmative Defense, as this paragraph 31 of its Second Affirmative Defense as though fully set

forth herein.
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32. Al of Township Trustees’ claims against District 204 are subject to the five-year
catchall statute of limitations set forth in 735 ILCS 5/13-205.

33.  Township Trustees failed to bring its claims against District 204 within the
applicable limitations period. Applying the statute of limitations is proper and bars Township
Trustees from obtairﬁng any relief against District 204.

THIRD AFFIRMATIVE DEFENSE — ACCORD AND SATISFACTION

| 34.  District 204 adopts and incorporates By reference paragraphs 1 through 21 of its

Facts Common to All Affirmative Defenses above as this paragraph 34 of its Third Affirmative
Defense as though fully set forth herein.

35.  Township Trustees and District 204 entered into a valid agreemenf in or around
1999 that supplanted any prior course of dealing. |

36.  Township Trustees accepted payments or setoffs from District 204 in accordance
with the parties’ agreement for more than a decade.

37.  Township Trustees is legally barred from enforcing any right that is inconsistent
with the parties’ agreement.

38.  Accord and satisfaction applies and bars Township Truétees from obtaining any
relief against District 204.

FOURTH AFFIRMATIVE DEFENSE —~ RATIFICATION

39.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 39 of its Fourth Affirmative

Defense as though fully set forth herein.

40. | Township Trustees had complete knowledge of all material facts surrounding the

agreement with District 204 described above.
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41, Armed with that knowledge, Township Trustees engaged in a course of conduct
over a period of more than a decade by which Township Trustees repeatedly demonstrated it had

ratified the agreement with District 204. That ratification bars Township Trustees from obtaining

any relief against District 204.

FIFTH AFFIRMATIVE DEFENSE — PROMISSORY ESTOPPEL

42.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 42 of its Fifth Affirmative

Defense as though fully set forth herein.

43 By entering into the agreement with District 204 described abox}e, Township
.Trustees made an unequivocal promise by its words and actions to proceed in accordance with
the parties’ agreement. |

44.  District 204 materially changed its position to its detriment as a result of
ToWnship Trustees’ promise, including by modifying its annual budgets to reflect the parties’
agreement, Those budgets affected thousands of students, hundreds of staff members, and many
-thousands of community members.

45, Had Township Trustees raised any challenge or objeétion to the parties’ course of
action dcgcribcd above, District 204 would have taken action to adjust its annual budgets and to
shift directly to Township Trustees all services Township Trustees otherwise would have been
obligated to perform on District 204°s behalf, or District 204 would have pursued a separation
from Township Trustees at that time.

46.  Not requiring Township Trustees to abide By the parties’ agreement would result
in severe inequity and brejudice to District 204.

47.  Promissory estoppel applies to bar Township Trustees from obtaining any relief

against District 204.
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SIXTH AFFIRMATIVE DEFENSE - EQUITABLE ESTOPPEL

48.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 48 of its Sixtﬁ Affirmative
Defense as though fully set forth herein.

49.  Township Trustees, through its words and actions, represented to District 204 that
Township Trustees would abide by the terms of the parties’ agreement discussed above.

50.  Township Trustees was aware of all material facts surrounding the parties’
agreement at the time the parties entered into the agreement.

51.  Township Trustees concealed from District 204 the fact that Township Trustees
intended to accept the value of District 204°s services for more than a decade and later to attempt
to bar District 204 from offsetting the value of its services against its purported share of
Township Trustees’ prc; rata expenses and the auditing expenses discussed above.

52.  Township Trustees also concealed from Disﬁict 204 the fact that Township
Trustces was knowingly making incorrect interest payments to member districts, including
District 204.

53. Townshfp Trustées acted intentionally and with the expectation that District 204
would act upc;n Township Trustees’ representations.

54.  District 204 acted upon Township Trustees’ representations to Distﬁct 204’s
detriment, including by modifying its annual budgets to reflect the parties’ agreement.

55.  Equitable estoppel applies to bar Township Trustees from obtaining any relief

against District 204.
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SEVENTH AFFIRMATIVE DEFENSE — WAIVER

56.  District 204 adopts and incdrporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 56 of its Seventh
Affirmative Defense as though fully set forth herein.

57.  Township Trustees and District 204 had equal bargaining power.

58. By entering into the agreement with District 204 described above, and through the
parties’ course of conduct éf more than a decade, Township Trustees knowingly and voluntarily
relinquished its known rights to recovery against District 204.

59.  Waiver applies to bar Township Trustees from obtaining any relief against

District 204.

EIGHTH AFFIRMATIVE DEFENSE — UNCLEAN HANDS

60.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 60 of its Eighth Affirmative
Defense as though fully set forth herein. |

61.  Township Trustees pray in part for equitable relief in this action.

62.  Township Trustees, through its actions described above, is guilty of miscondﬁct
and bad faith toward District 204.

63. | Township Trustees; misconduct and bad faith relates to the parties’ disputes in
this action.

64. Townslﬁp Trustees’ unclean hands bar it from receiving any equitable relief

against District 204,
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NINTH AF FIRMATIVE DEFENSE ~ SETOFE

65.  District 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above as this paragraph 65 of its Ninth Affirmative
Defense as though fully set forth herein.

66.  District 204 is entitled to a setoff against any judgment entered in this action in
the amount of the value of the services it provided that Township Trustees otherwise would have
been obligated to perform on District 204°s behalf.

67.  District 204 is also entitled to a setoff against any judgrnent entered in this action
in the amount of Township Trustees’ underpayment of investment interest to District 204,
Distric;t 204 is also éntitled to a judgment against Township Trustees for the value of the services
District 204 provided that exceeded its share of pro rata expenses.

TENTH AFFIRMATIVE DEFENSE — UNJUST ENRICHMENT

68. - Dis;crict 204 adopts and incorporates by reference paragraphs 1 through 21 of its
Facts‘Co'mI'non to All Affirmative Defenses above as this paragraph 68 of its Tenth Affirmative
Defense as though fully set forth herein.

69.  Township Trustees’ retention of the services District 204 pro;x'ided that Township
' Trustees otherwise would have been obligated to perform on District 204’s behalf is not legally
justifiable. | | | |

70.  District 204 reasonably expected to receive compensation for the services it
provided that Township Trustees othierwise would have been obligated to perfohn on District-
204’s behalf.

71. Townshlp Trustees had complete knowledge of the benefits District 204 was
conferring on Township Trustees in the form of services District 204 provided that Township -
Trustees otherwise would have been obligated to perform on District 204°s behalf.
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72.  Township Trustees would be unjustly enriched to District 204’s detriment if
Township Trustees were‘ pemiﬁed accept District 204’s services ‘without providing any
compensation or offset.

73.> Equity and good conscience require Township Trustees to make restitution to
District 204 in the amount of the value of the services it provided that Township Trustees
otherwise would have been obligated to perform on District 204°s behalf.

ELEVENTH AFFIRMATIVE DEFENSE — QUANTUM MERUIT

74.  District 204 adopts and incorporates by reference paraéraphs 1 through 21 of its
Facts Common to All Affirmative Defenses above és this paragraph 74 of its Eleventh
Affirmative Defense as fhough fully set forth herein.

75.  In the alternative, should Township Trustees contend the parties did not enter into
an express contract or agreement as discussed above, Township Trustees made an implied
promise to District 204 that it would compensate District 204 in the amount of the value of the
services it provided that Township Trustees otherwise Woulvd have been obligated to perform on

District 204°s behalf.

76.  Township Trustees is legally obligated to reimburse District 204 in the amount of

the value of the services it provided that Township Trustees otherwise would have been

obligated to perform on District 204°s behalf.

WHEREFORE, defendant, LYONS TOWNSHIP HIGH SCHOOL DISTRICT 204,
respectfully requests that this Honorable Court: (1) enter judgment in favor of District 204 and
against plaintiff, TOWNSHIP TRUSTEES OF SCHOOLS TOWNSHIP 38 NORTH, RANGE
12 EAST; (2) award District 204 its costs; and (3) grant such further relief as the Court deems

just and reasonable, or as otherwise permitied by law.
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Respectfully SXZEZ
By: 6 L

One of the Attorneys for Defendant,
LYONS TOWNSHIP HIGH SCHOOL DISTRICT

204

Charles A. LeMoine
clemoine@dykema.com
Rosa A. Tumialdn
rtumialan(@dykema.com
Stephen M. Mahieu
smahiew@dykema.com
Dykema Gossett PLLC

10 S. Wacker Drive, Suite 2300
Chicago, IL 60606
Telephone: (312) 876-1700
Facsimile: (312) 8§76-1155
Firm 1.D. No. 42297

SEEL s
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DRAFT; SUBJECT TO ATTORNEY-CLIENT AND WORK-PRODUCT PRIVILEGES

VERIFICATION

Under penalties as provided by law pursuant to Section 1-109 of the Code of Civil
Procedure, the undersigned certifies that the statements set forth in the foregoing answer are true
and correct except as to matters stated to be on information and belief and as to such matters, the
undersigned certifies as aforesaid that verily believes the same to be true.

Lyons Towrsiip High School District 204
By: Dr. Timothy Kilrea
Its: Superintendent

Dated: ’2_// 8"/'?‘3“/
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FIRM LD, NO. 42297

IN THE CIRCUIT COURT OF CQOK COUNTY

COUNTY DEPARTMENT, CHANCERY DIVISION

TOWNSHIP TRUTEES OF SCHOOLS

"TOWNSHIP 38 NORTH, RANGE 12 EAST,

Plaintiff,
V.

LYONS TOWNSHIP HIGH SCHOOL DIST. 204,

Defendants.

HILDEC 18 RS A

=, ~_..‘._._.., st
fie

e} JML»

Case No. 13 Cf—f 23386

Hon. Sophia H. Hall

NOTICE OF FILING

TO: Gerald E. Kubasiak
Douglas G. Hewitt

Kubasiak Fylstra Thorpe & Rotunno, PC

Two First National Plaza, 29™ Floor
20 South Clark Street

Chicago, IL 60603

Fax: 312-630-7939

PLEASE TAKE NOTICE that on December 18, 2014, we filed with the Clerk of the Circuit
Court of Cook County, Chancery Division, Defendant’s Verified Answer and Affirmative Defenses

to Amended Complaint for Declaratory Relief, a copy of which is served upon you.

Name: Charles A. LeMoine
clemoine@dykema.com
Rosa A. Tumialan

‘Address:

10 South Wacker Drive
Telephone: (312)876-1700
Attorney for: Defendant

rtumialan@dykema.com City: Chicago, Illinois 60606
Stephen M. Mahieu :
smahieuw@dykema.com
Dykema Gossett PLLC
' PROOF OF SERVICE

The undersigned, a non-attorney, states on oath that she served a copy of the foregoing Notice of
Filing and Verified Answer and Affirmative Defenses to Amended Complaint for Declaratory Relief to
the above counsel of record at the above mailing address by depositing a copy of same in the U.S, mail
at 10 South Wacker Drive, Chicago, Illinois 60606, postage prepaid, before 5:00 p.m. on December 18,

2014.

[X] Under penalties as provided by law pursuant

to 735 ILCS 5/1-109 I certify that the statements set forth

herein are true and correct.




Page 1

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

TOWNSHIP TRUSTEES OF SCHOOLS
TOWNSHIP 38 NORTH, RANGE 12
EAST,

Plaintiff,

LYONS TOWNSHIP HIGH SCHOOL

)
)
)
)
)
)
v. ) No. 13 CH 23386
)
)
DISTRICT 204, )

)

)

Defendant.

The deposition of MICHAEL THEISSEN taken
before Loretta A. Tyska, Certified Shorthand
Reporter, taken pursuant to the provisions of the
I1linois Code of Civil Procedure and the Rules of
the Supreme Court thereof pertaining to the taking
of depositions for the purpose of discovery at 20
North Clark Street, Suite 2500, Chicago, Illinois,
commenciﬁg at 1:04 p.m. on the 16th day of

February, 2017.

Thompson Court Reporters, Inc EXHIBIT
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Page 2 Page 4
1 APPEARANCES: 1 MICHAEL THEISSEN,
2 MILLER, CANFIELD, PADDOCK and STONE, P.L.C. 2 B havi -
MR. BARRY P. KALTENBACH a thness,l having been .ﬁrst administered an oath,
3 225 West Washington Street, Suite 2600 3 was examined and testified as follows:
Chicago, Illinois 60606 4 EXAMINATION
4 Phone: (312)460-4251 5 MR FMAN:
Email: Kaltenbach@millercanfield.com BY _HOFF o . .
5 6 Q. Sir, can you provide me with your highest
Appeared on behalf of the Plaintiff; 7 legal of education?
6 s .
HOFFMAN LEGAL B A. I have a master's in mana.gement with an
7 MR. JAY R. HOFFMAN 9 emphasis on finance and marketing.
20 North Clark Street, Suite 2500 10 Q. Where did you get that from?
8 Chicago, Iflinois 60602 . . L
Phone: (312) 8990899 11 A. Willamette Ufn}vers?ty in Salem, Oregon.
9 Email: Jay@hoffmanlegal.com 12 Q. Tam very familiar with that arca. My
10 Appeared on behalf of the Defendant. 13 best friends lived in Salem for many years.
Ji; 14 A. That, of course, means you know how to
¥ ok £ % % % 15 pronounce wine. .
13 16 Q. Pinot noir,
- 17 A. Exactly.
16 18 Q. Ithink I like the craft beers better.
ig 19 (Discussion off the record.)
15 20 BY MR. HOFFMAN:
20 21 . Q. What, sir, is your professional
g ; 22 background? ‘
53 23 A. How far back do you want to go? From my
24 24 paperboy days or lawn mowing?
Page 3 Page 5
1 . IN 1;}1355( PAGE 1 Q. Let's work backwards from now.
2 2 A. Okay. So right nowI'm an independent
3 Examination By Mr. Hoffian 4 3 consultant and investor in a number of businesses.
4 EXHIBITS 4 Prior to that — that's been abont 18 years. At
5 No.  DESCRIPTION PAGE . R . .
6 E:hibit I (Release and assignment of clain) 10 5 that point before I feft I was at Mesirow Financial
7 Exhibit2 (Final Relcase, Seitlement, and 10 6  Iwas an investment banker,
Assignment Agreement) . R
8 ] i 7 Q. How long were you at Mesirow for?
9 Extibit 3 (Proof of Claim) u 8 A. 'Well, I was at Mesirow and Mesirow Stein,
" Exhibit4 (Deposition of Kelly Bradshaw) 17 9  soIwas at Stein & Company doing financial
Exhibit 5 (Order on summary judgrent) 17 10 structuring and program management for sports
1 Exhibit 6 (Article from Pioneer Pross) 20 11 facilities and large public-private partnerships.
12 12 Q. Didyou have a hand in Toyota Park?
Exhibit 7 (Testimony of Judge Hartigan) 34 ) .
13 , 13 A. 1did not have a hand in Toyota Park, no.
14 Extiibit 8 (September 5, 2013 memo) 54 14 Iworked on Toyota Park as an independent consultant
Exhibit © (Memo dated November 7, 2013) 54 15 related to a possible naming rights deal, but not in
15
Exhibit 10 (Request for Posting Entry and 78 16 thestructuring and development of if.
16 notes) .
17 Exhibit 11 (TTO general ledger) 79 17 Q. Okay. And then when did you become an
18  Exhibit 12 (Letter fomBob Healey toLisa 134 18 independent consultant, approximately?
Beckwith dated August 18, 1999
19 “ B ) 19 A. Probably 18 years age, 20 years ago. When
Exhibit 13 (Letter fom Michael Theissento 150 + -
20 Mike Pera dated March &, 2013, and 20 1 was at Mesirow, I had both a Series 7 and 63,
attached invoices) 21 which would allow me to buy, sell, and trade stocks,
5;_ 22 bends, provide investment advice for my clients, as
2 (EXHIBITS RETAINED BY MR. HOFFMAN) 23 we would do financial structuring both on the debt
24 24 and equity side.

2 {(Pages 2 to 5
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Page 6 Page 8
1 Q. Did you ever do any audit work in your 1 which we manage on their behalf. You know, for a
2 career? 2 nonaceounting people, we may be our — not one of
3 A. Not audit work, no. 3 those, but for me, those would be like rainy day
4 Q. Allright. Let's talk about the claims -- 4 funds or surplus funds. And we have operational
5 is it okay if you call your -- you're a trustee of 5 funds. So I don't know. If you want fo ask me that
6 - the TTO, correct? 6 again, I'll fry to answer it.
7 A. Yes, I am an elected board member of the 7 Q. The TTO doesn't have any revenue sources
8 TTO. 8 of its own, does it, other than its billings from
9 Q. Are the elected board members of the TTO 9 the other districts? Whete does the TTO get ifs
10 sometimes referred to as trustees? 10 money?
i1 A. Yes. 11 A. We bill the other districts, correct. We
12 Q. When did you first become an elected board 12 don't have tax —
13 member of the TTO? 13 Q. You dont get tax money, right?
14 A. Itwas probably five years ago, maybe five 14 A. No, we do not. We get tax money
15 and a half years ago. I fulfilled the term of a 15 indirectly via what we bill the other districts,
16 gentleman that resigned, I believe, to become a 16 Q. Okay. So the money that the TTO has is
17 judge; then I was elected in the next municipal 17 money that it holds in trust for other districts,
18 election. 18 and sometimes it uses that money for the operation
19 Q. Was that Russell Hartigan? 19 of the TTO, correct?
20 A. 1 believe so. 20 A. Well, that's a function of — the money
21 Q. What year do you believe the switch from 21 that comes in is a delay because of cash flow and
22 Judge Hartigan to you took place? When did you take 22 billing, so, again, I'm not —
23 over as a board member from Judge Hartigan? 23 Q. Letme ask you a better question.
24 A. T'd sayit's maybe '12 or '13. Xt was 24 A. Okay.
Page 7 Page 9
1 roughly June of one of those two years, if I 1 Q. The million dollars plus that Bob Healy
2 remember correctly. 2 stole that we know of, did he steal that from the
3 Q. Was it before or after Bob Healy resigned 3 TTO's funds or did be steal that from funds of the
4 as treasurer? 4 districts? And I mean whether it's held directly or
5 A. It was before, probably six weeks before, 5 indirectly for the districts,
6 six to seven weeks before. Bob Healy resigned on 6 A. The money that I believe Bob stole, from
7 Labor Day weckend. I remember that, 7 what we can tell on the wire transfers, were
8 Q. IfTtell you that Bob Healy resigned in 8 transferred out of our operating account. They were
9 2012, does that mean he started in the middle of 9 not transferred out of any of the trust or surplus
10 2012 as a board member? 10 accounts. ’
11 A. Yes, that would be correct. 11 Q. Where does the money from the TTO's
12 Q. You're awarc that Bob Healy stole from - 12 operating account come from?
13 Well, you're aware that Bob Healy stole in excess of 13 A. It comes from the districts, as we talked -
14 amillion dollars in his position as treasurer, 14 about previously.
15 correct? 15 Q. Okay. So you helped the TTO make a claim
16 A. Yes. 16 against bonds that the TTO had for the malfeasance
17 Q. And were the funds that he stole funds . 17 of the treasurer or others, correct?
18 that TTO held for the districts that are members of 18 A. Ub-huh.
19 the TTO? ) 19 Q.. Yes?
20 A. I'm mot really sure what you're asking 20 A. Yes.
21 because we have operational funds and then we have 21 Q. Okay. You have to answer yes or no.
22 funds that we manage on their behalf, so are you 22 Uh-huh or ub-huh is hard for the court reporter to
23 asking me to make a differentiation or are you going 23 understand what you mean.
24 to make a differentiation? We have agency funds 24 I'm going to show you three documents that

3 (Pages 6 to 9
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Page 10 Page 12
1 will -- just to have you confirm what they are. I 1 the case, then that was the case. Yes. They were
2 don't want you to look at them in any detail. All 2 for sick and vaeation days, yes.
3 right? 3 Q. Aswell as wire transfers?
4 (Exhibits 1 - 3 were marked.) 4 A. Yes.
5 BY MR. HOFFMAN: 5 Q. Okay. Iunderstand that the TTO has
6 Q. The document Theissen Exhibit Number 1, am 6 different accounts that it manages, both operating
7 I correct that this is a release that you signed 7 accounts for the TTO and investment accounts of
8 whereby the TTO received $165,000 for its claim on a 8 money held in trust for the other districts, but I'm
9 bond issued by Liberty Mutual Insurance Company? 9 asking a more fundamental question here. Whose
10 A. That locks correct, yes. 10 moxney did Healy steal that formed the basis of these
11 Q. And that's your signaturc on the release, 11 claims on the bonds?
12 sir? 12 A. Well, this would be the TTO's money.
13 A. Yes,itis. 13 Q. And s it your position that all of the
14 Q. And I'm showing you Theissen Exhibit 14 money that the TTO recovered onits bond claims
15 Number 2. Am I correct? 15 belongs to the TTO and not the districts?
16 THE WITNESS: Do I get to keep these and take 16 A. Idid not say that.
17 these home? Are these mine? 17 Q. Well, what is your position? Who
18 MR. KALTENBACH: Those are official. I can 18 rightfully is entitled to receive the proceeds of
19 give you copies of everything afterwards. 19 the $1,040,000 that the TTO recovered on the two
20 BY MR. HOFFMAN: 20 bond claims?
21 Q. Isit correct that Theissen Exhibit 21 MR. KALTENBACH: I'm going to object to the
22 Number 2 is a document you signed whereby the TTO 22 extent that it's asking the witness to make a legal
23 entered info a settlement and received $875,000 for 23 opinion. But you can answer.
24 its claim on a bond issued by the Hanover Insurance 24
Page 11 Page 13
1 Company? 1 BY MR. HOFFMAN:
2 A. Thatlooks correct, yes. 2 Q. From your understanding, whose money does
3 Q. And the TTO actually received both of 3 that belong to?
4 those payments called for in Exhibits 1 and 2, 4 A. Well, we were in a structural deficit
5 correct? 5 that's been primarily caused by the fact that school
6 A. Yes. 6 districts have not paid the amount of money they're
7 Q. And, sir, is Theissen Exhibit Number 3 a 7 required to by school code. So within the
8 copy of the proof of claim that the TTO submitted 8 structaral deficit, each school district has a
9 to -~ in connection with this loss to the Hanover 9 pro-rata allocation or pro-rata liability to that
10 Insurance Group as you see on page 2?7 ' 10 structural deficit. So as it relates to this
11 A. Yes, that looks correct. 11 million dollars in question, I think first and
12 Q. Isit correct that the claims that the TTO 12 foremost we would probably apply it to the
13 made on these two bonds arose out of wire transfers 13 stroctural deficit, which would then cause each
14 that Bob Healy had that were improper and vacation 14 school district to then have lesser of a liabﬂity
15 sick pay that Bob Healy caused to be paid that were 15 to the structural deficit.
16 also improper? Is that the basis of the claim? 16 The structural deficit started about
17 A. 1know the basis is — I do not know about 17 15 years ago, Primarily, as I mentioned, we have
18 the sick — I don't remember the details with the 18 issues related to cash flow. And 204 chose to not
19 sick and the overpayment. I do remember that they 19 pay, even though they're mandated by school code to
20 were related to the wire transfers. 20 do that. Se the million dollars, that I think is
21 Q. Take alook at -- let's see if I can 21 what you're asking in the question, will be applied
22 refresh your memory -- on the first page in the 22 to that structura) deficit first so that it would
23 middle on Theissen Exhibit Number 2 where it says -- 23 help reduce the liability of each school district
24 A. Oh, okay. I seeit, yeah. If that was 24 that's a member of the TTO.
4 (Pages 10 to 13)
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Page 14 Page 16
1 Q. So your position is because the TTO is 1 of money that Healy had taken fiom the funds that
2 short on cash, that it's entitled to keep the §1 2 the TTO was holding for the various school
3 million recovery on the bonds and apply it to its 3 districts?"
4 deficit, yes? 4 Answer: "That's what it appeared fo be."
5 A. When you say "'short on cash," I don't know 5 Do you disagree with Ms. Bradshaw's
6 ° what you — we're short on cash because people don't 6 testimony in that regard?
7 pay. We're not short on cash because we've 7 MR. KALTENBACH: Do you want him to read?
8 overspent. 8 BY THE WITNESS:
9 Q. So your position is that the $1 million 9 A. Can Iseeit?
10 that the TTO recovered on the bonds, the TTO can 10 Q. You're welcome to. Sure.
11 apply that to its structural deficit which you 11 A. The circle?
12 attribute to District 204's nonpayment of pro-rata 12 Q. Yes,sir,
13 fonds, right? Am I correctly summarizing what you 13 A. Okay.
14 said? Yes orno? 14 (Peruses document.)
15 MR. KALTENBACH: Ml object in that it does 15 I wouldn't necessarily agree with that.
16 mischaracterize. But you can answer the question, 16 Q. What does that mean? It sounds a little
17 Mike. 17 vague. Do you disagree with it? When someone
18 THE WITNESS: Okay. So give me the question 18 doesn't necessarily agree with something, I don't
19 one more time. 19 really know what that means.
20 BY MR. HOFFMAN: 20 A. Well, I guess, define to me what you
21 Q. As1understand your testimony -- correct 21 mean — what she means by "holding" there. I mean,
22 me if I'm wrong -- the TTO can apply the $1 million 22 we hold everybody's money. Is it being held in the
23 that it received in bond payments to its structural 23 surplus fund? Is it being held in the agency fund?
24 deficit, correct? Regardless of the source of the 24 Isiit being held in the administrative fund? Tell
Page 15 Page 17
1 structural deficit, it has the ability and can and 1 me where that's being held, and I can make a
2 should do that; is what you're saying? 2 better —
3 A. 1think the key word there is we have the 3 Q. Sir, you see the testimony. Do you agree
4 ability to. I mean, as an elected board, we 4 or disagree with ~
5 obviously have to act in what's best fiduciary for 5 A. Okay. Then I do not agree with it.
6 the other districts, yes. 6 Q. You do not agree with it?
1 Q. Has the TTO made a decision as to what to 7 A. Idon't agree with it, but 1 don't
8 do with this $1,040,000 recovery? 8 disagree with it. I think her interpretation and my
9 A. Ne. 9 interpretation would be different.
10 Q. Where is it sitting? 10 MR. HOFFMAN: Can you mark this as Theissen 4,
11 A. From an accounting perspective, I would 11 please.
12 not know that. It's not in a separate account, if iz (Exhibit 4 was marked.)
13 that's what you're asking. 13 BY MR. HOFFMAN:
14 Q. InKelly Bradshaw's testimony, which I'll 14 Q. You're aware that the TTO sued Bob Healy
15 refer to - here's a copy of it — do you know who 15 in a lawsuit in 2012, cotrect?
le Kelly Bradshaw is? 16 A. Yes.
17 A. Yes. 17 MR. HOFFMAN: Mark this.
18 Q. Kelly Bradshaw on page 14 of her testimony i8 (Exhibits 5 - 6 were marked.)
19 in this casc testified as follows: 19 BY MR. HOFFMAN; )
20 "And this $1 million discrepancy" -- and 20 Q. Theissen Exhibit Number 5, would you
21 we'd been talking about a million dollars missing 21 confirm that this is an order on a summary judgment
22 due to Healy's misconduct. 22 motion by which the TTO received a judgment against
23 " And this $1 million discrepancy, was it 23 Healy in excess of $904,0007
24 your belief thal that was $1 million approximately 24 THE WITNESS: Is it a summary judgment?
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Page 18

Page 20
1 MR. KALTENBACH: I can stipulate to it. 1 A. Iliterally have no idea --
2 MR. HOFFMAN: I mean, it secms obvious. 2 Q. Okay. Fine.
3 MR. KALTENBACH: I'l stipulate that this is 3 A. -- on this particular picce of the case.
4 laid -- and T don't know if there was any other 4 Q. Now, Theissen Exhibit Number 6, this is an
5 document. But this certainly is what I thirk is the 5 article in the Pioneer Press. And at the very last
6 - Iwasn't involved in the case, but -- i's a 6 paragraph on the page 2 is all I'm going to ask you
7 judgment, yeah. 7 about, You'Te quoted as saying: "We haven't been
8 MR. HOFFMAN: It's the judgment. 8 able to find any assets." And this is as of
9 MR. KALTENBACH: The judgment, yeah. 9 March 19th of 2015. Do you see that?
10 THE WITNESS: My name is spelled 10 A. Ub-huh.
11 T-h-i-e-s-s-e-n 1t Q. Yes?
12 MR. HOFFMAN: As anyone who speaks German 12 A. Yes.
13 should know. 13 Q. Okay. Did the $33,000 you said you found,
14 BY MR. HOFFMAN: 14 did that come after March 19th of 20157
15 Q. Also, how much did the TTO collect on this 15 A. Iwould not remember the timing.
16 judgment? 16 Q. Okay. What did the TTO do with the
17 A, Tt was insignificant. 17 $33,000 it recovered from bank accounts belonging to
- 18 Q. How much? 18 Healy?
19 A. $33,000, if my memory serves me. 19 A. 1de not know specifically.
20 MR. HOFFMAN: If you want to cofrect that, you 20 Q. What is your belief as to the proposition
21 can. 21 ofthat? Is that money that belongs and should be
22 MR. KALTENBACH: I'm not here to correct or not 22 given to the districts, or is that money that
23" comect his testimony. I dou't think that's 23 belongs to the TTO?
24 appropriate. 24 MR. KALTENBACH: 11l object to the extent it
Page 19 Page 21
1 MR. HOFFMAN: I don't care. T want to getto 1 calls for the witness to make a legal opinion. But
2 the truth, so help yourself. 2 you can answer, Mike.
3 BY MR, HOFFMAN: 3 BY MR. HOFFMAN:
4 Q. S0 $33,000. And where did the $33,000 4- Q. I'masking for your view.
5 come from? Do you know? 5 A. Tguess my view would be
6 A. Tbelieve it came from a series of bank 6 MR. KALTENBACH: And I'm going to object on the
7 aceounts and maybe a brokerage account. 7 basisof relevance. Sorry. You can answer.
8 Q. And how much did the TTO spend in 8 MR. HOFFMAN: To your view. And it is
9 attorneys' fees and other costs in connection with 9  relevant.
10 this case against Healy? 10 Go ahead.
11 A. 1donot know. 11 THE WITNESS: Ask me the question again,
12 Q. Was it several hundred thousand dollars? 12  BY MR. HOFFMAN:
13 A. 1do not know. 13 Q. What is your understanding as to who the
14 Q. You have ﬁo idea? 14 $33,000 the TTO recovered from Healy belongs to?
15 A. Itcould be a dollar. It could be a 15  Does itbelong to the TTO or does it belong to the
16 million. Ido net know. 16 districts?
17 Q. Do you think it was a dollar? 17 MR. KALTENBACH: Same objections.
18 A. Tt was probably more than a dollar. It 18 BY THE WITNESS:
19 was probably less than a million. 19 A. Y'm not sure -- when you ask me "does it
20 Q. So somewhere between a dollar and a 20 belong to the TTO," I don't understand what yeu mean
21 million; you're not sure? 21 by that.
22 A.' Iwould give you that, yeah. Those 22 Q. Well, what happened to the $33,000? You
23 parameters are probably correct. 23 say you don't know. Is that an amount that should
24 Q. What's your best estimate? 24 be distributed to the districts?
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Page 22 Page 24
1 A. Idon't know what you mean by "distributed 1 Q. Okay. Do you have any disagreements with
2 to the districts." Like, me handing them a check? 2 any of the criticisms that the BGA made in this
3 1 don't know what you mean when you say "distributed 3 document?
4 to the districts.” 4 A. Let me take a look.
5 Q. Well, you don't know what it means to have 5 Seo you're talking about the eriticisms or
6  the TTO apply money to the accounts of the member 6 you're talking about the suggestions?
7 districts in the TTO? 7 Q. Both. .
8 A. 1do know that, yes. 8 MR. KALTENBACH: T'm going to object. [ don't
9 Q. So that's what I mean when I say -- 9 think it's relevant.
10 A. So when you ask me is it the TTO's money 10 BY THE WITNESS:
11 or the districts’ money -- 11 A. Asitrelates to the solution, two
12 Q. T'mtalking about you don't need to cut a 12 trustees are on the board - "now former
13 check because you hold all the districts' funds, 13 treasurer" -~ guestionable — "should resign® -- I
14 correct? 14 don't think that's appropriate.
15 A. Correct. 15 Q. Okay. Anything else?
16 Q. Soit's done via line items or journal 16 A. "Trustee should consider” --
17 entries in the general ledger, correct? 17 THE REPORTER: I'm not looking at it.
18 A. Yes. 18 MR. HOFFMAN: She needs to write it down.
19 Q. Right. So whatI'm saying — 19 BY THE WITNESS:
20 A. Except for - well, let's -- that's 20 A. (Asread): "Trustee should consider
21 not entirely true. School districts have taken the 21 replacing and all legal financial consultants who
22 position to write us checks. We have, for the sake 22 were the agency's payroll during the now former
23 of efficiency, taken the position to give them a 23 trustee was there."
24 journal entry or do it via accounting records versus 24 That's probably good business. Yes, I
Page 23 Page 25
1 a physical check. So we don't typically cut them a 1 would agree with that. And that's been done.
2 check for their distribution. They typically do cut 2 Q. Is there anything to disagree with?
3 us a check for a program payment. 3 A. I'm not there yet. Oh, disagreement.
4 Q. Why hasn't the TTO credited each of the 4 Q. Disagreement. So the first two points are
5 various districts on the pro-rata basis with the 5 points you agree with; yes?
6 $33,000 recovery? 6 A, Yes.
7 A. Well, again, the TTO runs at a structural 7 Q. That you gave me?
8 - deficit, so it would probably be in our best sense 8 A, Yes.
9 to get the structural deficit down to zero before we 9 Q. Okay. My point is, is there anything in
10 would continue to have a bigger structural deficit, 10 here you disagree with?
11 which then ultimately shifts to the school districts 11 MR KALTENBACH: I'll again object on
12 at some point. So our goal would be -- and I speak 12 relevance, to the extent I need to renew that
13 on behalf of the board -- would be to get our 13 objestion. But you can answer, Mike.
14 structural deficit to zero so if there were 14 BY THE WITNESS:
15 additional funds that came in, we would then 15 A. 1don't disagree with any of this,
16 distribute those to the school districts, as you 16 Q. Okay. Thank you.
17 asked. 17 Who is Steven Landek?
18 Q. I'm showing you Hartigan Exhibit 4. I 18 A. Tbelieve he's a state senator.
19 don'thave a third copy of it. I'm not going to ask 19 Q. What's your relationship with Mr. Landek?
20 you alot of questions about it. But do you 20 MR. KALTENBACH: I'm going to object on the
21 remember this Better Government Association report 21 basisof relevance.
22 onthe TTO which contained its reform suggestions? 22 MR. HOFFMAN: You can have a standing relevance
23 A. Well, I guess I do remember this now, 23 objection the whole deposition.
24 yeah, 24 MR. KALTENBACH: I'd rather not. I'm assuming
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Page 26

Page 28

1 at some point you're going to ask what I consider to 1 Q. And when [ say District 204, I'm referring
2 bé relevant, but -- 2 to the same thing, right?
3 MR. HOFFMAN: Yeah. You can have a standing 3 A. Tunderstand.
4 objection as to any relevance. You can later object 4 Q. Okay. So did -- do you know whether the
5 to any question I ask based on relevance. 5 TTO paid for the annual audit costs of any district
6 MR. KALTENBACH: If'you want to agree to that, 6 other than LT at any point before 20127
7 that's fine. 7 A. X do not know that.
8 MR. HOFFMAN: Ido. 8 Q. Areyou -- did you ever speak with anybody
9 MR. KALTENBACH: Then I won't have to say it 9 at the TTO on that subject?
10 cach time. 10 A. Prior to 2012? )
11 MR. HOFFMAN: Exactly. So standing. 11 Q. Atany time. Have you ever asked anybody
12 BY MR. HOFFMAN: 12 from the old days who was at the TTO or had retired
13 Q. Sir, what is your relationship to Senator 13 from the TTO or otherwise was associated with the
14 Landek? 14 TTO whether they knew about the TTO paying for other
15 A. He's a client of mine. 15 districts' audits af any point before 20127
16 Q. Okay. And you have made campaign 16 A. No, I have not spoken to anybody about
17 contributions to him individually and through your 17 that.
18 company, correct? 18 Q. Did you ever ask Judge Hartigan that
i9 A. Yeah, no doubt I have. 19 question?
20 Q. Any idea as to how much? 20 A. No. I don't think I've ever met Judge
21 A. Let's see. I made campaign contributions 21 Hartigan,
22 on a pretty regular basis. Maybe $3,000, $3,500. 22 Q. Did you ever talk to Bob Healy about that
23 Q. And have you spoken with Mr. Landek about 23 subject?
24 this case? 24 A. No.
Page 27 Page 29
1 A. About this case? 1 Q. Have yon ever spoken with Bob Healy?
2 Q. Yes. 2 A. Yes.
3 A. Yes, I've spoken to him about this case. 3 Q. Other than -- I'm sorry, Let me strike
4 Q. And just describe to me the timeframe in 4 that.
5 which you've talked to him and the nature of your 5 Have you ever spoken with Bob Healy after
6 communications with him about the case. 6 the date on which he resigned from the TTO?
7 A. A lot of the conversations we've had have 7 A. Yes. Ispoke with him twice in the
8 been related to legislation that's being looked at 8 courtroom at 26th and California,
9 in Springfield. He was asking me questions related 9 Q. What were the nature of those --
10 to the timing of the case, related to the amounts 10 A. Pleasantyies.
11 outstanding of the case, related to where we were in 11 Q. Nothing specific?
12 the process; ideally, either with settlement or 12 A. Nothing specifie. It's not really a place
13 court hearings. So mostly that's been the gist of 13 where you have deep conversations.
14 our conversations. 14 Q. The TTO has claimed in this case that it
15 Q. Okay. Let's talk about your claim in this 15 paid the annual audit costs of LT butnot for the
16 case -- or strike that, 16 other districts, correct?
17 Let's talk about the TTO's claims made in 17 A. Correct.
18 this case that relevant to the TTO's payment of 18 Q. And how do you know that's true?
19 annual audit costs for LT. 19 A. Because as we went back and looked within
20 A. Okay. 20 the books and our records, we can see that we paid
21 Q. And you understand when I say "LT," I'm 21 the audit costs related to 204 out of our
22 talking about Lyons Township High School District 22 operational budget, which is net typically how bills
23 204, yes? 23 are paid within our system. So it eame out of the
24 A. Yes. 24 TTO's bank account versus 204's bank account.
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factual content of depositions. I don't think

Page 30 Page 32
1 Q. And what was the situation with respect to 1 that's a proper question, Jay. You're asking the
2 the other districts that you found? 2 witness what he discussed with his attorneys.
3 A. Well, we processed their checks, and the 3 MR. HOFFMAN: No. I'mable to find out --
4 money comes out of their bank accounts. 4 You're wrong. I'mable to find out —
5 Q. Did you actually go look at those records? 5 MR. KALTENBACH: Thank you for the commentary.
6 ° Andifnot, who did? - 6 MR. HOFFMAN: — ifhe learned facts through
7 A. Xthink I was exposed to those records. 7 anybody as to what people have said in their
8 They were probably done within our staff. I don't 8 depositions.
9 know if [ could say directly. Could have been 9 BY MR. HOFFMAN:
10 Kelly. Could have been Lauralee, It could have 10 Q. Youdidu't read the depositions, right?
11 been our accounting firm. It could have been Baker 11 A. No, I do not.
12 Tilly at the time. It could have been Miller 12 Q. Okay. Did anyone tell you what was
13 Cooper, who is our current anditor. I couldn't say 13 testified to in the depositions? Yes or no?
14 this particular person found that. ’ 14 MR. HOFFMAN: Ifyou want to instruct him not
15 Q. So when you say you were exposed to them, 15 to answer, that's fine; we'll deal with it later.
16 I'm not sure what that means. Does that mean that 16 Let's get this show on the road, though, please.
17 you personally reviewed them? 17 Make a short objection and then instruct him not to
18 A, Yes. 18 answer. Or object. Let's go.
19 Q. Are you aware that the TTO repeatedly 19 MR. KALTENBACH: We're delving into privileged
20 represented to LT in years prior to 2012 that the 20 matters, so I don't mind pausing a minute. You just
21 TTO was paying for the audit costs of all districts? 21 spent time showing the man BGA recommendations that
22 A. Iwas not aware of that. 22 have nothing to do with the case.
23 Q. Are you now aware of that today, given the 23 So if - you can answer the question "Has
24 information that's been leamed through the course 24 anyone told you what depositions have been set.”
Page 31 Page 33
1 of this lawsuit? 1 That's an acceptable question, so you can answer
2 A. Idon't know the question, butI think I 2 that.
3 disagree with it. 3 THE WITNESS: What depositions have taken place
4 Q. What I meanis, sitting here today, are 4 or ~ I don't know what was said in them.
5 you aware that the TTO -- let me ask you a question 5 BY MR. HOFFMAN:
6  before this. 6 Q. Has anybody related to you the content of
7 Have you read any of the deposition 7 the deposition transcripts taken in this case, or
8 transcripts of depositions taken in this case? 8 any of them? That's the question. Very specific.
9 A. No. 9 A. Has anybody related to me transcripts --
10 Q. Have you spoken with your attomeys about 10 Q. The content of the transcripts of
11 the content of any depositions, the factual content 11 testimony taken in this case, what people said in
12 of the depositions of witnesses who testified in 12 their depositions?
13 this case? 13 A. Oh, Ithink I'm aware of some items, yes.
14 MR. KALTENBACH: I'm going to -- Mike, I'm just 14 Q. Great, Terrific. Are you aware that Bob
15 going to instruct you ~- you can answer that. When 15 Healy festified in his deposition that during the
16 we start gefting into questions relating to 16 relevant time period, the TTO paid for the audits of
17 discussions with attorneys, I want you to be very 17 all of its member districts?
18 careful to just answer the question asked and not i8 A, I was not aware of that.
19 kind of anticipate where he's going, because that's 19 Q. Il show it to you.
20 going to give me a chance to see ifit's . 20 A. Okay.
21 objectionable. 21 Q. This is Hartigan Exhibit 3 already marked.
22 The question "Have you spoken with your 22 Turn to page 19, sir, please.
.23 attorneys about” -- 'm sorry, think it was the 23 MR. KALTENBACH: Page 19 on the transcript?
24 24

MR. HOFFMAN: Yes, page 19 of the testimony.

=
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Page 36

1 BY MR. HOFFMAN: 1 Q. Are you aware that Bob Healy wrote letters
2 Q. Do you see on line 12 it says: 2 to LT both in 1999 and 2001 in which he represented
3 "And so the trustees paid for the andits 3 to LT, writing that the TTO was paying for the audit
4 for not just LT but the other school districts?” 4 costs of all of the districts?
5 Answer: "Right"? 5 A, T'm not aware of the content of the
6 A. Iseethat. 6 letter. I'm aware that there was numerous
7 Q. Okay. And you're saying that that 7 correspondence between Bob and LT. So if you
8 testimony of Mr. Healy is incorrect? 8 have —
9 A. To my knowledge, that's incorrect. 9 Q. Would you like me to show you those
10 Q. And why is that? 10 letters?
11 A. Wedon't have a record of that. We have 11 A. I'd be happy to look at them.
12 processed payments for school districts for audit 12 Q. Letme --I'm going to represent to you,
13 fees. I am not aware that we have paid for audit 13 because 1 have the letters -- I mean, if you want to
14 fees out of the TTO funds. 14 see them, that's fine. Il show them to you,
15 Q. Do you have any understanding as to why 15 MR. HOFFMAN: I'm showing Healy 1 to the
16 Healy testified the way he did? 16 witness.
17 A. Thave no understanding, no. 17 Q. This is the April 29, 1999 leter that
18 Q. You're aware that Judge Hartigan was 18 Mr. Healy wrote to Lisa Beckwith at LT, Let me show
19 deposed in this case? 19 you the section -- it's a long letter. T'll show
20 A. Yes. 20 you what I'm referring to.
21 (Exhibit 7 was marked.) 21 1t says on page 6 of the letter:
22 BY MR. HOFFMAN: 22 "The trustees hire and pay for the audits
23 Q. Theissen Exhibit Number 7 is Judge 23 of the school districts and the treasurer’s office
24 Hartigan's testimony taken in this case. On 24 in Lyons Township."
Page 35 Page 37
1 page 25 - 1 Do you see that?
2 A. Page 25 or little page 25? 2 A. Uh-hub.
3 Q. Little page 25. 3 Q. Yes?
4 A. Okay. 4 A. Yes, Ido.
5 Q. Yousee starting online 20, there's a 5 Q. And you disagree with Mr. Healy's
6 reference to aletter that Bob Healy wrote on 6 statement there, right? You think that's factually
7 April 29, 1999 to LT? Do you see that? 7 inaccurate, right?
B8 A. Does it start "And it says this letter”? 8 A. IthinkI'm confused by this.
9 Q. Yeah. 9 Q. Lsays— '
10 A. Okay. 10 A. Ican read. Let me look at this.
11 Q. It says, "The frustees hire and pay for 11 (Reading document.)
12 the audit of the school districts and the 12 Well, that would not be -- I disagree with
13 treasurer's office of Lyons Township." That's a 13 this.
14 quote from an April 29, 1999 Healy letter to LT. Do 14 Q. Okay. AndI'm going to show you an
15 you know why -- Have you ever seen that letter? 15 additional letter where Healy says the same thing in
i6 A. No. Ne. 16 2001. There's a January 1, 2001 letter to Dennis
17 Q. Fine. And then the question to Judge 17 Kelly of LT from Mr. Healy.
18 Hartigan is: 18 As shown on the last page. Andthereisa
19 "Ts that consistent with your 19 section again - because it's the same letter, in
20 understanding of what the trustees did?" 20 essence -- in which it says under Annual Audit:
21 Answer: "Ibelive so." 21 "The trustees hire and pay for the audit
22 " Is it your testimony that Judge Hartigan 22 of these school districts and the treasurer's office
23 is incorrect? 23 in Lyons Township."
24 A. Yes,itis. To my knowledge, yes. 24 Do you see that?
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Page 38 Page 40
1 A. Yes. 1 Q. Okay. What does that claim that you have
2 Q. And you're saying that those writtent 2 about overpayment of interest have to do with
3 representations to L'T in 1999 and 2001 are 3 Mr. Healy's representations to LT in writing about
4 incorrect? 4 the payments of annual audits of the other
5 A. Tam saying that. To my knowledge, I'm 5 districts?
6 ° saying those are incorrect. 6 A. I t¢hiok that he was justifying -- This is
7 Q. Do you know why Healy made those 7 my opinion. I think that he was justifying to LT in
8 representations to LT? 8 writing that he would do that, even though le knew
9 A. Yhave no idea. 9 that that's not the process that took place in the
10 Q. Do you have any concerns about LT being 10 office.
11 misled by those statements of Mr. Healy? i1 Q. Do you have any reason to believe that LT
12 A, Dol have any concerns? 12 before this lawsuit was ever aware that Mr. Healy's
13 Q. Yes. That's the question. 13 representations in the letters we just looked at
14 A. No. I think I probably have more concerns 14 were wrong?
15 that those were done to mask the fact that L'T didn't 15 A. Do Ihave reason to believe?
16 pay their own audits. 16 Q. Yeah
17 Q. So you think the reason that Mr. Healy 17 A. Yes, Ido.
18 wrote that is to hide the fact that it was paying 18 Q. On what basis do you believe that?
19 andit costs only for LT? 19 A. I believe that, number one, their auditor
20 A. Yes. 20 should have known the code, that we had a shared
21 Q. You want to explain to me what you mean by 21 auditor. Ibelieve that their legal counsel should
22 that, how you get to that point? 22 have known the code and whose allocations were what.
23 A.. Well, we've got a number of emails and 23 And I think that if the other districts knew that LT
24 meetings and different memos that we have kind of 24 was being -~ their audit fees were being paid for,
Page 39 Page 41
1 unfortunately come across where it appears that LT 1 that they would have been besides themselves as
2 was, I would say, exerting influence or pressnre on 2 well,
3 Bob within the office for interest allocations; 3 Q. That wasn't my question.
4 prabably, I would say, special treatment. 4 A. They would have goften LT's —
5 Q. Okay. Describe those for me as best you 5 Q. That wasn't my question. If's not that
6 can. Give me your full knowledge of those 6 they should have -- I'm not asking whether they
.1 documents. 7 should have known; I was asking a very specific
8 A. Well, I know there was a follow-up email 8 question which is; Do you have any facts or are you
9 or a memo talking about a "pleasant lunch we had," 9 aware of any facts to indicate that LT actually knew
10 and Bob, in fact, then did find more interest 10 that Healy's written letters we just looked at were
11 allocation that he was going to contribute to — 11 lies and that the TTO wasn't paying for the annual
12 Q. Was this in 20067 12 audit costs of the other districts? That's my
13 A. Idon't know the date. 13 question.
14 Q. Okay. ' And how much was involved in the 14 A. Can you ask it to me one time?
15 document you're talking about? 15 MR. HOFFMAN: Repeat it.
16 A. Tdon't know the document that you're 16 THE WITNESS: Do I have any facts?
17 talking about. X think I would approximate over the 17 MR. HOFFMAN: Yes.
18 years, I would believe it's about $1.5 to 18 You can read it back.
19 $1.8 million that was over-allscated or contributed 19 (Record read as: "Do you have
20 to LT's fund that they were not entitled to, 20 any facts"” ~ )
21 Q. Okay. And the complaint says that there 21 MR. HOFFMAN: Stop. You wrote it down wrong,
22 was a $1.5 million over-allocation of interest. How 22 'm not asking whether they should have knowledge.
23 do you come up with the $1.8 million figure? 23 Let me just restate the question because
24 A. Isaid “"approximaiely." 24 you didn't get it down.
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Page 44

1 MR, KALTENBACH: 1 think she may have got the- 1 Q. And how did that conversation with Don
2 one before that correct. 2 lead you to belive that LT knew?
3 MR. HOFFMAN: Well — well, let me just 3 A. Xdon't know what LT knew. I don't kmow
4 restate. 4 what they didn't know.
5 BY MR. HOFFMAN: 5 Q. You don't know what they knew?
6 Q. Sir, I'm not asking whether you think LT 6 A. Right.
7 should have known that the TTO was not paying for 7 Q. That was my question. Thank you. You've
8 the annual audits of the other districts. I'm 8 answered it. Do you know --
9 asking you whether you have any facts showing that 9 A. 1do know — I do know, having met with
10 LT had actual knowledge that Healy's representations 10 LT, that it's a board of extremely intelligent,
11 on payment for all the districts' audits was untrue. 11 well-qualified, highly intellectual members that is
12 That's my question. 12 composed of doctors, lawyers, and CPAs, of which I
13 A. Idon't know if this is a fact or not. 13 can't believe over a period of time that this was an
14 But a business manager at one of the other districts 14 oversight,
15 made us aware that we were paying for Lyons Township 15 Q. Now, you agree that Baker Tilly and its
16 High School's audit. When he asked Bob how come 16 predecessor firms did a wide range of professional
17 we're not paying for their audit, and he said that's 17 accounting work for the TTO and all the member
18 an arrangement that Y have with LT. 18 districts, correct? .
19 Q. Who is that business manager? 19 Do I need to clarify that?
20 THE WITNESS: Do I have to say that? 20 A. Yeah, yeah.
21 MR. HOFFMAN: In what district? Yes, you do. 21 Q. So Baker Tilly and its predecessors, I'm
22 MR. KALTENBACH: Yeah, I don't know. Ifyou 22 just going to call Baker Tilly and make it casicr.
23 think — if you think it might — I don't know 23 A. Yeah, I'm with you.
24 what -- I can't imagine why it would be privileged. 24 Q. So Baker Tilly did work for the districis
Page 43 Page 45
1 MR. HOFFMAN: Please don't coach. You have to 1 beyond the annual audits, correct?
2 say it. 2 A. Multiple districts.
3 MR. KALTENBACH: T'mnot. I'm trying to 3 Q. Right. Okay.
4 explain why -- 4 A. Soyou're talking about multiple districts
5 BY THE WITNESS: 5 within the township proper?
6 A, It was the business manager of the LADSE 6 Q. Here is my point. Are you aware -- you
7 School District. 7 may or may not be -- that the -- that Baker Tilly g
8 Q. Who was that? 8 did work in addition to its work on the annual 2;
9 A, I'mgoing to say it was Don -- I den't 9 audits for the various member districis? If you i
10 remember his last name. He's since retived. I 10 don't know, then tell me you don't know. é
11 can - 11 A. Yeah, I don't know. Ithink this is what l
12 Q. Don? 12 you're asking me — I'll see if I can help you with %
13 A. 1think so. I can get that name for you. 13 this ~ is I do know that Baker Tilly and previous
14 Q. So Don complained to who about? 14 firms or firms prior to being Baker Tilly did a lot
15 A. He brought it aware to me that - he had 15 of accounting and financial work for a vast majority
16 asked — 16 of the districts within the township. You know,
17 Q. He had asked Healy? 17 Lyons Township.
18 A. No, he had asked me, "You're aware that 18 Q. That is not what I was asking you, so
19 you're paying for Lyons Township High School's 19 you're incorrect. Let me ask you a better question.
20 audit; how come you won't pay for our audit?" 20 Are you aware of the need for the
21 That's what I -- 21" performance of reconeiliation or balancing work as
22 Q. When did this conversation take place? 22 between the books of LT and the TTO?
23 A. It would have sometime probably in the 23 A. Yeah. .
'24  summer of'12 or early '13 after Bob had left. 24 Q. And ihe reconciliation or balancing work,
“I
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Page 46 Page 48 &
1 that's a responsibility of the TTO, correct? 1 invoices that you're trying to recover on, correct? E
2 A. 1t's the responsibility of both parties. 2 A. On behalf of which side?
3 Both parties have to report that on their andit or 3 Q. Well --
4 their financial statement. So if one doesn't agree 4 A. And I'm not entitled to bill my audit fees
5 with the other one, it's the responsibility of both 5 to Lyons Township. That's part of our pro-rata ]
6 ° parties to come to the number that they agree with. 6 billing. So it would not be in addition to that. %
7 Q. Soif - does your claim in this case 7 Q. We've been provided with general ledger |
8 for -- in the payment or for recovery -- Let me 8 statements, and we've been provided with invoices
9 start over. ' 9 that don't have a fremendous amount of detail on
10 Do you know whether the TTO's claim in 10 them.
11 this case relating to annual andit payments for LT's 11 A. From who? From who? From Baker Tilly?
12 annual audits, does that include work that Baker 12 Q. You. You've got invoices from Baker Tilly
13 Tilly did on reconciliation and balancing? 13 going back some years, and then you sent the whole
14 A. Ask me that again. 14 package to us.
15 Q. You've made a claim in this case for the 15 A. Okay.
16 . repayment of about a balf million dollars -- 16 Q. Okay? So my question is if there's an
17 A. Ithinkit's 511,000. 17 invoice that -- There are a number of invoices that
18 Q. -- ofthe money that the TTO paid over 18 relate to annual audit work. There are also some
19 many years {0 - 19 invoices that relate to unspecified services or that
20 A. Ithiek it was three years, wasn't it? 20 - relate to balancing work or something of the like.
21 Q. No. Itwas from 1995 through 2012. 21 So I'm trying to figure out from you if you can tell
22 A. Not related to the audits, no. It's a 22 me how broad your net is with respect to the Baker
23 much tighter window than that. 23 Tilly invoices.
24 Q. You'rewrong. 111 show you - 24 A. Ithink my net, as I stated before, is
Page 47 Page 49
1 A. Thave the letter that I wrote to them. 1 related just to the audit work.
2 Do you have the letter that I wrote to them? 2 Q. Okay.
3 Q. Isaw the letter. It's 2006 to '12. But 3 A. And I'd have to see those invoices and who
4 you want me to show you a copy of the complaint in 4 they were made out to, and there's a job code on it.
5 this case? ' 5 Is it specific to 204? s it just related to the
6 A, No. I'want to see the letter that I wrote 6 TTO? There's 13 different entities that we have to
7 because those are the facts that I can state to. 7 try to balance and get accounts right for, so I'd
8 Q. Okay. Well, the letter that you wrote, 8 have fo see the detail before 1 conld give yon more
9 which we'l look at, starts in 2006. Right? 9 detail.
10 A. Okay. 10 Q. You're aware that the TTO ifself is
11 Q. Here is my question. Are you just trying 11 missing many of the invoices of Baker Tilly for
12 to get back invoices of Baker Tilly that related to 12 which they're secking repayment, correct?
13 annual andit work or are you trying to get back 13 A. I'm not aware of that. A
14 invoices that TTO paid to Baker Tilly for any work 14 Q. So in your understanding, the TTO's claim
15 that Baker Tilly performed with respect to LT? 15 for repayment of Baker Tilly invoices for annual
16 That's my question. Or you don't know. You can 16 audit work is supported by an invoice for every
17 tell me you don't know too. 17 charge, correct? Yes or no?
‘18 A, Well, I don't know if I understand your 18 A. No, I'm not stating that.
19 question. I can give you an answer if I think I 19 Q. Are there missing invoices of the TTO?
20 understand the question. I'm looking to get hack 20 A. Idon't know.
21 the money that we paid, the TTO paid on behalf of 21 Q. You don't know one way or the other?
22 the audit fees for Lyons Township. 22 A. Idon't know.
23 Q. SoifBaker Tilly did any work relating to 23 Q. Okay. And are you aware of the TTO asking
24 reconciliation and balancing, that's not one of the 24
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Page 50

Page 52

1 A. Iwould have assumed we did; 1 have not 1 in, and I believe would break down the independence
2 asked for them personally. 2 of having one entity pay for the audit of another
"3 Q. I'masking whether you know that Bradshaw 3 enfity,
4 requested them from — 4 Q. And thaf's the basis upon which you
5 ‘A. 1don'tknow that. 5 believe that these payments were wrongful, correct?
[ Q. Okay. That's fine. And you shouldn't 6 A. Well, there's two things. They're
7 make any assumptions; you should only tell me what 7 wrongful in the payment that we didn’t approve them
8 it is you know. 8 or that they shouldn't have been approved; and
9 A. Okay. 9 they're wrongful in the payment that it did not —
10 Q. Unless you asked her to and assumed she 10 it broke, in my mind, the independence of the audit
11 did what you asked her to. 11 on both sides.
12 ‘What is it that you believe was either 12 Q. Why do you say that the TTO didn't approve
13 improper or illegal about the TTO's p:ayment forLT's 13 the payments?
14 annual aundits? 14 A. Because we would have approved it for all
15 MR. KALTENBACH: Tl object to the extent it 15 the districts. We try to be very fair.
16  calls the witness to formulate a legal opinion. But 16 Q. Well, are you saying thatthe TTO paid the
17 yOu can answer. 17 audit costs of LT for 20 years by accident?
18 BY THE WITNESS: 18 A. Again, I'm not agreeing that we paid the
19 A. We did not do that for other school 19 audit costs for 20 years, number one.
20 districts, and it's not within our purview. I'm 20 Q. Orhowever money years it was.
21 also concerned that it also breaks the normal checks 21 A. No. Isaid that earlier that I think that
22 and balances between audit. And as a fiduciary and - 22 they paid for them because LT was pressuring Bob to
23 a manager of their money, I would be concerned that 23 do things on their behalf.
24 if we paid for an audit, it might cause — the ' 24 Q. Okay. Butyou do agree that in the years
Page 51 Page 53
1 chance it could come into question that we were 1 that the TTO paid for the anmual audit costs for LT,
2 paying for somebody that could not be objective on 2 the TTO did so knowingly and voluntarily, yes?
3 the other side of an audit versus our anditor on one 3 A. The TYO as an entity, the TTO as it
4 side. I would have some concerns about that. Those 4 relates fo Bob specifically?
5 are my CONCerns. 5 Q. Either one.
6 Q. Well, you aware that Bob Healy asked LT to 6 A. Iwould not say that [ think the board was
7 use the Baker Tilly firm and its predecessors, 7 aware of that. I will say that I think Bob was
8 aren't you? 8 aware that he was paying those fees.
9 A. I'm not aware of that. 9 Q. But I showed you testimony from Judge
10 Q. FHow do you think it came to be that all 10 Hartigan who said that he believed that --
11 the districts and the TTO used the same auditor? 11 A. And 1 think I told you that I think he was
12 A. Thave no idea. 12 incorrect. )
13 Q. Is it your position that there's any -- 13 - Q. Okay. Have you talked to any of the other
14 and again, [ know you're not a lawyer, but I'm 14 board members who were on the board of trustees of
15 asking for your understanding. If you don't have 15 the TTO from 2012 and before about this issue?
16 one, fell me you don't have one. Are you aware of 16 A. 2012 and before. About the issues of
17 any legal bar to the TTO agreeing for all of those 17 audit fees? )
18 20 years to pay for the anmual audit costs of LT? 18 Q. Orreally anything. Have you ever talked
19 A. Can you ask me that question again? 19 to Domna Milich about anything?
20 Q. Are you aware of any legal bar fo the TTO 20 A. No. Idon't even know whe Donna Milich
21 for the 20-year period we'e discussing, agreeing to 21 is.
22 pay the audit costs of LT? 22 MR. HOFFMAN: Let's take a break.
23 A. I'm net aware of any legal bar. I'm aware 23 (Break from 2:03 p.m. to 2:13 p.m.)
24 of a financial bar, for which I do have a background 24
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‘Page 54 Page 56
1 BY MR. HOFFMAN: 1 A. Not20.
2 Q. Sir, I want to ask you some questions 2 Q.- Okay. Approximately?
3 about the interest issues that we started fo 3 A. Xwould guess five.
4 discuss. 4 Q. Okay. And what was the purpose of the
5 MR. HOFFMAN: Let's mark two more, please. 5 review and who conducted the review?
6 (Exhibits § - 9 were marked.) 6 A. We conduct the review in-house initially,
7 BY MR. HOFFMAN: 7 and then as per the memo, we sought counsel with
8 Q. Why don't you take a look at Theissen 8 Miller Cooper. We brought on a new audit firm,
9 Exhibit Number 8, which i8 a September 5, 2013 memo 9 Q. And what were the undistributed funds and
10 that you sent to all member districts, as well as 10 how did you find them in the financial statements?
11 Theissen Exhibit Number 9, which is 2 November 7, 11 A, Well, I think there was a line item that
12 2013 letter from Dr. Birkenmaier that [ believe was 12 said "undistributed funds" or "unallocated funds."
13 sent to all of the districts as well. 13 Q. And what was the total amount of
14 A. Okay. Number 8. You want me to look at 14 unallocated funds?
15 these both or one at a time? 15 A. Tdon't know that.
16 Q. Well, I just don't want to hide the ‘ball 16 Q. Was it -- Let's take a look at Theissen
17 from you. Why donft you take a look at Exhibit 17 Exhibit Number 9.
18 Number 9 because that may help you to testify 18 A. Uh-huh.
19 better. You only have to read the — I'm only going 19 Q. You've seen this Dr. Birkenmaier letter
20 to ask you about the first section on Exhibit 9, the 20 from November 7, 2013 before, correct?
21 Previously Distributed Interest section. 21 A. Yes.
22 A. Uh-uh. Okay. 22 Q. And you saw it on or about the date it
23 Q. Allright, sir. Ts Theissen Exhibit 23" bears? '
24 Number 8 a memo that you sent to the member 24 A, Yes.
Page 55 Page 57
1 districts on or about the date it bears, please? 1 Q. And it says: "We are, therefore,
2 A, Yes. 2 distributing $500,000 in interest income from
3 Q. And telt me what happened with respect to 3 previous years."
4 undistributed funds. 4 . Do you see that?
5 A, Based on this memo? 5 A. Yes.
6 Q. Your memo makes a reference to a review 6 Q. How was the $500,000 figure arrived at?
7 prior to your financial statements and you saying 7 A. I think in consultation with Miller Cooper
8 that there appears to be some undistributed funds. 8 and discussion on the board, I know that that was
9 Do you see that? 9 not the fotal amount.
10 A. Yes. 10 Q. What was the tofal amount?
11 Q. Okay. What's that all aboui? Tell me 11 A. I do not know the total amount. 1know
12 about it. 'What happened? 12 that it was not the total amount for the simple —
13 A. Well, as we reviewed the financial 13 Q. For - Go ahead.
14 statements, it looked like there were some interest 14 A. Let me finish. -- for the simple reason
15 earnings that had not been distributed to the school 15 that we were unsure of what the market was going to
16 districts. . 16 bear, and we usually hold back full allecation of
17 Q. Are we talking about the financial 17 interest in the event that the market goes go up or
18 statements of the TTO? 18 down. We don't want to assume that the quarterly
19 A. Yes. 19 payments are going to be equal. So I think this
20 Q. And which financial statements, 20 $5090,000 was a number that we defermined was as
21 approximately? For how many years back are we 21 farge as we felt comfortable with the net line item
22 tatking? 22 in the event that we had market conditions that
23 A, Oh, Idon't remember that. 23 would cause that te go down.
24 Q. A few or 20 or what? 24 So hypothetically, it could have been
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Page 58 Page 60
1 $700,000, and instead of doing all $700,000, we only 1 for one little thing.
2 did $500,000. 2 MR. HOFFMAN: Let the record reflect that I
3 Q. And that's your best recollection in terms 3 provided the witness with a folder containing the
4 of what the total - 4 TTO's anmual audits from 1995 through 2013.
5 A. No. I said hypothetically. It could have 5 THE WITNESS: So [ would assume it is going to
6  been 10 billion. 6 be on note 4, Unassigned Income.
7 Q. Okay. So youhave no idea what the totai 7 MR. HOFFMAN: Let's see if it is.
8 amount of undistributed interest was? 8 THE WITNESS: Nobody ¢lse would just change
9 A. Thave no idea the exact number of 9 this.
10 undistributed income, correct. 10 BY MR. HOFFMAN:
11 Q. Well, I'm asking you an approximate 11 Q. Take your time, sir.
12 number, not an exact number, sir, 12 A. Tdon'tsee it on this most recent one
13 A. And X don't know that. 13 that you have here.
14 Q. You have no idea? 14 Q. It's the 2013?
15 A. No. 15 A. Fiscal year 2013.
16 Q. It could have been $1 million; it could 16 Q. Asproduced tous. Alltight? And you
17 have been $10 million -- 17 don't see in that andit report any staterent of
18 A. It could not have been $10 million. 18 unpaid investment interest, correct?
19 Q. Why is that? 19 A. You mean undistributed -~
20 A. Because that would represent a piece of 20 Q. Undistributed.
21 our portfolio that was so large that that it would 21 A. —income?
22 — that would have not been able to hide ona 22 Q. Yes. Undistrib- - well, let's start
23 financial statement. 23 over.
24 Q. Could it have been in excess of 24 Is it correct that the 2013 TTO fiscal
Page 59 Page 61
1 $1 million? 1 year audit report does not contain any statement of
2 A. Itcould have been. ¥t could have been 2 the undistributed investment income for that fiscal
3 less than $1 million. 3 year? '
4 Q. You just don't know? 4 A. No, Idon't—1don't think X would say
5 A. Ido not know. 5 that; '
6 Q. Who would know that: Dr. Birkenmaier? 6 Q. Okay. Where is it? Take a look at the
7 A. She may know that. I mean, I think we 7 2013 audit, please.
8 could go back and look at the statements. If you 8 A. No. Iguess what I'm wondering is this
9 need to know the exact pumber, we can find it for 9 could be in another line item.
10 you. I mean, you have the audits, right? You can 10 Q. This is the entire - You're the financial
11 probablylook on your own audits and answer the 11 man. So this is your area of expertise. You tell
12 question. 12 me where that figure is, because you just testified
13 Do you have all of our audits? Do you 13 earlier that this was in the financial statement,
14 need them? i 14 A. Oh,Ithink the money is in the financial
15 Q. Yeah. They're in this folder. 15 statement.
16 A. Well, give me one and I'll take a look. 16 Q. Soin what -
17 Q. Sure. 17 A. So Iwill testify that that $500,000 is in
18 MR. KALTENBACH: Ifhe's going to read offa 18 this financial statement.
19 specific document, I want to make sure the record at 19 Q. Well, what you said earlier, as I
20 least reflects what that is. 20 understood it, is that the financial statements you
21 MR. HOFFMAN: Let's see how it goes. Il be 21 and Miller Cooper reviewed stated that there was
22 happy to mark them all, frankly. 22 undistributed investment income in the financial
23 MR. KALTENBACH: Ifyou want to, go ahead. I'm 23 statements, and I haven't seen it. So I want you to
24 comfortable not, ifhe's just going to reference it 24 be kind enough to show me where in the financial
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Page 64

1 statements there is a line item for undistributed 1 accounting laws, and that's why those things were

2 investment income. 2 changed; the language was changed, and the reporting

3 A. Idon'tknow if it would be om here. 3 mechanisms were changed. That's why there's a stark

4 Q. Well, you testified earlier that it was. 4 difference on that demarcation peint.

5 So if you want to correct that testimony? 5 Q. And what in the accounting laws — because

6 A. Read back what I said. 6 that's your area, not mine —

7 Q. That was hours ago, and we don't have the 7 A. No, I'm not a CPA.

8 time to do that. 8 Q. Okay. But you know more about this,

9 A. Well, I need — we need to be very sure. 9 obviously, because you just told me that. Whatis
10 We need to be very clear because there's two things. 10 your understanding of how the laws changed that
11 Acconnting language and what you're asking me are 11 caused that reporting to be removed from the
12 not necessarily the same thing. I would never 12 financial statements?
13 say -~ I would never use legal language. You have 13 A. Iden'tknow. Idon't know the logic. I
14 legal language; I do not have legal language. 14 know that when you -- when I looked at the financial
15 Undistributed income may or may not have a 15 statements, I asked that same question, what caused
16 line item. It may be interest earned income or 16 this. And our auditer said there was a change in
17 interest carned revenue that was undistributed, so 17 the way that we accounted for -- er the TTQ
18 it may be under the general fund of the interest i8 accounted for distribution and earnings within that
19 earnings. It would not say "undistributed.” We may 19 period of time.
20 have gone back and found out over time or over this 20 Q. Are you aware from your review of past
21 issue was, if there was $1 that was earned, we only 21 financial statements that the TTO did not distribute
22 distributed 80 cents. That would leave 20 cents of 22 1o the districts in each of the years from 1995
23 undistributed income. That would rot come up on 23 through 2007 the same amount of money that it earned
24 this. 24 in investment income; and then in some years it was

Page 63 Page 65

1 Q. Sir, based on my review of the financial 1 more and some years it was less and sometimes by a

2 statements, what I saw was that the financial 2 very significant amount. Are you aware of that?

3 statements for the TTO from 1995 through 2007 had 3 A. Yeah, I'm aware of that. That's the

4 either a net statement as to the inferest 4 normal market conditions. I mean, we're not in

5 distributed, either positive or negative, and that 5 the -~ this is not in a fixed return environment.

6 in certain years around 2007 and years before that, 6 So I would expect that that could vary wildly,

7 there was actually a three-line stated: the amount 7 materially. That conld vary from quarter to

8 distributed, the amount earned, and then the net of 8 guarter. I mean, if you had money in the stock

9 that. 9 market in August of '08 versus money that you bad in
10 And then in 2008 through 2013, there are 10 the stock market in June of '08, you saw a
11 1o statements as to the amount distributed or the 11 tremendous change. You went from possibly a
12 amount earnied or the net of those two numbers. And 12 positive gain to a completely negative gain. So it
i3 my question is - 13 does not surprise me that there was a difference in
14 A. Well, do you know why that is? 14 what was distributed or that they held some back X
15 Q. Thatis my question, sir. Why don't you 15  think Istated earlier that as a whele, our board 1
16 tell me. 16 would hold back money to see if the market condition §
17 A. Well, do you know why it is? 17 changed over a 12-month pericd before we distributed %
18 Q. Ido not know. 18 all of it. g
19 A. Okay. Does your client know why? 19 Q. Do you know why in some years the TTO paid ;‘%
20 Q. My client - I don't know everything my 20 significantly more to the districts in investment
21 client knows, so why dont you tell me while you're 21 income than the TTO actually earned on their pooled %
22 under oath. 22 investments? ﬁ'
23 A. Okay. Well, I was not on the board at 23 A. I have a belief, and the majority of the f
24 that time. But there was a major change in the belief is because the treasurer was not following ,3

N
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Page 66 Page 68
1 the state-mandated investment policy statement. 1 A. T'm not following. Ask me again.
2 Q. And are you aware that in many years there 2 Q. Sure. Is it your belief that the TTO in
3 was a very significant payment by TTO to the 3 the years that we're talking about here should have
4 districts that was well in excess of the amount of 4 paid to the districts, distributed to the districts
5  eamings on those pooled funds? 5  the money that the TTO earned on their pooled fiinds
6 A. I'm not— You'd have to give me an 6 except for perhaps a holdback to account for market
7 example. You'd have to show me an example. 7 conditions?
8 Q. Sure. 8 A. Yeah, that's what our board does. Ican't
9 A. Was it a distribution of principal? 9 speak to other boards, but that's what our board
10 Q. This is your company, sir. 10 would do.
11 A. Well, but you're asking me the question, 11 Q. Right. But what I'm saying is, do you
12 so I can't answer your gnestion unless I know what 12 know whether or not that's what the TTO did from
13 you're asking me. 13 1995 1020127
14 Q. Well, I get the difficulty of answering 14 A. T1don't kuow that. Idon't know that -
15 questions that go back in the past, but you have 15 I'm concerned that there's a negative distribution,
16 claims that go back in the past as well, and so I 16 50 I'd have to understand, was it a return of
17 have to ask these questions. So bear with me. 17 principal? Were there bond funds in there that were
18 A. Yep. ) 18 in the agency fund for a period of time that were
19 MR. KALTENBACH: For the record, Mike isn't 19 for capital expenses which could eanse that
20 asserting any claims in this lawsuit. My client is 20 discrepaney?
21 asserting claims in this lawsuit. My client is a 21 Q. Well, let me show you —
22 bedy politic. 22 A. Because lots of times if we have long-term
23 MR. HOFFMAN: Yeah, I think we get that. 23 money that comes in from a bond issue and it's not
24 MR. KALTENBACH: Thank you for the commentary. 24 going to be spent in a year or less, we may put it
Page 67 Page 69
1 BY MR. HOFFMAN: 1 in the agency funds so that it can get a greater
2 Q. So we're looking, sir, at the TTO 2 return, which is literally our single job as a TTO,
3 financial statement for the year ending June 30, 3 to get the highest return possible for the school
4 2004. Okay? 4 districts. If there was bond money in there that
5 A. Okay. ‘ 5 was drawn out, which in essence would have been
6 Q. And you see there's statement of revenues, 6 principai, that could account for whether there was
7 expenditures, and changes in the fund balance for 7 a difference like that.
8 that year, and there's a statement of earnings on 8 Q. Isthat, in fact, what occurred or --
9 investments of about 3.7 million, and then earnings 9 A. [Idon't know.
10 on investments paid out to school districts of just 10 Q. --are you speculating? )
11 over 6 million. Do you have any understanding of 11 A. Idon't know. That's total speculation.
12 why that happened? 12 But that would be an opinion that I might have on
13 A. No, no understanding.. That makes no sense 13 why there would be a material difference between
14 to me at all. ' 14 interest earned and distribution.
15 Q. IfIasked you the same question about all’ 15 Q. Well, let me show you the 2003 June 30
16 of'the other years for which that information i6 audit report. And this shows that interest on
17 appears, meaning ‘95 to 2007, would you give me the 17 investments net of distributions to school districts
18  same answer, that you don't know why it was done 18  exceeds $3 million. Do you see that?
19 that way? 19 A. Uh-huh.
20 A, Yes. 20 Q. Yes?
21 Q. Is it your belief that other than a 21 A, Yes.
22 holdback to account for market conditions, that the 22 Q. You have to say yes or no, not uh-uh.
23 TTO should have paid to its member districts the 23 A. Yes, Isee that. ‘
24 money that the TTO earned on their pooled funds? 24 Q. And do you know why that happened in 2003?
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Page 72

1 A, No. 1 MR. KALTENBACH: Hold on. Just make sure -
2 Q. Do you have any opinion as to why the TTO 2 let him finish answering if he's answering.
3 would have paid $3 million less to the districts 3 BY MR. HOFFMAN: ‘
4 than they earned? 4 Q. You're the one who gave Kelly Bradshaw
5 A. 1have no idea why they would do that. 5 this assignment to lock at the interest eamings,
6 Q. Does that give you any concerns in terms 6 correct? That's what she said.
7 of you making a claim against LT alleging that LT 7 A. Yes.
8 was paid in excess of $1.5 million in interest that 8 Q. And did you ask her in the course of doing
9 it didn't deserve during the '95 through 2012 time 9 that assignment to look at TTO's anmal audit
10 period? 10 statements?
11 A. No. 11 A, No, Idid not ask her to look at them
12 Q. Why not? Why doesn't that have any impact 12 specifically and say ""Please look at the audit
13 in terms of how the TTO actually distributed 13 statements." I asked her to look at them related to
14 investment income? 14 our in-house accounting and any journal entries or
15 A, Because if the TTO was going to distribute 15 transfers into anybody's fiduciary account, which I
16 investment income during that period of time, it 16 believe is what she did.
17 would have done it to all of its members, and it did 17 Q. Why didn't you have Kelly Bradshaw look at
18 not. What we're claiming is they did it 18 the annual audit statements of the TTO with respect
19 specifically and singularly to 204. So of that 19 to the payment of interest?
20 $3 million, if we're going to use that as an 20 A. Ididn't think it was relevant.
21 example, let's say 1.5 of that went to 204, the 21 Q. Why is it not relevant?
22 other 1.5, if they were entitled to that much, 22 A. Because that would not show a
23 should have been distributed to the other school 23 disproportion of payment in our overall agency fund
24 districts, which clearly it wasn't. That's what 24 that has 13 members. I wanted to sce specifically
Page 71 Page 73
1 we're claiming. 1 what was related to 204. So nothing in that - I
2 Q. Ididn't follow that, so say that again. 2 don't believe that those audit statements would show
3 A. So we have §1. 3 this was paid to 101, this was paid to 102, this was
4 Q. Yes. There's a net amount -- 4 paid to 103, this was paid to 104. X think it said,
5 A. You have $1. 5 This is paid to the district, funds to the district.
6 Q. -- onthe financial statement? 6 1 wanted to know what was paid, if anything was
7 A. Yes. We have $1. And let's say it's 7 paid, to 204 or any other school districts during
8 undistributed income. That dollar would be split up 8 that period of time that was not then equally
9 with all of the school districts. We're claiming 9 distributed to other school districts.
10 that L'T took 50 cents of that dollar; the other 50 10 Q. Isn't it true that when you first gave
11 cents was not distributed to the other school 11 Ms. Bradshaw that assignment, you asked her to look
12 districts. 12 only at District 2047
13 Q. And what is the basis of that claitn, sir: 13 A. 1don't remember that.
14 the analysis that Ms. Bradshaw did? 14 Q. Thaf's what she testified. Do you have
15 A, The analysis that our staff did, yes. 15 any reason to disagree with that testimony?
16 Q. Andthat analysis‘ did not look at all at 16 A. 1don't have any reason to disagree; I
17 the financial statements and what they said about 17 just don't know if that's what I said. I know that
18 distributions of investment earnings, correct? 18 when it came to light, what I mentioned before was
19 A. Xdo not know that. 19 that we believe that there was undue influence by
20 Q. You don't know? 20 TTO administrators and elected officials on Bob
21 A. 1do not know that, I know that we Iooked 21 Healy, but 1 was more concerned that we were seeing
22 at — 22 a pattern that 204 was taken advantage of that
23 Q. Well, you were the one that gave Kelly 23 office at the detriment of the other school
24 Bradshaw the assignment, right? 24 districts, which is whky we have a $4.6 millien
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Page 74 Page 76
1 lawsuit. 1 money is not invested independent or in a silo to
2 So if I specifically said, Please look at 2 109 or anything else.
3" 204, my basis was that I had enough belief that 3 Q. Iknow that. So teli me -
4 there were things there related to 204 that did not 4 A. Sowhen I said I -- miraculous issue --
5 apply to 109, 217, LADSE or anything else. 5 Q. --what's the - Stop.
6 Q. Specifically, who are the administers and 6 What's the 1.5 million that you refer to?
7 clected officials of District 204 that you believe 7 ‘What does it relate to and what are the details of
8 exerted undue influence on Healy? 8 the 1.5 million? Is that the total amount of the
9 A. [Ithink that there was conversations with 9 claim? )
10 our office that Dennis Kelly on numerous occasions 10 A. Yes. Yes. On several different
11 had come into Mr. Healy's office and browbeat him, 11 occasions --
12 yelled at him, demoralized him, screamed at him. I 12 Q. Okay. And how docs that relate to Sellers
13 believe that David Sellers, per the email — 13 specifically, given that Sellers was only there for
14 Q. Letme go one by one. Who said that? 14 some of the years?
15 A. Staff members in our office, 15 A. Because I think there's an email or 2 memo
16 Q. Which ones? 16 that talks about how Bob found interest that he
17 A. Tcan'tremember. ¥t was conversations we 17 distributed to 204 after a recent meeting, lunch, or
18  had around the lunch table. You'd have to ask 18 meal together.
19 Mr. Kelly on those dates. 19 Q. Okay.
20 Q. Okay. Next? 20 A. If that was the case --
21 A. Ibelieve that when I saw the emails 21 Q. Thats fine. You testified to that
22 between David Sellers and Bob Healy, and there was 22 carlier.
23 the, we'll call it, miraculously found $1.5 million, 23 A. Yeah. Yeu're not letting me finish,
24 I had concerns about that. 24 Q. Go ahead.
Page 75 Page 77 ;
1 Q. Tell me about the miraculously found 1 A. Soif that was the case, there would be
2 $1.5 million. 2 income that would be distributed to the other school
3 A. Well, I mean, we live in a world of 3 districts as well, So I know that, based on going
4 accounting and numbers. So if there was a 4 through the books, as Ms. Bradshaw's analysis is,
5 distribution that was going to be made to school 5 there was not other income that was distributed to
6 districts, it would be made to all school districts. 6 the other school districts during that same period
7 Q. What is the $1.5 million that you're 7 of time. So 204 was allocated money improperly,
8 talking about? You don't have to tell me about the 8 illegally — I don't know what the right word would
9 world; just tell me about the $1.5 million, 9 be, but it was not rightfully theirs. If there was
10 MR. KALTENBACH: Hold on asecond. Jay, you're 10 an interest — money that was left, it should have
11 cutting the witness off. And I understand the 11 been divided amongst all the accounts, not a single
12 desire to get through the deposition, but I think 12 school district,
13 it's improper. You're asking hima question; he 13 Q. Okay. You mentioned Kelly and Sellers.
14 should be allowed to finish his answer, just like he 14 Anyone else?
15 should let you finish your question. 15 A. I think we're okay with that right now.
16 BY THE WITNESS: 16 Q. We have to know for all times, so I have
17 A. So I think what we had mentioned before 17 0~
18 was you don'f find undistributed income, You don't 18 A. Those are the two that 1 know. Those are
19 find undistributed income specific to a single 19 the two that I know.
20 school district. We pool investments for the 20 Q. To the best of your knowledge, you're not
21 economic efficiencies of that. We pool investments 21 aware of any other individuals yourself? Yes?
22 so that we can drive down administrative costs. We 22 A. No. I'm not aware of any individuals
23 pool investments to give us a greater diversity and 23 myself, no.
24 give us a higher return for our districts, So 204's 24 Q. Okay. Temific. Thank you.
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Page 80

1 MR. HOFFMAN: Let's mark this, please. 1 0f $1,512,451. Do you see that?

2 (Exhibit 10 was marked.) 2 A. Yes, I do.

3 BY MR. HOFFMAN: 3 Q. And then that account is not -- that

4 Q. Mr. Theissen, I am handing you a document 4 1-999999 account is not present in the 2012 year.

5 that comes from the TTO's files that were produced 5 Do you see that as well?

6 tous inthis case. And this is the document 6 A, Idon'tknow. Idon'tsee what you're

7 exactly as we received it. It was a PDF file, and I 7 asking. .

8 prirted it out for our convenience. 8 Q. Okay. Allright. Well, let me ask you

9 I would like you to look through the pages 9 this because you're the financial guy. Docs
10 of this and tell me whether you have ever seen this 10 Theissen Exhibit Number 11 which has the general
11 document before, sir. 11 Teger for District 204 as maintained at the TTO for
12 A. 1don't think I've ever scen this document 12 2011-2012, does this document in any way help you to
13 in totality. 13 answer why the TTO made a cash deduction of just
14 Q. Okay. What parts of it have you seen? 14 over $1.5 million to District 204's account in June
15 A. Idon't know if I could factually tell you 15 of20117
16 I've seen any of it. 16 A. No, it doesn't help me. And I guess I'm
17 Q. So you've never seen this document before 17 looking at a couple different things. There's a
18 or any part of it before, correct? 18 similar that would bring my attention in July of
13 A. Idon't believe so. 19 2010 for approximately 1.5 for expenses.
20 Q. Okay. Now, page 1, there's a reference to 20 Q. It's a different number, isn't it?
21 Lo, L-o. Is that Lauralee Conway or is that someone 21 A. Yeah, Butit's similar enough — it would
22 else? 22 be similar enough it would cause me to look twice at
23 A, I helieve that would be Lauralce. 23 it.
24 Q. And you see onthe second -- on the first 24 Q. Do you know what that's for?

Page 79 Page 81

1 page and the second page, there is a one-sided entry 1 A. 1do not know what that's for.

2 for what's described as Audit Adjustment Interest in 2 Q. How would you find out what that's for?

3 Excess of $1.5 million. Do you see that? 3 A. Iwould probably have to ask someone.

4 A. Yes. 4 Q. Who would you ask?

5 Q. Do you have any understanding as to why 5 A. T'would probably ask what fund that it

6 the TTO reduced a find balance for District 204 in 6 came ont of, what the check went to, and do we have

7 an amount just over $1.5 million in or around June 7 backup for it.

8 0f2011? 8 Q. And what person in the TTO would you

9 A. No, I do nof lmow why. 9 ask ~
10 Q. Would it help you at all to see the 10 A. This was before me, so I don't know.
11 general ledger that comes from the TTO's files for 11 Q. Tkuow it's before you, sir, but we're
12 District 204's accounts for the years 2011 and 20127 12 dealing with lots of stuff before you. So my
13 Because I have that here, and I'd be happy to show 13 question is -~ you said you'd have to ask someone.
14 that to you. 14 My question is: Who specifically would you ask to
15 A. T'lbe bappy to take a look at it. 15 find out more about that journal entry?
16 Q. Allright, sir. 16 A. I probably would have started with Lo,
17 MR. HOFFMAN: Let's mark this as 11, please. 17 then I probably would have started with Kelly. [
18 (Exhibit 11 was marked.) 18  probably would have first started with Susan. If
19 BY MR. HOFFMAN: 19 they were to ask me this today, I would ask the
20 Q. All right, sir. I'm handing you the TTO 20 freasurer.
21 general ledger printout for District 204's funds for 21 Q. Okay. I'll ask her when I see her. How
22 2011 and 2012. And you'll see that in 2011, there's 22 about that? ‘
23 a journal enfry for the adjustment of inferest from 23 A. Perfect. So you're telling me this is
24 the audit on page 2 about two-thirds of the way down 24 the — What is this for, now?
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Page 84

1 Q. It's the TTO general tedger for District 1 Q. Let me ask you -- let me inferrupt you
2 204 contained in TTO's files. 2 there. Given that we're dealing with an
3 A. So money that we put into 284's account. 3 organization which a man was able to steal
4 Correct? Soif I see a negative here — I'm asking 4 $1 million, do all the debits and credits have to
5 you because you're asking me to make a judgment. 5 line up perfectly?
6 Q. This is a TTO document. [ am not 3 A. This would have to show up on 204's, which
7 testifying about the TTO's documient. If you don't 7 either means they would need to say, I was screwed
8 know how to read the TTO's general ledger, you can 8 out of 1.5 million or I just got 1.5 million that I
9 say that. I'm nof making any representations at all 9 wasn't entitled to.
10 about what this document means. I'm an attorney and 10 Q. Aud that's your speculation on what this
11 not an accountant. 11 document means, correct?
12 A. Yeah. Ithink this proves our point, that 12 A. It's not speculation. I'm just saying
13 this money was allocated inappropriately. A 13 there should be a corresponding accounting on the
14 Q. When you say the money allocated — 14 other side. That was the whole conversation we had
15 A. 1think these — 15 eartier on the checks and balances across --
16 Q. Youunderstand that's deducting -- I'm 16 Q. Even though it says on the top
17 sorry. Theissen Exhibit Number 10 is what we're 17 "one-sided"? Why does it say "one-sided” at the
18 talking about, yes? 18 top? What's your interpretation of that?
19 A. 1think you're saying — if you're telling 19 A. Idon't know. Idon't know who wrote
20 me that's our general ledger, any moneys would be 20 that.
21 transferred into the 204 account, out of our account 21 Q. Idont either. It's from your file, sir.
22 into the 204 account. 22 So you don't know what this is, Theissen Exhibit
23 Q. Could you take a look at Deposition 23 Number 10, correct?
24 Exhibit 10, please. You see that this is an 24 A. Idonot know what that is.
Page 83 Page 85
1 adjustment of inferest that reduces the cash of 1 Q. Great. Thark you.
2 District 204 in the amount of 1.5 million and 2 Let's talk about the assignment that you
3 change, yes? You do understand that, correct? 3 gave to Kelly Bradshaw with respect to interest
4 A. Idon't know if I do understand that. 4 payments to District 204. All right?
5 Q. So you think that this document, Theissen 5 A. Yes.
6  Exhibit Number 10, suggests that the TTO was paying 6 MR. KALTENBACH: I1 get a little more water.
7 to District 204 $1.5 million, or you don't know? 7 You continue.
8 A. Idon't know without looking at it in 8 MR. HOFFMAN: We'll wait a few.
9  totality. 9 BY MR. HOFFMAN:
10 Q. I'm taking that. 10 Q. During the 1995 to 2012 period, does the
11 A. No, there's another page I want to look 11 TTO have records showing all of the interest that it
12 at, ) 12 carned on the pooled investments of districts?
13 Q. That's fine. 13 A. Idon't know that. That was before my
14 A. Tmean, part of this is I would need to 14 time. I do not know that.
15 know what the account 99999 was, how that was coded, 15 Q. Do you have any understanding whether the
16 what it was for. 16 TTO can correlate the amount of money that it says
17 Q. Would LT have any way of knowing that? 17 it earned on investments to specific bank statements
18 A. Sure. Because this -- 18 or financial institution statements that would show
19 Q. How would they know that? 19 or verify those earnings?
20 A. This should show up. If we have the LT, 20 A. I'would hope that they do, but again, that
21 we should have a corresponding transaction on the 21 was before my time,
22 other side. So for every debit, there's got to be a 22 Q. So you don't know whether they do or do
23 credit; for every credit, there's got to be a debit. 23 not?
24 Well, this has got - 24 A. No, not during that period of time.
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1 Q. Okay. You asked - did you ever -- Strike 1 have been done.
2 that, 2 Q. Well, that's not what Bradshaw testified
3 You agree that after Healy resigned, the 3 to. She said you asked her to focus initially on
4 TTO was unable to detenmine where all of the 4 204. Da you disagree with that?
5 investments were among other banks and financiat 5 A. No, I don't disagree with that,
6 - institutions; that's what Bradshaw testified to. Is 6 Q. And let's talk about what exactly you
7 that correct? 1 asked her to do. Is it true that you asked her to
8 A. No, I don't agree with that. 8 compare Bob Healy's handwritten notes relating to
9 Q. Okay. So your understanding is at the 9 distribution of interest in each quarter to District
10 time Healy resigned, the TTO knew exactly what 10 204 and compare that to the general ledger and the
11 investments it had and exactly where those 11 quarterly interest payments actually made or
12 investments were for the districts' funds? 12 credited to District 204?
13 A. You're talking about the day he resigned 13 A. I could have asked her that, yes.
14 or are you talking about the period of time where he 14 Q. Well, I didn't ask you if you could have
15 found all the investments? 15 or if it is possible. I'm asking if you did.
16 Q. The day that he resigned. So Bradshaw 16 A. 1don't recall a conversation I had over
17 described a period of time in which the TTO could 17 five years ago.
18 not determine its investments and had to call around 18 Q. What did you ask --
19 to banks and wait for statements to come and 19 A. Itold youn what I asked her to do.
20 scramble around and figure out where all the money 20 Q. Okay. Did you see the -- What do you
21 was. So my point is what do you know about whether 21 understand she compared - What docurnents do you
22 the TTO was aware of where all the investments were 22 understand she compared in order to complete her
23 at the time Healy resigned? 23 analysis?
24 A. 1know that we went through an exhaustive 24 A. T think she looked at everything she had
Page 87 Page 89
1 search to find and to identify our investments, 1 at her disposal. So I think she looked at any of
2 where our investments were, who had them, how they 2 the journal entries, probably the notes we had
3 were being mapaged, and how much they were earning, 3 access to, any of the bank statements to make sure
4 and whether they were in compliance with the 4 that there was a corresponding transaction on the
5 investment policy statement. 5 other side. And she might have looked at any of the
6 Q. And you had to call — somebody had to 6 audit or work papers that we had access to within
7 physically call around to banks to see if they had 7 the office.
8 TTO money, right? 8 Q. You're speculating about what it is that
9 A Idon'tknow that. I mean, we checked 9 she did, and you really don't remember, do you?
10 with everything. We just found out that there was a 10 A. No, Ido remember.
11 potential theft, so we called anybody that we did 11 Q. You say you might have. You think she
12 business with or kad done business with to see if we 12 looked at all of those things?
13 had open accounts, 13 A. I'm quite confident she did. She's
14 Q. You asked Kelly Bradshaw to compare the 14 thorough. She's a qualified professional. She's
15 handwritten notes that Bob Healy had in his files 15 fantastic, She's a CPA. She's smart. She's one of
16 regarding payment to the districts to the general 16 the smartest persons I've worked with.
17 ledger statements of interest credited to the 17 Q. Let's take a look at --
18 districts for Disirict 204, right? That's what — 18 A. Ifthere was a rat hole, she found it.
19 A. There's 2 couple questions there. 19 Q. Let's take a look at her testimony, shall
20 Q. What did you ask Bradshaw — 20 we?
21 A. Ithink]Iasked Kelly to look at the 21 A. Olay.
22 allocation of interest across all the districts 22 Q. Go to page 64, please. And the question
23 compared against Bob's notes and see if it was done 23 to Ms. Bradshaw in the deposition is -- The question
24 in coxpliance with how the normal allocation should 24 was, starting in line 14:

é
.
<
i
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1 "Why don't you tell me who asked you to do 1 A. You're talking about this table? i
2 what in connection with interest paid to District 2 Q. Do you know what this table represents?
3 204 by the TTO for a period of years? 3 Do you know what she compared? li
4 Answer: "Mr. Theissen asked me to compare 4 A. This looks io me like — I'm assuming RH
5 the interest earnings that were received” — 5 is Robert Healy.
6 A. Hold on. Hoeld on. I'm not following. 6 MR. KALTENBACH: For the record, we're looking
1 Starting on line 147 7 at the first page of Bradshaw Number 3.
8 Q. Right. 8  BY THE WITNESS;
9 A. So before we — 9 A. Calculations versus general ledger.
10 MR. KALTENBACH: Right here (indicating). 10 Q. Yes. So what she told us -- and counsel
11 BY MR. HOFFMAN: 11 will correct me if I'm wrong. What she told us is
12 Q. "Why don't you tell me who asked you to do 12 she compared these Healy Quarterly Interest sheets
- 13 what in connection with interest paid to District 13 in Bradshaw Number 5 -
14 . 204 bythe TTO fora period of years?" 14 A. I'm looking at Bradshaw Number 3.
15 Answer: "Mr. Theissen asked me to compare 15 Q. These Quarterly Interest sheets, Bradshaw
16 the interest earnings that were received by District 16  Number 5, in my lefi-hand, not in front of you, and
17 204 in comparison to Mr. Healy's calculations and 17 these general ledger reports, Bradshaw Exhibit
18 what was actually reported in the general ledger."” 18 Number 7?
19 Question: "Did he explain why he wanted 19 A. OKkay.
20 you to perform this analysis? 20 Q. And then she also did an additional
21 Answer: "No." 21 - calculation with respect to pro-rata percentages
22 Question, next page: "Did he tell vou 22 that came out later. So this first column, which is
23 what he thought might be the problem and why a 23 supported by the backup behind it, compared Bob
24 compatison might be necessary?" 24 Healy's notes to the general ledger. Is that
Page 91 Page 93
1 Answer: "No." 1 consistent with your understanding of what you asked
2 Question: "When did this conversation you 2 her to do and what she did?
.3 had with Mr. Theissen about this project occur?" 3 A. Yes, I believe it is consistent with what
4 Answer: "Somewhere between probably 4 I asked her to do.
5 aroun'dA September of 2013." 5 Q. SoIwanttoask you -- and what she
6 Do you see that testimony? 6 testified to was that Bob Healy's notes, in her view
7 A. Yes. 7 or as she understood it, reflected what Healy
8 Q. Do you disagree in any respect with that 8 intended to distribute to the districts for each
9 testimony? 9 quarter. Is that consistent with your understanding
10 A. [Idon't disagree with that. 10 as to what those documents represent?
11 Q. So what she provided to us, sir, was — 11 A. No, Idon't think -- I don't think we
12 and you're welcome to seg it, this analysis -- This 12 would use the word "intend."
13 is Bradshaw Exhibit Number 3, the second version of 13 Q. Okay. That's the word she used. What
14 it with its supporting documnentation. You paid for 14 word would you use?
15 this and have seen it before, right? 15 A. Ido not know. I do not know what
16 A. T'veseenit 16  conversation you hiad with her. -
17 Q. And she provided to us as well copies of 17 Q. Okay. What is your understanding as to
18 the supporting documentation that she looked at. On 18 what the documents called Healy Quarterly Interest
19 the lefi-hand column, there were Healy Quarterly 19 sheets, which is Bradshaw Exhibit Number 5,
20 Interest sheets that she found in Healy's files. 20 represent? |
21 MR. KALTENBACH: I'msorry. Areyou asking him 21 A. 1 would assume these are -- f
22 to look at something specific? ' 22 . Q. Don't assume anything, f
23 BY MR. HOFFMAN: 23 A. ThenI don't know. Do you want mte to look l.g
24 Q. Correct? 24 at these? Because I probably need a day or two. %
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1 We'll have to come back. 1 Do you see that?
2 Q. Oh,no, no, no. Let's not be — 2 A. Yes,sir. So what is your understanding
3 " A. Issixinches of paper, and you don't 3 of what that column represents?
4 want me to assume? Truthfully? 4 A. Tt looks like it's the difference between
5 MR. HOFFMAN: Let's go off the record. 5 Bob's calculation and what was entered into the
6 (Discussion off the record.) 6 general ledger.
7 MR. HOFFMAN: Back on the record. You want to 7 Q. And why is that difference, to your
8 do it the hard way? We'll do it the hard way. 8 understanding, significant?
9 MR. KALTENBACH: I'm not doing it the hard way, 9 A. Because it shows me that what Bob
10 Jay. Hold on. I'm going to say something so the 10 calculated and what was entered into the general
11 record is clear on this. If's our record; it's not 11 ledger do not match.
12 yourrecord. Ihave no problem with you talking to 12 Q. Why is the assumption in this analysis --
13 the witness off the record in my presence. I think 13 A. This analysis? The one that I'm holding?
14 if you're going to start asking the witness about 14 Q. Correct, Why is the assumption in that
15  specific documents, that should be on the record. 15 analysis that Bob Healey's calculations as to
16 MR. HOFFMAN: Fine. That's perfectly 16 interest were the amounts that should have been paid
17 acceptable to me. I was trying to short-circuit 17 to District 204, and that any difference between
18  things and was trying to make sure the witness 18 that and the general ledger amounts constituted an
19  wasn't confused, but we'll do it all on the record. 19 overpayment?
20 No problem. 20 A. Because the code is very clear on the
21 BY MR. HOFFMAN: 21 distribution of earned income, so it really
22 Q. Sir, these are documents that Kelly 22 shouldn't take a calculation or an interpretation. -
23 Bradshaw relied on in calculating the approximately 23 1t's — if you have 10 percent of the pro-rata,
24 $1.5 million interest claim that you've made. What 24 you're allowed 10 percent of the calculation. So
Page 95 Page 97
1 these are, according to her, are Healy's files 1 there really shouldn't be a difference. This
2 relating to quarterly inferest payments. Are you 2 spreadsheet should say $1 million in interest
3 familiar with these documents at all? And I'm not 3 earnings, the pro-rata percentage, the journal entry
4 asking you to look at every page. There's obviously 4 that takes place.
5 quite a number of pages, but they're all for 5 Q. Is it your understanding that Bob Healey's
6 successive quarters in the relevant years. 6 calculations were always based solely on a pro-rata
7 Do you know what these documents are? 7 percentage distribution?
8 Have you seen them before? 8 A. No. I'would say this is proof they're not
9 A. No. 9 based on a pro?rata distribution. And I can say
10 Q. Are you aware, even if you haven' seen 10 that in regard to another school district. The
11 these documents in Bradshaw Exhibit Number 5, that 11 school district in which I live, Elementary School
12 Healy maintained records relating to interest 12 100, 101 asked about the interest calculations in a
13 paymenis? 13 similar meeting that Bob had with either Dennis
14 A. 1would assume that, yes. 14 Kelly or David Sellers, and he said I did go by and
15 Q. And you're obviously aware that the TTO 15 look and did find that you have some additional
16 has a general ledger that has joumal entries 16 interest earnings. 'That should never happen in this
17 relating o interest payments as well, correct? 17 environment,
18 A. Yes, 18 Q. So my point is why - as [ understand that
19 Q. So what is your -- So we look back to 19 analysis, Bradshaw Exhibit Number 3, the person who
20 Bradshaw Exhibit Number 3, the first column - I 20 conducted that analysis, Ms. Bradshaw, found
21 don't want you to have to read it out loud and waste 21 approximately a $1.4 or $1.5 million difference
22 your voice. The very first column says Fiscal Year, 22 between Bob Healey's handwritten calculations
23 and the second column says RH Calculation Versus 23 relating to interest and the interest as reflected
24 General Ledger, plus or minus $1,000 per quarter. 24 on the general ledger for District 204, comect?
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1 A. I think that's correet. 1 very simple. What documents did Bradshaw look at to
2 Q. Okay. So why is the assurnption that Bob 2 determine the amount that 204 actually received?
3 Healey's handwritten notes are the amounts that 3 A. Probably the general ledger.
4 should have been paid? 4 Q. Great. What documents did Bradshaw look
5 A. 'm pot following you. S at to determine what the law said District 204
6 Q. Okay. Do you understand what Kelly 6 should have received?
7 Bradshaw was doing when she did this report? 7 A. Probably their fund balance.
8 AL Yes. 8 Q. Do you know what she looked at?
9 Q. So she was -- she was comparing — and she 9 A. Yeah, it would have been their fand
10 explained it to us — the Healy handwritten notes 10 balance at that time. That's the only way you can
11 and said that that's the amount that District 204 11 determine what they would have been able to be
12 should have gotten. 12 allocated.
13 A. No, no, no, no, no, no. She was asked to 13 Q. How did you ~ What number did Bradshaw
14 compare what 204 received versus what the law said 14 use to determine the amount of interest that should
15 they should have received. If Bob Healey's notes 15 have been paid to all the districts in total?
16 were in there, that's not -- she may have used that 16 A. It would have been the interest earnings
17 as a check or as a benchmark, but our distribution 17 divided by your pro-rata share.
18 of income is very clear. You're entitled to see 18 Q. How did she find out what the interest
i9 this much income based on our poeled earnings. It 19 earnings were?
20 doesn't matter whether X want to make it a different 20 A. I'm assuming that she looked at the
21 number, you want to make it a different, Barry wants 21 statements related to the interest earnings.
22 to make it a different number. If you're entitled 22 Q. I'mnot asking yon to assume. I'm saying
23 to 11.468 percent, you get 11,468 percent. 1don't 23 where did she get the money — where did she get the
24 give you 12 percent. I don't give you 9 percent. K 24 data on how much interest in fotal -- Let me finish
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1 give you what your pro-rata share is. 1 my question. Where did Bradshaw get the data on how
2 Q. Igetthat So hereis my question. You 2 much total interest the TTO earned in each quarter
3 said that Kelly was asked to compare what 204 3 on the peoled investments of the districts?
4 received versus what the law said they should have 4 A. Y'm assuming that would have been
5 received? 5 reflected in each of the funds and the investment
6 A. That's correct. 6 statements.
7 Q. So are the documents in terms of what 204 7 Q. What investment statements?
8 received the general ledger entries? [s that 8 A. Well, we get an investment statement by
9 correct? 9 everybody who has it, holds an investment in our
10 A. Tthink that's the basis after what she 10 behalf.
11 saw was transferred to 204. She went back and did 11 Q. You doknow. Did you get them back then?
12 the math and said based on the amount — 12 A. Well, I wasn't there back then.
13 Q. You'e straying from my question. I'd 13 Q. Well, your claim relates to back then, not
14 appreciate it if you could focus my question? 14 now. Somy point is where did Bradshaw get the data
15 A. Okay. Idon't understand your question. 15 on the amount -
16 It's unclear. I'm not sure you even know what 16 A. Tcouldn't answer that for you. I
17 you're asking me. 17 conldn't answer that for you. 1 will say that we do
18 Q. Ido. 18 have interest earnings, and whether that was taken
19 A. No, you don't. You don't because I'm very 19 off of statements, whether that was taken off of
20 clear. Ifthere's a dollar, and they're entitled to 20 bank deposits, whether that taken off of wire
21 32 cents, they get 32 cents. They don't get 36 21 transfers, or whether that was taken off of old
22 because Bob wrote a memo. They don't get 31 cents 22 bonds which we clipped coupens and received $50 and
23 because 204 gets 32 cents. ) 23 - deposited it, there is a net amount that would have
24 Q. Ipetit. Here is my question, and if's a 24 been determined what would have been distributed to
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1 each school district. 1 Q. Why can't you answer that question?
2 Q. Would you be concerned to learn that Kelly 2 A. Would I personally have some concern?
3 Bradshaw testified that where she got the amount 3 Yes, [ would have some personal concern. My bigger
4 that should have been distributed to all the 4 concern would be was the interest allocation dene
5 districts was from Healey's own handwritten notes 5 fairly as per the school code. That's where my
6 thatT just showed you in this file, Bradshaw 6 bigger concern is.
7 Exhibit Number 57 7 I'll tell you that Bob Healy was a crook.
8 A. Would I be concerned -- 8 1 have no problem admitting that. So if there was
9 Q. Yes. 9 $1 million and it was not allocated properly to the
10 A. --ifKelly Bradshaw used that information 10 school districts, that's my bigger concern.
11 in her analysis? 11 Q. Soisn't that a problem if Bradshaw's
12 Q. Would you be concerned if the source of 12 analysis is based solely on Healey's handwritten
13 information about how much interest was earned by 13 notes to determine how much interest should have
14 the TTO on the district funds in every quarter came 14  been paid to the districts?
15 from Healey's handwritten notes and, by the way on 15 A. No,
16 top of that, in every single quarter was a round 16 MR. KALTENBACH: Objection to form.
17 number every time? 17 BY MR. HOFFMAN:
18 A. That's the soul source, you're saying she 18 Q. And why is that okay?
19 used? 19 A. Because if the basis of the analysis was
20 Q. Yes. 20 applied to all school districts, I'm comfortable
21 A. The absolutely sole source? 21 with that. What I'm not comfortable with — if
22 Q. Yes, sir. That's what she testified to. 22 that's the only number she had to go for, what I
23 A. And was it cqually applied to all school 23 would not be comfortable with is that school
24 districts? 24 districts got what they were not entitled to. So if
Page 103 Page 105
1 Q. She looked at District 204 because that's 1 everybody was applied the same amount, if the pool
2 what you told her to do. 2 was the same for all school districts, af that
3 A. So what's your question fo me? 3 particular time I guess I cannot say 1 would have a
4 Q. My question, again, is: Would you be 4 problem with it. What I would have a preblem with
5 concerned that Bradshaw's sole source of information 5 is if it was not distributed equally or properly.
6 about how much inferest was eamed on the pooled 6 Q. The analysis that Kelly Bradshaw did, is
7 investments in each quarter was from Healey's 7 it your understanding that that same analysis and
8 handwritten notes, and she never checked them 8 the docurnents that she looked at as applied to the
9 against bank statements, investment records, or 9 other school districts other than District 204 would
10 anything like that? 10 show that the other districts got the amount of
11 A. 1would have some concern for that. 11 money that they were supposed to get or that they
iz Q. And why would that be a concemn for you? 12 got less?
13 A. Because I think there would be other 13 A. Some of both. Some got more and some got
14 information she could gather from. 14 less.
15 Q. And do you think that other information 15 Q. And what is the basis for that claim?
16 would be more accurate? 16 A. The calculations that she showed me.
17 MR. KALTENBACH: Objection to form. 17 Q. Well, we havent seen them, so you
18 BY THE WITNESS: : 18 describe them to me. As it relates to other
19 A. Idon't know that. 19 districts, I've never seen them and they've never
20 Q. Do you have any concerns about the 20 been produced. So why don't you tell me about them.
21 accuracy of Bob Healey's handwritten notes with 21 What do they say?
22 respect to interest earned? 22 A. TIdon't remember at this point.
23 A. Idon't know. I would not know how fo 23 Q. Well, what districts got more and what
24 answer that question. 24 districts -~
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Page 106 Page 108
1 A. 1dor't know. There are 13 school 1 A. [ think it's immaterial based on their
2 districts. I don't know them all. 2 total fund balance.
3 Q. Iunderstand that. But they'e all 3 Q. How much morney are we talking about that
4 important, aren’ they? 4 was overpaid to the other districts? Give me a
5 A, They're all important, every single one. S ballpark.
6 Q. Sohow many of the districts other than 6 A. Idon't remember.
7 District 204 got more investment income than they 7 Q. Youhave no idea?
8 should have received during the relative period? 8 A. Noidea.
el A. Idon't know that. 9 Q. Tt was less than $1,000?
10 Q. More than one? 10 A. Yes, some were less than $1,000.
11 A. More than one. 11 Q. Not some, all. All of them were less than
12 Q. And do you remember which ones there were? 12 $1,000, ail of the differences?
13 A. No. 13 A. Ne.
14 Q. And what has the TTO done about that 14 Q. Okay. Were some big?
15 alleged overpayment of interest with respect to the 15 A. Well, what's big?
16 districts other than District 204? 16 Q. Well, any of them. You tell me. How
17 A. Tdon't think we've done anything with it 17 much --
18 at this point. 18 A. 1 think1 just told you that I don't think
19 Q. Why not? 19 any of them were material. So if you're talking
20 A. Because there arc some that are over and 20 about $1,000 on a $100 million portfolio, that's an
21 there are some that are under, and as it relates to 21 insignificant amount of money. If you're talking
22 the amounts, some of them were immaterial. They 22 about $500 on a $600 portfolio, that's material in
23 could have been rounding errors based on the 23 my mind.
24 accounting information that we had. There could 24 Q. You're saying that —
Page 107 Page 109
1 have been when it was booked, if it went over fiseal 1 A. So the fact — I'm telling you the ones
2 year. 2 that were under or over were immaterial. And if we
3 Q. Well, you're speculating and you're saying 3 needed to switch — correct those up at a future
4 that some of the amounts are immaterial. Does that 4 date, we would probably try to do that.
5 mean some of the amounts were material? 5 MR. KALTENBACH: You want to take a break?
6 A. No. They didn't give me an amount. So if 6 MR. HOFFMAN: Sure. That would be great.
7 it's $5 over, that's a rounding error or an interest 7 (Break from 3:18 p.m. to 3:29 p.m.}
8 miscalculation. 8 BY MR. HOFFMAN:
9 Q. Well, you have a detail - 9 Q. Sir, I'm going to show you what previously
10 A. Ifit's $5 under - 10 was marked as Healy Exhibit 4 in this case. And I
11 Q. We received a detailed analysis of your 11 believe this is the memo that yon made reference to
12 claim for interest with respect to District 204. 12 involving David Sellers and Bob Healy. Am 1
13 And_ now you're telling me that there are other 13 ‘correct?
14 districts that you believe got overpaid interest - 14 A. I don't kuow if it was this specific one,
15 A. I also said underpaid interest too. 15 but if you say so,
16 Q. Theard that. 16 Q. This is the one that your attorney showed
17 A, Ohkay. 17 to Bob Healy, so --
18 Q. SoI'm talking about the ones that were 18 A. Okay.
19 overpaid. 19 Q. That's what I'm guessing. Why don't you
20 A, Uh-huh. 20 tell me. This is, for the record, Healy Exhibit
21 Q. Have you made any effort to recover that 21 Number 4 is an August 1, 2006 email from David
22 money; and if not, why not? 22 Sellers to --
23 A. We have not proceeded down that path. 23 A. Yes, okay.
24 Q. Why not? 24 Q. --Bob Healy, and a further August 2nd --
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Page 110 Page 112
1 A. Follow-up. 1 total amount because I can't fake one paragraph —
2 Q. --2006 email from David Sellers to Bob 2 Q. Why?
3 Healy. 3 A. - and look at it -~
4 A. Yep. 4 Q. What I'm saying is what ~ based on these
5 Q. Do you see these? 5 two emails —
6 A. Uh-huh. 6 A. Iwould have concern based on this email.
7 Q. Are these the emails you were tatking 7 This email would lead me to believe that there was a_
8 about earlier in your testimony? 8 conversation that they thought that this rate of
9 A. Yes. 9 return was low, but the 280,080 brought in a rate of
10 Q. Have you ever spoken with either Bob Healy 10 return which 204 thought was acceptable. That's not
11 or David Sellers about the subject matters set forth 11 how you determine a rate of refurn. IfI'm going to
12 in this email? 12 talk to my financial advisor and tell him I want an
13 A. No. 13 8 percent rate of return, and he tells I'm only
14 Q. Do youknow of any other person who has 14 going to get a 6, and I find it unacceptable, he
15 direct personal knowledge of the circumstances being 15 can't make up 8 percent rate of return. The rate of
16 discussed inthese ermails? 16 return is what the rate of return is.
17 A. No. 17 Q. You need to listen carefully to my
18 Q. What is your understanding as to what 18 question, sir, please. Because what I'm asking you
19 these emails say with respect to any alleged 19 to do is quantify what your position is with respect
20 overpayment of interest? 20 to these emails as to the amount of overpayment, Am
21 A. Okay. Askme that question again. 21 I correct ydur view, your reading of these emails is
22 Q. Okay. Do these — you've testified 22 that LT got $280,000 more than they should have
23 earlier that, in your mind, these emails show that 23 gotten based on this back and forth? At least?
24 LT got too much interest from the TTO at this time, 24 Maybe there was other emails more,
Page 111 Page 113
1 correct? 1 A. Yes. I'would agree to that at least
2 A. Yes. 2 $280,000 more. )
3 Q. And based on these emails, what was the 3 Q. And then what is your, to your
4 amount of money that L'T got that was over and above 4 understanding, the statement in the email on the top
5 what it should have gotten? 5 where it says, "I understand that 280,000 was
6 A. Well, if you asked me based on this email, 6  already included and appreciate the increase of
7 it looks like an allocation of approximately 7 $172,165 that we talked through," what is your
8 $280,000. And interest was initially 1.451 million, 8 understanding as to that?
9 You indicated that there was an additional - you 9 A. Idonot know. IfIread this, X would
10 indicated there was 280,000 more to be added. The 10 say that it was 280 and an increase of 174, which
11 total interest for fiseal year '06 would then be 11 would give me 350 -- 452,000 and then how he wanted
12 approximately 1.7 million. The higher number gives 12 it distributed in the various funds,
13 us a good rate of return, while the lower number was 13 Q. Do you say 452,000?
14 the one I said amounted to just under 3.5 percent, 14 A. Ttwas already included.
15 which is low. Please confirm the amount for LT that 15 Q. Approximately, yes? Is that the sum?
16 we can count on for fiscal year '07, 16 You're better at math than I am,
17 That's not arbifration. This is — 17 A. So 447, it looks like.
18 Q. [Ijustasked -- I didn't ask you to read 18 Q. 447,000. And that's approximately the sum
19 the document, I asked you a very specific question. 19 0f280,000 plus 172,000. Yes?
20 [n your mind, what is the amount of money, based on 20 A. Yesah.
21 this, that was overpaid to LT, and your answer is 21 Q. Okay. And canyou explain then why in
22 280,000, correct? 22 Bradshaw's analysis that -- let's see. Hold on.
23 A. Related to this email, there was another 23 So do you have any understanding as to why
24 allocation of 280,000. I don't know if that's the 24 Bradshaw concluded in her analysis that the amount
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Page 114 Page 116
1 of overpayment for fiscal year '06 to LT was 1 A. Memo.
2 $391,000 plus change? 2 MR. KALTENBACH: No, you said email.
3 A. Nope. [ do not know how she would get to 3 MR. HOFFMAN: Memo. You'e right it's not an
4 that. 4 email. 1 remember there used to be such thing as
5 Q. Isitpossible that there was no real 5 memos at one time.
6 ° thyme or reason as to how Bob Healy actually 6 BY MR. HOFFMAN:
7 distributed interest as opposed to considering the 7 Q. So you see the minutes of the March 21,
8 interest that was earned and the interest that was 8 2000 meeting, right?
9 paid? 9 A. Yes.
10 A. Is it possible? 10 Q. Aund youre very familiar with these
11 Q. Yeah. 11 minutes and you've talked to the press and other
12 A. It's possible. 12 people about these minutes, right?
13 Q. Andis it possible that his lack of 13 A. Yes.
14 precision, if you will, wasn't solely focused on 11 Q. Okay. When was the first time that you
15 District 204, but actually affected all the 15 personally saw the minutes of this meeting?
16 districts? 16 A. Gee, Idon't know. Four years ago.
17 A. Of course, because if it affected one, it 17 Q. Did you sce the minutes of this meeting
18 affects all. 18 prior to the board authorizing the TTO's attorneys
19 Q. What I'm saying is — 19 to file the lawsuit in this case?
20 A. As a pooled investment, if in the event 20 A. I believe we did, yes. I believe I did.
21 they were overpaid or underpaid, that affects all 21 Q. Allright. Terrific. Have you ever
22 school districts. 22 spoken with Russell Hartigan about what occurred at
23 Q. IfBob Healy was making arbitrary payments 23 this meeting on March 21st of 20007
24 of interest, are you saying that his arbitrary 24 A. No. Like I said, I don't think I've ever
Page 115 Page 117
1 payments of interest would have always favored 1 met Russell Hartigan.
2 District 2047 - 2 Q. Have you ever spoken to -- Okay. And fair
3 A. T'm not saying that, I'm not saying that 3 enough that you've never spoken with Bob Healy about
-4 at all. What I'm saying is if any school was 4 that subject either, have you?
] overpaid or underpaid, it affects all school 5 A, No, Ihave not.
6 districts because it takes out of the collective 6 Q. And Joseph Nicola is unavailable because
7 investment pool. So if the collective investment 7 he's deceased, right?
8 pool, if somebody is paid more or less, then it 8 A. Yes.
9 affects the overall interest of the pool, which then 9 Q. And Donna Millage was not present at this
10 affects the other school districts when it's time 10 meeting, correct?
11 for their distribution. 11 A. According to the minutes, no. I don't
12 Q. All right. 12 know Donna. So if she was marked as absent, that's
13 Let me show you a document that we've 13 what I have o go on.
14 previously marked as Conway ~ we're going to switch 14 Q. You have no reason to doubt that, right?
15 gears and we're going to talk about this claim that 15 A. No.
16 the TTO made for alleged underpayments of pro-rata 16 Q. Okay. So the three people who were at
17 expenses. Okay? 17 this meeting were Russell Hartigan, Joseph Nicola,
18 A. Okay, 18 and Bob Healy, correct?
19 Q. I'm going to show you the minutes of a 19 A. Yes. Atleast those three.
20 meeting that the Board of Trustees held on March 21, 20 Q. Okay. And the two people amongst them who
21 2000, that's Conway Deposition Exhibit Number 5. 21 are Tiving, Russell Hartigan and Bob Healy, were
22 It's two pages of minutes as well as an a'ttachment 22 deposed in this case. Do you know that?
23 of a February 29, 2000 email from Lisa Beckwith at 23 A, Yes. l
24 LT to Bob Healy. 24 Q. And do you know what they said about this
|
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1 meeting? 1 A, Yes, I think that's what they're stating,

2 A. No. 2 yes.

3 Q. Areyou interested to know what they said 3 Q. And so how is it that you've never seen
4 about this meeting? 4 this document before if it's so critical to the

5 A. Sure. 5  case?

6 Q. Okay. Why is it that three years into 6 A. Well, this constitutes a meme to me; this

1 this Jawsuit - well, strike that. 1 is not a contract.

8 Let me ask you to take a look at the 8 Q. Sounless it's signed by both parties -

9 bottom of page 1, please. 9 A. Soany agreement -- any agreement that we
10 A. Okay. 10 would have with 204 would have fo be governed by
11 Q. And it talks about Healy submitting to the 11 interlocal goverpmental agreement. So I have never
12 trustees proposals from 204 saying "this office 12 seen anything in our board minutes —

13 absorbed certain payroll, accounts payable, and 13 Q. Let meask you this question.

14 computer processing expenditures by District 204." 14 A. Wait a second. I'm not done.

15 Do you see that? 15 So to me this does not constitute a

16 A. Yes. 16 contract. And I don't know whether it legally

17 Q. And is your understanding of the proposal 17 constitutes a contract, 1 just know that the board

18 the attached February 29, 2000 memo that was 18 president of the Lyons Township School and trustees,

19 attached to the minutes? Is that what the proposal 19 when we approve a contract, we approve it. We take

20 is that they're talking about in the minutes? 20 aformal vote. We ask our attorney for counsel. Is

21 A. Well, this looks like it's a job 21 thisa proper form? Is this a proper statute? And

22 description or a cost allocation. 22 we have a signed agreement between parties. So I

23 Q. Have you ever seen the February 29, 2000 23 don't think that this rises, in my opinion, as a

24 memo from Lisa Beckwith to Bob Healy? 24 Ievel of a contract. 1don't see any response -1
Page 119 Page 121

1 A, No, I don't think I have. 1 don't see any response for us.

2 Q. You've never seen this? 2 Q. Let me ask you about the intergovernmental

3 A. Tdon't think so. 3 agreement part of it. Why is it your belicf that

1 Q. Do you have any understanding of what this 4 this type of agreement would have required an

5 Febrmary 29, 2000 memorandum is? 5 intergovernmental agreement?

6 A. Ttlooks like to me a cost allocation of 6 A. Because these are two independently

1 their staff. 7 elected boards. These are two governmental

8 Q. Anditsays: "Following is a list of 8 entities. Tt's just like two corporations doing a

9 responsibilities that District 204 proposes become 9 deal would be governed by a confract. We're elected
10 the direct cost and responsibility of the Township 10 township-wide; 204 is elected by a subset of the
11 Treasure's Office." Do you see that? 11 township. So these are two political subdivisions
12 A. Yes. 12 that I think would have to agree via confract if
13 Q. Ard then there's a mmber of amounts. And 13 they're going to share costs, do anything else.

14 then at the bottom, it says: "An invoice will be 14 ‘X know we have contracts with our eopy

15 sent to the township treasurer in May with receipt 15 machines. We have contracts with our accounting
16 of funds expected prior to the close of the fiscal i6 firms. I know with my homework that LT has

17 year." Do you see that as well? 17 contraets with bus companies, with football coaches,
18 A. Yes. . 18 with superintendents that are all signed,

19 Q. And whether or not you've seen this 19 decumented, and board approved.

20 particular memorandum before, isn't this correct 20 Q. So in your view, there should have been an
21 that this is what LT has said in this case reflects 21 intergovernmental agreement or contract between LT
22 the agreement between the parties by which the TTO 22 and the TTO with respect to this issue?

23 agreed to pay the costs of LT's business functions 23 A. Yes.

24 24 Q. Would any of the other districts, in your

that the TTO would otherwise have to perform?
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1 view, have had to have been signatories to that 1 Q. Idon't want to put words in your mouth.
2 intergovernmental agreement for it to be effective 2 Why don' you state it?
3 on this particular subject matter? 3 A. 1think there was a belief between Bob
4 A. [In my opinion, no. 4 Healy and District 204 related to this so-called
5 Q. And why is that? 5 agreement that you claim.
6 A. Because we're an independently elected 6 Q. Are you saying that the trustees were
7 board. 7 unaware of this course of dealing?
8 Q. Now, you see on page 2 it says: "A motion 8 A. Yes,
9  was made by Russell Hartigan, seconded by Joe 2 Q. So there's no question pending. Tllask
10 Nicola, to accept the proposal given to the Lyons 10 you a question in just a moment.
11 Township Trustees of Schools by Cook County High 11 Sir, I'm going to show you a portion of
12 School District Number 204." And there are two 12 Bob Healey's deposition testimony taken in this
13 "aye" votes and zero "nay" votes. Do you see that? 13 case. Let me see if I can find a clean copy of it.
14 A, Yes. 14 MR. HOFFMAN: Do you have Healey’s?
15 Q. And what is your position as to what it 15 MR. KALTENBACH: Yeah.
16 was that the board accepted as reflected in these 16 MR. HOFFMAN: Thanks. Appreciate if.
17 minutes? 17 BY MR. HOFFMAN:
118 A. Well, I would assume it's this 18 Q. Sir, I'd like to direct your attention to
19 correspondence. They received this memo to review. 19 the testimony that Bob Healy gave in this case at
20 Q. Right So what is it are you - are you 20 pages 116 through 117 and ask you to read that to
21 taking the position that the acceptance by the board 21 yourself, please.
22 of this LT proposal was ineffective because of the 22 A. 116 through 117?
23 lack of intergovernmental agreement? 23 Q. 116 through 117, yes, sir.
24 A, No. Ithink ymi asked me what the term 24 A. Okay.
Page 123 Page 125
1 "aceepted" means. 1 mean just like this. 1 Q. Actually, through 118, please.
2 (Indicating.) You just accepted that from me. 2 Have you read that testimony, sir?
3 Q. Soyou're saying "accepting” means 3 A. Nope.
4 recognizing the receipt of, but not agreeing to it? 4 Okay. I'm through.
5 A. Exactly. 5 Q. You see that Bob Healy testified in his
6 MR. KALTENBACH: Let the record reflect -- you 6 deposition that he informed the trustees that the
7 don't have to laugh fyou don't like any of his 7 TTO was paying for the cost of LT's business
8 answers, Jay. It's so unprofessional — the 8 finctions during the relevant years and then
9 witness, as be was speaking, handed the exhibit in 9 discussed those costs with the trustees during that
10 front of him to M. Hoffiman, who has now given it 10 time period. Correct?
11 back. 11 A. Yes, I see where he's saying that.
12 BY THE WITNESS: 12 Q. Do you have any reason to doubt that
13 A. 1would assume if this was a confract, 13 testimony?
14 they would have sent an approved proposal. 14 A. 100 percent.
15 Q. So you are aware, sir, that there was a 15 Q. What is your reason to doubt that
16 12-year course of dealing between the parties from 16 testimony, sir? Why are you claiming that the
17 2000 to 2012 by which LT received the pro-rata 17 trustees were not aware of this course of dealing?
18 expense billing from the TTO, offset the cost of its 18 A. 1 think Bob was less than forthright and
19 business functions, and if there was a net payment, 19 honest with the trustees, And as I said before, I
20 sent that net payment to the TTO, which the TTO 20 think because 204 continued to pressure, cajole, and
21 accepted. You're aware of that, right? 21 force him, he did that to appease them. He did not
22 A. Yes, I'm aware of — I don't think it's 22 let the trustees know the full extent of whatever
23 exactly as you stated. But I'm aware that they 23 was going on between 204 and the TTO office.
24 think that -- 24 Q. You've never spoken with any of the
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1 trustees, though, have you? 1 additional staffing?
2 A. No, I have not. 2 A. Yes,Iam.
3 Q. Has anybody -- did anybody associated with 3 Q. And what is the basis for that claim?
4 TTO ever interview the trustecs before the filing of 4 A. Because right now we handle it with less
5 this suit and report to you on that? 5 people than what was in that office now with bigger
6 A. No. 6 numbers within our staff at the TTO office. So we
7 Q. So your disbelief of what Healy says he 7 handle for 13 school districts with roughly eight
8 told and discussed with the trustees is based on no 8 and a half people. We had more people than that, X
9 actual evidence? S believe, at that time. So we handle more
10 A, It's mine and my own. 10 transactions, larger numbers, more checks, more
11 Q. Ht's your belief? 11 payables, more payrolls at the current time than
12 A. My belief, mine and mine alone. 12 they did then with less people. So I do not believe
13 Q. And you have no knowledge as to what 13 . - that there would have to be an addition to staff,
14 exactly the trustees were told with respect to this 14 And there clearly would not be an addition to staff
15 issue? 15 based on that memo you just showed me where they're
16 A. Thave as much knowledge as you or Barry 16 trying to allocate three people to it. That's just
17 or anybody else. We weren't there. 17 absurd. Completely absurd. That totally goes
18 Q. Well, I wasn't there, but Bob Healy was. 18 against the whole notion of why the TTO exists as 2
19 Yeah? 18 consolidation of government.
20 A. 1don't accept Mr. Healy as an honest and 20 Q." Why does the TTO exist?
21 forthright man. 21 A. As a consolidation of government.
22 VQ. Okay. Now, Mr. Healy said that the 22 Q. Ttdoesn't exist in any county other than
23 trustees were aware of and approved the expenditures 23 Cook, right? It doesn'texist in any county other
24 the trustees made to LT for LT's business functions 24 thanCook, does it?
Page 127 Page 129
1 when they approved the expenditures of the 1 A, Idon't believe so.
2 treasure's office as a whole? 2 Q. It doesn't. And sowhy is the TTO so
3 A. And thaf's just not even a factual 3 important if every county other than suburban Cook
4 statement. Because we never made expenditures to 4 County is able to do without it?
5 204. We never made expenditures to 204, So that 5 MR. KALTENBACH: Aside from my standing
6 alone is not even a factual statement. That would 6 objection of relevance, I'm going to argue this line
7 indicate that we paid 204 to do work for us. 7 of questioning is argumentative.
8 Q. Isnft that what you essentially did, ' 8 MR. HOFFMAN: He brought it up.
9 outsourced the work to 204 that the TTO would 9 BY THE WITNESS:
10 otherwise have to do in-house — 10 A, Well, I think it exists because when done
11 A, They didn't do any different. There was 11 correetly, it lowers costs, it yields a higher
12 no change in workload. 12 retarn, and it creates an additional checks and
13 Q. But this - isn't it correct that the TTO 13 balances related to school districts and the money
14 would have had to hire additional people? 14 that they manage from a safety net perspective.
15 A, No, that's not correct. 15 Q. And how did that work under Bob Healey's
16 Q. Really? . 16 stewardship?
17 A. No, that's not correct. We don't know 17 A. It did not work well,
18 that. I don't think the workload changed. I don't 18 Q. And who is the check and balance on Bob
19 know that. 19 Healy?
20 Q. So you're saying that the personnel at the 20 A. Well, in theory, it should have also been
21 TTO from 2000 to 2012 that were handling the 21 the school districts, their accountants and their
22 workload of all of the districts other than 204 for 22 law firms. Because anything that was -~ it's
23 things Iike accounts payable and payroll conld have 23 incomprehensible to me that a school district and a
24 also handled District 204's work without any 24 school district board and their auditor can get a
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Page 130 Page 132
1 rate of return that exceeded the market from the TTO 1 question on page 42 of his deposition.
2 without asking a follow-up guestion. 2 Question: "And you were aware, Sir,
3 Q. Youunderstand, don't you, that from 1995 3 that from the year 2000 to the remainder of your
4 through 2012, the TTO provided very little, if any, 4 term as trustee, that the TTO was paying for certain
5 information to LT with respect to the interest 5 business functions performed at District 204, i
6  payments that they received? 6 correct?" {
7 A. No. 7 Answer: "l think so." b
8 Q. You claim otherwise? 8 Do you see that? ;
9 A. Iguess Idon't claim one way or the ] A. Yes,
10 other. 1know that based on the memo you just 10 Q. And doesn't that indicate that Judge
11 showed me that 204 thought that 3.5 percent return 11 Hartigan believed that he was aware as a trustee of
12 was more in line with what they thought that they 12 the arrangement that the TTO had with District 2047
13 wanted, so they were clearly monitoring the return 13 MR. KALTENBACH: Objection as to the lack of
14 they were getting from the TTO. 14 foundation.
15 Q. Is it your understanding that in the time 15 BY THE WIINESS:
16 period, the entire time period which you have a 16 A. Yeah, I don't know what the judge was
17 claim claiming interest, that LT was just as able to 17 thinking at that time,
18 determine the amount of the interest that should 18 Q. Well, he's answered that he believes — he
19 have been paid o LT as the TTO was? 19 thinks so. So that means no?
20 A. No. No. 20 A. Ii could be he's unsure.
21 Q. Why is that? 21 Q. You think "I think so" could be the same
22 A. Because they would not have access to the 22 as "no"?
23 overall portfolio, and they would not know the 23 A, He could be unsure.
24 expenses associated to it. And I do not know what 24 Q. But you never actually bothered to speak
Page 131 Page 133
1 that portfolio was at that time, but right now that 1 with him and find out what he knows or doesn't know,
2 portfolio is anywhere between $240- to $600 mitlion 2 right?
3 depending on tax collections. 3 A. No, I have not.
4 Q. I'mlistening, 4 Q. And is that important to you or not
5 A. So for 204 to determine what they thought 5 important?
6 their ailocation is, they might be able to get 6 MR. KALTENBACH: I'm going to object as I
7 close, but they would not know the interest 7  think-
8 expenses, they would not know the administrative 8 BY MR. HOFFMAN:
9 fees, they would not know some things like that 9 Q. 'With respect to this issue, do you view
10 within the portfolio. 10 Judge Hardigan's recollections as a trustee as to
11 Q. Iknow you haven't read Judge Hardipan's 11 what he knew about this payment for business
12 deposition transcript taken in this case. I'd like 12 functions issue as significant or not?
13 to direct your attention -- well, this is it. Tt 13 MR. KALTENBACH: I'm going to object. Although
14 just has some haildwriting onit, 14 there's a standing relevance objection, I'm going to
15 On page 42 of Hardigan's deposition - 15 object that it's as argumentative.
16 MR. HOFFMAN: You don't have it there, do you? 16 MR. HOFFMAN: Fine. You can answer.
17 MR. KALTENBACH: Hardigan's? 17 BY THE WITNESS:
18 MR. HOFFMAN: Yeah. 18 A. DaXthink it's relevant to this
19 MR. KALTENBACH: No, I didn't bring it. 19 conversation?
20 MR. HOFFMAN: No, from today. 20 Q. Yes.
21 MR. KALTENBACH: No. 21 A. 1 think it's relevant. I don't think it's
22 MR. HOFFMAN: Okay. Fine. 22 appropriate.
23 BY MR. HOFFMAN; 23 Q. Why do you think it's not appropriate?
24 Q. So Russell Hartigan was asked this 24 A. Because I don't think he had full
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Page 134 Page 136 ’f
1 knowledge of the relationship between Bob Healy and 1 anything, Idon't see the word "recommend." kf you i
2 204. I don't think he was given full information. 2 show me the word "'recommend’’ - l?
3 Q. Okay. And that's based on your 3 Q. You can't glean that from reading this f
4 speculation, corect? 4 letter? In the first option, which is a deviation
5 A. That's based on my speculation. That's 5 from pro-rata billing, am I correct that Healy says ;
6 " based on, I believe, the actions of parties. I 6 it is extremely - simply put, it is highly unlikely {
7 think it's based on the response that we got from 7 that the boards of those other 11 tax bodies would ;
8 204 when we brought this to light. ¥ think it's 8 ever agree —
9 based on their continned response that they feel 9 A. Isce that
10 that they're beiug painted in an unfair manner. Seo, 10 Q. And then he goes on to the second proposal
11 yeah, no, I don't think that the judge, who F'm sure 11 and he says, "As to the funding of some district
12 is a fine man, knew the full extent of what was 12 functions, I would expect that when the trustees of
13 going on between 204 and Bob Healy. 13 schools takes into consideration these necessary
14 MR. HOFFMAN: Let's mark this as the next 14 increases, they would logically conclude...that this
15 exhibit. 15 is reasonable." You don't think that is —
16 (Exhibit 12 was marked.) 16 A. Idon'tsee "recommendation.” Iwould
17 BY MR. HOFFMAN: 17 expect — you said recommendation. You said did he
18 Q. Sir, I'm handing you Theissen Exhibit 18 recommend --
19 Number 12. Theissen Exhibit Number 12, have you 19 Q. You do not think that that's what he was
20 seen this before? This is a letter from Bob Healy 20 recommending? I will concede to you that that exact
21 to Lisa Beckwith at LT with a carbon copy to the 21 word is not stated in there. You're saying that yon
22 trustecs of the TTO. 22 can't tell from this lefter which course of proposal
23 A. Yes, 23 he was recommending?
24 Q. Have you seen this letter before? 24 A. Well, let me finish reading the rest of
Page 135 Page 137
1 A. Ibelieve that I have, yes. 1 it.
2 Q. Okay. And this contains ultimately five 2 Q. Fine. Iwould encourage you to notice
3 proposals that were possible between the TTO and LT, 3 that he rules out the feasibility of all four other
4 correct? 4 proposals.
5 A. Yes. It appears that way, yes. 5 A. Okay. I'm back on number 2.
6 Q. And is it your understanding that the 6 Q. Isn't it obvious that that is the proposal
7 proposal that, at least in your view, Bob Healy 7 that Healy expects the parties to proceed with,
8 pursued with respect to LT was the second proposal, 8 number 27
9 which is the fimding by Township School Treasure of 9 MR. KALTENBACH: I'm going to object.
10 some district finctions, which is at the top of the 10  BY MR. HOFFMAN:
11 second page of this document? 11 Q. Or do you read this in some other way?
12 A. Idon't—ask me that again. Which 12 MR. KALTENBACH: I'm going to object to the
13 proposal funding? 13 form of --
14 Q. There's five proposals here, ﬁght? 14 MR.HOFFMAN: Fine. Your objection is noted.
15 A. Right. We're looking at number 27 15 MR. KALTENBACH: You know, let me finish my
16 Q. Right And you read the letter. You're 16 objection.
17 familiar withit. You recognize that Bob Healy was 17 MR. HOFFMAN: | want to — it's very clear what
18 recommending proposal number 2, which was the 18 I'm asking this wiiness. Iwish he would just
19 funding by Township School Treasurer of some 19 answer the question.
20 district specific functions. You see that, right, 20 MR. KALTENBACH: Hold on a minute. Jay,
21 that was one of the five that he was recommending in 21 please, let's cut the commentary. All right? Ask
22 this letter? If you want to read the letter again 22 the question; he'll answer it. My objection is form i
23 to confirm what I just told you. 23 of the question, lack of foundation. 3
24 A. Idon't see where he says he recommended 24 MR. HOFFMAN: Fine. }
i
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Page 138 Page 140
1 THE WITNESS: So ask me again. 1 benefit to doing this?
2 BY MR HOFFMAN: 2 MR. HOFFMAN: I move to strike --
3 Q. There's five options laid out there, 3 BY MR. HOFFMAN:
4 right? 4 Q. That's an assumption, isn't it? !
5 A, Yes. 5 A. That's my opinion. i
6 Q. You've seen this letter before. Do you 6 Q. That's your assumption, isn't it?
7 have any understanding as to which option Healy was 7 A. It's my opinion.
8 proposing the parties proceed with, at least for the 8 Q. You just said, "I assume.” You made an
9 basis of further discussion? 9 assumption that —
10 A. 1think what he -- how I read this letter 10 A. My opirion —
11 is maybe the most reasonable chance that might be 11 MR. KALTENBACH: Hold on. Hold on a minute.
12 approved would be number 2. 12 THE WITNESS: It's my opinion.
13 Q. Fine. Terrific. You see that this 13 MR. KALTENBACH: Hold on a minute.
14 dooument reflects a copy to the trustees of the TTO 14 BY MR. HOFFMAN:
15 at the end, yes? 15 Q. You're speculating as to what might have
16 A. Yes. 16 happened based on no personal knowledge. I want to
17 Q. And you have no reason to believe that 17 stick to the facts, sir.
18 they did not receive a copy of this letter, do you? 18 MR. KALTENBACH: You know what, Jay --
19 A. Thave no reason to believe, no. 19 BY THE WITNESS:
20 Q. Andisn' it a fact that by receiving a 20 A. I'm reading this in context as a board
21 copy of this lefter, the trustees were aware, at 21 member.

.22 least at this stage of the negotiation, of the 22 MR. KALTENBACH: Jay, please, enough with the
23 different options and possibilities that were being 23 commentary, Okay? And I object to the last several
24 discussed between the two parties? 24 questions. It's just exceptionally argumentative.

Page 139 Page 141
1 A. Olay. Ask me that again. 1 BY MR. HOFFMAN:
2 Q. Isntita fact that by receipt of this 2 Q. Here s the thing, sir.
3 August 18, 1999 letter, the trustees of the TTO were 3 A, Me?
4 aware of the various options being discussed by the 4 Q. Yeah, Mr. Theissen. You are nof allowed
5 parties at this time? 5 to make assumptions. You're not allowed to guess
6 A. Yes, I would agree with that, X guess the 3 and you're not allowed to suppose. You're here to
7 - thing I would add is probably I look at the second 7 testify about the facts known to you. So Iwould
8 to the last paragraph, given all of these issues, 8 respectfully ask you to restrict your testimony to
9 it's hard to see what advantages a changeover would 9 what you actually know.
10 be to the operation of the treasure's office in all 10 A. OKkay.
11 13 other districts. 11 Q. Thank you.
12 So I read this as, well, he though maybe 2 12 A. So then I'want to rephrase that, I don't
13 was the most reasonable. There was no reason to do 13 know anything about that memo based on what 1 read.
14 this. It's not advantageous for the 1'TO to do this. i4 I don't know what the other people thought about it
15 It's 100 percent of how I read this. What advantage 15 And X don't know what 204 thought about it. And I
16 a changeover would be to the operation of the 16 don't know what Bob Healy thought about it.
17 treasurer's office in the 13 other districts 1 17 Q. Okay. Thank you.
18 serve. 18 ‘You asked Kelly Bradshaw to compile the
18 Q. Soinyour mind, Healy didn't want to 19 numbers on the claim for pro-rata expense payments
20 proceed with any of these options, as you read this? 20 that the TTO was making, correct?
21 A. That's how I would read this. 21 A. Yes.
22 Q. Okay. Terrific. 22 Q. And you asked her to do that without
23 A. I'massuming maybe the other board members 23 respect to the memos like the February 29, 2000
24 when they read this too would say, yeah, what's the 24 memos setting forth offset amounts that came from

138 to 141)
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Page 142 Page 144
1 LT, correct? 1 they?
2 A. Correct. 2 MR. HOFFMAN: Why don't you let me show this to
3 Q. And youre familiar with those memos, 3 you. Okay? Because this is the one that was
4 right? There's a whole series of them, yes? 4 actually marked as an exhibit in Healy Exhibit 1.
5 A. Yes. 5 BY MR. HOFFMAN:
6 Q. Imean, this is Exhibit Number 3. Are 6 Q. So have you seen this agenda, the minutes,
7 these the memos in the TTO's records - well, are 7 and Attachment T to them before? And take your
8 these the memos that set forth the alleged offset 8 time.
9 amounts for each year from 2000 to 2012 that you've S A. Tdon't know if I have seen this
10 seen before? 10 particular one before.
11 A. Oh, I don't lmow if I've seen all of them, 11 Q. Well, take a moment and take a look at it,
12 but I'm sure there are memos that have that. 12 please. The portion of the minutes that's relevant
13 Q. Youre familiar with these? 13 is page 10, by the way, to save you some time. And
14 A. Yeah. 14 ifyou turn to page 10, there's a reference to the
15 Q. Okay. Terific. 15 TTO, Exhibit T, and then there's a vote on the
16 A. Intheory, yes. 16 consent agenda by the board.
17 Q. And you told Bradshaw that there was no 17 A. Okay. Isee that.
iB8 agreement with the TTO based on your review of the 18 Q. Okay. So in testimony in this case, Lisa
19 minutes of the TTO, correct? 19 Beckwith, who is the business manager of LT, and
20 A. My minutes of the TTO and minutes of 204 20 Dr, Dennis Kelly, who is the superintendent of LT,
21 as well, 21 said that the agreement with the TTO on the payment
22 Q. Let's take a look at the 204 minutes, 22 of the costs of LT's business functions was
23 Healy Exhibit Number 1. 23 presented to the board at this meeting through the
24 MR. KALTENBACH: Which page? 24 submission of the memorandum from Dr. Beckwith and
Page 143 Page 145
1 MR. HOFFMAN: I didu't give one. Be patient. 1 was voted on and approved in the consent agenda, as
2 MR. KALTENBACH: No. For the record I laughed 2 shown on page 10 of the minutes. That's their
3 when 1 said that. 3 testimony.
4 MR. HOFFMAN: For the record I know yon meant 4 A. Okay. So I just want to make sure.
5 it lightheartedly. : 5 You're telling me all that would have been — should
6 BY MR, HOFFMAN: 6 have been — there's no discussion about this
7 Q. Let's start with the agenda for a June 19, 7 exhibit? There was not one word that was read into
8 2000 meeting of the board for LT. And these go in 8 the record?
9 chronological order, so use your numbers, please. 9 Q. This is part of the consent agenda, that's
10 Have you seen - there's an agenda and 10 correct. Because according to their testimony, they
11 then there are minutes. And following the minutes, ‘11 previously discussed and addressed it at the finance
12 there is an attachment to the agenda and the 12 mecting that preceded it.
13 minutes, which is Aftachment T as in Tom. And that i3 A. Otlay.
14 is a June 14, 2000 memorandum from Lisa Beckwith to 14 Q. There are other documents after that
15 the Board of Education. That Exhibit T is 15 document that are not part of the Healy Exhibit 1.
16 referenced in the agenda and minntes. 16 A. Ijusttrying to —okay. There it is.
17 A. Okay. 17 Q. Aad you'll see the Exhibit T, which is ~-
18 Q. So wait 18 Wait. Stop. You're gefting these out of the order.
19 MR. KALTENBACH: It keep it in order. 19 A. No,I'm not. Ican keep -- I know what
20 MR. HOFFMAN: No, no, stop. You take that 20 I'm doing. It goes right here.
21 back. You take yours back, please. And I'm going 21 Q. Okay.
22 to show you -- yeah, [ don't want it to get them 22 A. I'm not an idiot.
23 mixed up. 23 Q. Thank you.
24 THE WITNESS: They're the same thing, aren't 24

A. You have a question on this?
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Page 146 Page 148 §
3
1 Q. Yes. 1 agreement with the TTO was approved by LT's board on §
2 A. Okay. 2 this date as part of the consent agenda? E
3 Q. You want to take a look at Exhibit T? 3 A. Yes, I have a disagreement with that. i
4 A. T'm looking at Exhibit T, I've got it 4 Q. Tell me where you disagree with that.
5 right here. 5 A. 1don'tsce the agreement. I see a memo
6 Q. Yousee that Exhibit T has attachments to 6 that really talks about one year, '99 to 2000.
7 it? 7 That's a single year. ) :
8 A. Yeah. They're behind. 8 Q. Right.
9 Q. My question to you, sir, is in their 9 A. At the very least, it may be for that. )
10 testimony in this case, Dr. Kelly and Lisa Beckwith 10 But X don't see an agreement. I mean, if you want
11 stated - whether you agree with it or not we're 11 to show me an agreement.
12 about to find out -- that the agreement with the TTO 12 Q. Excuse me, sir. Let's follow up on that
13 on the payment for the cost of LT's business 13 testimony you just gave.
14 functions was presented to the board and approved 14 A. Okay.
15 through their consent agenda without specific 15 Q. Ifwe look solely at this fiscal year and
16 discussions, as reflected on page 10 of the minutes 16 don't talk about any other fiscal years --
17 of the board meeting on June 19, 2000. That is 17 A. Okay. Hypothetically, we're saying?
18 their testimony. And my question to you, sir, is 18 Q. Correct. Exactly. Do you have any basis
19 very simple. Do youhave any basis to disagree with 19 to disagree that L'T's board approved this agreement
20 that testimony; and if so, please tell me what that 20 for that fiscal year based on the minutes of the
21 basis is. 21 June 19, 2000 meeting and the vote taken on the
22 A. Tguess I'd like to read the testimony, if 22 consent agenda?
23 that's the case. And I do disagree with the basis 23 A. Ask me the question again.
24 of it. 24 MR. HOFFMAN: Read it back.
Page 147 Page 149
1 Q. Why? 1 (Record read as requested.)
2 A. Because this to me looks like if's a bill, 2 BY THE WITNESS:
3 Township Treasurer expenditures. Attached is the 3 A. Yes, I do have disagreement.
4 copy of the agreement. So is this a signed 4 Q. Based onwhat?
5 agreement? Is this a confract? What is this? 5 A. Well, based on the fact that right here it
6 Q. Agreement is the February 29, 2000 6 says Township Treasurer invoice. It doesn’t even
7 memorandum which is not signed, according to those 7 list it as a formal agreement. 1 mean, every place
8 witnesses. : 8 else you've got resolufion of prevailing wage,
9 A. February 29th. Where is the February 29¢th 9 appointments. It's very clear what the action is.
10 memo? 10 This looks like, to me, it's simply an approval of
11 MR. KALTENBACH: It's a couple pages back, so 11 an invoice. Q talks about interlocal governmental
12 keep flipping. ' 12 agreement cooperative to establish Illinois gas
13 BY MR. HOFFMAN: 13 cooperative. If this said Township Treasure
14 Q. It's specifically referenced in that 14 interlocal governmental agreement, then I wouldn't
15 memo - 15 have a question.
16 A. Now I'm getting into business forms. Ob, 16 Yeah, I think this is thin at best. This
17 here itis. Okay. 17 would not be in our minutes. We would have had a
i8 You're asking me does it constitute a i8 contract and a vote. A vote vote: 3-0, 2-0, 1-0,
19 contract? 19 0-3. This is payment of an invoice.
20 Q. We already discussed that. 20 Q. You mean your minutes currently during
21 A. So what are you asking me? 21 this time now that we're talking about?
22 Q. What I'm asking you is if you have any 22 A. Yes.
23 basis to disagree with the LT witnesses who said 23 Q. Okay. Very well. Thank you.
24 that this agreement that they viewed to be an 24 MR. KALTENBACH: Well, I'm not going to put a
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Page 150 Page 152
1 stopwatch on you ever in a deposition, but do you 1 the best of your wnderstanding? Iknow you're not a
2 have a sense of -- 2 lawyer, but it's important in this case to ask you
3 MR. HOFFMAN: I only have a few more minutes. 3 this.
4 MR. KALTENBACH: That's fine. 4 Is it your understanding that parties can
5 MR. HOFFMAN: We're doing well. I'm stit - 5 or cannot have an agreement that's written if the
6 THE WITNESS: Right in the middle of traffic. 6 parties don't sign it? Does that question make
7 (Discussion off the record.) 7 sense?
8 (Exhibit 13 was marked.) 8 A. Can the parties have an agreement if they -
9  BY MR. HOFFMAN: 9 don't sign it?
10 Q. Allright. Sir, 'm showing you Theissen 10 Q. TIguess let me ask you a better question
11 Exhibit Number 13. Will you be kind enough to 11 because that wasn't very good.
1z confirm this is a letter that you sent to Mike Pera 12 Can the parties have a written agreement
13 at LT on March 8th of 20137 13 if the writing that sets forth the terms of the
14 A. Yes, 14 agreement is not signed by both parties, to the best
15 Q. Allright. And you have -- is this letter 15 of your understanding? I guess it's a legal
16 you were talking about where you listed the Baker 16 question, but I'm asking what you thirk because your
17 Tilly audit charges? ’ 17 view Is important here.
18 A. This was the first set of them, yes. 18 A. 1think they can until that document can
19 Q. And this goes back to 2006, correct? 19 be finalized.
20 A, Yes. 20 Q. I'mnot sure T understand that. Explain
21 Q. Can you explain why the time range for 21 to me what you mean by that.
22 this letter was 2006 through 20127 22 A. 1think if there was a draft agreement
23 A. 1believe that's all we had uncovered at 23 between two parties and it was using the basis of
24 that point. 24 that for a period of time, that would be -- my
Page 151 Page 153
1 Q. And explain why that was. 1 opinion — would be a short window. I don't think
2 A. Tt's a leng period of time and a lot of 2 that an unsigned agreement survives a 20-year
3 paperwork. We just didn't get through all the 3 window.
4 paperwork. 4 Q. P'munot sure I follow you. I guess what
5 Q. Okay. Fair enough 5 I'm trying to figure out is can the parties have a
6 In the second page, you talk about the 6 written agreement, even though they don't intend to
7 lack of an agreement between the parties, in your 7 and never actually signed the agreement, put pen to
8 view, as to payment for L.T's business functions, 8 paper with their John Hancock?
9 correct? 9 A. Legally I don't believe that they can or
10 A. Yes. 10 they should. That's my opinion.
11 Q. And tell me what investigation you had 11 Q. Well, which one is it? Isitlegally that
12 done and the TTO had done prior to you sending this - 12 they can't do it or they shouldn't do it? I'm not
13 letter, sit. : 13 asking what they should do and what's prudent
14 A. Wehada meeting. I think I had met with 14 practicé, I'm asking your understanding what they
15 Mark, the superintendent. He had one other board 15 cando. So Ineed to ask you to clarify that
16 member there. I had our treasure there. Had asked 16 testimony.
17 for us to produce the so-called agreement at the 17 THE WITNESS: Read back what I said so I can be
18 meeting with Mr. Pera and — and Dr. Kilrea asked 18 clear.
19 for the agreement, the document that would have 19 MR. KALTENBACH: Can you read back his prior
20 governed this over this 20-year period of time, to 20 answer? :
21 which I still have not received. And then I asked 21 (Record read as requested.)
22 internally if we had such an agreement, being the 22 BY MR. HOFFMAN:
23 TTO. 23 Q. So let me clarify that, sir. I'm asking
Q. Can parties have a written agreement, to 24 you not what the parties should do in terms of best
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Page 154

business practices or what you would recommend or

Page 156

1 1 Q. No, no, no. You misunderstood my
2 what you would expect a lawyer to recommend to you, 2 question, maybe because my question was unclear.
3 what I'm asking is your understanding as to whether 3 T'm talking about 2 document — I'm not saying they
4 it is possible - the can part ~- for parties to 4 intended to leave it unsigned, like there were lines
5 have a written agreement that sets forth the terms 5 for the signature line and they never filled them
6 - of anunderstanding if the parties don't actually 6 in. I'm just saying can there be a — to the best
7 sign that agreement? Does that make sense? 7 of your understanding, does every written coniract
8 A. Is that a proposal? 8 between two parties have to be signed or not?
9 MR. HOFFMAN: Can you read the question back 9 That's my question. And I don't — with respect, I

10 please, that I just asked if see if [ -- 10 don't think I've gotten an answer to that.

11 BY THE WITNESS: 11 A. 1think in the order of magnitude, yes,

i2 A, Well, I'm trying to answer. 12 they do need to be signed. In the order of this

13 Q. No, I'm not - 13 magnitude, they need to be signed.

14 A. X mean, if two — if we have different 14 MR. HOFFMAN: That's all I want to know.

15 written agreements — if we have different written 15 All right. I am done asking questions. I

16 agreements, so we have an agreement that's not 16 want to thank you for your time.

17 signed, that means we don't have a meeting of the 17 Axe there any questions, Barry, that you

18 minds, correct? Isn't that just a proposal between 18 want to ask?

19 the parties? 18 MR. KALTENBACH: There arc not.

20 Q. Hereis the deal. You can't ask me 20 MR. HOFFMAN: Thank you very much. We are

21 questions at the deposition. It doesn't work that 21 done.

22 way. So I'm asking for your understanding. 22 (Deposition concluded at 4:27 p.m.)

23 If you're saying you view a written 23

24 agreemnent that is unsigned as a proposal until it is 24

Page 155 Page 157

1 signed, that's your view, and that's what I'm asking 1 1, MICHAEL THEISSEN, have read the foregoing
2 for. I'm not asking for legal opinion; I'm asking , transcript of my deposition taken on 02/16/2017 and
3 for your understanding as avery capable and is a true and correct transcript of my
4 experienced professional in a nonlegal field 3 deposition given on the day and date aforesaid, (OR)
5 So my question o you, once again, is in 4 I wish to make the following changes
6  your understanding, is it possible or not possible s to my deposition;
7 for two parties to have a written agreement if the ¢  PAGE LINE CHANGE and REASON FOR CHANGE
8 parties do not sign that agreement and do not intend 7
9  toactally signit? 8

10 MR. KALTENBACH: I'm going o object. You can 13

11 answer in a minute, Mike. I'm going to object. 1 11

12 think it is argumentative and it is a waste of time 12

13 to ask the witness these types of question. Judge 13

14 Hall's opinion on that is the only one that matters. 14

15 That being said, Mike, Fm not instructing >

16 you not to answer, so feel free. 17

17 MR. HOFFMAN: Go ahead. You can answer. 18

18 BY THE WITNESS: 19 -

1% A. Idon't think it's an agreement if there's 20 ﬁﬁi:;t;oaﬁoﬁr:hﬁ.gﬁ than spac allows for,

20 never an intent to sign it. I thiek it can be an 21

21 agreement if there was a period of time they were 22

22 working it out; but as you said, if there was never Print name Signature

23 an intent to sign it, then [ don't think it's an 23

24 agreement. 24 Date
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STATE OF ILLINOIS )
) SS:
COUNTY OF COOK )
I, LOREITA A. TYSKA, Certified Shorthand

Reporter, do hereby cerlify that MICHAEL THEISSEN was by
e first duly swom to testify to the truth, the whole

truth, and nothing but the truth, and that the above
deposition was recorded stenographically by me and was
reduced 1o typewriting under my personal direction.

IFURTHER CERTIFY that the foregoing
transcript of the said deposition is a true, correct,
and complete transcript of the testimony given by the
said witness at the time and place specified
hereinbefore.

IFURTHER CERTIFY that I am not a relative or
employee or attomey or counsel of any of the parties,
nor a relative or employee of such attorney or counsel,
or financially interested directly or indirectly in this
action.

IN WITNESS WHEREQF, 1 have hereunto set my
official signature on this 16th day of February, 2017.

g m——

/<

)
N s

TORETTA A. TYSKA, CSR, RPR
CSR No. 084-004294

S

Thompson Court Reporters, Inc
thompsonreporters.com

41

(P

age 158

)



VENDOR DETAIL
WILLIAM F. GURRIE
VIRCHOW KRAUSE

BAKER TiLLY VIRCHOW KRAUSE

FISCAL 1994-2012
ACCOUNT NUMBER | CHECK DATE DESCRIPTION TYPE| CHECKNO| AMOUNT | INV DATE | INV NUMBER | 204 BILL| INV COPY

1-2520-317-0-0 7/1/1993{BUSINESS SER ANNUAL AUDI E 73619 1,475.00 | 5/31/1993|DIST. 204 204|GL
1-2520-317-0-0 7/1/1993|BUSINESS SER ANNUAL AUDI E 73619 1,205.00 | 3/31/1993|DIST. 204 204|GL
1-2520-317-0-0 11/15/1993|BUSINESS SER ANNUAL AUDI E 82813 2,970.00 | 10/31/1993|DIST. 204 204|GL
1-2520-317-0-0 12/15/1993 |BUSINESS SER ANNUAL AUDI E 91175 1,250.00 | 11/30/1993|DIST.204 204|GL
1-2520-317-0-0 2/7/1994|PROF SERVICES # 204 C 86028 1,540.00 204{GL
1-2520-317-0-0 4/15/1994|DIST 204 E 90298 4,285.00 | 3/31/1994 204|GL
1-2520-317-0-0 5/13/1994|DIST 204 BALANCING £ 94599 2,343.00 | 4/30/1994!DIST 204 204|GL
1-2520-317-0-0 6/15/1994|BUSINESS SER ANNUAL AUD! E 96496 989.00 | 5/31/1994{DIST. 204 204|GL
1-2520-318-0-0 6/30/1994|BUSINESS SER LEGAL SERV E 97924 73.00 | 4/30/1994|DIST #204 204|GL
1-0000-000-0-0 6/30/1994|REIMB AUDIT EXP M |JE 15,715.00 | 6/27/19%4 204|YES
1-2520-318-0-0 8/31/1994|BUSINESS SER LEGAL SERV E 101494 441,00 | 6/30/1994|DIST 204 204|GL
1-2520-317-0-0 9/30/1994|BUSINESS SER ANNUAL AUDI E 104232 8,700.00 | 8/31/1994|DIST. 204 204|GL
1-2520-318-0-0 1/31/1995{BUSINESS SER LEGAL SERV E 113456 290.00 | 12/31/1954|S0C SEC #204 204|GL
1-2520-317-0-0 4/12/1995|FLEX & SCHLRSHP E 119940 75.00 | 3/28/1995(204 204|GL
1-2520-317-0-0 8/11/1995{FORM 5500-CR E 127635 350.00 | 7/21/1995|DIST 204 204\GL
1-2520-317-0-0 8/11/1995|SCHOOL LEVY/TAX CAP E 127635 160.00 | 6/30/1995|DIST 204 204|GL
1-2520-317-0-0 9/15/1995}BUSINESS SERANNUAL AUD! E 129585 7,500.00 | 8/31/1995|DIST 204 204\GL
1-2520-317-0-0 11/30/1995|BUSINESS SERANNUAL AUD! E 136511 2,500.00 | 10/31/1995|DIST 204 204|GL
1-2520-317-0-0 11/30/1995|BUSINESS SERANNUAL AUDI E 136511 1,500.00 | 9/30/1995|DIST 204 204iGL
1-2520-318-0-0 12/11/1995|BUSINESS SERLEGAL SERV E 136567 430.00 | 10/31/1995|DIST 204 204{GL
1-2520-317-0-0 6/28/1996|BUSINESS SERANNUAL AUDI E 151793 4,800.00 | 5/31/1996|DIST 204 204|GL
1-2520-317-0-0 7/15/1996|BUSINESS SERANNUAL AUDI E 152370 7,200.00 | 6/30/1996|DIST 204 204|GL
1-2520-317-0-0 10/11/1996{BUSINESS SERANNUAL AUDI E 158295 1,600.00 | 9/30/1996]DIST 204 204|GL
1-2520-317-0-0 10/31/1996|BUSINESS SERANNUAL AUDI E 160108 7,000.00 | 8/31/1996/DIST. 204 2041GL
1-2520-317-0-0 11/14/1997 |BUSINESS SERANNUAL AUDI E 188826 6,150.00 | 10/31/1997 2041YES
1-2520-317-0-0 1/7/1998{BUSINESS SERANNUAL AUDI E 193313 3,150.00 | 12/31/1997|DIST 204 204{YES
1-2520-317-0-0 7/22/1998 1 BUSINESS SERANNUAL AUD! £ 13405 5,200.00 | 7/10/1998|DIST 204 204{YES
1-2520-318-0-0 11/30/1998|BUSINESS SERLEGAL SERV E 24092 4,000.00 | 10/31/1998]DIST 204 204|YES
1-2520-318-0-0 12/11/1998|BUSINESS SERLEGAL SERV E 24913 4,000.00 | 11/30/1998{Jun-98 204|VES
1-2520-318-0-0 1/15/1999]|AUDITS DIST 204 E 26891 1,200.00 | 12/31/1998|EOY JUNE 98 204|YES
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ACCOUNT NUMBER | CHECK DATE DESCRIPTION TYPE| CHECKNO | AMOUNT | INV DATE | INV NUMBER | 204 BILL} INV COPY
1-2520-317-0-0 7/15/1999|BUSINESS SERANNUAL AUD} E 41029 2,475.00 | 6/30/1999|DIST 204 204|YES
1-2520-317-0-0 7/30/1999|BUSINESS SERANNUAL AUD! E 42139]  4,450.00 { 7/20/1999|DIST 204 204|YES
1-2520-317-0-0 9/15/1999|BUSINESS SERANNUAL AUDI E 44411 6,000.00 | 9/3/1999|AUDIT 6/99 204|YES
1.2520-317-0-0 10/29/1999|BUSINESS SERANNUAL AUDI E 49743 4,105.00 | 10/12/1999|204 JUNE 99 204(YES
1-2520-317-0-0 11/10/1999|BUSINESS SERANNUAL AUDI E 49927 1,431.00 | 10/29/1999}YR END D20 204|YES
1-2520-317-0-0 4/28/2000{AUDIT DIST 204 E 63508 172.70 | 4/11/2000{550 : 204|YES
1-2520-317-0-0. 4/28/2000|AUDIT DIST 204 E 63508 936.25 | 1/31/2000[47 204{YES
1-2520-317-0-0 5/15/2000|DIST 204 E 63940 5,762.00 | 5/4/2000}702 204{YES
1-2520-317-0-0 8/30/2000|AUDIT DIST 204 E 71994 3,880.00 | 8/15/2000[1116 2041YES
1-2520-317-0-0 10/13/2000|AUDIT DIST 204 E 75155 3,500.00 | 10/37/2000{1303 204{YES
1-2520-317-0-0 11/15/2000|AUDIT DIST 204 E 78213 4,000.00 | 11/2/2000{1411 204]YES
1-2520-317-0-0 4/30/2001|AUDIT DIST 204 E 15652 3,000.00 | 4/11/2001{2386 204|YES
1-2520-317-0-0 7/16/2001|AUDIT DIST 204 E 21778 '5,000.00 7/5/2001}2853 204{YES
1-2520-317-0-0 9/28/2001|AUDIT FOR DISTRICT #204 E 27284] 4,400.00 | 9/19/2001}3180 204|YES
1-2520-317-0-0 8/28/2001{CONVERSION OF GASB 34/#204 E 27284 2,500.00 | 7/18/2001|2906 204(YES
1-2520-317-0-0 9/28/2001|CASH BASIS MODIFIED ACCRUAL #204 E 27284]  4,900.00 | 7/18/2001{2906 204]YES
1-2520-317-0-0 7/15/2002|SD #204 ACCRUAL BASIS ACCT 6/20/02 E 1991 1,750.00 | 7/15/2002|5024 204|YES
1-2520-317-0-0 7/15/2005|LTHS YR ENDING 6/30/05 E 92513 6,500.00 | 6/30/2005[11215 204{YES
1-2520-317-0-0 10/15/2002 [AUDIT YEAR ENDED 6/30/02 #12040 E 8059 11,600.00 | 10/3/2002|5489 204{YES
1-2520-317-0-0 10/31/2002|YEAR END 6/30/92 CLIENT 12040 E 10900 4,200.00 | 10/18/2002{5547 204|YES
1-2520-317-0-0 1/15/2003|CONVERSION OF GASB 34 REPORTING MODEL E 16591 593.75 | 12/20/2002{5855 204|YES
1-2520-317-0-0 9/30/2005|SD #204 YR ENDING 6/30/05 E 98006 2,000.00 | 6/16/2005{11615 204|YES
1-2520-317-0-0 10/31/2005|SD #204 YR ENDING 6/30/05 E 100678 12,300.00 | 10/17/2005|11714 204|YES
1-2520-317-0-0 11/30/2005|SD #204 YR ENDING 6/30/05 E 103089 6,500.00 | 11/15/2005|11898 204|YES
1-2520-317-0-0 1/13/2006|SD #204 YR ENDING 6/30/05 E 106478 3,448.69 | 12/23/2005|12155 204]YES
1-2520-317-0-0 2/15/2006|YR ENDING 6/30/04 FOR SD #204 E 109087 1,017.50 | 1/31/2006]12422 204|YES
1-2520-317-0-0 6/15/2006|AUDIT FOR SD #204 6/30/06 E 118129 7,500.00 | 5/31/2006|13152 204|YES
1-2520-317-0-0 7/14/2006{SD #204 AUDIT 6/30/06 E 120731 4,120.00 | 6/23/2006|vK187966 204|YES
1-2520-317-0-0 8/30/2006)SERVICES FOR 6/30/06 AUDIT E 123698] 17,855.00 | 8/21/2006|VK194598 204|VES
1-2520-317-0-0 8/30/2006 |SERVICES FOR 6/30/06 AUDIT E 123698| 11,695.00 | 8/24/2006{VK195240 204|YES
1-2520-317-0-0 9/29/2006]AUDIT 6/30/06 FOR DIST. 204 E 126472 4,255.00 | 9/20/2006{vK198739 204|YES
1-2520-317-0-0 3/15/2007|SD #204 YR END 6/30/06 E 12967 3,510.00 | 2/23/2007|VK222390 204|YES
1-2520-317-0-0 ' 4/16/2007|AUDIT FOR 6/30/05 E 14979 2,295.00 | 3/28/2007{vK231123 204 |YES
1-2520-317-0-0 5/15/2007|SD #204 6/30/07 AUDIT E 17295 317.50 | 4/27/2007\VK245219 204 [YES
1-2520-317-0-0 7/16/2007|LTHS 204 AUDIT FOR 6/30/07 E 22211, 10,950.00 6/29/2007|VvK261182 204YES
1-2520-317-0-0 9/13/2007 [AUDIT FOR 6/30/07 E 25736 1,250.00 | 8/29/2007|VK268304 204|YES
1-2520-317-0-0 10/30/2007|AUDIT FOR SD #204 6/30/07 E 30328| 19,990.00 | 10/30/2007|VK274450 2041YES
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ACCOUNT NUMBER | CHECK DATE DESCRIPTION TYPE| CHECKNO | AMOUNT | INV DATE [ INV NUMBER | 204 BILL| INV COPY
1-2520-317-0-0 10/30/2007{SD #204 AUDIT SERVICES E 30328] 10,445.00 | 10/25/2007 [VK275728 204{YES
1-2520-317-0-0 11/30/2007 |AUDIT FOR 6/30/07 E 32980 3,910.00 | 11/15/2007|VK280894 204|YES
1-2520-317-0-0 12/28/2007 [AUDIT FOR 6/30/07 E 37263 5,985.00 | 12/21/2007|VK284839 204|YES
1-2520-317-0-0 2/14/2008{FINAL BILL FOR AUDIT 6/30/07 E 13061 485.00 | 1/31/2008{VK291691 204|YES
1-2520-317-0-0 5/9/2008TIME & EXPENSE FOR #204 MEETING E 19524 855.10 | 4/29/2008|VK317005 204|YES
1-2520-317-0-0 6/13/2008|SD #204 AUDITED ENDING 5/31/08 E 22713 1,930.00 | 5/28/2006|VK325962 204|YES
1-2520-317-0-0 7/15/2008{2ND BILL FOR 2008 AUDIT E 25092 9,000.00 | 6/30/2008{VK331461 204{YES
1-2520-317-0-0 8/15/2008)|2008 AUDITED FINANCIAL STMTS E 26623 7,900.00 | 7/31/2008|VK335759 204YES
1-2520-317-0-0 10/15/2008|AD #204 AUDIT FOR 6/30/08 1E 31249] 11,872.76 | 9/30/2008|VK343587 204 YES
1-2520-317-0-0 11/14/2008 [SERVICES ENDING 10/31/08 E 34305 8,942.44 | 10/29/2008|vK347810 204|YES
1-2520-317-0-0 12/15/2008|SD #204 AUDIT 11/30/08 E 36609 5,654.80 | 11/25/2008|VK353915 204|YES
1-2520-317-0-0 1/6/2009]|AUDIT FOR 12/31/08 E 37974 5,267.55 | 12/22/2008|VK356942 204{YES
1-2520-317-0-0 3/13/2009|AUDIT ENDING 2/28/09 E 43064 1,050.00 | 2/26/2009|VK368671 204{YES
1-2520-317-0-0 8/17/2009]AUDIT FOR 6/30/09 ENDING 7/31/09 E 54389 8,500.00 | 7/28/2009|BT406802 204|YES
1-2520-317-0-0 9/15/2009|SD #204 PERIOD ENDING 8/31/09 E 56338 6,500.00 9/1/2009{BT412949 2041YES
1-2520-317-0-0 10/14/2009 |AUDIT ENDING 9/30/09 FOR JUNE E §8632] 22,000.00 | 9/28/2009|BT414879 204|YES
1-2520-317-0-0 11/13/2009{AUDIT FOR 10/31/09 E 61513} 10,000.00 | 10/28/2009{BT420286 204|YES
1-2520-317-0-0 12/15/2009{AUDIT FOR PERIOD ENDING 11/30/09 E 64026 4,000.00 | 12/15/2009|BT424391 2041YES
1-2520-317-0-0 1/5/2010{AUDIT ENDING 12/ E 65070 1,500.00 | 12/29/2009|BT428814 204{YES
1-2520-317-0-0 5/28/2010|AUDIT SD #204 ENDING 4/30/10 E 75778 7,000.00 | 4/27/2010|8T455209 204|YES
1-2520-317-204-0 10/15/2010JAUDIT ENDING 9/30/10 FOR 6/30/10 E 85599| 23,500.00 | 9/29/2010{BT482616 204|YES
1-2520-317-204-0 11/16/2010{SD #204 AUDIT ENDING 10/31/10 E 88601 2,000.00 | 10/29/2010(BT489027 204|YES
1-2520-317-204-0 12/14/2010|SD #204 AUDIT ENDING 11/30/10 E 126632 5,000.00 | 11/29/2010|BT492203 204|YES
1-2520-317-204-0 1/4/2011[AUDIT ENDING 12/18/10 SD #204 E 127733 3,625.00 | 12/22/2010{BT495134 204|YES
1-2520-317-204-0 2/15/2011|AUDIT ENDING 1/31/11 FOR 6/30/10 E 130609 750.00 | 1/28/2011{BT500082 204{YES
1-2520-317-204-0 3/15/2011|AUDIT FOR 5D #204 ENDING 2/28/11 E 132615 395.56 | 2/25/2011|BT505086 204]YES
1-2520-317-204-0 7/15/2011|SD #204 AUDIT ENDING FOR 6/30/11 E 141508 6,700.00 | 7/15/2011|BT535498 204|YES
1-2520-317-0-0 11/15/2011|PROFESSIONAL SERV 10-31 THRU 6-30- E 150247| 29,800.00 | 10/28/2011|BT551560 204|YES
1-2520-317-0-0 1/13/2012{BUSINESS SERAUDIT WORK TTO E 3635 2,500.00 | 12/22/2011|BT560281 204{YES
1-2520-317-0-0 6/12/2012|AUDIT WORK TTO E 13933 9,750.00 | 5/22/2012|BT596768 204|YES

511,068.60
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DATE 3/09/201% LYONS TOWNSHIP \ PAGE B0 £
*2¥ DETAIL STATEMENT OF FUND ACCOUNTS =®® .

DATE  VEND § VEND NAME DIST TYP DET #§ INV # P0 § DET DESCRIPTION DET AMDUNT OP
ACCTH /JEXP/ 1 2520 317 @ o EDUCATION BUSINESS SER AUDIT FY12 : BT
7/01/1992 9559 WILLIAM F. GURRIE & €0., 100 E 73619 DIST. 204 BUSINESS SER ANNUAL AUDI —> 1,205.00 €D
7/61/1993 . 9999 WILLIAM F. GURRIE & CO., 100 E 73619 DIST. 204 BUSINESS SER ANNUAL AUDI ~» 1,475.00 CD
9/16/19%3 9999 WiILLIAM F. GURRIE & CO,, 160 E 74201 BUSINESS SER ANNUAL AUDI 8,000.00 BC
8/16/1993 9999 WILLIAM F. GURRIE & CO., 100 E 75661 YR END 6/93 PUSINESS SER ANNUAL AUDI 2,200.00 Cp
5/15/1993 7911 WILLIAM F, GURRIE & C0,, 100 E 76665 BUSINESS SER ANNUAL AUDT 3,200.40 CD
10/16/1893 7911 WILLIAM P. GURRIE & 0., 100 E 79718 YR JUN 1983 BUSINESS SER ANNUAL AUDI 8,000.00 CD
11/15/1993 7911 WILLIAM F. GURRIE & CO., 100 E 2813 DIST. 204 BUSINESS SER ANNUAL AUDI ey 2,970.00 CD
11/15/1993 7911 WILLIAM F. GURRIE & CO., 100 R 82813 ALL BUSINESS SER ANNUAL AUDI 800.00 CD
12/18/199% 7911 WILLIAM F. GURRIE & C3,, 100 E 91175 DIST.204 BUSINESS SER ANNUAL AUDI . —-—p  1,250.00 CD.
2/07/1994 7911 WILLIAM F, GURRIE & €O., 100 C 86028 PROF SERVICES # 204 ——3 1,540,00 BC
3/03/1994 7911 WILLIAM F. GURRIE & €0., 100 C 28767 AUDIT 4,655.00 BC
471571994 7911 **< WM F. GURRTE & COMPAN 100 E 20298 BUSINESS SER ANNUAL AUDI 1,200.00 CD
4/15/1594 7911 **+ WM F. GURRIE & COMPAN 100 E 90288 DIST 204 —2 4,285.00 CD
§/13/1594 7911 *WM, F. GURRIE & COMPANY 100 E 94599 DIST 204 DIST 204 BALANCING -~ 2,343.00 CD
6/15/1994 7911 *WM. F. GURRIE & COMPANY 100 E 96496 DIST. 204 BUSINESS SER ANNUAL AUDI e 989.00 CD
8/05/19%4 B2 WILLIAM F. GURRIE & CO., 100¢C 100176 ANNUAL AUDIT 6,000.00 BC
B/15/1934 7911 *wM. F. GURRIE & COMPANY 100 E 100455 BUSINESS SER ANNUAL AUDI 100.00 BKC
9/08/19%4 7911 *WM, F. GURRIE & coMPANY 100 E 101833 YR END 6/30 PUSINESS SER ANNUAL AUDI 7,000.00 CD
9/30/1594 7911 *WM, F. GURRIE & COMPANY 100 E 104232 DIST. 204 BUSINESS SER ANNUAL AUDI — 8,700.00 CP
10/14/1994 7911 *WM. F. GURRIE & COMPANY 100 E 104318 YR END 6/94 BUSINESS SER ANNUAL AUDI 5,500.00 SYS
12/15/1994 7511 *WM. F. GURRIE & COMPANY 1¢0 E 110929 TTO 6/94 ‘ BUSINESS SER ANNUAL AUDI 4,000,00 CD
1/18/1995 7911 *WM, F. GURRIE & COMPANY 100 B 111890 JUNE 1994 BUSINESS SER ANNUAL AUDI 2,0060.00 CD
3/15/1988 7311 *WM, F. GURRIE & COMPANY 100 B 117808 JUNE 1895 BUSINESS SER ANNUAL AUDI 2,000.00 CD
4/12/1985 7911 *WM. F. QURRIE & COMPANY 100 E 118940 204 FLEX & SCHLRSHP —_— 75,00 €D
4/12/1995 7911 *WM. F. GURRIE & COMPANY 100 B 119540 TTO BUSINESS SER ANNUAL AUDI 1,45¢.00 CD
5/15/1985 7911 *WM, §. GURRIE & COMPANY 100 E 122061 ON ACCOUNT BUSINESS SERANNUAL AUDI 2,000.00 <D
573171985 7511 *WM, F. GURRIE & COMPANY 100 B 123427 AUDIT JUNE 95 2,000,00 BC
6/27/1995 7911 *WM. P, CURRIE & COMPANY 100 E 125012 BUSINESS SERANNUAL AUDI 2,096.00 CD
7/18/1995 7911 *WM, F. GURRIE & COMPANY 100 E 126783 BUSINESS SERANNUAL AUDI 6,600,00 CD
8/11/1995 7911 sWM, F. GURRIE & COMPANY 100 £ 127635 DIST 204 FORM 5500-CR —~— 350.00 CD
8/11/1995 7911 *wM, F. GURRIE & COMPANY 100 E 127635 DIST 204 SCHODL LEVY/TAX CAP ————p  160.00 CD
8/11/1995 7911 WM. F. GURRIE & COMPANY 100 E 127635 EOY 6/30 BUSINESS ssn\éﬁn_h\wm 3,500.00 €D
9/15/1895 7911 *WM, F. GURRIE & COMPANY 100 E 123385 DIST 204 BUSINESS SERANNUAL AUDI —3 7,500.00 CD
9/15/1995 7911 *WM. F. GURRIE & COMPANY 100 £ 128585 TIO BUSINESS SERANNUAL AUDI 2,000.00 €D
10/13/1995 7911 ewM. ¥. GURRIE & COMPANY 100 E 132102 JUNE 1955 BUSINESS SERANNUAL AUDI §,900.00 CD
11/15/1995 7911 *WM, F. GURRIE & COMPANY 100 E 135237 JUNE 1995 BUSINESS SERANNUAL AUDI 1,500.00 CD
11/30/1995 7911 =wM. F. GURRIE & COMPANY 100 B 136511 DIST 204 BUSINESS SERANNUAL AUDI -—3» 2,500.00 CD
11/30/1995 7511 *WM. F. GURRIE & COMPANY 100 E 136511 DIST 204 BUSINESS SERANNUAL AUDI w3 1,500.00 CD
12/11/1995 7911 »wM. F. GURRIE & COMPANY 100 E 136567 JUNE 1995 BUSIRESS SERANNUAL AUDI ‘ 1%,000,00 €D
1/05/1996 7911 =wM. P. GURRIE & COMPANY 100 E 139752 YR END /95 BUSINESS SERANNUAL AUDE 3,565.00 €D
4/09/1996 7911 *WM, F. GURRIE & COMPANY 100 B 145350 JUNE 30,1936 BUSINESS SERANNUAL AUDI 2,000.00 €D
§/13/1996 7911 WM, F. GURRIE & COMPANY 100 E 147476 JUNE 30, '96 BUSINESS SERANNUAL AUDI 1,000.00 €D
6/14/1996 7911 °WM. F. GURRIE & TOMPANY 100 E 142503 JUNE 30,1936 BUSINESS SERANNUAL AURI 6,000.00 €D
§/28/1996 7911 *WM. F. GURRIE & COMPANY 100 E 151733 DIST 244 BUSINESS SERANNUAL AUDE —53 4.800.00 €D
7/15/1996 7911 WM, F. GURRIE & COMPANY 130 E 152370 DIST 204 BUSIBESS SERANNUAL AUDI ——s 7,200.00 CD
8/28/1996 7911 *WM, F. GURRIE & COMPANY 160 E 154625 JUNE 1396 BUSINESS SERANNUAL AUDI 2,500.00 CD
9/16/1996 7911 *wWM. F. GURRIE & COMPANY 140 E 155564 JUNE 1996 BUSINESS SERANNUAL AUDI " 2,p00.00 CD
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DATE 3/03/201S LYONS TOWNSHEID FRGE %0 3
w»a OETATL STATEMENT OF FUND ACCOUNTS “¢=

DISTRICT DATE ACCOUNT NUMBER SPECIAL PARAMETERS

LOW PARAMS; 0100 70119593 i 2520 3w @ o BYP CASH ALL RESP BER FLG«N
HIGH PARAMS: 10311896 E 2520 317 B o ALL TYPES ALL ACCTS BUDG FLG=N

*% TOTAL § TRANSACTIONS: §Q =* ACCT § TOTAL: 173,802.00- ««



DATE  3/0%/2015 LYONS TOWNSHIP PEGE WO 2
ews DETATL STATEMENT OF FUND ACCOUNTS *»%

PISTRICT DATE ACCOUNT NUMBER SPECIAL PARRMETERS
LOW PARAMS: 0100 6301994 ¥ 2520 NnaE b 0 BYP CASH ALL RESP BEG FLG=N
HIGH PARAMS: 12311985 1 2520 e o [¢] ALL TYPES ALL ACCTS BUDG FLG=R

*» TOTAL H§ TRARSACTIONS: i9 . ¥ ACCT § TOTAL: 42,746.75- ==



District 204
Interest Allocation Analysis
Summary of Differences by Fiscal Year

RH Calculation vs
Fiscal |General Ledger +/-
Year |$1,000 per Quarter

FY1995 : 5,000.34
FY1996

FY1997 44,903.13
FY1998 (95,052.36)
FY1999

FY2000 2,499.65 -
FY2001

FY2002

FY2003

FY2004

FY2005 127,611.74
FY2006 420,744.00
FY2007 827,163.47
FY2008 127,863.26
FY2009 246,711.45
FY2010 :

FY2011 (240,001.56)
FY2012 (40,001.08)

S 1,427,442.04

EXHIBIT
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EDUCATION IS EVERYONE'S RESPONSIBILITY

Township Trustees of Schools
TOWNSHIP 38 NORTH, RANGE 12 BAST
P.O. BOX #1248

930 BARNSDALE ROAD
LA GRANGE PARK, ILLINOIS 60526-9346
BOARD QF SCHOOL TRUSTEES ROBERT G. HEALY
Joseph Nekola, President TOWNSHIP SCHOOL TREASURER
Donna A, Milich, Trustee Telephone: Area 708-352-4480
Russell W. Hartigan, Trustee Fax; 708-352-4417

May 29, 2001

Dr. Dennis Kelly, Superintendent

Cook County High Scheol District #204

100 S. Brainard Avenue

LaGrange, IL 60525 .

Dear Dr. Kelly:

Pursuant to Section 8-4 of the School Code, please consider this a revised invoice for services provided by the
Lyons Township School Treasurer’s office for the 2000 fiscal year. The District’s share amounts to $165.476.00,

Any increase in the District’s fee will represent either an increase in the expenses of this office or an increase in the
District's percentage of total revenues received by this office. Please note that bond proceeds are not considered as
revenues in determining the percentage.

I hope your district is satisfied with the services which are being provided. If there are any suggestions on
additional services which we can provide or if there are any questions please give me a call.

Sincerely,

Robert G. Healy
Lyons Township School Treasurer

RGH/grm



Memorandum

Toe: Robert Healy
From: Lisa Beckwith
Date: February 29, 2000

Re:  Treasurer’s Office Responsibilities

Following is a list of responsibilities that District 204 proposes become the direct cost and
responsibility of the Township Treasurer’s office:

s Payroll and accounts payable bank reconciliation.

s Balance monthly totals between Treasurer and LTHS.

= Provide printing costs for checks and envelopes for accounts payable, payroll, imprest and

student activities.

® Annual salary and benefit costs for 3 employees as listed below:

Salary

99-00
Programmer Analyst $41,205
Accounis Payable Bkkeeper ~ $23,192
Payroll Bookkeeper $21,861
Total $86,258

OASBDI

Medicare IMRF
$3,152 -

$1.774
$1,672
$6,598

$3,045
$1,714
$1,616
$6,375

Insurance Insurance

Medical

$7.028

$7,028

Life
$48
348
$48

$144

Total
$47,450
$33,756
$25,197
$106,403

An invoice will be sent to the Township Treasurer in May with receipt of funds expected

prior to the close of the fiscal year.
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LYONS TOWNSHIP HIGH SCHOOL DISTRICT 204

ARy m % 4 R Ay P o

S R PV

g

‘ %
TOWNSHIF SCHOOL TREASURER DIS'(/ZD& 2 :
10.8,00,2310.3170.7100 \ 17,848.40 17,948.00
. INVOICE TOTAL 17,848.00 17,9248.00
Vendor 4378911 Voucher 00729 5/18503 230703 Check Total 17,848.00
/ /

ACCOUNTS PAYABLE



EDUCATION IS EVERYONE'S AESPONSIBILITY

Township Trustees of Schools
TOWNSHIP 38 NORTH, RANGE 12 EAST

P.O.BOX #1248
930 BARNSDALE ROAD
LA GRANGE PARK, ILLINQIS £0526-9346

BOARD OF SCHOOL TRUSTEES ROBERT G.HEALY '

J%s:tﬂt;“l:iﬁ;i lfl{'siigznl TOWNSHIP SCHOOL TREASURER
Russell W. Harligan, Truslee TelephFoar:(e_ 7%?33578?1215 7’2-4480
May 6, 2003

Dr. Dennis Kelly, Superintendeat

Cook County High School District #204 !
100 S. Brainard Avenue
La Grange, IL. 60525

Dear Dr. Kelly:

Pursuant to Section 8-4 of the School Code, please consider this an inveice for services provided by the
Lyons Township School Treasurer’s office for the 2002 fiscal year. The District’s share amounts to

$186,502,00.

Any increase in the District’s fee will represent either an increase in the expenses of this office or an
increase in the District’s percentage of total revenues received by this office. Please note that bond
proceeds are not considered as revenues in determining the percentage.

[ hope your district is satisfied with the services which are being provided. If there are any suggestions
on additional services which we can provide or if there are any questions please give me a call.

Sincerely,

eI

Robert G. Healy
Lyons Township School Treasurer

RGH/grm
Attachment
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LYONS TOWNSHIP SCHOOL TREASURER
PRO RATA BILLING
FOR FISCAL YEAR ENDED JUNE 30, 2001

DISTRICT REVENUES PERCENTAGE COST FOR DIST
101 9,853,608.19 4.8724 36,855.00
102 22,659,882.99 11.2048 84,753.00
103 19,988,542.67 9.8839 74,762.00
104 12,208,870.54 6.0370 48,183.00
195 11,380,737.54 5.6275 42,567.00
106 7,932,264.57 3.9223 29,668.00
107 8,448,437.66 4.1776 31,560.00
108 3,190,048.00 1.5774 11,932.00
109 _ 19,651,625.58 9.7173 73,502.00
204 47,830,303.38 23.6510 178,897.00
LADSE 13,764,571.19 6.8063 51,483.00
217 21,415,326.93 | 10.58%4 80,099.00
MEDICAL 3,909,925.83 1.9328 12,142.00
TOTAL $202,234,145.07 100.00 $756,403.00




Memorandum

To:

Robert Healy

From: Harold Huang

Date: May 30, 2001

Re:

- Treasurer’s Office Responsibilities

Following is a list of responsibilities that District 204 proposes become the direct cost and
responsibility of the Township Treasurer’s office:

Payroll and accounts payable bank reconciliation.

Balance monthly totals between Treasurer and LTHS.

Provide printing costs for checks and envelopes for accounts payable, payroll, imprest and

student activities.

Annual salary and benefit costs for 3 employees as listed below:

Salary  OASDI

Insurance Insurance

00-01 Medicare IMRF Medical Life Total
Programmer Analyst $43,265 $3,310  §2,328 $48  $4R8,903
Accounts Payable Bkkeeper  $29,431 $2,252  $1,583  $7,650 $48 $40,916
Payroll Bookkeeper $34,000 $2,601 51,829 34,896 $48  $43,326
Total - $106,696 $8,163  $5,740  $12,546 3144 §$133,289

An invoice will be sent to the Township Treasurer in May with receipt of funds expected prior
to the close of the fiscal year.



Lyons Township School Traesurer
Pro Rata Billing
Fiscal Year Ending June 33, 2010

DISTRICT PERCENTAGE AMOUNT
101 361 $35.600.63 i
102 11.08 $100,331.57 &
103 852 sea058.68 ,
3T FRIATT TS '€ 370.23
104 &""W 782 ' i 3 fa E3¥e77 128,414 3¢2. yeu
105 7.02 69,264.00 v
7oG 55,5910V ,
108 */00% 5.58 oL M T30
107 4.21 £41.511.62 v
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FY95 144,051 144,051 - |[CHIG#05458 6/13/97_AP S1UB AVAILABLE _{YES i

FYgy 144,004 144,004 - |CHK#73708 6/26/8 AP STUB AVAILABLE __[YES !

FYS8 156,863 155,865 - |CHYG52377 6/09 AP STUB AVAILABLE YES |

- JE PAYMENT GL DETAIL OF PAYMENT

Fyge 165,478 165,476 . IRecEPT - VES M

: CHIHE207263 7700 AP STUB AVAILABLE, — i
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Township Trustees of Schools vs. Lyons Township High School  -1- Kelly A. Bradshaw
No. 13 CH 23386 10/25/2016
Page 1 Page 3
1 1 INDEX
2 IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS .2
COUNTY DEPARTMENT - CHANCERY DIVISION
3 3 WITNESS EXAMINATION
TOWNSHIP TRUSTEES OF }
4 SCHOOLS TOWNSHIP 38 NORTH ) 4 KELLY A. BRADSHAW
RANGE 12 EAST, )
5 ek ) 5 By Mr. Hoffman 4
Plaintiff, )
6 ) 6
-va-~ ) Case No. 13 CH EXHIBITS
7 } 23386 7
LYONS TOWNSHIP HIGH SCHOOL } NUMBER MARKED OR FIRST
8 DISTRICT 204, ; 8 REFERRED TO
9 Defendant. ) 9 Bradshaw Deposition Exhibit
10 10 No. 1 55
11 The deposition of KELLY A, BRADSHAW, 11 No. 2 56
12 called by the Defendant for examination, taken 12 No. 3 62
13 pursuant to the provisions of the Code of Civil 13 No. 4 105
14 Procedure and the Rules of the Supreme Court of the 14 No. 5 114
15 State of Illinois pertaining to the taking of 15 No. & 116
16 depositiong for the purpose of discovery, taken 16 No. 7 126
17 before SHARON A. STUCKLY, a Notary Public within and {17 No. 8 126
18 for the County of Cook, State of Illinois and a 18 No. 9 138
19 Certified Shorthand Reporter of said state at 20 19
20 North Clark Street, Suite 2500, Chicago, Illinois, 20
21 on the 25th day of October A.D, 2016 at 1:05 p.m. 21
22 22
23 23
24 24
Page 2 Page 4
1 PRESENT: 1 (WHEREUPON, the witness was duly sworn.)
2 2 KELLY A. BRADSHAW,
MILLER, CANFIELD, PADDOCK and STONE, PLC,
3 14 3 called as a witness herein, having been first duly
MR. BARRY P. KALTENBACH
4 225 West Washington Street, Suite 2600 4 sworn on vath, was examined and testified as follows:
Chicago, Illinols 60606 )
5 (312) "460-4251 5 EXAMINATION
kaltenbach@millercanfield. com
6 Appeared on behalf of the Plaintiff; 6 BY MR. HOFFMAN:
7 7 Q A1l right. Would you be so kind as to
HOFFMAN LEGAL, by .
8 MR. JAY R. HOFFMAN g state your £ull name?
20 North Clark Street, Suite 2500
9 Chicago, Illinois 60602 9 A Kelly Ann Bradshaw.
(312) 899-0899
10 jayehoffmanlegal.com 10 Q All right. And at what address can we
Appeared on behalf of the Defendant.
11 . 11 xeach you?
12 ' 12 A 1115 Daisy Lane in Naperville, Illinois.
ATLSO PRESENT:
13 13 Q Is that your home residence?
MR. RANDALL D. WILSON.
14 14 A Yes.
15 i5 o] What's your zip code?
16 16 A 60564,
17 17 Q All right. Terrific. Have you ever
18 18 given a deposition before?
19 19 A No.
20 20 Q All right. And Barry Kaltenbach is the
21 21 gentleman seated to next to you. And is it fair to
292 22 say that he is representing you as your attorney at
23 23 this deposition?
24 24 A Yes.

casalereporting.com
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No. 13 CH 23386 10/25/2016

Page 5 Page 7

1 o] All right. And I'm sure Barry did a 1 or are you an employee of -~ -

2 good job explaining to you what's involved in a 2 A I'm a contractor for Lyomns Township

3 deposition, but let we give you some introductory 3 School treagurer's office.

4 information that may put your mind at ease a 1ittle 4 Q And to make that a little less of a

5 bit. 5 mouthful, would it be okay with you if I referred to

é I am going to ask you a series of 6 the Lyons Township School treasurer's office as the

7 questions today. And it's a very easy exam because 7 TTO?

8 you know all the answers. Unlike school, you get 8 A Yes.

g full credit for I don't know or I don't remember if 9 Q Is that something that you would

10 that is in fact your best memory. 10 ordinarily call it if you are sgaying it in shorthand?

11 I want you to help me‘ ask good questions |11 A Yes.

12 because as you will see very soon, I am not an 12 Q All right. And then we're going to be

talking a bit about the Lyons Township High School

[y
w
=
8]

accounting professional and I am not as well versed

14 in your area of expertise as you are. 14 District 204. And you're familiar with that school,

15 " go if I ask you a questio;l that you do 15 correct?

16 not understand or that doesn't seem to make sense to-|ie N Yes.

17 you or I'm using the v;lrong terminology, will you 17 Q And is it okay with you if I refer to

15 please tell me that? 18 the Lyons Township High School as Lyons? Will that

19 A Sure. 19 make sense?

20 Q All right. I appreciate that. The 20 A 204 would be bhetter.

21 young lady to your right is the court reporter. And |21 Q You want to call them 204?

22 Sharon can only write down things that you say out 22 A Yes, please.

23 loud. So if you shake or nod your head, that's hard |23 Q Sure. That works for me. When you say

24 for all of us to put into the written record. 24 you'‘re a contractor, you're not an employee of the
Page 6 . Page 8

1 And the other thing I should mention is 1 TTO, correct?

2 that uh-huhs and uh-uhs tend to sound the same and 2 A No. I am not.

3 so yes or no is a better way to go. 3 Q So you bill the TTO for your time and

4 A Okay . 4 they pay you for your time, is that correct?

5 Q Thank you. Why don't you start ‘off by 5 A Yes.

6 telling me a little bit about your professional 6 Q Is that done on an hourly or weekly or

7 background and let's start with your educational 7 sowme other basis?

g8 history, please. 8 A I charge them by the hour, The timing

9 A I have an accounting degree from North g9 of the billing is typically concurrent with their

10 Central College in Naperville. 10 board meetings.

11 Q Is that a Bachelor's degree or -- 11 Q Okay. And currently how mucﬁ do you

12 A Yes. 12 charge by the hour?

13 Q Okay. And have you had any other formal |13 A $65.

14 accounting training or certifications? 14 Q Has that changed over time?

15 A I am a CPA. 15 a No.

16 o} When did you receive your degree from 16 Q When did you start working --

17 North Central College, please? a7 A Oh, wait, I'm sorry. There was a period

18 A 1993. 18 of time where I was charging I think it was $40

19 0 When did you become a CPA? 19 prior to September 1, 2012.

20 A I honestly don't remember. 20 0 For how long have you been a contractor

21 Q Approximately? 21 for the TTO?

292 A Would have been between '95 and '97. 22 A Since January 2012.

23 Q What is your current employment status? 23 Q Who hired you?

24 Are you a sole proprietor or do yoﬁ work for a firm (24 A I guess it would have been Bob Healy.

casalereporting.com
312.332.7900
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Page 9 Page 11
1 Q For what purpose did Bob Healy hire you? 1 o] Do you have any idea, any feel for
2 A He had me compiling some bank information. 2 whether it was a short period of time or long period
3 Q What kind of bank information, please? 3 of time or anything like that?
4 A They would supply me with statements and a A I believe it was a long period of time.
5 I would put them into a spreadsheet. 5 0 Ckay. And did you ever have occasion to
6 Q What were the bank statementsg of? In 6 go back and loock at the records that Cheryl Sudd had
7 other words, what funds were being kept in the bank? 7 prepared in terms of spreadsheets from bank
8 a Some of them would have been school 8 statements and things like that?
9 district funds and some of them would have been 9 A Not in prior years, no.
10 investments. 10 Q Okay. All right. So beginning in
11 Q Is this work that previously had been 11 September 2012, what exactly did Mr. Bradley ahd
12 done by somebody else at the TTO or was this 12 Mr. Theissen ask you to do?
13 something that was a new project? 13 A I was assisting with the team's bank
14 A No. It was something that was 14 reconciliation process. I was trying to understand
15 previously done by another contractor. 15 what investments were held by the treasurer's
16 Q Who was that other contractox, if you i1i¢ office.
17 know? 17 Q Was ~-- I'm sorry. Please.
18 A Cheryl Sudd. 18 A I investigated some of the fraud that
19 Q Can you spell that, please? 19 Mr. Healy was convicted for.
20 A C-h-e-r-y-1. And then S~u-d-d. 20 o] Anything else?
21 Q Is there anything that you were doing 21 A Later -- I mean the dutles just kept
22 beginning in 2012 other than taking informatiocn from 22 kind of coming as things came out. So at some point
23 bank statements and putting them in spreadsheets? 23 I ended up researching some of the items that are
24 A Not at that time. 24 involved in this lawsuit.
Page 10 Page 12
1 Q At some time did your responsibilities 1 Q Anything else?
2 expand? 2 A I agsisted them with their audit.
3 A Yes. 3 0 All right. Anything beyond that?
4 Q And when was that and what else did you 4 A Not significantly, no.
5 start doing? g Q Okay. Let's talk about the
[ A September 2012. I was basically hired ¢ investigation that you conducted into Healy's fraud.
7 at that point or I was brought into the office with 7 What did you do and what did you determine?
8 Clyde Bradley and Mike Theissen and asked to do 8 A I reviewed years of Amalgamated Bank
9 various assistance in accounting and analysis. g statements.
10 Q aAnd what positions did Clyde Bradley and |10 Q When you say, "Amalgamated,” you mean
11 Mike Theissen have at that time? 11 Amalgamated Bank?
12 A ' Clyde was the interim treasurer and Mike 12 - A That's correct.
13 Theissen at that point was a board trustee. 13 Q And why -- what was the significance of
14 Q How did you originally find out about 14 Amalgamated Bank with respect to your investigation?
15 the availability of a position or work at the TTO? 15 A It came to light that there were wire
16 A I knew Cheryl Sudd. 16 transfer confirmations, like templates that were in
17 Q Okay. Did Cheryl Sudd -- was there an 17 Robert Healy's name.
18 overlap period of time where Cheryl had explained to |18 Q and what did you determine from this
19 you her duties and what shé was doing and trained 19 analysis?
20 you to perform these tasks when you started in 201272 |20 A That there were transactions that had
21 A Yes. 21 not been accounted for in their underlying
22 Q And did you have any idea how long 22 reconciliations.
23 before 2012 Cheryl Sudd worked at the TTO? 23 » Q When you say -- you say, “"the underlying
24 A I don't know how many years it was. No. |24 reconciliations," what do you mean by that?

casalergporting.com
312,332.7900




Township Trustees of Schools vs. Lyons Township High School -4~ Kelly A. Bradshaw
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Page 13 Page 15

1 A 8o Mr. Healy would give to TTO employees 1 time in 2012, correct?

2 a breakdown of the funds that -- and transactions 2 - My understanding was August 31, 2012,

3 that cccurred in the Amalgamated Bank and he would 3 Q Okay. So between January lst and
4 help identify which districts the funds belonged to. 4 Augusgt 31gt of 2012, you worked at the TTO at the

5 And those were used in their bank reconciliations. 5 same time that Healy was there, correct?

6 In comparing those documents, we 6 A I worked from home.

7 determined that there were transactions that were in | 7 Q And why is that significant?

8 the bank statement that were never recorded in the B8 A Because I didn‘t interact with him very

9 TTO records. 9 much.

10 Q When you say, "in the TTO records," what |10 Q Who wag directing your efforts during

11 records specifically do you mean? 11 the January through August 2012 time period?

12 A The bank reconciliations for the 12 " A Briefly Cheryl Sudd kind of cross

13 Amalgamated Bank. 13 trained. And then no one was really directing my

14 Q What is the relationship of a bank 14 efforts. I would compile the information that they

15 reconciliation to the general ledger of a TTO? 15 sent to me and send it to Bob Healy. '

16 A Bank reconciliation would be comparing 16 Q Okay. ©So Bob Healy was your immediate

17 the tramnsactions that got recorded actually in the 17 supervisor then in terms of a point of contact with

18 accounting general ledger versus the bank 18 the TTO, correct?

19 reconciliation takes all of the transactions and 19 A Yes.

20 compares the two. 20 Q And for how long was there an overlap

21 Q Whenb you séy, "compares the two," it 21 with you and Cheryl?

22 compares the gemeral ledger to what? 22 A Maybe two or three months.

23 A To the bank statement. 23 0 Ckay. Did you -- during the time period

24 Q OCkay. 2And how much -- and how much 24 that you worked with Bob Healy, did you form any
Page 14 Page 16

1 money was involved in this discrepancy and over what 1 opinion as an accounting professional and CPA of

2 period of time? 2 Healy's skills or abilities as an accounting

3 A ) It was over several years and it 3 professional?

4 amounted to approximately a million dollars. 4 A No. I wouldn't say I interacted with

5 Q When you say, "over several years," can 5 him enough to form an opinion on accounting related

6 you be any more specific about the time period, 5 to him.

7 please? . ‘ 7 Q Did you have any opinions at all about

8 A I don't i‘ecall the exact time period, 8 Healy's integrity or honesty?

9 but it was over 10 years. 9 A No. I wasn't given anything at the -- I
10 Q So it would be 10 years ending in about |10 didn't interact enough with him to have any opinions
11 2012 given when Healy left? 11 on his integrity.

12 A Yes. 12 0 Did you have any reason to believe that
13 Q Ckay. And this $1 million discrepancy, 13 Healy was stealing from funds that the TTO was

14 was it your belief that that was a million dollars 14 holding for school districts in 20127

15 approximately of money that Healy had taken from the |15 A I did not.

16 funds that the TTO was holding for the various 16 Q Did you ever speak with anybody at the
17 school districts? 17 TTO other than Mr. Healy who at anmy time told you
18 A That's what it appeared to be. 18 that they had concerns or suspicions or issues about
19 Q Did you have any role in seeking to 19 Bob Healy's perforrﬁance or honesty or integrity as
20. recover on any surety bonds or other related 20 treasurer of the TTO?

21 insurance that the TTO had for Healy's theft of 21 A No.

22 funds? 22 Q Did you prepare any kind of report or
23 A I did not, 23 written analysis of your investigation of Bob Healy
24 Q And when did Healy leave the TTO? Some |24 and his transactions with Amalgamated Bank?

casalereporting.com
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Page 17 Page 19

1 A Yes. There's a summary document of 1 yes.

2 Amalgamated Bank compared to the bank reconciliations. 2 Q Were they billed for it?

3 Q Were you ever asked to investigate any 3 A I don't know.

4 other area of Bob Healy's financial dealings other 4 Q Qkay. And District 204 was

5 than the Amalgamated Bank transactions, the wire 5 approximately 25 percent of the group of districts
6 transactions at Amalgamated Bank? 6 that formed the TTO, am I right about that?

7 A Later I was asked to relook at his 7 A Approximately, yes.

g employee pay history so that his actual earnings 8 Q And they were the only high school among
g could be submitted to the IMRF. g9 the districts that formed the TTO, am I right about
10 Q Submitted to who? 10 that? )

11 A . IMFR. Illinois Municipal Retirement 11 A No,

12 Funds. 12 Q C;kay. But they're the largest scheol
13 Q What did' you determine from your 13 district of any of the other districts, am I correct
14 analysis of Bob Healy's employee pay history? 14 about that?

15 A It wasn't an analysis. It was compiling 15 MR. KALTENBACH: I‘'m going to cbject as
16 what he should have been paid from his contract 16 to largest as being vague, but you can answer the
17 versus what he was actually paid. 17 question.

i8 Q And was there discrepancy between what 18 BY MR. HOFFMAN:

19 he should have been‘paid and what he was actually 19 Q Well, the TTO -- I'1ll ask a better

20 paid? ' ) 20 question. The TTO -- you said that the funds that
21 A Yes. It appeared he was paid too much. 21 the TTO holds are approximately 25 percent of the
22 Q How much? 22 funds of District 204 roughly, correct?

23 A That I don't recall. 23 A Their fund balance is approximately 25
24 Q Approximately are we talking about a few 24 percent against all of the school districte, yes.

Page 18 Page 20

1 thousand dollars, are we talking about $100,000, a 1 Q Is there any other district that has a
2 million dollars? 2 larger fund balance?

3 y:S ‘I want to say it was in the range of 3 A I don't recall because they ebb and

4 like between 4 and £500,000. 4 flow, so there are districts that are close to them,
5 Q And that was money that would have come 5 but I don't rememwber each district's percentage off
6 from the funds of District 204 and thé other school 6 the top of my head.

7 districts being held by the TTO? 7 Q Okay. Fair enough. Let me tell you

8 A It was recorded in the treasurer's g8 something that I usually say at the start of a

9 office expemnses. g deposition, but I'l1l tell you now. If at any time
10 Q Well, the treasurer's office itself -- 10 you want to take a break for any reéson, just let me
11 the TTO doesn't have any money of its own, correct? 11 know that and we'll stop and you can use the

12 All of the money that it holds and manages is money |12 washroom or get more water or a cup of coffee or

13 that beleongs to the various districte and then the 13 whatever you'd like, So make yourself at home.

14 TTO sends out requests for payment for the TTO's 1v4 Okay?

15 expenses,; right? 15 ‘A Okay .

16 A Yes., They bill the districts. 16 Q You talked earlier about assisting

17 Q S50 the TTO -~ the funds that the TTO has |17 Mr. Bradley and Mr, Theissen with the bank

18 are funds that it manages on behalf of the various 18 reconciliation process to tfy and -- to try to

19 districts including District 204, correct? 19 understand what investments were held by the

20 A Yes. 20 treasurer's office. Do you remember that?

21 Q Okay. BSo when Bob Healy was overpaying |21 A Yes.

22 himself by 4 to $500,000, that was in part the money [22 Q and so what did you deo in that respect,
23 that belonged to District 204, correct? 23 please?

24 A If ‘they would have been billed for it, 24 A I helped various treasurer's office

casalereporting.com
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Page 21 Page 23

1 employees in completing or understanding how to 1 banks or other financial institutions were not

2 complete bank reconciliations. I made phone calls 2 sufficient to give you a full picture of the

3 to various local banks trying to understand what 3 investments that the TTO held in 2012, correct?

4 investments might be held by the TTO. a4 A You use the word, "bank statement.®

5 Q why was this necessary? 5 Some investments are not bank statements, so that's

6 4 There didn't appear -- there wasn't 6 why T was trying to be more specific.

7 anybody within the treasurer's office that had a 7 Q I see. So they were both banks and

8 good sense of what all of the investments were g other financial institutions that had investment

9 because Mr. Healy was responsible for that in the g funds of the TTO?

10 past. 10 A Yes.

11 o] Well, why weren't there written records 11 Q Qkay. And what types of financial

12 of the investments that the TTO had? 12 institutions other than a traditional bank was the

13 A I can't speak to why there were not. 13 TTO putting investment funds into?

14 Q But in fact there were not written 14 A They dealt with various investment

15 records sufficient for you to determine the 15 advisors. At that time they were dealing with

16 investments that the TTO held during the time that 16 brokers such as --

17 Healy was treasurer, correct? 17 Q How many brokers?

18 A I could not be certain that any records 18 A That was one of the things we had to

19 were fully inclusive, no. 19 determine when he left. There were approximately

20 Q And why couldn't you be certain that the |20 between eight and ten different places he was

21 records were fully inclusive? 21 investing with in addition to t;,he local banks,

22 A Mr. Healy was responsible for all of the |22 Q And how many banks approximately did the

23 investments and kept track of any supporting 23 TTO have money in in 20127

24 documents related to those transactions. 24 A Including the CDg, I would say probably
Page 22 Page 24

1 Q Well, did Mr. Healy to your knowledge 1 between 15 and 20.

2 take documents with him when he left the TTO? 2 Q Okay. 2And were you able to comtact each

3 A I can't say that for certain, 3 and every one of them and determine all of the funds

4 Q But in conducting your analysis, you 4 that they held on behalf of the TTO?

5 were not able to find documents sufficient to ) 5 A We believe so, yes.

6 identify all of the investments that the TTO held on | ¢ Q When you say you believe go, why do you

7 behalf of member districts as of late 2012, am I 7 limit your answer in that way?

g8 correct about that? g A Every now and then we would get a piece

9 A Correct. 9 of paper from a bank that said there was inactive

10 Q And did you go back to original bank 10 activity and we would have to research whether it

11 statements that the TTO had in its £iles? 11 was pertinent to a current investment or if he had

12 A In some cases, yes. 12 stopped using that institution. )

13 Q And what did you determine from looking [13 Q And in any of those instances, did you

14 at those bank statementg? 14 £ind more money that was held by the TTO at another

15 A That question is kind of vague. I'‘m not |15 bank?

16 certain what you're asking. 16 A We did not.

17 Q Were you able to go back and look at 17 Q Okay. So your thinking is if the TTO

18 bank statements and from those statements determine 18 had money in a bank that you didn't know about,

19 what investments the TTO held as of 20129 19 eventually the bank would send a notice to the TTO

20 A A combination of statements and 20 and you would investigate it and find the extra

21 consulting with banks because statements aren't 21 money?

22 always available for -- for example, a local CD, 22 A Correct.

23 there aren't statements. They're certificates, 23 Q Okay. Did -- when you did your

24 Q S0 in some instances, the statements of |24 investigation in late 2012 into the investments held

casalereporting.com
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1 by the TTO, was that the time period in which you 1 produced and given to the auditors for Jumne 30,
2 began doing that work, late 20127 2 2012.
3 A Yeah. It could have been into '13., I 3 Q Okay. And that's the file that you gave
4 don’t recall the exact timing. It was within fiscal | 4 to the auditors and you know you did it because you
5 *13. 5 have an e-mail that said you're transmitting that
6 Q So either in late 2012 or early 2013, 6 file?
7 you did your work analyzing the investments that the | 7 A No. I have an e-mail back from them
8 TTO held, am I right about that? 8 that commented on it.
g9 A Yes., 9 o] Do you remember what comments, if any,
10 Q Okay. And did you prepare a reporit or 10 you got back?
11 spreadsheet or other type of summary that listed all |11 A No, I don't.
12 of the banks or brokers or other financial 12 Q And then you kept ;a copy of that file on
13 institutions or investment advisors who were holding |13 a flash drive, but you can't find the flash drive?
14 money of the TTO's districts? 14 A That's correct.
15 A Yes. 15 Q All right. BAnd the auditors that you
16 Q and when did you prepare that report? 16 sent the file that has the report on investments, is
17 A It would have been given in conjunction 17 that Baker Tilly?
18 with the fiscal 2012 audit and then ongoing after 18 A Yes.
19 that. 19 Q And who at Baker Tilly sent you the
20 Q And if I wanted to find that, where 20 e-mail responding back about this report?
21 would I find it? Did you bring it with you today? 21 A Jim White.
22 A No. 22 Q so if I wanted to get a copy of the
23 o] Okay. 8o where would I find your report [23 document that we're discussing,' I could get a copy
24 that had all of the TTQ investments as of the end of |24 from Jim White at Baker Tilly?
Page 26 Page 28
1 the 2013 year? 1 A I can't speak to whether he still has
2 A The end of -- 2 that or not.
3 Q Or, I'm sorry, as of the end of the 3 Q Okay. Assuming that he still retained
4 2012-2013 fiscal year. 4 it. But he did get a copy of it in 2012, right?
5 A Well, I believe I have it in an e-mail. 5 A To the best of my knowledge, yes.
5 Unfortunately wmy files from 2012 are on a flash 6 Q The TTO doesn't have any sort of back-up
7 drive and I can't find the flash drive right now. 7 system or any other type of document retention plan
8 Q Could you explain that to me, please? g that would have --
9 A I lost the.flash drive that held that g A You're asking about a time when they
10 year's data on it. I have an e-mail that I have --. {10 were still kind of following Bob Healy's policies.
11 that the auditors gave to me if you're specifically |11 Currently all of the files are either saved on a
12 looking for June 30, 2012. 12 shared drive or in a drop box, so they're backed up
13 Q Could you describe the e-mail a little 13 multiple times.
14 more to me? I'm not sure I follow you in terms of 14 Q But the file that you created is not
15 what the e-mail is. 15 backed up on a shared drive, is it?
16 A I gave it to the auditors. They gave it |[1g A No.
17 back to me with some comments on it. 17 Q The one we're talking about?
18 Q You gave -- 18 A Not for that period of timé, no.
19 A I gave this file that -- 19 Q Okay. And that wasn't the Bob Healy
20 Q Flash drive? 20 time period. That was after that, right?
21 A No, not the flash drive. You asked me 21 A Yeah, I guess.
22 for June 30, 2012. 22 Q So how come that didn't get backed up?
23 Q Right. 23 A There was no policy in place for backing
24 A That file. A copy of it would have been |24 up files.
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1 o] And you understand that this lawsuit 1 District 204's audit?
2 that we're here for Foday involves the time period 2 A If there was an invoice copy available,
3 during which Healy was the treasurer, correct? 3 we reviewed it and it clearly stated it was for
4 A Yes. 4 204's audit.
5 Q Okay. And the document that you created | 5 o] When you say, "if there was an invoice
6 and then lost that showed the investments that the 6 copy available," were there instances in which there
7 TTO held as of June 30, 2012, did you ever see any 7 were no invoice copy available?
8 similar documents prepared by anyone else for years 8 A Yes.
9 prior to the 2012 to 2000 fiscal year, did you ever 9 Q And how many instances was there a
10 see one for prior fiscal years like that? 10 missing invoice for audit work?
11 A Not formally kept, but in some of 11 A I don't recall specifically, but it was
12 Mr. Healy's interest files, there were similar 12 less than 20. It was in -- going back to some of
13 listings. 13 the early years that were included in the time
14 Q Were those listings comprehensive such 14 period. 1In those instances, we looked at
15 that you could get a clear picture of all the 15 descrip%:io‘ns that had been keyed in at the time of
16 investments and investment income that the TTO had 16 payment and those also clearly- referred to District
17 and earned from 1995 to 2012? 17 204.
18 A I didn't review those documents, so I 18 Q Were the charges for District 204's
19 don't know if they were fully inclusive. 19 audite done by Baker Tilly velatively uniform over
20 Q Why didn't you review those documentg? 20 years or did they vary from year to year?
21 A - Because I was trying to compile things 21 A I don't recall,
22 from fresh data. 22 Q Do you recall in 2000 the charges being
23 Q Okay. Now, let's talk about phe project |23 very, very much larger than in other years?
24 that you worked on -- x)vell, before I get to this, 24 A I don't recall.
) Page 30 Page 32
1 are you -- let's gee. We have been told that you 1 Q And you have no idea why they were or
2 worked on analyzing the TTO's payments of investment 2 were not, do you?
3 income to District 204 during certain years, is that | 3 A I would not be able to answer that.
4 correct? v ‘ 4 Q Did you speak with anyone at Baker Tilly
5 A S.(es. 5 about the charges that they might have made for the
[ Q Okay. There are also issues in this ¢ Digstriect 204's audit to double check whether your
7 case having to do with the TTO's payment for andits 7 numbers were right?
g that Baker Tilly and its predecessors did of 8 A We received the irivoice copies from them.
9 District 204 during a certain period of time. Did 9 Q How far back did the invoice copies go
10 you ever have any involvement in that other issue? 10 that you got from Baker Tilly and when did you get
11 A Yes. I also compiled -- assisted in’ 11 them?
12 compiling those numbers. 12 A I don't recall how far they go back.
13 Q And what did you do in order to compile 13 The spreadsheet that we produced would say whether
14 the numbers for the amounts the TTO paid for 14 there's an invoice copy included or available or
15 District 204 audits? 15 not.
16 A I received copies of invoices from 16 Q Well, there was a point in which Baker
17 Lauralee Conway at the TTO as a first pass. 17 Tilly didn't have the invoices, right? Their
18 Q Okay. 18 documents only went back so far, am I right?
19 A And then subsequent to that, we ran a 19 A Right. BAnd so then we went to the
20 vendor history out of their accounting system. 20 treasurer's office invoices.
21 Q out of whose accounting system? 21 Q Well, how far back did the Baker
22 A The TTO's. 29 Tilly -- approximately did the Baker Tilly's
23 Q Okay. And how were you able to 23 invoices go?
24 determine whether a particular invoice was for the 24 A I honestly don't remember. It was prior
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1 to aﬁ least -- it was prior to 2006 fof sure, 1 employment.

2 Q So Baker Tilly at least had copies of 2 Q And those are the only two

3 invoices from 2006 on? 3 individuals -- and Clyde Bradley started with the

4 A I believe so, yes. 4 TTO after Healy was gone, right?

5 Q Okay. And you're not sure whether they [ A Correct.

6 had them in 2005 or 2004 or 2000? 6 Q Okay. 2nd neither of them knew why the

7 A I don't recall, 7 TTO had paid for District 204's audits for many

8 Q Did they have them for 19957 8 years prior?

9 A I don't recall when -- because at that 9 A No, they did not.

10 point they would have been Virchow and Krause. I 10 Q Okay. Do you have any knowledge

11 don't remember how far they went back versus when we |11 independent of talking to these individuals as to

12 pulled from the treasurer's office records. 12 why and how these payments were made?

13 Q So there was a period of years where 13 A I do not.

14 Baker Tilly did not have invoices? 14 Q Do you have any opinion as to whether or

15 A I believe so, yes. .15 not these payments were proper or improper?

16 Q And what you looked at instead of the 16 A I don't have an opinion.

17 actual invoices was descriptions that were coded 17 Q Do you know whether or not the TTO paid

18 into the TTO's records at the time of payment? 18 for the annual audits done by Baker Tilly or its

19 A Correct. . 19 predecessors or any other firm for any other

20 Q Could you describe those codings and 20 district other than District 2047

21 what system they would have been in? 21 A Predominantly that answer would be no.

22 a They would have entered into the TTO's 22 We looked and found a couple instances of a couple

23 accounting system called DCR. 2}3 thousand dollars that appeared to have been paid in

24 Q And how does that relate to the general 24 error.
Page 34 Page 36

1 ledger? 1 Q When was that and what were those

2 A That is the general ledger. There's 2 instances?

3 also an AP section. 3 A I believe it was going back to like

4 Q Is AP accounts payable? 4 1995. It was for a district called 204.5 or LADSE.

5 A That's correct. 5 Q Or what?

6 Q And what sort of codes or descriptions 6 ‘A LADSE which is LaGrange Area Special

7 did you look at in the general ledger in lieu of 7 Education I believe is what it stands for.

8 looking at actual invoices? 8 Q And what did you find with regard to the

9 A In the instances where there was not an 9 19299 payments?

10 invoice available, we looked at either a description (10 A It just appeared that they had been paid

11 field or the invoice field. and in those instances, |11 in error because there were no other instances of

12 they refer to District 204's audit or District 204. 12 any other district where an audit had been paid for

13 Q Did you ever speak with anybody at the 13 besides 204. )

14 TTO to determine why the TTO had been paying for 14 Q Why did you check as to whether the TTO

15 District 204's audits at Baker Tilly and its 15 had paid for audits of other districts other than

16 predecegsors for so many years? 16 2047

17 A The employees that were there did not 17 A It was a guestion that was asked in

18 have knowledge as to why, so I can't speak to why 18 conjunction with the litigation preparation.

19 they were paid. 19 Q And who asked you that question? Who

20 Q Who were the employees that you talked 20 asked you to determine that information?

21 to to determine that they didn't know why? 21 A I can't recall who from the attorney's

22 A Clyde Bradley and Lauralee Conway. 22 office asked me to do that.

23 Q How far back did Lauralee Conway go? 23 Q But it one of the TTO's attorneys?

24 A I don't know when she started her 24 A Yes.
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1 Q Was it Gerald Kubasiak? 1 BY MR. HOFFMAN:
2 A I don't recall who it was. 2 Q Let me ask you a better question.
3 Q Very distinguished gentleman with white 3 You're a CPA and accounting professional. Does it
4 hair -- a4 appear from your review of the general ledger and
5 A I know that, but it would have been done 5 the invoices and payments made by the TTO to Baker
6 via e-mail, so I don't recall. ¢ Tilly and its predecessors for the District 204
7 Q So it was either he or somebody from his 7 audit, does it appear from your review of that
g firm? g information that the TTO accidentally paid these
9 A Correct. g amounts for almost 20 years or does it appear that
10 Q And do you provide a written report to 10 these were deliberate payments?
11 the Kubasiak firm about the search you had done and |11 MR. KALTENBACH: I'm going to object.
12 determination you had made about the payment by the |12 Same objection. You can answer the question.
13 TTO on behalf of other districts? 13 BY MR. HOFFMAN:
14 A On behalf of other districts, no, 14 Q You can answer.
15 there's no report. 15 A I don't know that I can speak to that
16 Q 8o you didn't put together any kind of 16 given there -- there isn't any sign-offs on things,
17 analyeis describing the 1999 payments to District 17 you know, that would suggest that, you know -- they
18 204.5? 18 didn't have a practice in place where someone would
19 A I did not. 19 sign off on each individual invoice. They were --
20 - Q Okay. Do you know that Bob Healy 20 it was certainly paid in their normal AP process,
21 represented in writing to District 204 that the TTO 21 but I.can't speak‘ to whether that's knowing or not
22 was paying for the audits of all of the districts? 22 knowing. /
23 A I did not know that. 23 Q So you don't have any opinion as to
24 Q Do you believe from your analysis that 24 whether based on your review of past invoices and
Page 38 Page 40
1 you did -- do you have any opinion as to whether 1 general ledger entries, you have no opinion as to
2 that statement by Mr. Healy if I'm quoting it 2 whether the TTO's paymentg of the District 204°s
3 correctly was accurate or not? 3 audit expenses was, you know, knowing and
4 A Based on the review I did, I would say 4 intentional on one hand or accidental on the other
5 the statement is inaccurate. 5 hand?
6 Q Do you -- is it -- based on your [ MR. KALTENBACH: Same objection.
7 professional experience, is it fair to say that the 7 BY THE WITNESS:
8 TTO under Bob Healy's leadership in 1994 to 2012 was 8 A I don't -- I said I don't and I didn't
9 knowingly paying for the annual audits of District 9 finish my sentence. I'm sorry. I don't know. I
10 204 that the Baker Tilly and its predecessors had 10 don't understand why that --
11 done? 11 BY MR. HOFFMAN:
12 MR. KALTENBACH: I'm sorry. I missed 12 Q Well, look, you're a CPA and accounting
13 the start of that question. Could you -- 13 profespional with an accounting degree and you've
14 MR. HOFFMAN: You can reread it. 14 spent many hours of your life looking over
115 (WHEREUPON, the record was read 15 financial records of the TTO and wmany other
16 by the reporter as requested.) 16 businesses, correct, and any other governmental.
17 MR. KALTENBACH: I'm going to object on |17 entities or other entities that keep books, right?
18 foundation and I think it calls for the witness to 18 A Yes.
19 make an opinion that she's not -- has not 19 Q Okay. 8o what I'm trying to determine
20 represented herself ‘to be qualified to make, but you [20 is we know as a matter of fact that from 1994 to
21 can answer the guestion, Kelly. 21 2012 TTO paid for District 204's audits, right?
22 BY THE WITNESS: 23 ):¥ There's evidence of -- that they paid
23 A I mean -- 23 for them, yes.
é4 24 Q Right. &and so what I'm asking you is
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1 for your professional opinion based on your 1 It calls for speculation or perhaps an opinion, but
2 expertise and your analysis of these documents 2 Yyou can answer.

3 whether these payments over that almost 20-year 3 BY THE WITNESS:

4 period of time were accidental and fell through the a4 A When you're using the broad sense of the

5 cracks or whether these payments appear to be 5 TTO, I don't know who you'‘re speaking to as to who
6 deliberate and intentional? g would be a part of that process. 1It's -- that's a
7 MR, KALTENBACH: I'm going to make the 7 generic term.

8 same objection. I don't think -- 8 BY MR. HOFFMAN:

9 MR. HOFFMAN: &and if you can't tell, 9 Q Well, somebody signed off on wmaking
10 then you tell me that ag well. 10 those payments at the TTO, correct?

11 MR. KALTENBACH: Let me -- let's not 11 A There is no evidence of an actual
12 talk over each other. Let me finish making wmy 12 sign-off as you would say.
13 objection. I don't think there's a foundation. And |13 Q Ckay. But the checks were written and
14 I think she's being called to offer an opinion on 14 the amounts were paid, correct?
15 someone's intent. So I don't think that's 15 A That is correct.
16 appropriate. Subject to that cbjection, you can 16 Q And my question is in your opinion -- or
17 answer the guestion. 17 my question is do you have any opinion as to whether
18 BY THE WITNESS: 18 those payments appeared to be accidental or they
19 A I can't speak to what other people were 19 appeared to be intentional? If you don't have an
20 involved in a period of time where I wasn't there to |20 opinion, then I won't ask you what it ig.
21 pay the bills. They were -- they're ciearly 21 A I don't --
22 included in their accounting system. They're, you 22 MR. KALTENBACH: Same objectioms. You
123 know, included with all their other checks, but I 23 can answer.
24 can‘t gpeak to who signed ofﬁ on those or who - 24 BY MR. HOFFMAN:
Page 42 ) Page 44

1 knowingly was a part of that payment process. 1 Q Go ahead.

2 BY MR. HOFFMAN: 2 A I don't have an opinion whether they're

3 Q I understand that you can‘t read minds. 3 an accidental or a knowing payment.

4 But on the other hand sometimes the only records 4 Q Ckay. Thank you,

- 5 that we have to deal with are written records, 5 MR. KALTENBACH: dJay, I don't think we

6 right? Yes? 6 have ever taken the position that Bob Healy

7 A Yes. 7 accidentally made the payments. I meafl, I just --

8 Q And so does it appear from your analysis g MR. HOFFMAN: QCkay. Well, you knmow --

g of the written records that the invoices that were g MR. KALTENBACH: I don't think that's
10 sent and paid for by the TTO specifically stated 10 what we alleged. I certainly don't think that's the
11 that they had to do with the District 204's audits? 11 position that we've ever taken to my knowledge.

12 A Can you read that back, please? 12 MR. HOFFMAN: Okay. FPair enough.

13 Q Let me gay it again. The invoices that 13 BY MR. HOf‘FMAN:

14 you were able to find for Baker Tilly's and ite 14 Q ' Let me ask you about the issue in this
15 predecessors' audits of District 204 that the TTO 15 lawsuit that involves the payment of expenses of the
16 paid, those invoices specifically stated that the 16 TTO by District 204. Are you familiar with that

17 work was for the District 204 audit, correct? 17 issue?

18 A They stated they were for the 204 audit, |18 A Yes.

19 yes. . 19 Q Okay. And were you involved in the

20 Q Can you think of any reason based on 20 compilation of any numbers or information relating
21 your accounting experience why somebody associated 21 to that issue?

22 with the TTO might have not understood those 29 A I reviewed Lauralee Conway's initial

23 iavoices or charges to be related to District 2047 23 compilation.

24 MR. KALTENBACH: I'm going to object. 24 Q And what is that compilation? And where
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1 would I find it? 1 testify as to that. To the extent you're talking

2 A It's been produced for you. 2 about conversations you had with, you know, me or

3 Q Okay . 3 Jerry or one of the attorneys, I'm going to instruct
4 A It's a comparison of invoices that the 4 you not to reveal the substance of those

5 treasurer's office has in their folders that were 5 communications at least at this time. Doesn't

6 submitted to District 204 compared to the payments 6 seem -- it seems to me those are privileged.

7 that were received related to those invoices. 7 BY THE WITNESS:

8 Q Okay. 2And once you locked over Lauralee 8 A Okay. So the conversations with

9 Conway's analysis, what did you determine as to how 9 Mr. Bradley or Mr. Theissen were more in what memos
10 accurate or inaccurate it was? 10 were available or not available and specific

11 A There were some errors that I corrected (311 amounts, but we didn't have any substantive

12 and then it was determined that there was a 12 conversations as to what they meant as kind of an
13 significant balance that had not been paid. 13 offset or anything to the pro rata.

14 Q What errors did you correct and how were |14 BY MR. HOFFMAN:

15 they made? 15 o] Well, why didn't you think that was

16 a I can't recall. 16 important for you to understand given that you were
17 Q And then what -- when you say there was |17 preparing an analysis of pro rata amounts that were
18 a significant balance that hadn't beeﬁ paid, that's |18 allegedly unpaid by District 204?

19 the amount that they're suing for in this lawsuit, 19 A I wasn't asked to take those into

20 correct? 20 consideration.

21 A That's correct. 21 Q And you didn't as an accounting
22 Q What was your -- do you have any 22 professional have any questions about whether -- did
23 understanding as to whether the TTO had agreed to 23 you ask somebody, hey, there's these memos that show
24 pay for the accounting slash business functions of 24 this offset, what am I supposed to do with them and

Page 46 Page 48

1 District 2047 1 did somebody give you an answer to that?

2 A I have no knowledge of that, 2 A I was instructed to compile the invoices
3 Q Okay. Have you seen a series of memos 3 versus the payments, I was never instructed to

4 that District 204 sent to the TTO on an annual basis | 4 include these memos in that analysis.

5 from 2000 to 2012 stating that it was taking the 5 Q But you were aware of the exlistence of
6 amount that the TTO had invoiced for the pro rata 6 these memos, correct?

7 share of the TT0's invoices attributable to District 7 A To the extent that some of them were

8 204 and deducting from that the amount that the TTO g available, yes, but they didn't have all of them at
9 had agreed to pay for District 204's business slash g the time. ’

10 accounting functions? 10 Q What was your understanding of what

11 A I've seen some of those memos. 11 these memos represented or what agreement there was
12 Q Okay. And do you speak with anybody at |12 between the TTO and District 204 that these memos
13 the TTO about those memos? 13 were discussing?

14 A I mean there were various conversations 14 A Anything I would understand would come
15 prior to and after the submission of the lawsuit 15 from someone else telling it to me. I don't have
16 with Clyde Bradley, Mike Theigsen and their 16 any direct knowledge of what the memos are or what
17 attormeys. 17 conversations were had between the treasurer's

18 Q Okay. And what were those discussions? 18 office and 204.

19 I mean tell me what you guys talked about in terms 19 o] I understand that. So what were you

20‘ of these memos that showed this offset of the pro 20 told about these memos?

21 rata charge? 21 A I was told that 204 submitted these
22 MR. KALTENBACH: Hold on. Kelly, to the |22 items, but no one told me what to do with offsetting
23 extent you're talking about conversations with 23 them.

24 Mr. Bradley or Mr. Theissen, you can certainly 24 Q Did you ever ask anybody specifically
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1 whether you should take these memos and the items in | 1 agreement like that, right?

2 these memog for offsgets into account? 2 A That's correct.

3 A Yes, I did. And the conversations with 3 Q Okay. And did they tell you a