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

TOWNSHIP TRUSTEES OF SCHOOLS )
TOWNSHIP 38 NORTH, RANGE 12 EAST, )
)
Plaintiff and Counter-Defendant, ) No. 13 CH 23386
)
v. ) Hon. Sophia H. Hall
)
LYONS TOWNSHIP HIGH SCHOOL ) Calendar 14
DISTRICT 204, )
)
Defendant and Counter-Plaintiff. )

This matter coming to be heard on Defendant Lyons Township High School’s (“LT’s”)
Motion for Partial Summary Judgment on the Statute of Limitations Issue, the matter being fully
briefed and fully argued by both sides before the Court, IT IS ORDERED:

L. Defendant LT’s Motion for Partial Summary Judgment for the reasons that the
Court stated i m its oral ruling issued today in open Court, is de; 1ed with 6"""} Leks A

T3 friea’ 722
2. ThlS case is continued for a status hearing on Mo\ Wy, 1O 2018 at ~Am

3. The ruling date set for March 16, 2018, at 11:00 a.m. is stricken.

XER

) %
L pORULEYL T COURT
 CLERKS of T4 cusﬂ“ﬁ i
pspuw cLERK B

Prepared By:
Jay R. Hoffman (Atty. No. 34710)

Hoffman Legal

20 North Clark St., Ste. 2500
Chicago, 1L 60602

(312) 899-0899
Jay@hoffmanlegal.com
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1 STATE QF ILLINQIS ) 1 THE COURT: ©Okay TTO versus Lyons.
2 » ss: 2 MR. HOFFMAN: Here, Judge. 3Jay Hoffman
3 COUNTY OF C OO K 3} 3 for the defendant LTSD.
4 IN THE CIRCUIT COURT OF CQOK COUNTY, ILLINOIS 4 MR. KALTENBACH: Good mor'm'ng. Barry
5 COUNTY DEPARTMENT - CHANCERY DIVISION 5 Kaltenbach for plaintiff 710 and Gerald Kubasiak
6  TOWNSHIP TRUSTEES OF SCHOOLS b 6 is also with me.
7  TOWNSHIP NORTH, RANGE 12 EAST, ) 7 THE COURT: Oh. He gave your name?
8 J 8 MR. KUBASIKA: Yes.
9 Plaintiff/counter-pefendant, 2 ] THE COURT: All right. The reason I
10 2 10 called you in earlier is that I don't have a
1 vs. ) No. 13 CH 23386 | 11 written opinion for you, but I do need to tell
12 D] 12 you what's going on with it, just se¢ you have
13 LYONS TOWNSHIP HIGH SCHOOL 3 13  some idea where I think this is with respect to
14 DIST. 204, ) 14  the statute of Limitations.
15 J 15 I'm going to deny the motion for
16 pefendant/Counter—Plaintiff. ) 16 statute of Limitations without prejudice because
17 ) 17 1 think there is some factual matters that may
18 REPORT OF PROCEEDINGS at the motion of 18 have a bearing on whether or not a Statute of
19  the above-entitled cause before the Honorable 19 Limitations will app]y_ And it may be that I
20 SOPHIA H., HALL, Judge of said Court, at the 20 just don't have that information and it is
21 Richard 1. Daley Center, Room 2301, on the 20th 21 available somewhere else ar not.
22  day of February, 2018, at the hour of 11:00 a.m. 22 so this was a motion for partia1
23 Reported By: Gina M. Callahan, CSR 23 sumary judgment of the Statute of Limitations
24 License No.: 084-003623 24 issue. Usually that comes up in a Motion to
1 3
1 APPEARANCES: 1 Dismiss, but I understand why it didn't happen.
2 MILLER, CANFIELD, PADDOCK AND STONE, P.C. 2 SO aga'in repeat'ing' the court den'ies
3 BY: MR. BARRY P. KALTENBACH -and 3 the motion without prejudice.
4 MR. GERALD E. KUBASIAK 4 So the factual issues arise around how
5 chicago, I1linois 60606 5 the tax collections are handled. vou kind of
6 (312) 460-4231 6 leapt into the middle of this, so there is a lot
7 kaltenbach@millercanfield.com 7  about just how the money is handled piece by
8 kubasiak@millercanfield.com 8 piece by piece.
9 on behalf of the Township Trustees; 9 so the tOWl'ISh'ip, I gather, collects the
10 10  taxes. I gather that. Not a great deal of
1 LAW OFFICES OF JAY R. HOFFMAN, by 11  conversation. I did look at the statute and
12 MR. JAY R. HOFFMAN 12 maybe I missed it, but the township collects the
13 20 Worth Clark street, suite 2500 13 taxes. And then the township trustees, the
14 Chicage, I1linois 60602 14 school trustees, they have a treasurer who is
15 (312) 899-0899 15 designated to do all the money handling. and
16 jay@hoffmanlegal.com 16 pursuant to statute, there are various
17 on behalf of LTsD. 17 provisions about how the money that's collected
18 18 dis to be managed and how the items are
19 19 distributed, more in a conclusory fashion
20 20  they're supposed to do this. So here's where
21 EXHIBIT 21 the questions come up.
22 22 So dealing with the investment income,
23 2, 23 the investment income apparently is -- and T'm
24 24 going to use this as an analogy because it
4
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1 helped me. If the analogy doesn't fit what is 1 trust account happening.
2  happeming actually, then let me know. But I 2 All right. So now we get to what
3 think of the treasurer, and I'm going to talk 3  remains is whether there is a public interest
4 about the trustees as like a bank. They are -- 4  exemption. Yes., and it would seem to me that
5 and they have custody 1ike a bank has of monies 5 there 15 a public ‘interest exemption hecause,
6 in their depositor's accounts. 6 from what I can tell from how the monies are
7 so using that as the analogy, the bank, | 7 moving, because the district's -- and this case
8 as custodian of the money, has no trusteeship 8 s kind of backwards in a way. But the monies
9 duties as custodian and the depositors Tike -- 9 in the district accounts or however they're
10 this is my understanding of it. And the 10 being moved, the people have an interest in
11 depositors, 1ike each of the districts, have 11 them. So it would seem that whatever is going
12 their own bank account. 12 to happen here, there is a public interest
13 So any money which is to be distributed |13 exemption. So it would seem that that doesn't
14 from the district's bank account is distributed |14 apply based upon what I can see. The investment
15 pursuant to the order of the accountholder, the |15 income is of interest, and that's a different
16 district's, aAnd the fact that the treasurer -- |16 kind of account. I don't know. More
17 let's just use the treasurer for the trustees is |17 information has to be had about that.
18 a second signer on the account, it is just that |18 Then the operating expenses. How are
19 because, I guess, there is a real bank that has |19 the operating expenses paid? It would seem that
20 the monies on deposit. oOkay. So -- but the 20 the distribution of the operating expenses are
21 relationship between the treasurer and the 21 connected to the whether or not the audit
22 districts is over accounts that are depositing 22 payments to -- let me back up.
23 into with the collections. 23 Moving to the audit expenses, the audit
24 so then I'm asking myself how is the 24  expenses seem -- of Lyons Township seem to come
5 7
1 money moved around? So apparently, the statute 1 out of the operating income. And so if the
2 allows for the treasurer to take the agency 2z audit expenses were properly paid or not paid,
3 accounts and put them inte one big account to 3 it would affect the percentages that were being
4 invest the monies, and then the treasurer will, 4 distributed from the operating income., Though
5 as the income comes in on the combined 5 these two pots of money are treated separately,
6 investment account which contains the district's | 6 they are connected, because I think that the
7 money that has already been distributed to the 7 only question here is because the audit expenses
8 districts, then those monies are distributed. I | 8 for Lyons Township is being paid out of —- is
9 dont know ¥ there is any trusting around that. | ¢ baing paid as a part of the operating expenses
10 Tt doesn't -- and if 7t is a trust account, then (10 of the treasurer's office, as such, then that
11 it would have to be very specific that there is |11 affects the portion that everybody is paying to
12 a trust. 12 reimburse for the operating expenses.
13 Let me cut to the chase in a moment. I |13 I know this sounds a Tittle confusing
14 don't see anything that indicates that the 14 as I'm expressing this, but that's because it is
15 treasurer is holding -- at this point holding 15 not totally clear how the monies are traveling.
16 any money in trust subject to the treasurer's 16 And in any event, with respect to the elements
17 discretion as to how they might spend things. 17 of the public tinterest exception as is set up,
18 It just seems to me the treasurer is moving the |18 those elements seem to be based on -- and they
19 district's monies according to the statutory 19 ook 1ike they are separate ones -- the effect
20 requirements. So I'm not seeing that. 20 of the interest on the public, the handling of
21 So that means the issue of the Statute |21 that money does have an interest in the public
22 of Limitations, in my view, at this point is not [22 in terms of the monies available to address the
23  going to be resolved by saying the Statute of 23 operation of the schools. Clearly, a conrection
24 Limitations doesn't apply because there is some |24 there, unlike the so-called insurance premium
6 a8
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1 issue in the other case that was cited which was | 1 application of the Statute of Limitations
2 the Kking case, the Champaign County Forest 2 without prejudice.
3 Preserve District versus King. This is a 3 MR. HOFFMAN: Without prejudice based
4 different situation. And the King facts don't 4 upon -- well —-
5 fit this one. 5 MR. KALTENBACH: The reascning of the
6 There is an obligation of the 6 Court.
7 governmental unit to act on behaif of the 7 MR. HOFFMAN: Subject to proof being
8 public, it appears, and the extent to which the 8 presented at trial.
9 expenditure -- my understanding of that language | 9 MR. KALTENBACH: well, without
10  is how much money is involved here. And that 10  prejudice.
11 extent of expenditure is there is a Tot of money |11 MR, HOFFMAN: Without prejudice.
12 dnvolved here. So I think that the Statute of 12 THE COURT: So that takes care of that.
13 Limitations does not prevent the trustees from 13 (whereupon, these were all the
14 pursuing this. 14 proceedings had at this time.)
15 Now, there are a lot of other questions |15
16 in the cause of action that I think we still end | 16
17  up having to get to, but this was intended to 17
18 narrow what's at stake. And based upon what's 18
19 been presented here, I do not see a basis for it {19
20 narrowing it. 20
21 MR. KUBASIAK: Thank you, your Honor. 21
22 you probably don't have too many cases that go 22
23 back to the 1800s that we have to reply upon. 23
24 THE COURT: And it was fascinating 24
9 11
1 looking at. And I looked at the -- spent a lot 1 STATE OF ILLINOIS 3
2 of time looking at the District 5, District 1 2 ) ss
3 case. 3 COUNTY OF C 0 O K )
4 MR. KUBASIAK: Yes, yes. 4
5 THE COURT: And District 5 Bistrict 1 is 5 Gina Callahan, being first duly sworn,
6 really kind of different. It doesn't help in a 6 on oath says that she is a court reporter doing
7 sense, because it was a fight between District 5 | 7 business in the City of chicago; and that she
8 who al r'e_ady -~ where the money had already 8 reported in shorthand the proceedings of said
9 been -- it was district -- 9 hearing, and that the foregeing is a true and
10 MR. KALTENBACH: It was District 5's 10 correct transcript of her shorthand notes so
11 money but given to Distr;ict 1. 11  taken as aforesaid, and contains the proceedings
12 THE COURT: It was District 5's money 12 given at said hearing.
13  given to District 1. And I bet that even the 13 d ’ (1 /
14 judges who were deciding that one were having 14 LR M(ﬂ,/[ﬂ/i(_/
15 difficulty because the language was not totally |15 Gina callahan, CSR
16 clear, even in the way they wrote qt. 16 LIC. NO. 084-003623
17 MR. KALTENBACH: Tt is archaic. 17
18 THE COURT: Inartfully written is the 18
19  word for it. 1
20 MR. HOFFMAN: So before the order, your |20
21 Honor. 21
22 THE COURT: I'm going to deny it. 22
23 MR. HOFFMAN: Without prejudice. 23
24 THE COURT: Summary judgment for 24
10 12
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Page 1

IN THE CIRCUIT CQURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

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

Plaintiff,
No. 13 CH 23386

V.

LYONS TOWNSHIP HIGH SCHOOL
DISTRICT 204,

Defendant.

The deposition of MICHAEL THEISSEN taken
before Loretta A. Tyska, Certified Shorthand
Reporter, taken pursuant to the provisions of the
Illincis 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,
éommencing at 1:04 p.m. on the 16th day of

February, 2017.

EXHIBIT
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2 (Pages 2 to D)

Thompson Court Reporters, Inc
thompsonreporters.com

Page 2 Page 4 |
1 APPEARANCES: 1 MICHAEL THEISSEN, :
MR. BARRY P. KALTENBACH » having beent _ . :
3 225 West Washington Street, Suite 2600 3 was examined and testified as follows:
Chicago, Tlinois 50606 4 EXAMINATION :
4 Phone: (312) 4604251 5  BY ' |
Email: Kaltenbach@millercanfield.com MR. ,HOFFMAN' . . . 3
5 6 Q. Sir, can you provide me with your highest E
Appeared on behalf of the Plaintiff, 7 legal of education? :
6 - . i
HOFFMAN LEGAL 8 A, I have a master's in mana-gement with an 7‘
7 MR. JAY R HOFFMAN 2 emphasis on finance and marketing. ke
20 North Clark Street, Suite 2500 10 Q. Where did you get that from?
8 Chicago, lllinois 60602 . . . '
Phone: (312) 8990899 11 A. Willamette U'n'lvers'lty in Salem, Oregon. :
9 Email: Jay@hoffmanlegal com 12 Q. lam very famitiar with that arca. My )
10 Appeared on behalf of the Defendant. 13 best fiiends lived in Salem for many years.
E 14 A. That, of course, means you know how to
£ % & & & % 15 pronounce wine.
13 16 Q. Pinot noir. :
i 17 A. Exactly.
16 18 Q. Ithink I like the craft beers better. 3
17 19 (Discussion off the record.) !
o 20  BY MR HOFFMAN:
20 21 Q. What, sir, is your professional :
2; 22 background?
23 23 A. How far back do you want to go? Frommy F
24 24 paperboy days or lawn mowing? ?
Page 3 Page 5 |
T o : TN I.; EN X oAGE I (3 Leis work backwards from now. i
2 2 A. Olkay. So right now I'm an independent
3 Exarminiation By Mr. Hoffinan 4 3 consultant and investor in a number of businesses. ;
4 EXHIBITS GE 4 Prior to that -- that's been about 18 years, At

., DESCRIPTION PAS
2 g:'“bf‘ 1 ?Relm gd assipnment of claim) 10 5 that point before I left I was at Mesirow Financial.
7 Exiibit2 (Final Release, Sctgement, and 10 6 1 was an investment banker. -
8 7 Q. How long were you at Mesirow for? :
9 Exhibit 3 (Proofof Claim) 1 8 A. Well, I was at Mesirow and Mesirow Stein,
Lo Exhihit 4 (Deposition of Kelly Bradshaw) 17 9  solwas at Stein & Company doing financial
Exhibit 5 (Order on summary judgment) 17 10 structuring and program management for sports '
11 . - .
Exhibit 6 {Asticle from Pioneer Press) 20 11 facilities and large publie-private partnerships. :
12 12 Q. Didyou have a hand in Toyota Park? :
Exchibit 7 (Testimony of Judge Hartigan) 34 !
13 13 A. 1did not have a hand in Toyota Park, no. 3
1a Exthibit 8 (September 5, 2013 mema) 4 14  Iworked on Toyota Park as an independent consuitant [}
N Exhibit § (Memo dated November 7, 2013) 54 15 related to a possible naming rights deal, but not in i
5 H
Exhibit 10 (Request for Posting Entry and 78 16 the structuring and development of it.
16 notes) : 3
17 Eshibit 11 (ITO general ledger) 79 17 Q. Okay. And then when did you become an i
18 Exhibit 12 (Letter from Bob Healey to Lisa 134 18 independent consultant, approximately? E
eckwith dated 8, 1999 b
18 B th August 13, ) 19 A. Probably 18 years ago, 20 years ago. When ;i
Exhibit 13 (Letter ffom Michael Theissen to 150 - . §
20 Mike Pors dated 2, 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, i
S; 22 bonds, provide investment advice for my clients, as %;
2 (EXHIBITS RETAINED BY MR HOFFMARN, 23 wewould do financial structuring both on the debt :
24 24 and equity side. é
i



Page © Page 8
1 Q. Did you ever do any audit work in your 1 which we manage on their behalf. You know, for 2
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. SoI don't know. If you want to ask me that
6  the TTQ, correct? 6 again, I'll try to answer it.
7 A. Yes, I am an elected board member of the 7 Q. The TTO doesn't have any revenne 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? Where does the TTO get its
10 sometimes referred to as trustees? 10 momney?
11 A. Yes. 11 A. We bill the other districts, correct. We
1z Q. When did you first become an elected board 12 don't have tax —
13 member of the TTO? 13 Q. You don't get tax money, right?
14 A. It was probably five years ago, maybe five 14 A. No, we do not. We get tax money
i5 and a half years ago. I fulfilled the term of 2 15 indirectly via what we bill the other districts,
16 gentleman that resigned, 1 believe, to become a i6 Q. Okay. So the money that the TTO has is
17 Jjudge; 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 TTQ, correct?
20 A. [ 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. Let me ask you a better question.
24 A. T'd say it's maybe '12 or '13. It was 24 A, Okay.
Page 7 Page 9
1 roughly June of one of those two vears, 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 he steal that from finds of the
4 as treasurer? 1 districts? And I mean whether it's held directly or
5 A. It was before, probably six weeks before, 5 indirectly for the districts.
3 six to seven weeks before. Bob Healy resigned on 6 A. The money that I believe Bob stole, from
7 Labor Day weekend. I remember that. 7 what we can tell on the wire transfers, were
8 Q. If1tell 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 aware that Bob Healy stole from - 12 operating account come fiom?
13 Well, you're aware that Bob Healy stole in excess of 13 A. It comes from the districts, as we talked
14 a million dollars in his position as treasurer, 14 about previously.
15 correct? 15 Q. Okay. Soyou helped the TTO make a claim
16 A. Yes. 16 against bends 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 TTQ? ) 19 Q. Yes?
20 A, I'm not 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 uh-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 vacation days, yes. '
3 rght? 3 Q. As well as wire transfers?
4 (Exhibits 1 - 3 were marked.) 1 A. Yes. i
5 BY ME. HOFFMAN: 5 Q. Okay. Iunderstand that the TTO has
6 Q. The document Theissen Exhibit Number 1, am 2 different accounts that it manages, both operating :
7 1 correct that this is a release that you signed 7 accounts for the TTO and investment accounts of i
8 whereby the TTO received $165,000 for its claim on a g money held in trust for the other districts, but I'm i
9 bond issued by Liberty Mutual Insurance Company? 9 asking a more fundamental question here. Whose 5
10 A. That looks correct, yes, 10 money did Healy steal that formed the basis of these ~ {:
11 Q. And that's your signature on the release, 11 claims on the bonds? K
1z sir? 12 A. Well, this would be the TTO's money. :
13 A. Yes,itis. i3 Q. Andis it your position that all of the r
14 Q. And I'm showing you Theissen Exhibit 14 money that the TTO recovered on its bond claims
15 Number 2. Am I correct? 15 belongs to the TTO and not the districts? '
16 THE WITNESS: Dol get to keep these and take 16 A. 1did 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. Is it correct that Theissen Exhibit 21 MR. KALTENBACH: I'm going to object fo 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 into 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. That looks 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
g copy of the proof of claim that the TTO submitted 8 structural deficit, each school district has a 3
g to -- in comnection with this loss to the Hanover 9 pro-rata allocation or pro-rata liability to that
10 Insurance Group as you see on page 27 ' io0 structural deficit. So as if relates to this
11 A. Yes, that looks correct. 11 million dollars in question, I think first and
12 Q. Is it correct that the claims that the TTO 12 foremost we would probably apply it to the
13 made on these twa bands arose out of wire transfers 13 structural 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 liability
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 struciural deficit started about
17 A. Tknow the basis is — I do not know about 17 15 years ago. Primarily, as 1 mentioned, we have S
18 the sick — T don't remember the details with the 18 issues related to cash flow. And 204 chose to not B
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. So the million dollars, that I think is :
2% Q. Take alook at - let's see if | 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 structural deficit first so that it would
23 middle on Theissen Exhibit Number 2 whers it says -- 23 help reduce the liability of each school district
24 A. Oh, okay, Iseceit, yeah. Ifthat was 24 that's a member of the TTO.
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Page 14 Page 16
1 Q. So your position is because the TTO is 1 of meney 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 varions school
3 million recovery on the bonds and apply it to ifs 3 districts?"
4 deficit, yes? : q Answer: "That's what it appeared to be."
5 A. When you say ""short on eash,” I don't know 5 Do you disagree with Ms. Bradshaw's
5 what you - we're shart 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 I seeit?
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 funds, right? Am I correctly summarizing what you i3 A. Okay.
14 said? Yes or no? 14 {Pernses document.)
15 MR. KALTENBACH: Il object in that it does 15 I wouldn't necessarily agree with that.
le 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, 1 guess, define to me what you
21 Q. AsTunderstand your testimony - correct 21 mean — what she means by "holding' there. I mean,
22 me if T'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 ko its structural 23 surptos fund? Is it being held in the agency fund?
24 deficit, comect? Regardless of the source of the 24 Is it 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. Tthink 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?
7 Q. Has the TTO made a decision as to what to 7 A. Idon't agree with it, but I don't
8 do with this $1,040,000 recovery? 8 disagree with it. I think her interpretation and my
9 A. No. 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 12 (Exhibit 4 was marked.)
13 that's what you're asking, 13 BY MR. HOFFMAN:
14 Q. InKelly Bradshaw's testimony, which I'l 14 Q. Youre 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, correct?
16 Kelly Bradshaw is? 16 A, Yes.
17 A. Yes. 17 MR. HOFFMAN: Mark this.
18 Q. Kelly Bradshaw on page 14 of her testimony ig (Exhibits 5 - 6 were marked.)
19 in this case 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 mmotion 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 that that was $1 million approximately 24 THE WITNESS: Is it a summary judgment?
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Page 18

Page 20

1 MR. KALTENBACH: T can stipulate to it 1 A. Tliterally have no idea —
2 MR HOFFMAN: 1mean, it seems obvious. 2 Q. Okay. Fine.
3 MR, KALTENBACH: I'l stipulate that this is 3 A. --on this particular piece of the case. j
4 laid — and I don't know if there was any other 4 Q. Now, Theissen Exhibit Number 6, this is an a;
5 document. But this certainly is what I think is the 5 article in the Pioneer Press. And at the very last :
6 - Iwasntmvolved in the case, but —itsa 6 paragraph on the page 2 is all I'm going to ask you \
7 Jjudgment, yeah. 7 about. You're 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 H
9 MR. KALTENBACH: The judgment, yeah 9 March 19th of 2015. Do you see that? ‘
10 THE WITNESS: My name is spelfed 10 A. Uh-huh,
11 T-hi-essen 11 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 15th of 20157 i
15 Q. Also, how much did the TTO collect on this 15 A. I would not remember the timing.
16 judgment? le Q. Okay. What did the TTO do with the
17 A, Tt was insignificant, 17 $33,000 it recovered from bank accomnts belonging to |
i8 Q. How much? 18  Healy? ¥
19 A, $33,000, if my memory serves me. 19 A. 1doe not know specifically.
20 MR. HOFFMAN: If you want to correct that, you 20 Q. What is your belief as to the proposition
21 can. 21 of that? Is that money that belongs and should be
22 MR. KALTENBACH: I'm not here to correct or not 22 given to the districts, of is that money that
23 correct his testimony. I don't think that's 23 belongs to the TTO? :
24 appropriate. 24 MR KALTENBACH: Il object to the extent it ;
Page 19 Page 21 |
1 MR. HOFFMAN: Idon't care. ['want to getto 1 calls for the witness to make a legal opinion. But ':'
2 the truth, so help yourself. 2 youcan answer, Mike.
3 BY MR. HOFFMAN: 3  BY MR HOFFMAN:
1 Q. So $33,000. And where did the $33,000 1 Q. T'masking for your view. :
5 come from? Do you know? 5 A. Iguess 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 accounts and maybe a brokerage account. 7 basisof relevance. Sorry. You can answer.
8 Q. Andhow much did the TTO spend in 8 MR. HOFFMAN: To your view. And itis i
5 altorneys' fees and other costs in connection with 9  relevant. :
10 this case against Healy? i0 Go ahead.
11 A. Tdo not know. 11 THE WITNESS: Ask me the question again.
12 Q. Wasit several hundred thousand dollars? 12 BY MR. HOFFMAN:
13 A. Tdo not know. 13 Q. What s your understanding as to who the
14 Q. You have no idea? 14 $33,000 the TTO recovered from Healy belongs to?
15 A. Tteould be a dollar. Tt could bea 15 Does it belong to the TTO or does it belong to the ,
16  million. I do notknow. 16 districts?
17 Q. Do you think it was a dollar? 17 MR. KALTENBACH: Same objections.
18 A. Ttwas probably more than a dollar. It 18  BY THE WITNESS: :
19 was probably less than a million. 19 A. T'm not sure -- when you ask me "does it 5
20 Q. Sosomewhere between a dollar and a 20 belong to the TTO," I don't understand what you mean |
21 million; you're not surc? 21 by that.
22 A. Twould give you that, yeah. Those 22 Q. Well, what happened to the $33,000? Youn ‘
23 parameters are probably correct. 23 say you don't know. Isthat 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 I don't know what you mean when yon say "distributed 3 document?
4 to the districts." 4 A. Let me take a look.
5 Q. Well, you doa't know what it means to have 5 So you're talking about the criticisms or
&  the TTO apply money to the accounts of the member 6 you're {alking about the suggestions?
7 districts in the TTO? 7 Q. Both.
8 A. 1do know that, yes. 8 MR. KALTENBACH: I'm going to object. I don'k
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. As it relates to the solution, two
1z Q. T'm talking about you don't need to cut a 12 trustees are on the board — "now former
13 check because you hold all the districts' finds, 13 treasarer" -- questionable -- “should resign" -- I
14 correct? 14 don't think that's appropriate.
15 A. Correet. 15 Q. Okay. Anything else?
16 Q. 8o it'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.
1% Q. Right. So whatI'm saying — 19 BY THE WITNESS:
20 A, Except for — well, Tet's - that's 20 A. (Asread): "Trustee should consider
21 not entirely true. School districts have taken the 21 replacing and all iegal 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 positien 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, 1
Page 23 Page 25
1 a physical check. So we dont 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 2 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 rums at a struetural 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: Il 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
i3 on behalf of the board — would be to get our 13 objection. Butyou 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. Idon'tdisagree with any of this.
16 distribute those to the school districts, as you ls Q. Okay. Thank you.
17 asked. 17 Who is Steven Landek?
18 Q. I'm showing you Hartigan Exhibit 4. I 18 A. Ibelieve he's a state senator.
19 don't have a third copy ofit. I'm not going to ask 19 Q. What's your relationship with Mr. Landek?
20 you a lot of questions about it. But do you 20 MR. KALTENBACH: I'm going te object on the
21 remember this Better Government Association report 21 basis of relevance.
22 on the TTO which contained its reform suggestions? 22 MR. HOFFMAN: You can have a standing relevan
23 A. Well, I gress I do remember this now, 23 objection the whole deposition. :
24 yeah. 24 MR. KALTENBACH: 1'd rather nof. 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 I say District 204, I'm referring j
2 be relevant, but — 2 to the same thing, right? l
3 MR. HOFFMAN: Yeah. You can have a standing 3 A. Tunderstand, *
4 objection as to any relevance. You can Iater object 4 Q. Okay. So did — do you know whether the :
S 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 f
7 that's fine. 7 A. Tdo not know that. i
8 MR. HOFFMAN: I do. 8 Q. Are you - did you ever speak with anybody i
9 MR. KALTENBACH: Then I won't have to say it 9 at the TTO on that subject? M
10 each time, 10 A. Prior to 20127 _ '
11 MR HOFFMAN: Exactly. So standing, 11 Q. Atanytime. Have you ever asked amybody
12 BY MR. HOFFMAN: 12 from the old days who was at the TTO or had retired
13 Q. Sir, what i5 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 at any point before 2012?
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, cotrect? 18 Q. Did you ever ask Judge Hartigan that
19 A. Yeah, no doubt I have. 19 question? :
20 Q. Any idea as to how much? 20 A. No. Idon't think Fve ever met Judge 1
21 A, Let's see. I made campaign confributions 21 Hartigan.
22 on a pretfy 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
T A, About this case? 1 Q. Have you ever spoken with Bob Healy? 3
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 ;
1 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. Alot 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 guestions related 9 Q. What were the nature of those -
10 to the timing of the case, related to the amounts 10 A. Pleasantries.
11 outstanding of the case, related to where we were in 11 Q. Nothing specific?
iz the process; ideally, either with settlement or 1z A, Nothing specific. If'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 but not for the *
16 case ~— or strike that. 16 other districts, correct? i
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? t
19 annual audit costs for LT. 19 A. Becanse as we went back and looked within
20 A. Okay. 20 the books and our records, we can see that we paid 3
21 Q. And you understand when I say “I.T," I'm 21 the audit costs related to 204 out of our 3
22 talking about Lyons Township High School District 22 operaticenal budget, which is not typically how bills :
23 204, ves? 23 are paid within our system. So it came out of the 5
24 A. Yes. 24 TTO's bank account versus 204's bank account. Z
i
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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. ROFFMAN: 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 actally go look at those records? 5 MR. KALTENBACH: Thank you for the commentary.
6 ° And ifnot, who did? 6 MR. HOFFMAN: —ifhe learned facts through
7 A. 1think 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.
8 know if I could say directly. Could have been 9 BY MR. HOFFMAN:
10 Kelly. Could have been Lauralee. It could have 10 Q. You didn't read the depositions, right?
11 been our accounting firm. It could have been Baker 11 A, No,I1donot.
12 Tilly at the time. It conld have been Miller 12 Q. Okay. Did anyone tell you what was
13 Cooper, who is our current auditor. I couldn't say 13 testified fo 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; well 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
13 A. Yes. 18 answer. Or object. Let's go.
12 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 | don't mind pausing a minute. You just
z21 TTO was paying for the audit costs of all districts? 21 spent time showing the man BGA recommendations that
22 A. Twasnot 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, but I think I 2 that.
3 disagree with it. 3 THE WITNESS: What depositions have taken place
4 Q. What I mean is, sitting here today, are 4 or - 1 don't know what was said in them.
5 you aware that the TTO — let me ask you 2 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 franscripts taken in this case, or
8 transcripts of depositions taken in this case? 8 any of them? That's the question. Very specific.
] A. No. 2 A. Has anybody related to me transcripts -
10 Q. Have you spoken with your attorneys about 10 Q. The content of the transcripts of
11 the content of any depositions, the factual content 11 testimeny 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, I think I'm aware of some items, yes.
14 MR. KALTENBACH: I'm going to -- Mike, I'm just 14 Q. Great. Temific. Are you aware that Bob
15 going to instruct you -- you can answer that. When 15 Healy testified in his deposition that during the
16 we start getting info questions relating to 16 relevant time period, the TTO paid for the audits of
i7 discussions with attorneys, I want you to be very 17 all of its member districts?
18 carefull to just answer the question asked and not 18 A. 1 was not aware of that.
19 kind of anticipate where he's going, because that's 19 Q. Il showitto you.
20 going to give me a chance to see if it's 20 A. Okay.
21 objectionable. 21 Q. This is Hartigan Exhibit 3 already marked.
22 The question "Have you spoken with your 22 Tum to page 19, sir, please.
23 attorneys about" - I'm sorry, think it was the 23 MR. KALTENBACH: Page 19 on the transcript?
24 factual content of depositions. I dor't think 24 MR. HOFFMAN: Yes, page 19 of the testimony.
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Page 34 Page 36 [

1 BY MR. HOFFMAN: 1 Q. Are you aware that Bob Healy wrote letters ,;
2 Q. Do yousee on line 12 it says: 2 to LT both in 1999 and 2001 in which he represented i
3 " And so the trustees paid for the audits 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. TI'm not aware of the confent 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. Tomy knowledge, that's incorrect. 9 Q. Would you like me to show you those :
10 Q. And why is that? 10 letters? '
i1 A. Wedon't have a record of that. We have 11 A. TI'd be happy to look at them. i
12 processed payments for school districts for audit iz Q. Let me — I'm going to represent to you, 3
13 fees. Iam not aware that we have paid for audit i3 because I have the letters -- I mean, if you want to
14 fees out of the TTO funds. 14 see them, that's fine. I'll show them to you. ;
15 Q. Do you have any understanding as to why 15 MR. HOFFMAN: TI'm showing Healy 1 to the
16 Healy testified the way he did? 16 wilness.
17 A. Thave no understanding, no. 17 Q. This is the April 29, 1999 letter that ;
18 Q. You're aware that Judge Hartigan was 18 Mr. Healy wrote to Lisa Beckwith at LT. Letme 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. i
21 (Exhibit 7 was marked.) 21 It says on page 6 of the letter:
22 BY MR. HOFFMAN: 22 "The trustees hire and pay for the andits
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?7 2 A. Uh-huh. a
3 Q. Little page 25. 3 Q. Yes?
4 A. Olay. a A. Yes,Ido. :
5 Q. Yousee starting on line 20, there's a 5 Q. And you disagree with Mr. Healy's
6 reference to a letter that Bob Healy wrote on 6 staternent there, right? You think that's factually

7 April 29, 1999 ta LT? Do you see that? 7 inaccurate, right?
8 A. Does it start "And it says this letter"? 8 A. I'think I'm confused by this.
9 Q. Yeah, 9 Q. Itsays—
10 A. Olay. 10 A, Ycan'read. Let me look at this.
11 Q. It says, "The trustees hire and pay for 11 (Reading document.) ‘
12 the audit of the school districts and the 12 Well, that would not be — E disagree with
i3 treasurer's office of Lyons Township." That's a 13 this. f_;:
14 quote from an April 29, 1999 Healy letter to LT. Do 14 Q. Okay. AndT'm going to show you an .
15 you know why -- Have you ever seen that letter? 15 additional letter where Healy says the same thingin |}
16 A. No. No. 16 2001. There's a January 1, 2001 Ietter to Dennis j
17 Q. Fine. And then the question to Judge 17 Kelly of LT from Mx. Healy. ;
18 Hartigan is; 18 As shown on the last page. Andthereisa I
19 "Is that consistent with your 19 section again — because it's the same letier, in ;
20 understanding of what the trustees did?" 20 essence — in which it says under Annual Andit: é
21 Answer: "I belive so." 21 "The trustees hite 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? 5
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Page 38 Page 40
1 A. Yes. . i Q. Okay. What does that claim that you have
2 Q. And you're saying that those written 2 about overpayment of interest have to do with
3 representations to LT 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. 1think 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 Tepresentations to LT? 8 writing that he would do that, even though he knew
9 A. Ihave no idea. g that that's not the process that teok place in the
i0 Q. Do you have any concems about LT being 10 office,
11 misled by those statements of Mr. Healy? 11 Q. Da you have any reason to believe that LT
12 A. Dol have any eoncerns? iz before this lawsuit was ever aware thet Mr. Healy's
13 Q. Yes. That's the question. 13 representations in the letters we just looked at
14 A. No. Ithink I probably have more concerns 14 were wrong?
15 that those were done to mask the fact that LT didn't 15 A. Do Ihave reason to believe?
16 pay their own audits, i6 Q. Yeah.
17 Q. So you think the reason that Mr. Healy 17 A. Yes, Ido,
18 wrote that is fo hide the fact that it was paying 18 Q. On what basis do you believe that?
19 audit costs only for LT? 19 A. Ibelieve that, number one, their auditor
20 A. Yes. 20 shouid have known the code, that we had a shared
21 Q. You want to explain to me what you mean by 21 audifor. I believe that their legal counsel shouid
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 namber of emails and 23 And 1 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, | would say, exerting influence or pressure on 2 well.
3 Bob within the office for interest alloeations; 3 Q. That wasn't my question.
4 probably, T would say, special treatment, 4 A. They would have gotten LT's —
5 Q. Okay. Describe those for me as best you 5 Q. That wasn't my question. It's not that
6 can. Give me your full knowledge of those 6 they should have ~ I'm not asking whether they
7 documents. 7 should have known; I was asking a very specific
& 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 lanch 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 anmmal
12 Q. Was this in 20067 12 audit costs of the other districts? That's my
13 A, [don'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. Idon't know the document that you're 16 THE WITNESS: Do [ have any facts?
17 talking about. I 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-allocated 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 miliion over-allocation of interest. How 22 I'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 "approximately.' 24 you didn't get it down.
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Page 42 Page 44 ;
1 MR. KALTENBACH: I think she may have got the 1 Q. Andhow did that conversation with Don
2 one before that correct. 2 lead you to belive that LT knew? 3
3 MR. HOFFMAN: Well — well, let me just 3 A, Idon't know what LT kuew. Idon't know E
4 restate. 4 what they didn"t know. ]
5 BY MR. HOFFMAN: 5 Q. You don't know what they knew? 1
6 Q. Sir, I'm not asking whether you think LT 6 A, Right, i
7 should have known that the TTO was not paying for 7 Q. That was my question. Thank you. You've g
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. Tdoknow — I do know, having met with ;
10 LT had actual knowledge that Healy's representations 10 LT, that it's a board of exiremely intelligent, ‘
11 on payment for all the districts’ audits was untrue. 11 well-qualified, highly intellectual members that is f
12 That's my question. 12 composed of doctors, lawyers, and CPAs, of which ¥ 1”
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 3‘
14 But a business manager at one of the other districts 14 oversight. Q
15 made us aware that we were paying for Lyouns Township 15 Q. Now, you agree that Baker Tilly and its Q
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 ,
ig an arrangement that T have with LT. 18 districts, correct? : ‘
19 Q. 'Who is that business manager? 19 Do I need to clarfy that?
20 THE WITNESS: Do I have to say that? 20 A. Yeah, yeah. :
21 MR. HOFFMAN: Inwhat 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 easier.
23 think — if vou think it might — I don't know 23 A. Yeah, I'm with you. §
24 what - | can't imagine why it would be privileged. 24 Q. So Baker Tilly did work for the districts
Page 43 Page 45 i
1 MR. HOFFMAN: Please don't coach. You have to 1 beyond the annual audits, correct?
2 sayit ' 2 A, Multiple districts. :
3 MR. KALTENBACH: I'm not. Pm trying to 3 Q. Right. Okay. :
4 explain why -- 4 A. So you're talking abont multiple districts
5 BY THE WITNESS: 5 within the township proper?
3 A. Itwas 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
8 Q. Who was that? 8  did work in addition to its work on the aumual
] A, I'm going to say it was Don -- I don't 9 andits for the various member districts? If you ‘f
10 remember his Iast name. He's since retired. 1 10 don't know, then telf me you don't know.
11 can -~ 11 A. Yeah, 1 don't know. X think this is what ;
1z Q. Don? 12 you're asking me — I'll see if T can help you with ;
13 A, 1 think so. I can get that name for you. 13 this — is I do know that Baker Tilly and previous
14 Q. SoDon complained to who about? 14 firms or firms prior to being Baker Tilly did a Iot
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, i
17 Q. Hehad asked Healy? 17 Lyons Township. ‘
18 A. No, he had asked me, "You're aware that 18 Q. Thatis 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. I,j
20 audit; how come you won't pay for cur audit?" 20 Are you aware of the need for the ’
2% That's what T — 21 performance of reconciliation or balancing work as 3
22 Q. When did this conversation take place? 22 between the books of LT and the TTO? !
23 A. Ttwould have sometime probably in the 23 A. Yeah. fl
24 summer of '12 or early '13 after Bob had left. 24 Q. And the reconciliation or balancing work,
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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?
2 A. It's the responsibility of both parties. 2 A, On behalf of which side?
3 Both parties have to report that on their audit 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
€ ° parties to come to the number that they agree with. 6 billing. So it would not be in addition to that.
7 Q. So if - 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, artd we've been provided with irvoices
9 start over. 9 that don't have a tremendous amount of detail on
10 Do you know whether the TTO's claim in 1o them.
11 this case relating to annual audit 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 2 claim in this case for the 15 A. OKkay.
le repayment of about a half million dollars -- ie Q. Okay? So my question is if there's an
17 A, [Ithink it's 511,000, 17 invoice that -- There are a number of invoices that
18 Q. - of'the money that the TTO paid over 18 relate to annual audit work. There are also some
13 many years to -- 19 invoices that relate to unspecified services or that
20 A. 1think it was three years, wasn't it? 20 relate to balancing work or something of the like.
21 Q. No. It was 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'sa 22 me how broad your net is with respect to the Baker
23 much fighter window than that. 23 Tilly invoices.
24 Q. You're wrong. I'l show you - 24 A. Tthink my net, as I stated before, is
Page 47 Page 49
1 A. 1 have the letter that I wrote to them. 1 related just to the andit work.
2 Do you have the letter that I wrote to them? 2 Q. Okay.
3 Q. Tsaw the letter. It's 2006 to '12. But 3 A. AndI'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 2047 s it just related to the
& A. No. I'want to see the letter that I wrote 6 TTO? There's 13 differcnt 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
g Q. Okay. Well, the letter that you wrote, 8 have to see the detail before I could give you more
9 which welll ook at, starts in 2006. Right? 9 detail.
10 A. Okay. 10 Q. You'e aware that the TTO itself is
11 Q. Here is my question. Are you just trying 11 missing marty of the invoices of Baker Tilly for
12 to get back invoices of Baker Tilly that related to 12 which they're seeldng repayment, comect?
13 annual audit work or are you trying to get back 13 A. TI'm not aware of that.
14 mvoices that TTO paid to Baker Tilly for any work 14 Q. So i your undesstanding, the TTQ's claim
is that Baker Tilly performed with respect to LT? i5 for repayment of Baker Tilly fnvoices for annual
16 That's my question. Or you don't know. You can 16 audit work 1s supported by an invoice for every
17 tell me you den'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 i I think I 19 Q. Are there missing mvoices of the TTO?
20 understand the question. I'm looking to get back 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. Soif Baker 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 Baker Tilly for invoices?
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Page 50 Page 52 I

1 A. Twould have assumed we did; I have not 1 in, and ¥ believe would break down the independence é
2 asked for them personally. 2 of having one entity pay for the audit of another !
"3 Q I'm a'sking whether you know that Bradshaw 3 entity. %
4 requested them from -~ 4 Q. And that's the basis upon which you ’
5 A. 1don't know that. 5 believe that these payments were wrongful, correct? '
6 Q. Okay. That's fine. And you shouldn't [ 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 3
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 — f
10 Q. Unless you asked her to and assumed she 10 it braoke, in my mind, the independence of the andit
11 didwhat you asked her to. 11 on both sides. !
12 ‘What is it that you believe was cither 12 Q. Why do you say that the TTO didn't approve :
13 improper or Hlegal about the TTO's payment for LT's 13 the payments? ‘
14 annual audits? 14 A. Because we wonld have approved it for all
15 MR. KALTENBACH: T'lf 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 that the 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 withiz our purview. I'm 20 Q. Orhowever money years it was.
21 also concerned that it also breaks the normal checks 21 A. No. 1said 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 # manager of their money, I would be concerned that 23 do things on their behalf. ;
24 if we paid for an aundit, it might canse — the 24 Q. Okay. But yon 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 anmwal audit costs for LT, |
2 paying for somebody that could not be obfective on 2 the TTO did so knowingly and voluntarily, yes? :
3 the other side of an audit versus our auditor on one 3 A. The TTO as an enfity, the TTO as it
4 side. Twould have some concerns about that. Those 4 relates to Bob specifically?
5 are Iy CONcerns. 5 Q. Either one.
6 Q. Well, you aware that Bob Healy asked LT to 6 A, I'would not say that I 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. T'm not aware of that, 9 Q. Bui I showed you testimony from Judge
10 Q. How 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 I thinkI told you that I think he was a
12 A. Thave no idea. 12 incorrect. J
13 Q. Isit your position that there's any — i3 Q. Okay. Have youtalked to any of the other i
14 and again, I know you're not a lawyer, bt 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? li
16 one, tell me you don't have one. Are you aware of 16 A. 2012 and before. About the issues of B
17 any legal bar to the TTO agreeing for all of those 17 audif fees? ]
18 20 years to pay for the anmal audit costs of LT? 18 Q. Or really anything. Have you ever talked 3
19 A. Can you ask me that question again? 19 to Donna Milich about anything? :
20 Q. Are you aware of any legal bar to the TTO 20 A. No. I don't even know who Donna Milich 4
21 for the 20-year period we're discussing, agreeing to 21 is. :
22 pay the audit costs of LT? 22 MR, HOFFMAN: Let's take a break. 5
23 A. TI'm not aware of any legal bar. I'm aware 23 (Break from 2:03 pm. to 2:13 p.m.) t
24 of a financial har, for which ¥ do have a background 24 H

}
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Page 54 Page 56
1 BY MR. HOFFMAN: 1 A. Not 20,
2 Q. Sir, I want to ask you some questions 2 Q. Okay. Approximately?
3 about the interest issues that we started to 3 A. I'would guess five,
4 discuss. 1 Q. Okay. And what was the purpose of the
5 MR. HOFFMAN: Let's mark two more, please. 5 review and who conducied the review?
[ (Exhibits 8 - 9 were marked.) 6 A. We conduct the review in-house initially,
7 BY MR. HOFFMAN; 7 and then as per the memao, 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 is a September 5, 2013 memo 9 Q. And what were the undistributed finds and
10 that you sent to all member districts, as well as i0 how did you find them in the financial statements?
11 Theissen Exhibit Number 9, which is a November 7, 11 A. Well, I think there was a line item that
12 2013 letter from Dr. Birkenmaier that I 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
i4 A. Okay. Number 8. You want me to look at 14 unallocated fands?
15 these both or one at a time? 15 A. Idon'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 don't you take a look at Exhibit 17 Esxhibit Number 9.
18 Number 9 because that miay help you to testify 18 A. Uh-huh.
i9 better. You only have to read the -- '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. Ub-sh. Okay. 22 Q. And you saw it on or about the date it
23 Q. All right, sir. Is 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 tell 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 o a review 6 Q. How was the $500,000 figure arrived at?
7 prior to your financial statements and you saying 7 A. 1think 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 total amount.
10 A, Yes. 10 Q. What was the total amount?
11 Q. Okay. What's that all about? Tell me 11 A. Tdo not know the tofal amount, I know
i2 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 usnally hold back full allocation of
17 Q. Are we talking about the financial 17 interest in the event that the market goes go up or
18 staternents of the TTQ? 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 $500,000 was a number that we determined was as
21 approximately? For how many years back are we 21 large as we felt comfortable with the net line item
22 talking? 22 in the event that we had market conditions that
23 A. Oh, Idon't remember that. 23 would cause that to 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 i
1 $700,000, and instead of doing all $700,000, we only 1 for one little thing.
2 did $500,000. P MR. HOFFMAN: Let the record reflect that I
3 Q. And thaf's your best recollection in terms 3 provided the witness with a folder containing the 5
4 of what the total - ¢ TTO's annual audits from 1995 through 2013, i
5 A. No. Isaid hypothetically, ¢ could have 5 THE WITNESS: So I would assume it is going to 5
6 ° been 10 billion. & be on note 4, Unassigned Income. :
7 Q. Okay. So you have no idea what the total 7 MR. HOFFMAN: Let' see if it is. :
8 amount of undistributed interest was? 8 THE WITNESS: Nobody else would just change '?
9 A. T have no idea the exact number of 9 this. g
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't see it on this most recent one }
i3 A. And I don't know that. 13 that you have here. *
14 Q. You have no idea? 14 Q. It's the 20137 i
15 A. No. 15 A. Fiscal year 2013.
16 Q. It could have been $1 milljon; it coutd 16 Q. As produced tous. Alltight? And you
17 have been $10 million — ‘ 17 don't see in that audit repozt any statement of A
18 A. Ttcould not have been $10 million. 18 unpaid investment interest, comrect?
18 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 wonld 21 A. —income?
22 — that would have not been able fo hide on a 22 Q. Yes. Undistrib- — well, let's start
23 financial statement. 23 Qver.
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, It could have been. 1t 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—Idon't think I would say .
5 A. Tdo not know. 3 that.
3 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 number, 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 fimancial
11 probably look 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 s, because you just testified |
13 Do you have all of our andits? Do you 13 earlier that this was in the financial statement.
14 need them? 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. 146 Q. Soinwhat -
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. '
15 specific document, F 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 statemenits you
21 MR. HOFFMAN: Let's se¢ how it goes. I'll he 21 and Miller Cooper reviewed stated that there was 1
22 happy to mark them all, frankiy. 22 undistributed investment income in the financial
23 MR. KALTENBACH: If you 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 62

Page 64

1 statements there is a line itern for undistributed 1 accounting laws, and that's why those things were
2 investroent income. 2 changed; the language was changed, and the reporting
3 A. Idon't know if it would be on here. 3 mechanisms were changed. That's why there's a stark
4 Q. Well, you testified earlier that it was. ] difference on that demarcatior point.
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. 3 that's your area, not mine -
? Q. That was hours ago, and we don't have the 7 A. Neo, I'm not a CPA,
8 time to do that. g 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. What is
10 We need to be very clear because there's two things. 10 your understanding of how the laws changed that
11 Accounting language and what you're asking me are 11 caused that reporting to be removed from the
12 not necessarily the same thing, T would never 12 financial statements?
13 say — T would never use legal language. You have 13 A. TIdon't imow. Idon't know the logic. X
14 legal language; 1 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 guestion, what cansed
16 ling itent. It may be interest earned income or 16 this. And our auditor said there was a change in
17 interest earned revenue that was nndistributed, so 17 the way that we accounted for - or the TTO
18 it may be under the general fund of the interest 18 aecounted for distribution and earnings within that
i9 eartings. It would not say ""undistributed.”"” We may 19 period of time.
20 have gone back and found out over tine 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 to the districts in each of the years from 1995
23 undistributed income. That would not 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 onmy review of the financial 1 more and some years it was less and sometimes by a
2 staternents, 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 nef statement as to the interest 4 normal market conditions. 1 mean, we're nof in
5 distribated, 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 S0 I would expect that that could vary wildly,
7 there was actually a three-line stated: the amount 7 materially. That could vary from quarter to
8 distributed, the amount earned, and then the net of 8 quarter, Imean, if you had money in the stock
9 that. ] market iz August of '08 versus money that you had in
10 And then in 2008 through 2013, there are 10 the stock market in June of '08, you sawa
11 no statements as to the amount distributed or the 11 tremendous change. You went from possibly a
12 amount earned or the net of those two numbers. And 12 positive gain to a completely negative gain. So it
13 my question is — 13 does not surprise me that there was a difference in
i4 A, Well, do you know why that is? 14 what was distributed or that they held some back. I
15 Q. That is my question, sir. Why don't you 15 think I stated earlier that as a whole, our board
16 tell me. 16 would hold back money te see if the market condition
17 A. Well, do you know why it is? 17 changed over a 12-month period before we distributed
18 Q. Idonot know. 18 all of it.
19 A. Okay. Does your client know why? 19 Q. Doyou know why in some years the TTO paid
20 Q. My cliert -- I dori't know everything my 20 significantly more to the districts in investment
21 client knows, so why don't you tell me while you're 21 income than the TTO actually eamed on their pooled
22 under oath. 22 investments?
23 A. Olay. Well, I was not on the board at 23 A. Ihave a belief, and the majority of the
24 that time. But there was a major change in the 24 belief is because the treasurer was not following
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Page 66 Page 68 |;
1 the state-mandated investment policy statement. 1 A. I'm noot following, Ask me again.
2 Q. And are you aware that in many years there 2 Q. Sure, Is it your beliefthat the TTO in H
1 wasa very significant payment by TTO to the 3 the years that we're talking about here should have i
4 districts that was well in excess of the amount of 4 paid to the districts, distributed to the districts i
5 earnings on those pooled funds? 5 the money that the TTO earned on their pooled funds 4
[ 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? g
8 Q. Sure. 8 A. Yeah, that's what our board does. I can't ?
2 A. Was it a distribution of principal? 5 speak to other boards, but that's what our board }
10 Q. This is your cormpany, sir. 10 wonld do. i
11 A, Well, but you're asking me the question, 11 Q. Right. But what I'm saying is, do you :
12 50 I can't answer your question unless [ know what 12 know whether or not that's what the TTO did from ;
13 you're asking me. 13 1995 t0 20127
14 Q. 'Well, I get the difficulty of answering la A. Tdon't know that I don'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 weli, and so I 16 s0 I'd have to understand, was it a return of t
17 have to ask these questions. So bear with me, 17 principal? Were there hond funds in there that were
18 A. Yep. 18 iq 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 caunse that
20 asserting any claims in this lawsuit, My client is 20 discrepancy?
21 asserting claims in this lawsuit. My clientisa 21 Q. Well, let me showyou — :
2z body politic. 22 A. Becanse 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 reture possible for the school E
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 p
6 Q. And you see there's statement of reveriues, 6 principal, fhat could account for whether there was
7 expenditures, and changes in the fund balance for 7 a difference like that. ,
g that yeat, and there's a statement of earnings on 8 Q. Is that, in fact, what occurred or — |}
9 investments of about 3.7 million, and then earnings 9 A. [don't know. i
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 3
13 A. No, no understanding. That makes no sense 13 why there would be a material difference between J\
14 to me at all 14 interest earned and distribution. !
15 Q. IfTasked you the same question about all 15 Q. Weli, let me show you the 2003 June 30
16 of the other years for which that information 16 audit report. And fhis shows that interest on
17 appears, meaning '?5 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? s;
21 Q. Isit your belief that other than a 21 A. Yes. H
22 holdback to account for market conditions, that the 22 Q. Youhave to say yes or no, not uh-uh. §
23 TTOQ should have paid to-its member districts the 23 A. Yes, Iseethat. ;
24 money that the TTO eamed on their pooled fands? 24 Q. And do you know why that happened i 20037 }
j
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Page 70 Page 72
1 A. No. 1 MR, KALTENBACH: Holdon. Just make sure -
2 Q. Do you have any opinion as to why the TTCQ 2 let him finish answering if he's answering.
3 would have paid 33 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. Thave no idea why they would do that, 5 this assignment to look at the interest earnings,
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 anmoal audit
10 pericd? 10 statements?
11 A. No. 11 A. No, I did not ask her to look at them
12 Q. Why not? Why doesn't that have any impact 12 specifically and say '"Please Iook at the audit
13 in terms of how the TTO actually distributed 13 statements.” T asked her fo 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 info anybody's fiduciary account, which I
16  investment income during that period of time, it is 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. I didn'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 see specifically
Page 71 Page 73
1 we're claiming. 1 what was related to 204. So nothing in thaf — I
2 Q. [ didnt 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. I think it said,
5 A. You have §1. 5 This is paid to the district, funds to the district,
6 Q. - on the financial statement? 6 I wanted to keow what was paid, if anything was
7 A. Yes, Wehave 51. And let's sayit's 7 paid, to 204 or any other schoo! districts during
8 undistributed income. That doHar would be split up 8 that period of time that was not then equally
g with all of the school districts. We're claiming 9 distributed to other school districts.
10 that LT took 50 cents of that dollar; the other 50 19 Q. Isn'tit true that when you first gave
11 cents was not distributed to the other school 11 Ms. Bradshaw that assigmment, you asked her to look
12 districts. 12 only at District 2047
13 Q. And what is the basis of that claim, sir: 13 A, Idon't remember that,
14 the analysis that Ms. Bradshaw did? 14 Q. That'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. And that analysis did niot look af all at 16 A. Tdon't have any reason to disagree; T
17 the financial staternents 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, Tdo 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. [do not know that. I know that we looked 21 Healy, but I was more coneerned that we were seeing
22 at— 22 a paitern that 204 was taken advantage of that
23 Q. Well, you were the one that gave Keily 23 office at the detriment of the other school
24 Bradshaw the assignment, right? 24 districts, which is why we have a $4.6 million
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Page 74 Page 76 |:

i

1 lawsuit, 1 money is not invested independent or in a silo fo r
2 Soif I specifically said, Please look at e 109 or anything else. ;
3 204, my basis was that I had enough belief that 3 Q. Iknowthat. Sotellme -- K
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. i
6 Q. Specifically, who are the administers and 6 ‘What's the 1.5 million that you refer to? ‘
7 elected officials of District 204 that you believe 7 What does it relate to and what are the details of f
8 exerted undue influence on Healy? 8 the 1.5 million? Is that the total amount of the 3
9 A. [think 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 -- 5
12 yelled at him, demoralized him, screamed at him. 1 12z Q. Okay. And how does that relate to Sellers
13 believe that David Sellers, per the email — 13 specifically, given that Sellers was only there for 4
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 emafl or a memo |}
16 Q. Which ones? ‘ 16 that talks abount how Bob found interest that he
17 A, Ican't remember. It was conversations we 17 distributed to 204 after a recent meeting, lunch, or l
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. Ifthat was the case —
21 A. I believe that when T saw the emails 21 Q. That's fine. You testified to that g
22 between David Scllers and Bob Healy, and there was 22 earlier.
23 the, we'll call it, miraculously found $1.5 million, 23 A. Yeah. You're nof letting me finish, ‘
24 I had concerns about that. 24 Q. Go ahead. !
Page 75 Page 77

T Q. Tell me about the miraculously found 1 A. Soifthat was the case, there would be ‘
2 $1.5 million, 2 income that would be distributed to the other school |
3 A. Well, t 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 ki of time, S0 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 ona second. Jay, you're 10 an interest — money that was left, it should have ‘
11 cutting the withess off  And I understand the 11 been divided amongst all the accounts, not a single i
12 desire to get through the deposition, but I think 12 school district. ;
i3 it's improper. You're asking him a 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. Tthink we're okay with that right now. ,
16  BY THE WITNESS: 16 Q. We have to know for all times, so [ have
17 A. Sol think what we had mentioned before 17 - ;
18 was you don't find undistributed income. You don't 18 A. Those are the two that 1 know. Those are 3
19 find undistributed income specific to a single 19 the two that I know. ‘ H
20 schoot 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? s:
22 s0 that we ean drive down adarinistrative costs, We 22 A. No. I'm not aware of any individuals E
23 pool investments to give us a greater diversity and 23 myself, no. 1
24 give us a higher return for our districts. So 204's 24 Q. Okay. Temific. Thank you. :
3
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Page 78 Page B8O
1 MR. HOFFMAN: Let's mark this, please. 1 of $1,512,451. Do you see that?
2 (Exhibit 10 was marked.} 2 A. Yes,1do
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. Tdon't know. I don'tsece what you're
7 exactly as we received it. Tt was a PDF file, and I 7 asking,
8 prinfed it out for our convenience. 8 Q. Okay. All right Well, let me ask you
9 I'would like you to look through the pages 9 this because you're the financial guy. Does
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 leger for District 204 as maintained at the TTO for
12 A. T don't think I've ever seen 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 aver $1.5 million to District 204's account in June
15 A. I don't know if I could factually tell you 15 of 20117
16 T've seen any of it. 16 A. No, it doesn't help me. And I guess I'm
17 Q. So you'e never seen this document before 17 looking at a couple different things, There'sa
18 or any part of it before, correct? ig similar that would bring nty attention in July of
18 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. But it's similar enough — it would
22 else? 22 be similar enough it would cause me to look twice at
23 A. I believe that would be Lauralee, 23 it.
24 Q. And you see on the 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 millien. Do you see that? 3 A. T'would probably have to ask someone.
4 A. Yes. 4 Q. Who would you ask?
5 Q. De you have any understanding as to why 5 A. I would probably ask what fund that it
6 the TTO reduced a fund balance for District 204 in 6 came out of, what the check went to, and do we have
7 an amount just over §1.5 miltion in or around June 7 backup for it.
8 of 20117 8 Q. And what person in the TTO would you
9 A, No, I do not know 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 i1 Q. Iknow it's before vou, 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 [ 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. I'll be happy ta take a look at it. 15 find out more about that jowrnal ertry?
1é Q. All right, sir. i6 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. 1
18 (Extubit 11 was marked.) 18 probably weuld have first started with Susan. if
19 BY MR. HOFFMAN: 19 they were to ask me this today, I would ask the
20 Q. Allright, sir. I'm handing you the TTQ 20 treasurer.
21 general ledger printout for District 204' funds for 21 Q. Okay, 11 ask her when I see her. How
22 2011 and 2012. And you'll see that in2011, there’s 22 about that?
23 a journal entry for the adjustment of interest from 23 A. Perfect. So yon'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 82 Page 84 §
1 Q. Itsthe TTO general ledger for District 1 Q. Letme ask you -- let me interrupt you
2 204 contained in TTO's files. 2 there. Given that we're dealing with an ;
3 A. Somoney that we put into 204's account, 3 organization which a man was able to steal o
4 Correct? So if I see a negative here — I'm asking 4 $1 million, do all the debits and credits have to E
5 you because you're asking me to make a judgment. 5 line up perfectly? 5
6 Q. Thisisa TTO document. I am not & A. This would have to show up or 204's, which %
7 testifying about the TTO's document. If you don't 7 either means they would need to say, I was screwed 3
B know how to read the TTO's general ledger, you can 8 out of 1.5 million er I just got 1.5 million that I 7
9 say that I'm not making any representations at all 9 wasn't enfitled to. 1
10 about what this document means. I'm an attomey and 10 Q. And thaf's your speculation on what this
11 not an accountant, 11 document means, correct? i
12 A. Yeah. Ithink this proves our point, that 12 A. TIt's not speculation. I'm just saying
13 this money was allocated inappropriately. 13 there shouli 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. Tthink these — 15 earlier an the checks and balances across —
i6 Q. You understand 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. Ithink you're saying — if you're telling 19 A. Idon't know. I don't know who wrote i
20 me that's our general ledger, any moneys would be 20 that.
21 transferred into the 204 account, out ef our account 21 Q. Idon'teither. It's from your file, sir.
22 into the 204 account. 2z So you don't know what this is, Theissen Exhibit
23 Q. Could you take a lock at Deposition 23 Number 10, comrect?
24 Exhibit 10, please. You see that this is an 24 A. Ido not know what that is. :
Page 83 Page 85 ‘
1 adjustment of interest that reduces the cash of 1 Q. Great. Thank you. :
2 District 204 in the amount of 1.5 million and 2 Let's tatk about the assignmert that you
3 change, yes? You do understand that, correct? 3 gave to Kelly Bradshaw with respect to interest
4 A. Tden't knowif I do understand that. 4 payments to District 204. All right? i
5 Q. Soyou think that this document, Theissen 5 A. Yes.
&  Exhibit Number 19, suggests that the TTO was paying é MR. KALTENBACH: Il get a little more water. :
7 to District 204 $1.5 million, or you don't know? 7 You continue. ‘
B A. Idon't know without looking at it in 8 MR. HOFFMAN: We'll wait a few.
9 totality. 9  BYMR HOFFMAN: !
10 Q. TI'm taking that. 19 Q. During the 1995 to 2012 period, does the i
11 A. No, there's anotker page I want to look 11 TTO have records showing all of the interest that it
iz at 12 eamed on the pooled investments of districts?
13 Q. That's fine. 13 A. I don't know that. That was before my
14 A. Tmean, part of this is T would need to 14 time. I do not know that, ;
15  Lnow what the account 99999 was, how that was coded, 15 Q. Do youhave any understanding whether the
16 whatit was for. 18 TTQ can correlate the amount of money that it says I
17 Q. Would LT have any way of knowing that? 17 it eamed on investments to specific bank statements
18 A. Sure. Because this -- 18 or financial institution statemengs that would show i
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 correspuhding transaction on the 21 was before my time. ‘
22 other side. Se for every debit, there's gotto be a 22 Q. So you don't know whether they do or do g
23 credit; for every credit, there's got fo be 2 debit, 23 not? 'ﬁ
24 Well, this has got -- 24 A. No, not during that period of time.
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Page 86 Page 88
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 determine where all of the 4 204. Do you disagree with that?
5 investments were among other banks and financial 5 A. No, Tdon't disagree with that.
& ° instifutions; that's what Bradshaw testified to. Is 6 Q. And let's talk about what exactly you
7 that correct? 7 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 tirne 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 inferest payments actually made or
12 investments were for the districts' funds? 12 credited to District 2047
13 A. You're talking about the day he resigned 13 A. Tcould have asked her that, yes.
14 or are you falking about the period of time where he 14 Q. Well, I didr't ask you if you could have
15 found all the investments? 15 or if it is possible. I'm asking if you did.
ls Q. The day that he resigned. So Bradshaw 16 A. Idon'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. 1told you 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 documents 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. 1 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 T think she looked at any of
2 where our fnvestments were, who had them, how they 2 the journal entries, probably the notes we had
3 were being managed, 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 investinent policy statement, 5 other side. And she might have looked at any of the
6 Q. Andyou had to call -- somebody had to [ 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
g A. Idon't kmow that. 1 mean, we checked 9 she did, and you really don't remember, do yon?
10 with everything. We just foand out that there was a 10 A, No, Ido remember.
11 potential theft, so we called anybody that we did 11 Q. Yousay you might have. You think she
12 business with or had done business with to see if we 12 looked at all of those things?
13 bad open accounts. 13 A. I'm quite confident she did. She's
14 Q. You asked Kelly Bradshaw to compare the 14 thorongh. She's a qualified professional. She's
15 handwritten notes that Bob Healy had in his files 15 fantastic. She'sa 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 2 look at —
1§ districts for District 204, right? That's what — 18 A. If there was a rat hole, she found it.
19 A. There's a 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 | asked Kelly to look at the 21 A. Okay.
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 t0 Ms. Bradshaw in the deposition is -- The question
24 in compliance with how the normal allocation should 24 was, starting n line 14:
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Page 90 Page 92 [
1 "Why don't you tell me who asked you to do 1 A. You're talking about this table?
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? ;
4 Answer: "Mr, Theissen asked me to compare 4 A. This looks to me like — I'm assuming RH ;
5 the interest earnings that were received” — 5 is Rebert Healy. {
6 A. Hold on. Hold on. I'm not following. 6 MR. KALTENBACH: For the record, we're looking ﬁ
7 Starting on line 14? 7 at the first page of Bradshaw Number 3. i
8 Q. Right. 8  BY THE WITNESS: |
9 A. So before we — a A. Calculations versus general ledger. §
10 MR. KALTENBACH: Right here (indicating). io Q. Yes. So what she told us — and counsel B
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 - g
14 204 by the TTO for a perjod 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 3, in my lefi-hand, not in front of you, and
17 204 in comparison to Mr. Healy's calculations and 17 these general }edger reports, Bradshaw Exhibit :
18 what was actually reported in the general ledger." 18 Number 77
19 Question: "Did he explain why he wanted 19 A, Olay.
20  youto 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 you 22 that came out later. So this first colwmn, which is
23 what he thought might be the problem and why a 23 supported by the backup behind it, compared Bob
24 comparison 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? i
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 around September of 2013." 5 Q. SoIwantto ask 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 ] 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? i
11 Q. Sowhat she provided to us, sir, was — 11 A. No, I don't think -- I don't think we {
12 and you're welcome to see it, this analysis - This 12 would use the word "intend.” :
13.  isBradshaw Exhibit Number 3, the second version of 13 Q. Okay. That's the word she used. What
14 it with its supporting documentation. You paid for 14 word would you use? ’ ﬁ
15 this and have seen it before, right? 15 A. 1do not know. Ido not know what
16 A, Tveseenit. 16 conversation you had with her.
17 Q. " And she provided to us as well copies of 17 Q. Okay. What is your understanding as fo
ig the supporting documentation that she looked at. On 18 what the documents called Healy Quarterly Interest '
i9 the lefi-hand colurnn, there were Healy Quarterly 19 sheets, which is Bradshaw Exhibit Number 5, i
20  Interest sheets that she found in Healy's files. 20 represent? i
21 MR. KALTENBACH: I'msorry. Are you asking him 21 A. 1 would assume these are -- !
z2 to look at something specific? 22 Q. Don't assume anything. ’j‘
23 BY MR. HOFFMAN: 23 A, ThenI don't know. Do you want me to look i
24 Q Correct? 24 at these? Becausel prqbahly need a day or two. ‘
I
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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, 1It's six inches of paper, and yon don't 3 of what that column represents?
4 want me to assume? Truthfully? 4 A. It looks like it's the difference between
S MR. HOFFMAN: Let's go off the record. 5 Bob's calcnlation 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? Well 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. Holdon. I'm going to say something so the 10 calculated and what was enfered info the general
11 record is clear on this. It's cur record; it's not 11 ledger do not match,
12 your record. I have no problem with you talking to 12 Q. Why is the assumption in this analysis -
13 the witness off the recard in my presence. I think 13 A. This analysis? The one that I'm holding?
14 if you're going fo start asking the witness about 14 Q. Cormrect. 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 156 interest were the amounts that should have been paid
17 acceptable to me. I was trying to short-circuit 17 o 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 confirsed, but well 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 distribntion of earned income, so it really
22 Q. Sir, these are documents that Kelly 22 shouldn't take a calculation or an interprefation.
23 Bradshaw relied on in calculating the approximately 23 It'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. Seo
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 interest 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 fakes 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 sclely 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
g A. No. 9 based on a pro-rata distribution. And I can say
10 Q. Are you aware, even if you haven't 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 payments? 13 similar meeting that Bob had with either Dennis
14 A. Twould assume that, ves. 14 Kelty or David Sellers, and he said I did go by and
15 Q. And youTe obviously aware that the TTO 15 look and did find that you have some additional
16 has a general ledger that has journal entries 16 interest earnings. That shouid never happen in this
17 relaling to inferest payments as well, correct? 7 envirenment.
18 A, Yes, 18 Q. So my point is why - as I 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, correct?
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1 A, I think that's correct. 1 very simple, What documents did Bradshaw look at to ’
2 Q. Okay. So why is the assumption 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. Ik
4 should have been paid? 4 Q. Great What documents did Bradshaw look Q
5 A, TI'm not following you. 5 at to determine what the iaw said District 204 f
3 Q. Ckay. DPoyon understand what Kelly 6 should have received? :
7 Bradshaw was deing when she did this report? 7 A. Probably their fund balance. :
8 A. 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 fund 3
10 explained if to us — the Healy handwritten notes 10 balance at that time. That's the only way you can 5
11 and said that that's the amount that District 204 11 determine what they would have been able to be 5
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 versns 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. Iiwould have been the interest earnings
17 asa cheek orasa 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 :
19 this much income based on our pooled earnings. It 1¢ carnings were?
29 doesn't matfer whether 1 want to make it a different 20 A. I'm assuming that she looked at the
21 number, yon want to make it a different, Barry wants 21 statements relafed to the interest earnings.
22 to make it a different number. If you're entitled 22 Q. I'mnot asking you to asseme. I'm saying ;l
23 to 11.468 percent, you gef 11.468 percent. Idon't 23 where did she get the money -- where did she pet the :
24 give you 12 percent. Idon't give you 9 percent. I 24 data on how much interest in total — Let me finish
Page 99 Page 101

1 give you what your pro-rata share is. 1 my question. Where did Bradshaw get the data on how
2 Q. Tgetthat So here is my question. You 2 much total interest the TTO eamed in each quarter
3 said that Kelly was asked to compare what 204 3 on the pooled investments of the districts?

4 received versus what the law said they should have 4 A. I'm assuming that would have been ;

5 received? 5 reflected in each of the funds and the investment
6 A. That's correct. 6 stafements.

7 Q. So are the documents in tertns of what 204 7 Q. What investment statements?

8 received the general ledger entries? 1s that B A. Well, we get an investment statement by
] cotrect? 9 everybody who has it, holds an investment in our 1
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 do know. Did you get them back then?
12 the math and said based on the amount —- 1z 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. So my point is where did Bradshaw get the data
15 A. Okay. Idon'tunderstand your question. 15  ontheamount—
16 ft's unclear. I'm not sure you even know what 16 A. [couldn't answer that for you. I i
17 you're asking me. 17 couldn't answer that for you. I will say that we do :
ig Q. Tdo. 18 have interest earnings, and whether that was taken
19 A. No, youdon't. You don't because I'm very 18 off of statements, whether thaf was taken off of  H
20 clear. If there's a dollar, and they're entitled to 20 bank deposits, whether that taken off of wire ‘
21 32 centy, they get 32 cents. They don't get 36 21 transfers, or whether that was taken off of old 4
22 because Bob wrote a memo. They don't get 31 cents 22 bonds which we clipped coupons and received $50 and 1
23 because 204 gets 32 cents. 23 deposited it, there is a2 net amount that would have H
24 Q. Igetit Here is my question, anditsa 24 been determined what would have been distributed to :
b
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1 each school district. 1 Q. Why can't you answer that question?
2 Q. Would you be concerned to leam that Kelly 2 A. Would I personally have some concern?
3 Bradshaw testified that where she got the amount 3 Yes, I would have some persenal concern. My bigger
4 that shoutd have been distributed to all the 4 concern would be was the interest aflocation done
5 districts was from Healey's own handwritten notes 5 fairly as per the school code. That's where my
6  thatI 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 ! be concerned -- 8 1 have no problem admitting that, So if there was
9 Q. Yes. 9 81 million and it was not allocated properly to the
10 A. --if Kelly 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 anaiysis is based solely on Healey's handwritten
13 information about how much interest was earned by 13 notesto determine how much interest should have
14 the TTO on the district fimds in every quarter came 14 been paid to the districts?
15 from Healey's handwritten notes and, by the way on i5 A. No.
16 top of that, in every single quarter was a round 16 MR. KALTENBACH: Objection to form.
17 mumber 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 hasis of the analysis was
20 Q. Yes. 20 applied to all school districts, I'm comfortable
21 A. The absolately sole source? 21 with that. What I'm not comfortable with -- if
22 Q. Yes, sit. That's what she testified to. 22 that's the only number she had to go for, what I
23 A. And was it equally applied to all school 23 wonld not be comfortable with is that school
24 districts? 24 districts got what they were not entitled to. Seo 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, at that
3 A. So what's your question to me? 3 particular time I guess I cannot say I would have a
4 Q. My question, again, is: Would you be 4 problem with it. What I would have a problem with
5 concerned that Bradshaw's sole source of information 5 is if it was not distributed equally or properly.
& about how much interest was earned on the pooled 6 Q. The analysis that Kelly Bradshaw did, is
7 investinents 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 documents that she looked at as applied to the
9 against bank stafements, investment records, or 9 other school districts other than District 204 would
1¢ anything like that? 10 show that the other districts got the amount of
11 A. Iwould have some concern for that, 11 mongy that they were supposed to get or that they
12 Q. And why would that be a concern 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? le A. The calculations that she showed me.
17 MR. KALTENBACH: Objection to form. 17 Q. Well, we haven't seen them, 50 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 thern 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 inferest earned? 22 A. Tdon't remember at this point.
23 A. Idon't know. I would not know how to 23 Q. Well, what districts got more and what
24 answer that question. 24 districts --

27 (Pages 102 to 105)

Thompson Court Reporters, Inc
thompsonreporters.com




Page 106 Page 108 [
1 A. Idon't know. There are 13 school 1 A. 1 think it's immaterial based on their !
2 disfricts, I don't know them all, 2 total fund balance. '
3 Q. Tunderstand that. But they're all 3 Q. How much money are we talking about that ;
4 important, aren't they? 4 was overpaid to the other districts? Giveme a %
5 A. They're all important, every single one. 5 ballpark. i
6 Q. So how many of the districts other than 3 A. Idon't remember. ’
7 District 204 got more investment income than they 7 Q. Youhave no idea? 4
8 should have received during the relative period? 8 A. Noidea. ‘
° A. Idon't know that. 9 Q. It was Jess than $1,0007
10 Q. More than one? 10 A. Yes, some were less than 51,000, ‘
11 A. More than one. 11 Q. Not some, all. All of them were less than H
12 Q. And do you remember which ones there were? 12 $1,000, all of the differences? 4
13 A. No, 13 A. No.
14 Q. And what hag 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? .
i6 districts other than District 2047 . 16 Q. Well, any of them. You tell me. How '
17 A. Tdon't think we've done anything with i¢ 17 much - i
18 at this point. 18 A. TthinkI 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 are 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 amouats, some of them were immaterial. They 22 about 5500 on a $600 portfolio, that's materialin |
23 could have been rounding errors based on the 23 my mind. "
24 accounting information that we had. There could 24 Q. You'e saying that —
Page 107 Page 1095
I have been when it was booked, if it went over fiscal I A, 8o the fact — I'm felling 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 il 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 o show yon what previously
10 A, Hit's $5 under ~ - 10 was marked as Healy Extibit 4 in this case. AndI
11 Q. Wereceived a detailed analysis of your 11 believe this is the memo that you made reference to
12 claim for interest with respect to District 204, 12 involving David Sellers and Bob Healy. Am I
13 And now you're telling me that there are other 13 correct?
14 districts that you believe got overpaid interest - 14 A. Idon't know if it was this specific one,
15 A. 1 also said underpaid interest too. 15 but if you say so.
18 Q. Iheard that. 16 Q. This is the one that your attorney showed :
17 A. Okay. 17 to Bob Healy, so ,
18 Q. SoI'm talking about the ones that were ig A. Okay.
19 overpaid, 19 Q. That's what I'm guessing. Why don't you '
20 A. Uh-huh. 20 tellme. Thisjs, 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. k
24 Q. Why not? 24 Q. - Bob Healy, and a further August 2nd —
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1 A. Follow-up. 1 total amount because I ean’t take 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 yousee these? 5 two emails —
5 A. Uh-huh. 6 A. TIwould have concern based on this email.
7 Q. Are these the emails you were talking 7 This email would lead me to believe that there was a
8 about earlier in your testimony? 8 conversation that they thonght that this rate of
9 A. Yes. 9 return was low, but the 280,000 brought in a rate of
10 Q. Have you ever spoken with cither Bob Healy 10 retura which 204 thonght was acceptable. That's not
11 or David Sellers about the subject matters set forth 11 how you determine a rate of return. If I'm going to
1z in this email? 12 talk to my financial advisor and tell him I want an
13 A. Ne. 13 8 percent rate of return, and he tells I'm only
14 Q. Do you know of any other person who has 1z going to get a 6, and 1 find it unaceeptable, he
15 direct personal knowledge of the circumstances being 15 can't make up 8 percent rate of return. The rate of
16 discussed in these emails? 16 return is what the rate of return is.
17 A No. 17 Q. You need to listen carefilly to my
18 Q. What is your understanding as to what i8 question, sir, please. Because what I'm asking you
39 these emails say with respect to any alleged 19 to do is quantify what your position is with respect
20 overpayment of imterest? 20 to these emails as to the amount of overpayment. Am
21 A. Okay, Ask me that question again. 21 I correct your 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. Twould agree to that at least
2 A, Yes. 2 $280,600 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 LT got that was over and above 4 understanding, the statement in the emaii on the top
5 what it should have gotien? 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 3280,000, And interest was initially 1.451 million. 8§  understanding as to that?
9 You indicated that there was an additional — you 3 A. Idonot know. If1 read this, I 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 fiscal 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 1z it distributed in the various funds.
13 us a good rate of return, while the lower number was i3 Q. Doyou say 452,0007
14 the one I said amounted to just under 3.5 percent, 14 A, Ttwas already included.
i5 which is low. Please confirm the amouat for LT that 15 Q. Approximately, yes? Is that the sum?
18 we can count on for fiscal year '07, la You're better at math than I am.
17 That's not arbitration. This is — 17 A. So 447, it looks like,
18 Q. 1just asked — I didnt ask you to read 18 Q. 447,000. And that's approximately the sum
19 the document, 1 asked you a very specific question. 19 of 280,000 plus 172,000, Yes?
20 In your mind, what is the amount of money, based on 20 A. Yeah,
21 this, that was overpaid to LT, and your answer is 21 Q. Okay. And can you explain then why in
22 280,000, correct? 22 Bradshaw’s analysis that — let's see. Haold 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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1 of overpayment for fiscal year '06 to LT was i A, Memo. ‘
2 $391,000 plus change? 2 MR, KALTENBACH: No, you said email. !,
3 A. Nope. Ido not know how she would get fo 3 MR. HOFFMAN: Memo. You'e right it's not an ’)
4 that. 4 email. 1remember there used to be such thing as i
5 Q. Isit possible that there was no real 5 memos at one time. 3
6 ° rhyme orreason as to how Bob Healy actually 6  BY MR HOFFMAN:
7 distributed interest as opposed to considering the 7 Q. So you see the mimites of the March 21, "
8 interest that was earmed and the interest that was 8 2000 meeting, right?
9 paid? 9 A. Yes.
10 A. Tsit possible? 10 Q. And you're 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. And is it possible that his lack of 13 A. Yes.
14 precision, if you will, wasn't solely focused on iz 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, I don't know. Four years ago.
17 A. Of course, because if it affected one, it 17 Q. Did you see the minutes of this meeting
18 affects all. 18 prior to the board authorizing the TTQ's attorneys
1¢g Q. What I'm saying is -- 19 to file the lawsuit in this case?
290 A. As a pooled investment, if in the event 20 A. Ybelieve we did, yes. I believe I did.
21 they were overpaid or underpaid, that affects all 21 Q. Allright Temific. Have you ever
22 school districts. 22 spoken with Russell Hartigan about what occurred at
23 Q. fBob 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 F've ever
Page 115 Page 117
1 payments of interest would have atways favored 1 met Russell Hartigan,
2 District 2047 2 Q. Have you ever spoken to — Okay. And fair
3 A. TI'm not saying that. I'm not saying that 3 enough that you've never spoken with Bob Healy about
4 atall. What I'm saying is if any school was 4 that subject either, have you?
5 overpaid or underpaid, it affects all school 5 A. No, F have 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, ther 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 distribufion. 11 A. According to the minutes, no. Idon't
12 Q. Allright. 12 know Donna. So if she was marked as absent, that's |
13 Let me show you a docnment that we've 13 what I have to go on.
14 previously marked as Conway -- we're going to switch 14 Q. You have no reason to doubt that, right? i
15 gears and we're going to talk about this claim that 15 A. No.
le 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?
12 Q. TI'm going to show you the minutes of a 19 A. Yes. Atleast those three. b
20 mecting 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 living, 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.
24 LT to Bob Healy. 24 Q. And do you know what they said about this

Ty
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1 meeting? 1 A. Yes, Ithink that's what they're stating,

2 A. No. 2 yes.

3 Q. Are you interested to know what they said 3 Q. And so how is it that you've never seen

4 about this meeting? 1 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 memo to me; this

7 this lawsuit — well, strike that. 7 is not a contract.

8 Let me ask you to take a look at the 8 Q. So unless it's signed by both parties —

9 bottom of page 1, please. 9 A. So any agrecment — any agreement that we
10 A. Okay. 10 would have with 204 would have to be governed by
11 Q. And it talks about Healy submitting to the 11 interlocal governmental 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 me ask 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 dees 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 confract, I just know that the board

18 the attached February 29, 2000 memeo that was 18 president of the Lyons Township School and trustees,

19 attached to the minutes? Is that what the proposal 13 when we approve 4 contract, we approve it. We take

20 is that they're talking about in the minutes? 20 a formal vote. We ask our attorney for counsel. Is

21 A. Well, this looks like it's a job 21 this a proper form? Is this a proper statute? And

22 description or a cost allocation, 22 we have a signed agreement between partics, So 1

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 level of a contract, 1don't see any response — [
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. Letme ask you about the intergovernmental

3 A. Idon't think so. 3 agreement part of it. Why is it your belief that

4 Q. Do you have any understanding of what this 4 this type of agreement would have required an

5 February 29, 2000 memorandum is? ) 5 intergovernmental agreement?

6 A. [Itlooks like to me a cost allocation of 6 A. Because these are two independently

7 their staff. 7 elected boards. These are two governmental

8 Q. And it says: "Following is a list of 8 entities. It's just like two corporations doing a

9 responsibilities that District 204 proposes become 9 deal would be governed by a countract. We're elected
10 the direct cost and responsibility of the Towmnship 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 T think would have to agree via contract if
13 Q. And then there's a number 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 I know we have contracts with our copy

15 sertt 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 16 firms. I know with my homework that LT has

17 year." Do you see that as well? 17 contracts with bus companies, with football coaches,
ig A. Yes. 18 with superintendents that are all signed,

19 Q. And whether or not you've seen this 19 documented, and board approved.

2Q particular memorandum before, isn't this correct 20 Q. So in your view, there should have been an
21 that this is what 1.T has said in this case reflects 21 intergovemmental agreement or coniract 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 that the TTO would otherwise have to perform? 24 Q. Would any of the other districts, in your
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1 view, have had fo 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't 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 3 Q. Are you saying that the trustees were

7 board. 7 unaware of this course of dealing?

] Q. Now, you see on page 2 it says: "A motion 8 A. Yes. 'j

9 was made by Russell Hartigan, seconded by Joe 9 Q. Sothere's no question pending. I'll ask *[
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 it.
17 mintes? 17 BY MR. HOFFMAN:
18 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 N
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? 3
23 lack of intergovernmental agreement? 23 Q. 116 through 117, yes, sir.
24 A. No. 1think you asked me what the term 24 A. Okay.

Page 123 Page 125

1 "accepted” means, I mean just like this. 1 Q. Actally, through 118, please.

2 (Indicating,) Yon just accepted that from me. 2 Have you read that festimony, sir?

3 Q. So you'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 5

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 B finctions during the relevant years and then :

2 witness, as he was speaking, handed the exhibit in 9 discussed those costs with the trustees during that
10 front of him to Mr. Hoffinan, who has now given it 10 time peried. Comect?
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. Iwould assume if this was a contract, 13 testimomy?
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 conrse of dealing between the parties from 16 testimony, sirf? 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? i
18 expense billing from the TTO, offset the cost of its 18 A. Ithink Bob was less than forthright and 1
19 business functions, and if there was a net payment, 19 honest with the frustees. 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? 2% force him, he did that to appease them. He did not j
22 A. Yes, I'maware of — I don't think it's 22 let the trustees know the full extent of whatever i
23 exactly as you stated. But I'm aware that they 23 was going on between 204 and the TTO office. B
24 think that -- 24 Q. You've never spoken with any of the i
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Page 126 Page 128
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 trustees 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 schoo! 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, [
9 actual evidence? 9 helieve, at that time, So we handle more
10 A. It's mine and my own. 10 transactions, larger numbers, more checks, more
11 Q. It's your belief? 11 payables, more payrolls at the carrent timte than
12 A. My belief, mine and mine alone. 1z 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 te 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. I have 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 a
19 Yeah? 19 consolidation of government.
20 A. Kdon't accept Mr. Healy as an honest and 20 Q. Why does the TTO exist?
21 forthright man. 21 A. As a consclidation of government,
22 Q. Okay. Now, M. Healy said that the 22 Q. Itdoesn't exist in any county other than
23 trustees were aware of and approved the expenditures 23 Cook, right? It doesn't exist in any county other
24 the trustees made to LT for LT's business functions 24 than Cook, does it?
Page 127 Page 129
1 when they approved the expenditures of the 1 A. Tdon't believe so.
2 ireasure's office as a whole? 2 Q. ltdoesnt. And so why is the TTO so
3 A. And that'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 fiom 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. Iso't 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 correctly, it lowers costs, it yields a higher
12 no change in workload. 12 return, 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 firom 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. Tt did nof work well.
18 that. I don't think the worklead changed. 1don't 18 Q. And who is the check and batance on Bob
19 know that, 1% 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 like accounts payable and payroll could 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 i question on page 42 of his deposition.
2 without asking a follow-up question. 2 Question: "And you were aware, sir, i
3 Q. You understand, don't you, that from 1995 3 that from the year 2000 to the remainder of your l
4 through 2012, the TTO provided very little, if any, 4 term as trustee, that the TTQ was paying for certain
5 information to LT with respect to the interest 5 business functions performed at District 204, }
6  ~payments that they received? 6 correct?" ‘
7 A. Ne. 7 Answer: I think so." i
8 Q. You claim otherwise? 8 Do you see that? 1
9 A. 1guess I don't claimm one way ar the 9 A, Yes. ;
10 other. Ilnow that based on the memeo you just i0 Q. And doesn't that indicate that Judge [
11 showed me that 204 thonght that 3.5 percent retura 11 Hartigan believed that he was aware as a trustee of
iz 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. T1s it your understanding that in the time 15 BY THE WITNESS:
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 to LT as the TTO was? 19 thinks so. So that means no?
20 A. No. No. 20 A. It could be he's unsure,
21 Q. Why is that? 21 Q. You think 'T think 50" could be the same [
2z 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 million 2 tight?
3 depending on tax collections. 3 A. No,1have not. !
4 Q. I'm listening. 4 Q. And is that important fo you or nat
5 A. Sofor 204 to determine what they thought 5  important?
6 their allocation is, they might be able to get 3 MR. KALTENBACH: I'm going to objectas :
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
ip within the portfolio. 10 Judge Hardigan's recollections as a trustee as to :
11 Q. Iknow you haven't read Judge Hardigan'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. It 13 MR. KALTENBACH: I'm going to object. Although :
14 just has some handwriting on it. 14 there's a standing relevance objection, I'm going to 1
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. Dol think it's relevant to this i
19 MR KALTENBACH: No, I didp't bring it. 19 conversafion? I
20 MR. HOFFMAN: No, from today. 20 Q. Yes :
21 MR. KALTENBACH: No. 21 A. 1think it's relevant. I don't think it's ;
22 MR. HOFFMAN: Okay. Fine. 22 appropriafe. :
23 BY MR. HOFFMAN; 23 Q. Why do you think it's not appropriate? l
24 Q. So Russell Hartigan was asked this 24 A. Because I don't think he had full .é
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Page 134 Page 136
1 knowledge of the relationship between Bob Healy and 1 anything. ¥ don’t see the word "'recommend.” If you
2 204. 1 don't think he was given full information, 2 show me the word "recommend” —
3 Q. Okay. And that's based on your 3 Q. You can't glean that from reading this
4 speculation, correct? 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
& " based on, T believe, the actions of parties, [ [ it is extremely — simply put, it is highly unlikely
? 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. 1 think it's 8 ever agree —
9 based on their continued response that they feel 9 A. Isee that,
10 that they're being painted in an unfair manner. So, 10 Q. And then he goes on to the second proposal
11 yeah, no, I don't think that the judge, who I'm sure 11 and he says, "As to the fiinding of some distriet
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. Tdon't see "recommendation." I would
17 BY MR. HOFFMAN: 17 expect — you said recommendation. You said did he
18 Q. Sir, I'm handing you Theissen Exhibit i8 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 z1 word is not stated in there, You're saying that you
2z trustees of the TTO. 22 can't tell from this letter 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 readieg the rest of
Page 135 Page 137
1 A. T believe that I have, yes. 1 it,
2 Q. Okay. And this contains ultimately five 2 Q. Fine. 1would 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 comrect? . 4 proposals.
5 A. Yes. Itappears 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 [east 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 funding by Township School Treasure of 9 MR. KALTENBACH: I'm going to object.
10 some distriet fimetions, 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. [don't— ask me that again. Which 12 MR, KALTENBACH: I'm going to object to the
13 proposal finding? 13 form of --
14 Q. There's five proposals here, right? 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 with it. You recognize that Bob Healy was 17 MR. HOFFMAN: I want to — it's very clear what
18 recommending proposal number 2, which was the 18 I'm asking this witness. I wish 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
23 to confirm what I just told you. 23 of the question, lack of foundatior.
24 A. Tdon't see where he says he recommended 24 MR. HOFFMAN: Fine.
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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? 1 Q. That's an assumption, isn't it? ]
5 A, Yes. 5 A. That's my opinion. ';
[ Q. You've seen this letter before. Do you 6 Q. That's your assumption, isn' it? !
7 have any understanding as to which option Healy was 7 A. TIt's my opinion. k
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? S assumption that —
10 A, Tthink what he — how I read this letter 10 A. My opinion — i
i1 is maybe the most reasonable chance that might be 11 MR. KALTENBACH: Holdon Hold on a minute.
i2 approved would be number 2. 12 THE WITNESS: It's my opinion. "
13 Q. Fine. Temrific. You see that this 13 MR. KALTENBACH: Hold on a minute.
14 document 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 A
le A, Yes, ) 16 happened based on no personal knowledge. T want to
17 Q. And you have no reason 1o believe that 17 stick to the facts, sir.
1e they did not receive a copy of this letter, do you? 18 MR. KALTENBACH: You know what, Jay --
18 A. Ihave no reason to believe, no. 19 BY THE WITNESS; X
20 Q. And isn't it a fact that by receiving a 20 A. T'm reading this in context as a hoard :
21 copy of this letter, 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 commmentary. 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. I BY MR HOFFMAN: ;
2 Q. Iso'tita fact that by receipt of this 2 Q. Here is 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 not allowed :
5 parties at this time? 5 to make assumptions. You're not allowed to guess
6 A. Yes, I'would agree with that. I guess the & 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 I would H
g to the last paragraph, given all of these issues, B respectfully ask you to restrict your testimony to =
9 it's hard fo 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, Okay.
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, 1don't
13 was the most reasonable. There was no reason to do 13 know anything about that memo based on what I read.
14 this. It's not advantageous for the TTO to de this. 14 1 dow't know what the other people thought about it.
15 It's 100 percent of how I read this. What advantage 15 And I don't know what 204 thought about it. And I
16 a changeover would be to the operation of the 16 don't kmow what Bobh Healy thought about it.
17 treasurer's office in the 13 other districts T 17 Q. Okay. Thank you.
18 serve. 18 You asked Kelly Bradshaw to compile the ’
1% Q. So in your mind, Healy didn't want to 19 numbers on the claim for pro-rata expense payments
20 proceed with any of these opticns, as you read this? 20 that the TTO was making, correet? ;
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 L!
23 A. I'm assuming 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 :
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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? 1 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 mirutes,
7 these the memos in the TTO' records — well, are 7 and Aftachment T to them before? And take your
8 these the memos that set forth the alleged offset 8 time,
9 amoumts for each year from 2000 to 2012 that you've 9 A, Tdon't knowif1 have seen this
10 seen before? 10 particular ane before,
11 A. Oh, 1don't know 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 if you turn to page 10, there's a reference to the
15 Q. Okay. Terrific. 15 TTO, Exhibit T, and then there's a vote on the
ié A. Tntheory, yes. 16 consent agenda by the board.
17 Q. And you told Bradshaw that there was no 17 A, Okay. Isee that.
18 agreemernt with the TTQ based on your review of the lg Q. Okay. Soin testimony in this case, Lisa
19 mintes of the TTO, correct? 19 Beckwith, who is the business manager of LT, and
20 A. My minufes 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 alook at the 204 minutes, 22 of the costs of LT's business functions was
23 Healy Exhibit Number I, 23 presented to the board at this meeting through the
24 MR. KAL TENBACH: Which page? 24 submission of the memorandum from Dr. Beckwith and
Page 143 Page 145
1 MR. HOFFMAN: I didn* 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 I said that. 3 testimony.
4 MR. HOFFMAN: For the record I know you meant 4 A. Okay. SoT just want to make sure,
5 it lightheartedly. 5 You're telling me alt that would have been -- should
6 BY MR. HOFFMAN: 6 have been — there's no discussion about this
7 Q. Lets start with the agenda for a June 19, 7 exhibit? There was not one word that was read into
g 2000 meeting of the board for LT. And these go in 8 the record?
9 chronolegical 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 mimrtes. And following the minutes, 11 previously discussed and addressed it at the finance
12 there is an attachment to the agenda and the 12 meeting that preceded it.
13 minutes, which is Attachment T as in Tom. And that 13 A. Okay.
14 is a June 14, 2000 memorandum from Lisa Beckwith to 14 Q. There are other documents after that
15 the Board of Edncation. That Exhibit T is 15 document that are not part of the Healy Exhibit 1.
16 referenced in the agenda and minutes. 16 A. Tjust trying to — okay., There it is.
17 A. Okay. 17 Q. And you'll see the Exhibit T, which is --..
18 Q. Sowait 18 Wait. Stop. You're getting these out of the order.
19 MR. KAL TENBACH: Il keep it in order. 18 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, 1 don't want it to get them 22 A, TI'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?

37 (Pages 142 to 145)

Thompson Court Reporters, Inc
thompsonreporters.com



Page 146 Page 148 !
1 Q. Yes, 1 agreement with the TTO was approved by LT's board on j
2 A. Olay. 2 this date as part of the consent agenda? i
3 Q. You want to take a look at Exhibit T? 3 A, Yes, I have a disagreement with that. r
4 A. I'm looking at Exhibit T. I've got it 4 Q. Tell me where you disapree with that. 1
5 right here. 5 A, ¥don't see the agreement. Isee a memo 4
3 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, sTr, is in their 9 A. At the very least, it may be for that. ﬁ
10 testimony in this case, Dr. Kelly and Lisa Beckwith 10 But I 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 apreement with the TTO 12 Q. Excuseme, sir. Let's follow up on that 5
i3 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. Hypaothetically, we're saying?
18 their testimony. And my question to you, sir, is 18 Q. Comect. Exactly. Do you have any basis
19 very simple. Do you have any basis to disagree with 19 to disagree that LT's board approved this agreement
20 that testimory; and if so, please tell me what that 20 for that fiscal year based on the minutes of the ;
21 basisis. 21 June 19, 2000 meeting and the vote taken on the ’
22 A. 1guess 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 it's a bill, 2 BY THE WITNESS:
3 Township Treasurer expenditures. Attached is the 3 A. Yes, Ido have disagreement,
4 copy of the agreement. So is this a signed 4 Q. Based on what?
5 agreement? Is this a contract? 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. I mean, every place !
8 witnesses. 8 else you've got resolution of prevailing wage, :
9 A. February 29th. Where is the February 25th 9 appointments. Ft's very clear what the action is.
10 memo? 10 This looks Iike, to me, it's simply an approval of
11 MR. KAL. TENBACH: 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 1
13 BY MR. HOFFMAN: 13 cooperative. If this said Township Treasure
i4 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. Oh, 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 ‘
18 You're asking me does it constitute a 18 contract and a vofe. A vote vote: 3-0, 2-0, 1-0,
19 contract? i% 0-3. This is payment of an invoice.
20 Q. We already discussed that. 20 Q. Youmean your minutes currently during 5
21 A. Sowhat are you asking me? 21 this time now that we're talking about? f
22 Q. What I'm asking you is if you have any 22 A. Yes. 3
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. KAI TENBACH: Well, I'm not going to puta
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Page 150 Page 152
1 stopwatch on you ever in a deposition, but do you 1 the best of your understanding? I know you'e 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 still - 5 or camnot 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: ] don't sign it?
10 Q. Aliright Sir, I'm showing you Theissen 10 Q. Iguess let me ask you a better question
11 Exhibit Number 13. Will you be kind enough to 1l 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. All right. 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 think because your
17 Tilly audit charges? 17 view is important here.
18 A. This was the first set of them, yes. 18 A. Tthink they can until that document can
19 Q. And this goes back to 2006, correct? 15 be finalized.
20 A. Yes. 20 Q. I'mnot sure I 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. Tthink if there was a draft agreement
23 A. Tbelieve 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 peried 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. If's a long period of ime 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. I'mnot 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 wiitten agreement, even though they don't intend to
7 lack of an agreement between the parties, in your 7 and never actually signied the agreement, put pen to
8 view, as to payment for LT's business finctions, 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,
i1 Q. And fell me what investigation you had 11 Q. Well, which one is it? [s it legally that
12 done and the TTO had done prior to you sending this 12 they car't do it or they shouldn't do it? I'm not
13 letter, sir. 13 asking what they should do and what's prudent
14 A, Wehad a meeting. I think I kad met with 14 practice, I'm asking your understanding what they
15 Mark, the superintendent. He had one other board 15 cando. So I need to ask you to clarify that
16 member there. I had our treasure there. Had asked 16 testimory.
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 139 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 T 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
24 Q. Can parties have a written agreement, to 24 you not what the parties should do in terms of best

H
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Page 154 Page 156 :

1 business practices or what you would recommend or 1 Q. No, no, no. Youmisunderstood my
2 what yon would expect a lawyer to recommend to you, 2 question, maybe becanse my question was unclear. :
3 what I'm asking is your understanding as to whether 3 I'm talking about a document — I'm not saying they i
4 it is possible -- the can part -- for parties to 4 iniended to leave it unsigned, like there were lines :
5 have a wrilten agreement that sets forth the terms 5 for the signature line and they never filled them
6 ° of an understanding 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 contract ;
8 A. Isthat a proposal? 8 between two parties have to be signed or not? 1
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 T — 10 don't think T've gotten an answer to that,

11 BY THE WITNESS: 11 A. 1think in the order of magnitade, yes,

12 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. 1mean, if two — if we have different 14 MR. HOFFMAN: That's ali T want to know.

15 written agreements — if we have different written 15 All right. 1am 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 Are there any questions, Barry, that you

18 minds, correct? Isn't that just a proposal between 18 want to ask?

19 the parties? 19 MR. KALTENBACH: There are not.

20 Q. Hereisthe 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 conchuded at 4:27 p.m.)

23 If you're saying you view a written 23

2¢ agreement 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 L, MECHAEL THEISSEN, have read the foregoing :
2 for. I'm not asking for legal opinion; I'm asking , transeript of my deposition taken on 02/16/2017 and
3 for your understanding as a very capable and is & trae and comest transcript of my :
4 experienced professional in a nonlegal field 3 deposition given on the day and date aforesaid, (OR) :
5 So my question fo you, once again, is in 1 I'wish to make the following changes -
6 your uiderstanding, is it possible or not possible 5 to my deposition: :
7 fortwo parties to have a written agreement if the ¢ PAGE LINE CHANGE and REASON FOR CHANGE s;
8 parties do not sign that agreement and do not intend 7 :
9 to actually sign it? 8 K

10 MR. KALTENBACH: I'm going to object. You can 1§ — :

11 answer in a minnte, Mike. I'm going to object I u E

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. 1; S :

15 That being said, Mike, I'm not instrcting e

16  younot to answer, so feel free. 17

17 MR. HOFFMAN: Go ahcad. You can answer. 18

18 BY THE WITNESS: ;3 If you wish to make more changes than space allows for, k

19 A. 1don’t think it's an agreement if there's P]:ase o alditionsd chests P :

20 eever an intent to sign it. I think it can be an 21 :

zl agreement if there was a period of time they were 22

22 working it out; but as you said, if therc was never Print name Signature ;

23 an intent to sign if, then I don't think it's an 23 ‘

24 agreement, 24 Date '
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STATE OF ILLINOIS )
} 88
COUNTY OF COOK. )
1, LORETTA A. TYSKA, Certified Shorthand
Reporter, do hereby certifiy that MICHAEL THEISSEN was by

‘me first duly sworn 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 to typewriting under my personal direction.

I FURTHER CERTIFY that the foregoing
transceipt of the said deposition is a true, cormect,
and cormplete transcript of the testimony given by the
said witness at the time and place specified
hereinbefore.

1 FURTHER CERTIFY that I am not a relative or
employee o7 attomey or counsel of any of the parties,
nor & relative or employee of such attorney or counsel,
or financially interesied directly or indirectly in this
action.

N WITNESS WHERECQF, 1 have hereunto set my
official signature on this 16th day of February, 2017.

k|
}
- i

R

\"(‘H >

FiAd

. - “'/;l‘ : ’ " e
CORETTA A. TYSKA, CSR, RPR
CSR No. 084004294

Thompson Court Reporters, Inc
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ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

The Board of Trustees
Lyons Township School Treasurer
LaGrange Park, llinois

Report on the Financial Statements

We have audited the accompanying financial statements of governmental activities, major fund and the agpregate
remaining fimd information of Lyons Township School Treasurer (the Treasurer), as of and for the year ended
June 36, 2013, and the related notes to the financial statements, which collectively comprise the Treasurer's basic
financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Treasurer’s management is responsible for the preparation and fair presentation of these financial statements
_ inaccordance with accounting principles generally accepted in the United States of America, this also includes the

design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America, Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

(Contirued)

1751 Lake Cock Road, Suite 400, Deerfield. IL 60015 ® Two Morth Riverside Plaza, Suite 900, Chicago, IL 60806 NE x I A

847.205.5000 B Fax847.205.1400 B www.millercooper.com INTERNATIONAL



The Board of Trustees
Lyons Township School Treasurer
LaGrange Park, Illinois {Continued)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respscts, the financial
position of the governmental activities, major fund and the aggregate remaining fund information of the Treasurer,
as of June 30, 2013, and the respective changes in financial position, thereof for the years then ended, in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

The Lyons Township School Treasurer has not presented the Management's Discussion and Analysis or the
General Fund budgetary comparison information that accounting principles generally accepted in the United
States of America require to he presented to supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of the financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. Our opinion oa the basic financial statements is not
affected by this missing information.

Regquired Supplementary Information

Accounting principles generally accepted in the United States of America require that the Illinois Municipal
Retirement Fund historical data, on page 18, be presented to supplement the basic financial statements, Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in
the United States of Ameriea, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inguiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements,
We do not express an opinior or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

MILLER, COCPER & CO., LTD.

Ml | Crper $ 6., L.

Certified Public Accountants

Deerfield, Illinois
March 14, 2014
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Lyons Township School Treasurer
STATEMENT OF NET POSITION
June 30, 2013

ASSETS
Cash
Accounts receivable:
Pro-rata billings and other receivables
(net of allowance for doubtful accounts of $3,056,707)
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES
Accounts payable
Accrued salaries
Advances from township districis
Noncurrent Liabilities:
Due after one year

Total liabilities
NET POSITION (DEFICIT)

Investment in capital assets
Unrestricted

Total net position

$

Governmental
Activities
(Distributive)
Fund

64,121

1,738,583
70,463

1,873,167

191,046
15,511
3,267,267

106,409

3,580,233

70,463
(1,777,529)

(1,707,066)

The accompanying notes are an integral part of this statement.
4-
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Lyons Township School Treasurer
STATEMENT OF ACTIVITIES
For the Year Ended June 30. 2013

Net Expenses
and Change
Program in Net
Programs Expenses Revenues Position
Governmental activities
Treasurer's office services $ 1,632,533 $ 690,674 § (941,859)
General Revenues:

Other $ 6,081

Total General Revenues 6,081
Change in net position (935,778)
Net position - beginning {771,288)
Net position - ending $ (1,707,066)

The accompanying notes are an integral part of this statement.
-5-
Miller Cooper & Co., Led.



Lyons Township School Treasurer
Governmental Fund
BATLANCE SHEET
Jupe 30, 2013

ASSETS
Cash
Accounts receivable:
Pro-rata billings and other receivables
(net of allowance for doubtful accounts of $3,056,707)

Total assets

LIABILITIES AND FUND DEFICIT
Liabilities
Accounts payable
Accrued salaries
Deferred revenue
Advances from township districts

Fund Deficit
Unassipned

Total liabilities and fund deficit

General
(Distributive)
Fund

64,121

1,738,583

1,802,704

191,046
15,511
1,587,621
3,267,267

(3,258,741)

1,802,704

" The accompanying notes are an integral part of this statement.
-6-
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Lyons Township School Treasurer
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUND TO THE STATEMENT OF NET POSITION

For the Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of net position are different because:
Total fund deficit - governmenta! fund _ : $ (3,258,741)

Net capital assets used in governmental activities and included in the statement of
net position do not require the expenditure of financial resources and, therefore, are
not reported in the governmental fund balance sheet. 70,463

Pro-rata billings revenue that is deferred in the fund financial statements, because it
is not available, is recognized as revenue in the government-wide financial
statements. 1,587,621

Long-term liabilities included in the statement of net position are not due and
payable in the current period and, accordingly, are not reported in the governmental
fund balance sheet. {105,409

Net position - governmental activities 3 (1,707,066)

‘The accompanying notes are an integral part of this statement.
-
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Lyons Township School Treasurer
Governmental Fund
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND DEFICIT
For the Year Ended June 30, 2013

General
(Distributive)
Fund
Revenue
Pro-rata billings $ 721,628
Other 6,081
Total revenues 721,709
Expenditures
Salaries 396,040
Benefits 191,092
Purchased services 953,076
Supplies and materials 71,358
Capital outlay 6,154
Other objects 300
Total expenditures - 1,618,020
Deficiency of revenues over expenditures (890,311)
Fund deficit
Beginning of year (2,368,430)
End of year ' 5 (3,258,741)

The accompanying notes are an integral part of this statement.
-8-
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Lyons Township School Treasurer
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND DEFICIT OF GOVERNMENTAL FUNDS TQ THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund deficit - governmental fund 5 (890,311)

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
depreciation expense exceeds capital outlay in the current period. (3,671)

Pro-rata billings revenue not collected within 60 days after year end is considered
unavailable and is deferred in the government fund. These amounts are considered

earned, however, and recognized as revenue in the government-wide statements. (30,954)

In the Statement of Activities, certain-operating expenses—compensated-absences.

and retirement benefits - are measured by the amounts earned during the year. In
the govenmental fund, however, expenditures for these items are measured by the ~
amount of financial resources that are used. (10,842)

Change in net position - governmental activities $ (935,778)

The accompanying notes are an integral part of this statement.

-0~
Miller Cooper & Cao., Lid.



Lyons Township School Treasurer
Agency Fund
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
For the Year Ended June 30, 2013

Assets
Pooled cash and investments $ 195,737,295
Advances to Township School Treasurer 3,267,267
Total assets : § 199,004,562
Liabilities

Due to Township Districts:
Cook County School District 101 10,113,557
Elementary School District 102 16,793,396
Lyons Elementary School District 103 10,231,744
Cook County School District 104 8,922,802
Cook County School District 105 14,072,252
LaGrange Highlands School District 106 9,706,699
Pleasantdale School District 107 ) 14,511,500
Cook County School District 108 5,628,764
Indian Springs School District 109 25,973,978
Lyons Township High School District 204 40,355,628
Argo Community High School District 217 33,933,888
LaGrange Area Department of Special Education 5,386,196
Lyons Township Elementary School Districts' Employee Benefit Cooperative 2,411,537
Cock County Intermediate Service Center #2 (West 40) 272,099
Undistributed investment income 690,522
Total liabilities $ 199,004,562

The accompanying notes are an integral part of this statement.
-10-

Miller Coaper & Co., Lad.



Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Lyons Township School Treasurer (the Treasurer) have been prepared in
conformity with accounting principles generally accepted in the United States of America, as applied to
government units (hereinafter referred to as generally accepted accounting principles (GAAP)). The
Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing governmental
accounting and financial reporting principles.

The following is a summary of the reporting entity and the Treasurer's significant accounting policies:

1.

Reporting Entity

The Lyons Township School Treasurer oversees the treasury functions of eleven school districts, two
educational cooperatives and a medical self-insurance cooperative (the Township Districts) throngh the

activities of the assistant school treasurer at each Township District. In this capacity, funds received by the
Treasurer from various sources are distributed to the Township Districts on a current basis to meet operating
needs. Excess funds are invested by the Treasurer, per the Invesiment Policy. The Treasurer and each
Township District are located within the Township of Lyons, in Cook County, Illinois.

New Accounting Pronouncement

The Governmental Accounting Standards Board (GASB) has issued Statement No. 63, Financial Reporting
of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position (GASB 63), which
was adopted by the Treasurer, as of the fiscal year ended June 30, 2013. In the government-wide financial
statements, the Treasurer is now required to report five clements on the statement of net position (formerly
known as the statement of net assets), assets, deferred outflow of resources, liabilities, deferred inflows of
resources, and net position (formerly known as net assets). The types of deferred outflows and inflows of
resources to be reported currently consist of service concession arrangements and derivative instruments. As
of June 30, 2013, the Treasurer has no deferred outflows or deferred inflows of resources,

-11-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Fund Accounting

The accounts of the Treasurer are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets and liabilities (arising from cash transactions), fund balances, revenues
collected, and expenditures paid. The Treasurer maintains individual funds required by the state of IHlinois.
Resources are allocated to and accounted for in individual funds based upon the purposes for which they are
to be spent and the means by which spending activities are controlled. The following funds are kept by the
Treasurer:

a. General (Distributive) Fund

The General (Distributive) Fund is the primary operating fund of the Treasurer. It is used to account for
all financiai resources except those required to be accounted for in another fund. This fund is used for
most of the administrative aspects of the Treasurer's operations. The revenue consists of primarily of pro-
rata billings to Township Districts.

b. Fiduciary Fund

The Agency Fund is a fiduciary fund, custodial in nature. It is used to account for cash and investments
maintained by the Treasurer, in an agency capacity, for the benefit of the Township Districts.

Fund Balance

In the fund finencial statements, governmental funds may report five components of fund balance:
nonspendable, restricted, committed, assigned, and unassigned.

a. Nonspendable - includes amounts that cannot be spent because they are either not in spendable form or
are legally or contractually required to be maintained intact. The nonspendable in form criteria include
items that are not expected to be converted to cash such as prepaid items. As of June 30, 2013, the
Treasurer had no nonspendable fund balances.

-12-
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Lyons Toewnship Schaol Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NQOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4,

Fund Balance (Continued)

b.

Restricted - refers to amounts that are subject to outside restrictions such as creditors, grantors,
contributors, laws and regulations of other governments, or are imposed by law through enabling
legislation. Special revenue funds are by definition restricted for those specified purposes. As of June 30,
2013, the Treasurer had no restricted fund balances.

. Committed - refers to amounts that can only be used for specific purposes pursuant to constraints

imposed by formal action of the Treasurer’s highest level of decision-making authority (the Board of
Trustees). The Board of Trustees commits fund balances by passing a resolution. Amounts committed
cannot be used for any purpose unless the Board removes or changes the specific use by taking the same
type of formal action it employed to previcusly commit those funds. As of June 30, 2013, the Treasurer

had no committed fund balances.

, Assigned - refers to amounts that are constrained by the Treasurer's intent to be used for a specific

purpose, but are neither restricted or committed. Authority to assign fund balance has not been delegated
by the Board of Trustees. As of June 30, 2013, the Treasurer had no assigned fund balances.

. Unassigned - refers to all spendable amounts not contained in the other four classifications described

above. In funds other than the General Fund, the unassigned classification is used only to report a deficit
balance resulting from overspending for specific purposes for which amounts had been restricted,
commiitted, or assigned.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the nonfiduciary activities of the Treasurer. The Treasurer's operating activities
are considered "governmental activities”. The Treasurer has no operating activities that would be considered
"business activities™. ‘ ‘

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific function. Program
revenues include charges to Township Districts who use or directly benefit from the goods, services, or
privileges provided by a given function.

-13-
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Lyons Township Scheol Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s

Government-Wide and Fund Financial Statements (Continued)

Separate financial statements are provided for the governmental fund and fiduciary fund. The fiduciary fund
is excluded from the government-wide financial statements.

Measurement Focus, Basis of Accounting, and Basis of Presentation

The Government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues and additions are recorded when earned, and expenses and
deductions are recorded when a liability is incurred. Revenues, expenses, gains, losses, assets and liabilities
resulting from exchange and exchange-like transactions are recognized when the exchange takes place.

A Governmental fund is used to account for the Treasurer's general governmental activities. Governmental
fund financial statements are reported using current fmancial resources measurement focus and the modified
accrual basis of accounting, as are the Fiduciary (Agency) fund statement. Revenues are recorded when they
are both "measurable and available. Measurable means that the amount of the transaction can be determined,
and “available" means collectible within the current period or soon enough thereafier to be used to pay the
lisbilities of the current period. The Treasurer considers most revenues available if they are collected within
60 days after year-end. Expenditures are recorded when the related fund liability is incurred, except for
certain compensated absences, which are recognized when the obligations are expected to be liquidated with
expendable available financial resources,

Investments

State statutes and the Treasurer's investment policy anthorize the Treasurer to invest in obligations listed in
Note E. No amortization is made to interest income for discounted federa} securities. Gains and losses on the
sale of investments are recorded as interest income at the date of sale or maturity. Investments held in the
Fiduciary (Agency) Fund are stated at cost.

-14-
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Lyons Township School Treasurer
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accurnulated Unpaid Vacation and Sick Pay -

Employees who have completed 60 work days are entitled to be compensated for vacation time. Vacations are
to be taken in the following year in which they are earned. Unused vacation time can be carried forward
indefinitely or paid at the discretion of the Township Treasurer. Employees who resign or whose employment
is terminated for any reason will be paid for unused vacation time. All vested vacation is accrued when
incurred in the government-wide financial statements. A liability is reported in the General (Disbributive)
fund only to the extent that the earned and untaken vacation will be paid with the expendable available
financial resources.

Sick leave of 10 days is provided on a pro-rata basis to zll employees. Unused sick leave can be accumulated
for future use, np to 240 days, and is_forfeited if not utilized. No liability is provided in the financial

statements for accumulated unpaid sick leave because of the uncertainty of the amount due, if any.

Capital Assets

Capital assets, which consists entirely of equipment, are reported in the government-wide financial
statements. Capital assets are defined by the Treasurer as assets with an initial individual cost of more than
31,000 and an estimated useful life in excess of one year. Such assets are recorded at historical cost if
purchased or constructed. Donafed capital assets are recorded at estimated fair value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend the
assets’ lives are not capitalized. :

Depreciation of capital assets is provided using the straight-line method over the foliowing estimated useful
lives: : ‘

Assets Years
Equipment 8-15
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NOTE A - SUMMARY QF SIGNTFICANT ACCOUNTING POLICIES (Continued)

10.

11

12,

Long-Term Obligations

In the government-wide financial staterents, all long-term obligations to be paid from government resources
are reported as liabilities in the statement of net position. Long-term obligations for the governmental fund are
not reported as liabilities in the governmental fund financial statements.

Deferred Revenue

The Treasurer reports deferred revenue on its governmental fund balance sheet. Deferred revenues arise from
pro-rata billings to Township Districts which do not meet the Treasurer's revenue recognition criteria for
availability as defined above. At the end of the current fiscal year, the deferred revenue reported in the
General (Distributive) Fund was $1,587,621.

Use of Estimates

In preparing the financial statements, management is required to make estimates and assumptions that affect
the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE B - TRANSACTIONS WITH TOWNSHIP DISTRICTS

The Lyons Township School Treasurer collects both pro-rata billings and insurance premiums from Township
Districts in accordance with state statute 105 ILCS 5/8-4. Billings are used to pay for each Township District's
pro rata share of Township expenditures.

Pro rata billings for the fiscal year ended June 30, 2013, are not calculated and billed until the following fiscal
year. Prior year billings were billed in a similar manner. These amounts are not collected within sixty days of year-
end are considered deferred in the governmental fund financial statements until the following year. While
collection is expected within one year, some amounts remain outstanding from certain Township Districts for prior
fiscal years. The amount owed to the Treasurer's Office at June 30, 2013 for these billings is $714,512, which
relates to all billing periods through June 30, 2013; of this amount, $150,962 was collected within the sixty day
recognition period and recognized as revenue in the General (Distributive) fund.
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