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1.
Clerk:-0'Brien: "House Resolution 565, Lechowicz, whereas the
largest school district in the state is in a financial
crisis, is unable to pay its current obligations and
is unable to borrow funds to effect either a short
term or long term solution to the immediate financial
crisis, and whereas the financial crisis of the Chicagq
school district is causirg severe hardship on citizens
of Illinois, including employees of thé Chicago school
system and their families as well as businesses which
serve and supply the systém and threatens to cause serioﬁs
disruption of the schooling of thousands of Illinois
school children, and whereas the current financial
crisis of the Chicago School Board will have a negative
impact on the perceived credit worthiness of the
school districts and local governments throughout
Illinois and possibly the state itself unless remedies
are...and resolved...are resolved promptly, and where-
as it is the obligation of the state and this General -
Assembly to insure sound, responsible, and adequate
financing in the common schools throughout Illinois
and to protect the integrity of the financial...fiscal
and financial affairs of school districts under the lawis
of Illinois, and whereas resolution of the current crisjis
of the Chicago School Board appears to require legisla-
tion and in any event will require the active involve-
ment of this General Assembly, and whereas legislation
has been submitted to this General Assembly proposing
means to effect a solution to the current crisis, and
whereas the urgency and immediacy of the present
financial crisis in the Chicago school system does
not permit the usual legislative procedures in the 2
Houses in their normal sequence and time, but require
concurrent action and deliberation by the Members of the
House and Senate, and whereas it is necessary and

proper for responsible and informed legislative decisiops
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the entire Membership participate actively in the
Committee deliberations. "Therefore be it resolved thay
the House of Representatives of the 8lst General
Assembly of fhe‘State of Illinois, that the House re-
solve itself in the Committee of the Whole House on
Thursday January 10, 1980 at the hour 4:45 p.m. for
the purpose of considering:on 1) the nature, degree,
and causes of the current financial crisis of the
Chicago School Board, 2) legislative solutions or
means to fﬁ; solutions to the financial problems of the
B Chicago School Board in the form of draft resélution
prepared in accordance with the r;les which is filed
with the Clerk for consideration by the Committee of the
Whole, and 3) testimony limited to the foregoing mattens
strictly germane thereto, and be it further resolved tHat
a Clerk is directed to have printed and distributed
to each Members desk a copy of each legislative pro-
posal filed for the Committee of the Whole's
consideration.”

b, Lechowicz: "Thankyou Mr. Speaker, Ladies and Gentlemen of

the House. House Resolution 569 is the call of a Gen-
eral Assembly for a Committee of the Whole. I know
each and every one of us have received a copy of the
tentative agreement concerning the Chicago schools
that was diligently worked by the Governor's staff,
the Governor, people from the City of Chicago, the
Board of Education, and the banking community. We

all know that the Senate started this afternoon as far
as their Committee of the Whole, and for this reason, ue
are running a little bit late as far as having this Body
also proceedsin the same manner. It is the intent

of the Chair and the Membership to thoroughly

discuss House Bill 1910 and House Bill 1264, the 2 Bills
that Amendments will be offered to to try to ratify

the agreement which was reached in the Governor's

mansion thisg nasgt woakend h o S ab lut.el 301
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and vital, not only for the échool,children in Chicago,
but for the City of Chicago and for the entire state
that this situation be resolved. I would like to
publicly commend all the people who worked very
diligently coming to a very sound conclusion in
helping the school system in the City of Chicago.
With us this afternoon is Mr. John Perkins, the Pre-
sident of Continental Bank of Chicago, and Mr. Jerome
Van Gorkum, the Chairman of the Board of Trans-Union
Corporation. I know that Mr. Art Quern, the Director
of Government Operationg will be the coordinator
of the repected people who will be here to give their
testimony, in behalf of the agreed solution, and in turn
I am sure that the question and answer period will be
available to the Membership as they seek their
questions to be answered. Mr. Speaker, I move for the

adoption of House Resolution 569."

Speaker Schneider: "Mr. Lechowicz has moved for the adoption
of the Resolution. Is there any discussion? Mr.
Dunn.".

Dunn: "Just a technical point, Mr. Speaker, I believe the

Resolution indicates that the House resolve
itself into a Committee of the Whole the hour of
4:45 p.m. today. That hour is long since passed.
Does the Resolution need to be amended?”

Speaker Schneider: "The Parliamentarian informs me that in
light of thatdiscrepency, the Resolution will become
e ffective immediately."

Dunn: "Thank you."

Speaker Eﬁadigan : "Is there any further discussion? .Thete
bée no further discussion, the question is 'Shall this
Resolution be adopted?'. All those in favor signify
by saying ‘aye', all those opposed by saying "no'.
In the opinion of the Chair, the 'ayes' have it.

The Resolution is adopted, and the House has resolved

itselfdint a—Committ £fth Whel Th falk NP IR
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4.
ask Representative Schneider, the Chairman of the
House Education Committee, and Reéresentative Pierce,
the Chairman of the House Revenue Committee to preside
during this Committee of the Whole."

Pierce: "The Committee of the Whole will come to order. Co-
Chairman Representative Schneider will tell you the
purpose of the Committee of the Whole. Representative
Schneider, Chairman of the House Revenue Committee."”

Schneider: "The Committee of the Whole will listen to testimony
from the variéus principals who are involved, at ieast
to a great extent, in the recent conference over the
weekend regarding the Chicago schools. The Director
of Government Operations, Art Quern, will introduce
the witnesses. We will wait until all the testimony
has been presented, then we will entertain questions of
those individuals as the Legislators will see fit to asglk
those questions. So first of all, Mr. Art Quern, Dir-
ector of Government Opefations for some observations
and...Do you want to introduce the individuals? And

to introduce the witnesses who will be before us

today."
Quern: "Thank you, Mr. Chairman. My name is Arthur Quern.
I am the Director of Government Operations. I will

be joined by Mr. Julian D'Es..."

Speaker Schneider: '"Give the Gentleman a chance. Will the
electrician tufn up the mic a little bit on the Clerk's
desk? That's where the witnesses will testify from.
If it'é not good enough, they can come up here. The
Gentleman from Cook, Mr., Lechowicz."

Lechowicz: "Thank you, Mr. Chairman. Would you kindly advise

that all unauthorized personnel remove themselves...in

the Chamber please?”

Speaker Schneider: "Yes, this is a Committee of the Whole, and

our rules provide that only the witnesses who will be

tesifying will be on the floor. All authorized personngl...

unauthorized personnel will leave the floor. The Sargeant
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of Arms will clear the aisles of unauthorized personnel.
This is a vital éubject. We have witnesses here that
are outstanding leaders in the financial and educationgl
community of our state and our nation, and I think we
owe them the courtesy to hear them out on this most
vital issue. Mr. Quern, Director Quern, will you
see if you can now be heard? If not, I'll have you
come up here."

Quern: "Thank you, Mr. Chairman. My name is Arthur Quern. -
I am the Director of Government Operations for the
State of Illinois. I will be joined today by Mr.
Julian D'Esposito, General Counsel to Governor
Thompson, byiDr. Robert Mandeville, Director of ;he
Bureau of the Budget, by Dr. Joseph Cronin, State
;;perintendent of Education, by Mr. Johm Perkins,
President of Continental Bank of Chicago, by Mrs:
Catherine Rohter, President Chicago School Board,
Mr. Jerome Van Gorkum, Chairman of the Board of Trans-
Union Corporation. We are here today...to submit for
your consideration..."

Speaker Schneider: "ThLe Gentleman from Kankakee, Minority

Leader, Mr. Ryan."

Q.

Ryan: "Thank you, Mr. SPeaker. I certainly wish that you woul
bring this chamber to order so we could all hear the
testimony. This is an important issue. That's what we
are here for, and if you can't do it, ask theSargeant
of Arms to do it."

Speaker Schneider: "Thank you for that suggestion, I think
I can do it. Will the Members be in their seats?
Will the Sargeant 0f Arms see that all unauthorized

persons are out of the chamber. They are welcome

to sit in the gallery. This is a public hearing, and
we have many empty seats in the gallery. And those
that want to converse, we have a nice rotunda here.

The Gentleman from Lake, Mr. Deuster."
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Deuster:

eéntf of Arms specifically to close the backdoor, and

Speaker

Quern:

6.
"Mr. SPeaker, one of the problems seems to be the
backdoor is open and we can hear all kinds of noise in

frem the corridor. Perhaps you could direct the Sarg=-

that might help."
Schneider: "Alright, the Sargeant of Arms will close the
backdoor. The Gentleman from Cook, Mr. Collins...we'll
try to quiet the place down, and Mr. Quern, Director
Quern, you will progeed." .

"Thank you, Mr. Chairman. We are here today to submit
for your consideration and to seek your support for an

emergency program developed in the last few days. A

_keeping the schools of the City of Chicago open. This

program that is aimed at one gélmary goal a goal of

program was worked out over a series of days of intense
negotiation and reflects agreement by a number of partips
who have been involved with working with and trying to
resolve the crisis facing Chicago public schools. This
program reflects a most delicate and complex balance,
an agreement hammered out over long hard hours of
negotiation. Bnt it was hammered out withir som: very
specific guidelines which I would like to run down with
you. First of all, we saw as the primary purpose in
this emergency climate, the need to keep the schools
open. This purpose was important to the nearly 500,000
children in the schools and their families. It was
essential to the teachers and the educational staff
of the system. It was vital to the Chicago community,
and it waslimportant to all of us in the state who are
involved with or concerned over education. Keeping
the schools open was therefore our primary goal. We
decided, however, that one other thing had to be kept in
mind. Given the dimensions of the crisis, given the
uﬁcertéiqiy over many of the aspects of the problem,

given the immediacy of some of the questions over

pavchecks, and the opendang-of hools—before—ra—ric
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7.
could only focus-on restoring stability and finding
a means of introducing accountability at this time thad
we could not seek out all of the:reasons and all of thd
problems in this emergency climate. It was clear to
us that there would be time enough to find out what
went wrong and who was responsible for the problems of
the school system. When the crisis was brought to the
Governor's attention, he laid out a number of specific
requirements against which any solution would be
measured. These requirements, which I will list for
you, have been:met. And the Bills which you will be
asked to consider do indeed fit within the requirementq,
and therefore we think we have a sound and responsibler
resolution of the immediate crisis in the package that
you are examining. When the Governor laid domn these
requirements, he laid down the following points. ’
First he said that no one party in the state could
or should completely solve the problem in the school
system. All parties involved must at the same time,
share similar risks in meeting the needs of keeping
the schools.open‘ He indicated very clearly thet no
additional revenues, state or local, would be available
at this time. The problem was not to simply pour dol-
lars in. We would not do that at this time. No more
dollars than would otherwise go to %he schools could bqg
made available now. Until the schools were stablized,
the situation thoroughly analyzed, no request for more
taxes, or no requests for additional state aid would
be entertained or considered. The Governor said that
the Board must begin,...the Schoocl Board must begin at
this moment to cut the costs of their operations to
bring the overall operational expenditures within
their resources. He also indicated that whatever
would be done would not in any way be permitted to

endanger the state's fiscal condition or its financial

standings And finallv., he said that what we did for
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Chicago must be available to.any other school district
in the state should that district find itself in sim-
ilar circumstances. These requirements were discussed
frequently with the public, with other interested partiles,
were reviewed with the Legislative Leaders in a series
of meetings 1in December. Fach of those occasions con-
firmed the general wisdom of maintaining those
requiremeants for any resolution that would be accept-
able.' The situation is critical. The schools are
bractically.without“resourée:..without dotlars and‘honey; Problens
facing it are enormous, and yet we need to act on com-
plex and difficult issues. We have therefore put Eogether
an emergency package which will provide for stablizatiom
will ke;p the schools open. Igi;troddceécontrol to
assure that the resources that are there wili be used
properly. And it begins to introduce the kind of
management requirements that have been sorely needed
It sets, 1n other words; the stage for us to determine
what went wrong and what really needs to be done in
the long run to assure that it doesn't happen again,
and to assure that education in the Chicago public
schools cani-be maintained at a responsible and effective
level. Most importantly, this package puts most of the
burden on the community which is responsible for the
schools. 94% of the funds involved in this package cone
NN
from Chicago and g&i.Chicago community. Only 6% of
the funds are state dollars and those dollars are invesg-
ment dol;aés. Those are dollars which are simply
being lent against existing state aid appropriations.
There are no new state dollars in this package. Finally,

this package is ready for action now. It is ready for

action now because the schools have already used up the
first phase. The package includes 3 steps, Phase I
which provides $150,000,000 for immediate need. Phase [I

which is an interim step while the longer more lasting

element of this package is being tested in the schools

GENERAL ASSEMBLY 1-10-80

STATE OF ILLINOIS




9.
in the courts. It provides for $225,000,000 of borrowing
to keep the schools open. Phase I1I, which we are asking
you to enact at this time, introduces a controlled
authority which will begin to have a bottom line budgef
control over the School Board and its expenditures as
soon as it is signed into a law. And it will also be
created with the power to provide for $500,000,000 worth of
long term borrowing to enable the schools to complete
most of this school year and meet théir basic obligatidns
and also begin to reduce the cost that must be reduced
if they are to settle their affairs and begin on the
road to recovery. This package is complex. It 1is
Being brought to you in a time frame that is not of'®
our choosing. The crisis was not ont that we were aware
of or control...in control of. It came to the state.
We have been dealing with it, trying to resolve i;.

The time factor is something that was determined by the
depth of the crisis and the difficulty of the problem.
We will attempt in the testimony that follows to out-
line the proposal, to describe why we believe it is
a sound and responsible step, aad to ansver any questians
you might have as we proceed. If you will, each of the
witnesses will speak briefly to you, and then at the
end of the series of presentations, we will attempt to
answer your questions. The next speaker will be Mr.
Julian D'Esposito, General Counsel to the Governor who
has over the last few days been chairing a Committee
to draft the legislation which you have before you."
Speaker Schneider: "Mr. D'Esposito. We have with us right .over the

podium the State Treasurer of Illinois, Mr. Jerry

Cosentino in the audience. I know Jerry worked
hard on this solution."”

D'Esposito: "Mr. Speaker, Ladies and Gentlemen of the House,
my name is Julian D'Esposito, and I'm Counsel to

Governor Thompson. What I would like to do is briefly
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10.
with your permission, go through the Bills that you h4g
on your desks. There are 2 separate Bills which will '
be before you, House Bill 1264 and House Bill 1910.
These Bills are being used Hor different purposes. Hoy
Bill 1264 will contain the financing...long term
financing in controlled portions relating to the Chicag
Board of Education. House Bill 1910 will contain what
we have affectionately referred to as the 'bridge
financing' which will get us through. the time of the
court test inlconjunction with House Bill 1264. Let
me begin with House Bill 1264. There are 2 geparate
things which are critical to this Bill and a .number
of Amendments to the basic education...to the basiq
School Code made to conform to that portion. If you
look...on page 23, a new article is added to the School
Code called the School Finance Authority which is a Body
politic :incorporated unit of local government in
special districts having 5 Members, 2 appointed by
the Governor, 2 by the Mayor, a Chairman appointed by
both for a 3 year term staggered. They receive no
compensation and there are no qualifications for office
other than the Constitutional requirements. After its
définitioal” Sectddn on...and...on page 27, you find the
gereral powers which this authority is given. By the
legislation, those powers are typical for special
districts, powers such as those to sue and be sued,
provides for its organization and internal management,
make ana execute contracts, etcetera. On page 29,
the provisions relating to the Board of Directors are
set out to terms at the bottom of that page. On page
30, Section 303 establishes provisions concerning
conflict of interest whiéh essentially requires that a
Director disclose and abstain from votiné if there is
any conflict of interest which do not require...do ?OF
prohibit him from continuing to hold office which is

current law under the Corrupt Practices Act. On page

ve

se
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31; Section 305, permits otﬁer agencies of the state,
units of local government, and school districts to
enter into cooperative agreement with this district
with this authority to share personnel and other kinds
of services which we think may be used in at least the
start up of this particular authority. This authority
will be subject to the law of respect...with respect
to open meetings. On page 32 is the heart of this Bill.
It begins the heart of the Bill. The Section numbered
400 provides the essential contrel functions which
we believe are necessary to bring fiscal reponsibility
to the Chicago Board of Education. Thisbis‘accomplished'
‘ﬁy requiring that ﬁhe-Bﬁard dévelops and submitsrfo;";he
approval of the authority financial plans and budgets
which are calculated to bring the Board's budget into
balance in its fiscal year 1982. By March 1 of this
year, the School Board must present to the finance
authority a financial plan covering the balance of
this fiscal year and...say succeeding 2 years. The
Board then must report...must report to the General
Assembly on the status of that by April 1 of this
year. A budget for the remainder of this fiscal year
must be presented by the School Board to the finance
authority by February 1 of this year, and the report
of the con...of the finance authority to this Body willl
contain its analysis of that as well. One particular
point needs to be made about the power of
the authority with respect to both ithe budget and
the financial plan. The authority does not have
power to do anything other than reject the entire
plan ot budget with the exception of the revenue ~ ° -
estimate. With respect to the revenue estim;te, Eh;-‘
authority is given the power to make its own. It may
not, in other events, dip into the budget éf the

financial plan and say this particular element is

unrealistic and must he changed It may point out
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12.
things and provide information to the Board and to the
public, but it does not have the légal authority to
require the School Board to make specific changes.
That is the responsibility and will remain the respon-
sibilty of the schools to provide for education in the
City of Chicago. The role of the Control Board ogr - the
finance authority is to see that that mission is
accomplished within revenues available. Similarly with
respect to contracts, a matter of which there might
be some consiaerable debate, on page 36, the provisiong
with respect to contracts state that a contract may nody
be entered into by the School Board umless it is in
comliance with the previously adopted financial plan
and budget. The authority is also given a power to
require that the School Board submit to.it for its
approval contract, not all contracts, but the con-
tracts that it determines it needs to review. It may,
in fact, disapprove of those contracts, but it may
only do so under the standards at the bottom of page
36 Subparagraph D where it says that the authorities
must approve the contract, ifithe information
required to be submitted is complete, and the contract
is consistent with the budget and financial plan in
effect. I think it is important to emphasis that
the authority does not have power to amend or reject,
in part, any contract. The important words are in parf.
On page 37 there are some other typical provisions
that oﬁe might find in a local government being estab-
lished and some other control provisions such as the
power to approve the chief financial officer of the
Chicago §chool Board the authority to audit the Chicagg

School Board, the authority to obtain control over the

cash accounts of the School Board. On page 38, the
authority to direct reorganization of the financial
management and information practices of the School

Board. Section 38 contains...I'm sorry, on page 38, the
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Section numbered 500, and following contain the power
of the finance authority to engage in long term borrowd
ing. This is the provision that provides for what has
been referred to as Phase III of this plan that is befdre
you. The Board is authorized to issue up to $500,000,d00
in general obligation bonds to be financed by a propertly
tax upon property within the City of Chicago. As a
matter of strucgure, what has occurred is that thea
power of the School Board to levy a property tax for
operating purposes has been reduced from $2.11 to $1.61,
and you will find that language on page 21. Conceptualfly
what has occurred 5 that tue 50¢ feduction in operating
revenues...operating tax rates will be taken and levied
by the Control Board or the finance authority to retire
its debt service. Let me try, before the question
period to make one thing more clear. The language with|
respect to the tax levy is absolute. If you look on pagle
40, the authority is authorized to demand and direct the
City Counsel of the city to provide by ordinance for the
levy and collection of a direct annual tax upon all
taxable property located within the district sufficient
to pay and discharge the principle. There is no state-
ment specified in the law. 'That is a typical provision
with respect to retirement of long term general obligation
bonds. The practical limit upon the tax is the limit of
the purpose of the tax which is the tax to retire the
debt. 1f one sells $500,000,000 worth of bonds, it wilj
take approximately $50,000,000 a year to retire those
bonds. A 50¢ levy will produce sufficient revenue to

pay the principle and interest as it comes due. That

50¢ levy is taken away from the operating purposes of

the Schoél Board and in effect is given to the control
authority, although that is not so specified and it
need not be specified because the limitation on the

amount of debt that can be issued is an effective limit

upan. the ta a-ta I£ £l
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4 trer—Eurn—to—page—So5you
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get into the additional miscellaneous sections
requiring that the...meetings of the finance authority

be open to the public and encourage public participatig

=]

in the financial decision making which the finance
authority is required to undertake...provisions...
at the bottom are legal requiring the survival of
rights of action against the authority after its
abolition permitting the authority to indemnify
its officers and directors. On page 47 there is a
typical boiler plate language which insures that
the obligations #ssued by the Control Board or

the finance authority are not obligationé of the
State of Illinois,--the--City- of--Chitcago,-or-the=Schoodf———--
Board, but are limited to the property taxes being
levied to retire those obligations. - I point out one
more time that the purpose of this is to require

the finance authority and the School Board to begin
immediately the process of an investigation of the
budget for the remainder of this fiscal year and to
develop in conjunction with that a 3 year financial
paln requiring a balanced budg=t in fiscal rear 1982,
The initial results of that action will be required
to be presented to you by the Control Board on April 1
of this year. At that time, you will judge the
c;nsequences of the powers that you have given them and
what needs to be done in the future, if anything.
The second statute is House Bill 1910. An Amendment
will be offered to that Bill which will add a new
Article toithe School Code Article 34B which permits thpe

schools to remain in operation pending the issuance

of the long term bonds. This is necessary because
we anticipate that a court test will be required to
uphold the validity of this new governmental Body and .

its long term bonding power. The School Board needs cagh

to operate, and what in effect has been done is that the

current short term borrowing power of the School Boa
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which they attempted to issue in November of the

past Calenéar year, and we are unable to do so because
of the drop in their credit rating, will be
transferred to the City of Chicago. The City if .Chicagd
will sell up to $225,000,000 worth of notes which will
be financed by the same property tax levy that the
School Board would have utilized to finance its short
term borrowing in November. The purpose of this is

to provide access to the market for short term borrow-
ing to continue the operations of the School Board.

As additional security to insure that these notes are
purchased in the market, the note holders will be given
the opportunity, if there are POt sufficient funds
available, to offset against state aid due in owing the
City of Chicago...the City of Chicago School Board.
They will do so by sending a notice to the Treasurer
who in turn...the Comptroller who im turn will pay
so much of school aid as is due in owing to the N
trustee for the bond holders so that there is this add-
itional security. Lastly, the Control Board will be
financed by a diversion of a portion of state aid
payable to the Chicago School Board in an

amount equal to the budget adopted by the Control
Board. The language for that is found on page 17.
The purpose of . that is to provide financing for this
new authority for its operations only. The...new
authority will also have its operations subjected to
an audit by the Auditor General. That is a basic

outline of each statute, and I will be available

later to answer the questions which I'm sure you have.

Thank you."
Speaker Pierce: "I believe Mr...Dr. Robert Mandeville,-Direcfor
of the Bureau of the Budget, is the next witness. Dr.

" Mandeville. Did I hear some boos?" -

Mandeville: "Thank you for the opportunity to address this

august Body My _comments are going to he limjted . to
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the financial aspects of this settlement. I think

it is a good settlement financially for the Chicago
School Board. From the aspect of the state, it is an
excellent settlement. The state is not at risk in thisg
settlement in any way. In Phase I, the State Treasureq
has an alternate investment decision, has purchased
$50,000,000 pledged by future state aid payments that
would otherwise go to the School Board, will now go to
the state. It is a self liquidating investment on the
part of the state and on the part of the City of Chica%o
relative to Phase I. The additional $50,000,000 in
Phase I is simply expediting payments to the School
Board that otherwise would have-gone there.duriﬁg tﬁs
next month or so. Two things that the Governor
committed to the rating services in New York were:

1) no state guarantee of any debt under this settlementi,
and 2) no new dollars to the School Board under this
settlement. Both of those committments have been
fulfilled in the settlement. Phase II, $225,000,000
will be loaned to the School Board by the City of
Chicago, secured in the same way that any tax anticipation
note any other school district uses is secured. That's
the future stream of revenues from property taxes that
they currently have the authority to levy. There is

a unique feature in the Phase II, the interim
financing. That's if a note holder chooses at any
point after October 1 of 1980, they can come to

the State Comptroller and ask that any payment other-
wise owing to the Chicago School Board, that that

portion which represents their equity in the note

be paid to «the note holder instead of the School Board.

It is-the same offset provision currently in the law

that any state agency aan use if an outside vendor
-owes the state money. We extend it for th{é'iésﬁé-oﬁiy

to the note holders of the $225,000,000 interim

financing. No state put, no state take owpt, no state
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guaréntee in Phase II. Phase III does not have

the state involved at all. The control authority
will issue up to $500,000,000 in long term funding
bonds. Some of those proceeds will be used to retire
the short term debts... Some will be used for operat-
ing costs of the School Board. In summary, there is
no state guargntee. The state is not at risk., The
School Board and the city are pulling themselves.out
of this problem, and I think it is a good settlement
for all concerns. Thank you."
Pierce: "Thank you, Dr. Mandeville. The next witness
is our State Superintendent of Education, Dr. Joseph
Cronin." ’ V

"Thank you very much. I am going to address the
question 'What is the impact on the Chicago Board of
Education and also on downstate school districts and
school boards. First of all, the legislation proposed
is a tough flap at the Chicago Board of Education for
alléwing deficits to go on, and on, and on over a
period of years and for now watching carefully ehough
the interfund transfers, conduct which is clearly
specified in law. Now I believe that the remedies

are tough, and yet appropriate. The establishment of a
escrow account which appears in your 1egisl;tion as a
debt service fund, the establishment of a financial
Control Board for a number of years which is not a
Board of Education and does not replace their role

in terms of making educational decisions and
judgments or personnel decisions, but is an
authority‘which will enforce and insist upon a balanced
budget ard which will curtail the borrowing needs of
the Chicago school system. Bofrowing needs so great
in recent years that the total amount of interest

paid is $73,000,000 a year. Clearly excessive and

very very close to the amount of the deficit that remaigs

between revenues and expenditures this yeax Ther
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was also a very necessary provision for dedicating...
existing a pgrtion of the educational funds to pay
back the notes of referative years, but the percentage
that would be set aside amounts to less than 5% of
the total budget, so it will not disable the school system
from carrying on the necessary educational functions.
A:second point, the Chicago Board of Education to
make this plan work must make some economies, must takg
some stringent cost cutting measures, and I amsoreli
convinced that they will do it. I met today with the
acting General Superintendent. She has proposals ready
to go to the Chicago Board of Education for actions
and decisions within the next week, reductions in staff,
reduction in the number of school buildings, just like
other school districts in the state have had to make.
That is an important ingredient and committment on thedlr
part. A thitd point, there is no negative impact on
downstate school districts. Other school districts wiljl
get‘all the money appropriated for education. I have
had a number of letters and phone calls saying, ‘Will
what's happeuned today mean a reduction or delay in
school aid for our school district?'. The answer is
no. They will be on time for the balance of this year.
As a matter of fact, the other 1,011 school districts
so far have benefited from the plight of Chicago in thajt
the Governor had agreed ‘to advance general school aid
payments from 2 to 4 weeks on 2 occasions for the...
in November, the payments for the month of December,
and then in December, those payments which would ordinagpily

go to all the other school districts in the month of

January. You could-say that when Chicago sneezed,

- everybody on the state was given a free handkerchief
or its equivalent. Truth is that other school districtp
have made money so far from the advancing of school aid

payments. By the Peordia District Board...reported

last week that-—thou h El $7,500
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first payment alone. Other gchoolvdistricts, which
at this time of year have borrowing requirements,
where able to reduce the amount of borrowing that
they were able to do, and unlike the Chicago schools,
they were able to borrow. A fourth point, and that is
this issue needs to be resolved quickly. I know that
many of you would like to get to the bottom of this
issue, perhaps engage in a study which might go 2 or
3 months. I still think that that is possible, but it
should be in addition to acting on the fiscal emergency
measures that are before you right now. It is absolutqly

vital that we take the kind of action that has been

ceiimmmmmen s ez 2 |- on - o s o—prOpOSEd - ~Fhe:consequences -of not so-doing-could

affect other school districts. For example, all school

T o " 'board notes are likely to cost more money if people
looking at Illinois or Chicago school notes feel that
in an emergency like this, action wasn't taken in a
tiqely fashion, or all of those doing business with the
schools, the vendors, may want to raise their bids in
the future to have a little contingency factor in case
payments are delayed, they work...the way they work in
several months in Chicago. So we must take the prompt
action to impose discipline that the school finance
authority will bring to the Chicago Board of
Education, its revenue projections, balancing of
budgets, and establishing an orderly way of doing
business in the future. I think we owe it to the
vendors just as I think we owe it to the children to
make-sure we have properly organized financial

structure in Chicago for the balance of this year and

for the next several years. The other long term
.iséQe so study could go on simultaneousiy, but we do
need this emergency legislation right now. Thank you

_ very much.'
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Speaker Pierce: "Thank you, Dr. Cronin. Our next witness

...Representative Skinner...our next witness is

Mr. John Perkins, President of the Continental
Illinois National Bank and Trust Company of Chicago.
And Representative Skinner has kindly agreed to

éive him up for a few minutes so the rest of us can

hear from Mr. John Perkins."

John Perkins: "Thank you. I'm delighted to be here and

have a chance to talk on this issue strictly from
the financial side. I think I ought to say first

that there is a crisis and it is urgent indeed. The

which effectively put it out of the market. It has
since . dropped to double C which is next to the
category of loss. It has no access to markets. The
money is not there. There is no alternative way to
get it and there's evenfually a danger to the credit
of all School Boards in the state and other government
bodies, particularly around Chicago, if we can't get
at this problem. I need to emphasize that the

Phase I money that has been put up now, one and fifty
million, will be gone by the end of this week...paying
vendors and teachers what was owed them. And the
Phase II money will keep the schools open only for

a relatively short period of time pending the long-
term resolution of the problem to the Phase III long-
term funding-operétion. The-Biard of Education has had
budget problems for a long time. It was moving

toward a crisis, in terms of deficits, in last '75

and early '76. At that time the Board, the

R - . .
Superintendent and others got together...with others’

and developed a program to start to reverse the

1ncrea51ng budget deficits and turn the tide. That

- e

program indeed worked for a couple of years and there

was a more favorable outlook. But ultimately, in the p
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year, the basic trends have caught.up again and hit
us In spades and it's just impossible to beat.
Inflationary costs have gone up steadily. The
Board's revenues, on a tax basis, have been unchanged
since 1971 and there has been no expansion of the

tax base due to inflation for the particular problems
of certain areas of Chicago. In addition to that,
there have been a whole: series of mandated and other
programs, perhaps each fine in its place, but they
have not been funded and not been financed. As a
result, we have a had a very fast pyramiding of a
deficit to one hundred million -.dollars in the. year
ahead...or in this year we are in, more mnekt year.
We've lived with band-aids and in the process the
reserved funds and the bond reserve funds and othgrs
and the working funds were all depleted and they are
at zero. With no access to the money, all of this
funds will do is provide some bridge until some first
taxes come in, that will be very rapidly used in their
operations. So there is no relief ahead without a
long-term solution. The solution that has been
developed, which I believe is a good, effective

basis for a program, was done in six weeks of around
the clock work by a number of people. The problem
was to not just think of a shorxt-term band-aid, which
would only compound the problem, get us in deeper and
deeper with no way out, but it was to achieve a
program that had both a short-term solution and

a long-term, day light way out to permanently
uifapil%zg tyg Boarq‘of Education's finances and
ﬁermit the efforts Eo be concentrated on the

educational process. We feel very strongly thatrthe

§chpqls must be kept open. __Publ_i_cv_scho__ols_n_ee_agvcp_u___w

be paid with public funds. The teachers and the vendony

must get their money and their debts must be met. And
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this involves them...this basic thfee part program.
We do have some special financial problems in this
area that, perhaps are not often realized or often
overlooked. For example, it's often said, 'Why

don't the Chicago banks temporarily advance this or
that money?' The fact is, that with the bond ratings
they have now, it would be illegal, a criminal
violation, a personal liability of a criminal nature
to directors and officers if they made investments
that were not of investment quality. These securities
are in no way of investment quality now. It's just
plain impossible -for-~a—financial-institution,
particularly regulated ones such as banks, to lend

as it is. In addicion to that, in the legal area

where I would not like to go into it, but there are

an enormous number of legal Fomplications. When
we finance in the corpofate world we can do some
things that are proper at the time that we can't
do in the municipal area because of the particular
legal and other constraints. The control of the
currency in Washiﬁgtoﬁ and other federal regulators
of the Securities and Exchange Commission are all
looking in to this area. Secondly, which is not
often realized when people say, 'Why don't the
Chicago institutions do something?' This problem
unfortunately has gotten so big that it cannot be
handléd except through getting access through the combined
national financial markets throughout the United

States. The amounts are too big for the local banks

in addition-to what they have in terms of paper now

to handle ‘légally, even if they could overlook the

_credit problems, which there's no way they can under

the laws-and the cqmmon law, as officers of the banks.
We are pleased to join now though to support the

program that has been developed. It is a coordinated

1~10-80
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program that is presented for your.consideration.

It has a short-term solution. It has daylight in-
the long-term funding bonds so that we can then
properly make investments and loans because we can
see daylight and a way out of the kind of trouble
we're in. There's still a massive job ahead to get
it done in the markets. This law, though, will give
us the tools to start doing the job. It's going to
take some months to complete. I should say that the
authoritY~that‘is:propbsed is an absolute

must, the key feature in the program. It is through
that vehicle that we get the control and particularly
from a financial standpoint, we get the needed
credibility to make this paper attractive to
institutions throughout the United States. There
are also a number of technical features that Julian
D'Esposito covered very briefly, such as the third
party escrow’ payments to set off rights for the
Comptroller and some of these other things. They
may seem unduly cumbersome, they may seem a little
complicated. I think I can assure you that they are
necessary as part of putting a credible, total
package together as part of developing paper that
can be sold and sold throughout the country...and
sold legally. So in conclusion, T would say this
program is urgent. Urgent meaning right away, within
the next few days. It is sound. It faces the issue
that offers a long-run solution as well as short-
term financing. It is complicated, true. But it
does address the major problem of market credibility
and the requirements to have papexr that can be
dlstrlbuted nationally on a legal basis. We, in

the Chlcago banking communlty, pledge our contlnulng

IR B s

effort to work constantly and steadily to see that

this job gets done for the benefit of all of our
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people in Chicago and our students. Thank you."

Speaker Pierce: "Thank you, Mr. Perkins. The next witness
is Mr. Eugene Keilein, Vice President of Lazard-
Frores...not here, back to New York. President
Catherine Rohter of Chdcago Board of Education.
éhe...she'lllreturn. Mr. Jerome Van Gorkum, Chairman
of the Board Trans-Union Corporation, Lincolnshire,
Illinois...32th Legislative District, Huff~Darrow."

Van Gorkum: "Thank you. My name is Jerry Van Gorkum, and my
position here is probably rather strange. I better

give you a little background. I am the head of a compgny

called Trans-Union Corporation-which. has_a.large numbe
of employees in the City of Chicago. It is a very
broadly diversified company scattered throughout the
United States and other parts of the world. We do
about $900,000,000 worth a year, and we make about
$60,000,000. We have 14,000 employees. We are

quite diversified. I was asked by the Mayor to come dgwn
to her office about 5 weeks ago. I thought she was
goirg to talk %o me about something else. T had never
met her before, and she asked me if T would be willing
to head up a Financial Oversight Committee with regards|
to the school situation in Chicago with which I was
totally unfamiliar. I told her immediately I don't
live in Chicago and she said that that didn't make
any difference. They wanted somebody with my background.

I happen to be a lawyer and a certified public accountant

and I'm head of a company that I have run for some 17
years, and I said that I didn't know anything about it,

but I would investigate. So I went to the auditors

T

of the schbol'system, Arthur Anderson and Company, and

_.spent 2 days with them and discovered that the school

system was indeed in.anAabsolutely_desperatg“situatinJ

It was in very serious danger of closing. I could

hardly believe what I learned, as a matter of fact.
1-10-80
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So I told the Mayor that I wéuld be glad to do so.
On the other hand, it then developed, of course,
that the Mayor had no real power over the School
Board, and no power to give me...the Governor had no
powers either, and so it was agreed that if ever
an Oversight Committee of some type came into existencd
they would probable both appoint me to serve as the
Chairman. So I became so interested in the subject
and was so concerned about the possibility of having
425...475,000 students in Chicago put out in the
streets for-perhaps months that I stayed with it even
though I had no particular official position except

my interest in maintaining the school system, and durir

[

the last 4 or 5 weeks I have talked endlessly with the
state, with the city, with the banks, and with the
School Board, and even with the union in attempt ‘to get
fully informed and to help work out a solution. And

I have been involved in all of these problem Sessions.
They have been endless. Last night we didn't finish
drafting the Legislation that you are looking at until
4 c'clock this morning. There is an extreme emergencyd
There isn't any question about it, and to close the
schools, of course, which some people have even suggested
closing them for a while 2s one way to solve the
problem would absolutley be tragic, not only in the
sense that the children involved, but also it would
have a-definite impact in a‘very short time on the
financing of the city and that would eventually

impact the financing of the state. So the fact that

I have no children in the school, and never have had
does not-.mean that. - am not deeply concerned about it.
Of ¢ourse; I am deeply concerned about it Jusg ;s ;V
human being. That is my only relationship with the
.system, .my only reason for consenting. to take, .-

if it is ever created, a position that would be

axcaadinagls diffd 1+ and Hablxz .. th 11 I
=4
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26. -
would like to add this new school...new authority that
is being created is being created primarily because
the school system has lost its borrowing power
completely. It has no credibility in the financial
world. To create this new authority was necessary
only in order to create an entity that will have
borrowing power which the school system has lost.

The powers that will be given to this new authority
under the legislation ¥hich you have before you are
powers, frankly, which have not been dictated by me,
but rather by the financial community. The bonds,

the long term bonds have to be sold if we are to

keep thé school s&séem alive. They can't bé ;;iﬁ TR
if the School Board name is on them. They can only

be sold if there is a new name on the bonds, and that
name represents fiscal integrity and the ability to
‘pay. the bonds back. And the legislation which you
have permits this new authority to do that. They have
2 basic powers, one of which I have already alluded to,
and that is to borrow about $500,000,000 and to give
that money to the School Board in order to do ailot
of things. First of all, or course, they got into thig
position because they were unable to borrow. They had
expected to borrow during this year $260,000,000.

That means they're $260,000,000 short of funds that thegy
expected to have in order to carry on the system. In
addition to that, they had borrowed from some of the
restricted funds the sum of approximately $131,000,000,
So you have $390,000,000 in those 2 entities alone...

those 2 factors. As a result, the $400,000,000 is by

— " no means £do muéh”id order to accomplish what must

be done if the schools are to remain open. The second

power given to the...this new authority is the
- - R S

"authority to do whatever is necessary in order to make

sure that the School Board in the future does not, again,

than—it-has That is. the reason—thes
7

snend more mMOoney
T
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got into this problem in the beginning. It is a fin-
ancilal authority, and I must emphasis that. This

new entity that is being created will not run the
Chicago school system. I can't say that too loudly
or too often. I've said it repeatedly and a lot of other
people have, but I am continuously being asked questions
which indicate that many people think we are going to
run the school system. We are not. This new authority,
this new Board of Directors that runs this authority
will only be handling the financial aspects of the

School Board and making sure that they live within theijr

means. All the decisions with regards to programs

will be the decisions of the School Board. It is only

fair, I guess, to say that since we will be dictating
the total amount of money that the School Board can spepnd,
we will impact their programs, because in order té
live within the amount of money that we will permit thep
to have, they will have to make some very difficult
decisions with regard to the number of employees, what
they do, and'cheprograms that they can afford. So

we really divided the School Boards function inte

2 piaces. One is education and the other is finance. The
education remains with the School Board, the fimancial
power will reside in the new authority. Aand this auth-
ority, in doing what it is permitted to do under the
statute, I emphasis, will only be doing what the School
Board should be doing itself and should have been doing
all along. There is nothing new being created here in
that sense. One of the Senate Members complained, perhéaps
with cause, I'm not that familiar with it, that the

e o “school systém™is sick. . And he -meant by.that that the

school system, the education provided for it is not

acceptable to a large number of the citizens of Chicago

and the new entity, the new authority being created

will not solve that —wddl . 1 1

& 33
fro-t—mate—Ere—systemwe T i—1IIr
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that sense. But the choice here is not between a
sick school system or a-well school system, the choice
right now is between a sick school system or no school
system whatsoever. Therefore, this Bill in other wordd
was intended to keep the schoél system alive. If it
requires medical treatment in order to make it better,
that can come in the future. But it cannot wait until
the...thts legislation can't wait until that happy day.
I think that 1is all I have to say. Thank you very
much."

Speaker Pierce: "I thank you very much. We have been...the
Minority Leader has brought to my attention the fact that
we haven't been as courteous at all times to these wit-
nesses as we should be in a Committee of the Whole. I
notice a lot of the noige is coming from the press
over here and from different places, but we are getting
conversations that I can hear up here. I can almost hepr
every word being said. Now I understand our State
Treasurer, Jerome Cosentino, I've seen his back.

He's been talking quite a bit on the floor, would like
to say a few words. Treasurer Cosentino."

Cosentino: "Thank you, Representative Pierce, Ladies and
Gentlemen. I didn't want to say anything, but there
seemed to be some question as I was moving around the
floor by some of the Members here in the House, and
the question was whether I was going to roll over that
$50,000,000 loan to the Chicago School Board come
April, May, or June. I want to assure you right now that

I already made that public at a press conference over

a month ago, and when I stated that if we made the loan

to ‘the Chieago:School Board, it would only be until S E

the ehd of this fiscal year which ends in...August. We

have no.plans, and I definitely am not going to roll

. over.the--$56,000,000. The loan was -made in an-emergency ---- -

basis,...on an emergeﬂcy basis just to keep the schools

going so that it could come—t the—Fegigteture—to—soive
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their problems. I wanted yoﬁ to know, and I want to
promise you that I have to institute any roll over.
And I tell you right now that it will not come from
the Treasurer's office. We will not roll over the
$50,000,000 loan. Thank you."

Speaker Pierce: "Treasurer, we all appreciate your work in
'pioneering the spirit to get this agreement together.
John S. Appel, Executive Director, Citizen School
Committee is a proponent and wish to testify. Is Mr.
Appel here? Alright, Pauline Pantsios, President
Chicago League of Women Voters, a proponent. Written
statement has been filed;v Is Ms. Pantsios here?
Alright, has President Rohter returned? We have some
opponents here. I think we'll here from some opponent
while we walt for Mrs. Rohter to testify...before
we have questions. Mrs. Margaret Sullivan, President.;.
Parents for Neighborhood Schools and taxpayers and mothers
of public school children of 3246 West 66 Place,
Chicago. Opponent of Oversight Committee, Mrs.
Margaret Sullivan.”

Sullivan: "Thank you...My name is Mrs. Margaret Sullivan.

I reside in the City of Chicago. I am the wife of a
Chicago police officer and the mother of 7 children.

I don't have copies of my statement, so you will have
to listen carefully to make sure you hear everything.
I'm speaking to the Oversight Committee to be informed
to overlook the Chicago Board of Education. My

main concern with this Committee is that I do not want
ghe,Legislature to give this Committee the power

of taxation. I realize, of course, if this power

is given to-them, the appointed people, this lets thg

. Lo . . . . .
Governor, Mayor, and Representatives off the hook,

~and yhe elected people can then say, 'We didn't raise

v w-.. .your_taxes.'.. Ho, ho. Any property tax increase |

should be put to a referendum vote. Many of you may

N that—ih Gha i $ £ d—balsad
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Speaker Pierce: '"Let's give the Lady some attention there,

Sullivan: "I appreciate it. I am not used to speaking in

480,000 children in-Chicago public.schools, and we havs

.for every 10 children.- 1 believe the Chicago - ER

““Boatd of~Education®is the state's number 1 €mployment®

30.
to bail out the Chicago public schools to the tune
of $15,000,000. I resent the fact that the teachers
pension fund is not being touched to protect their
own jobs. A good many of the Chicago public school
teachers are suburbanites, and therefore will not

be affected by a property tax increase in Chicago."
especially in te first row. Treasurer Coseantino."

the House of Representatives. I thought it was better
than the Chicago Board of Education. I thought here
you would pay attention. I in the Organization of
Parents for Neighborhodd Schools knew the Chicago
Board of Education was in serious financial trouble
for quite a few years. The Board Members‘should

have known. The bankers should have known, and the
auditors must have been playing tiddlywinks. Now
everyone wants the overburdened taxpayer to play

pick up the sticks. If you are setting out to correct
the problem, remember, foresight is better than
hindsight. Don't follow the Foderal Legislators in
creating another Frankenstein like H.E.W. We do

not need more bureaucracy in this state. Checks

and balances have to be applied to any Oversight
Committee be informed. A definite time limit has to
be established for this Committee's existence. And
represéntation on this Committee by taxpaying parents
who have children in the Chicago public schools should
be guaranteed. There are many frills that can be cut

from the Board's budget. Right now we have less than

mdge than 5@,000 eﬁpld&ees. More than one employee

agency. We have to get back to the basics in educatiodq.

1-10-80
GENERAL ASSEMBLY

STATE OF ILLINOIS




S tax increase."

Speaker

-Representative Skinner...is the..iis the only - exemption
from that. Betty Bonow, Education Chairperson,
Parkview Civic Association,...of Chicago."

31.
Forget the innovative dreamers and the social planning
nomad. The more money that is spent, the less
educated the children become. I heard Dr. Cronin
refer, in his statement, to many things...the Chicago
Board of Education, but what he forgot to neglect to
say was that the mandated programs that come down from
Superintendent Cronin and the State Board of Education
are not financed by the State Board of Education or
the state. They come out of the city's funds. I,
as a taxpayer, resent this. I would like to read omne
little paragraph with access.'to excellence which...of
September 12, 1979. '"Excess to excellence'...has the
qualities supposedly to strengthen the city. We see
how the city has been strengthened by this program.
In 1its first year, I am quoting out of the book here,
I am reading out of the book, 'The Board spent -
15.1 million to implement desegregation programs.' The
same amount of money that my Police Pension Fund had
to come up with.” My husband's money and my children's
money. 'Most of this money came from local funds.'
That's why we don't have school text books, and L
papers, and pencils in our schools. It says, 'Neither
the state nor federal government provided financial
assistance for desegregation. This expenditure...' -
I would like you to listen to this line. '"This
expenditure demonstrates the Board's committment to
desegregation. A committment’ underscored by the fact
that the Board provided these funds in the face of a
severe deficit.' Now, I want to know where the

i

bankers and the auditors were then. I won't pay a

Pierce: "I thank you, Mrs. Sullivan. We don't have

demonstrations on the floor even by the Members.
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Bonow: "I am Betty Bonow, Education Chairman for the
Parkview Civic Association. 1T hav; been involved with
the problems of education, desegregation, budgets,
and everything, going into my 18th year on a voluntary
basis. I don't even qualify for a pension. I am
a product of. the public'school system, my children are,
and now my grandchildren, so I do have investments
in here. I'm sorry that Springfield is not so close tg
Chicago so that we could have better input in what's
going on iﬁ oﬁr schools, because what happens down herq
does make a difference in our schools. I began my

presentation on the train. As taxpayers, homeowners,

R e T paTents of childfen In~public "schools, we'Te

deeply involved and concerned with the educational

program of our children as well as the financiai

obligation incurred by this undertaking. The major
point of concern I wish to stress is that of overspendilng.
Overspending, not lack Bf funds, put Chicago on the
edge of bankruptcy. Along with the Chicago Board of
Education, defisit spending practices begun in the
1960's despite public objection and protest. Perhaps
if we have more accountability, we wouldn't be in the
bind that we are in now. A full public disclosure of
_how and why our budget has depleted must be made.
And we wish, feople such as myséif, wisﬁ to coopérate
with the special House-Senate Investigating Committee
in sighting specifics, specific policies and
practiées which adversely affected the quality of

education as well as the cost factors #n problems we

are facing. Another point of..."

. -—~lI"Speaker Pierce:. "Letds give the Lady some 6rder here. .It-is

FTlittle moisy. "
_Bonow:  "Another, censideration...another point of concern rather
L e el s s e st rhatoefoaxation, o Anyiconsideration of increasing T

our property tax, we want put on a referendum vote.

In Chicago, this is the only voice we, parents and
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taxpayers have. You must remember the Board's
budget reflects_their phitosophy and policy. These
are appointed Board Members. Appointed Board Members
are not accountable to the people. They have a free
hand to do as they please which brings me to the
point of this new authority. To whom will the newly
created financial authority or the Oversight Committee)
whatever you want to call it, be ha...held accountable
to? The so-called 'buck must stop someplace.' You
can retain a Qeto, a2 bottomline, something some
vehicle...it has to be established. And we feel it is
proper and fitting that the responsibility should lie
here in the General Assembly to protect the voter's
interest. This new authority has been publicized in
the various redia as a temporary vehicle to guide
its dissolvency. But instead of the 3 to 5 years
projected in scanning the Amendment, we see the term
30 years. So if we are going to engage...a service
or whatever the authority would be, we have to keep
our checks and balances that we are guaranteed under
the Democratic process. Other problems loom in Chicagd's
horizon. We have to contend with the Health...Educatiohn
Department, the Justice Department, the office of
civil rights, as §ou probaly know they are going to
be coming in. Where is the money going to come for
the busses in case they do mandate? 1Is this going to
come from the proposed taxes you are going to
increage supposedly for bailing us out now? These are
the problems...serious honest concerns that we have.
We want to know since the budget is the philos...

reflects the philosophy of the Board, are you

going to continue a social program and cut out the meat
of our education program? It is easy for you to say

'We're going to have sex education. We're going to

have environmental education. We're going to have...

all kinds of programs that are mandated, actually mandated,
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but you don't mandate 12 years of ﬁnglish, 2 years of. |
It gets down to the line of work, right? The meat of
our educational program will be sacrificed for social
programs and bussing, and we have no one to turn to
but you, and you aren't even listening to us. Help
us. We agree, we think this temporary Committee
coming over with financiers who know and deal with
figures every single déy is necessary. But I want to
know who's side of the fence they are on? If they
are holding federal deposits, are they going to be answyerabld
to the federal government. Don't let us get screwed.
Help us. It's no fun. You send your kid, and you
don't know if he's going to come home or mnot, or
he's going to be put on a bus, and then you find out
that you are going to get your taxes increased. ' Care
about us. We voted you in, damn it, we'll vote you
out. But we need help, and don't throw us down the
river now when we need you most.”

Speaker Pierce: '"Thank you, Betty Bonow, opponent of the Billsg.
Patricia Ryan, voter-taxpayer~parent of ghicago public
school students, and a taxpayer. Patvicia Ryan, 30
West 64th Place, Chicago."

Ryan: "I am speaking as a voting resident, a taxpayer, a
parent of the Chicago public student, a mother of 4
children, and a wife of a policeman. I cannot stand
silently by Vh;le a non-elected, possibly non-resident
Committee gets taxing powers over Chicago residents.
This is taxation without representation, and everyone
knows what's happened before. Every person sitting in

this room knows how a governmental Body of this sort

created for a specific service grows and grows and

e - I - - .
. 7 - lclings.and clings. "Look at H.E.W. An Oversight

Committee can be comprised of responsible, local

Ea—. - R - P —— - - . e

citizens interested and informed parents of Chi

public school students have been excluded from any and

all control over our school system for far too long.
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This entire Amendment is beiﬁg unnecessarily pushed
through too quickly for any of us in this room to .
give our full attention to all side issues and ramifi-
cation . of what is happening here. Where is the
statute of limitatioms thatshould be
written in? Where will this Committee meet? How ofter
will this Committee meet? Will there be public
participation meetings? Ladies and Gentlemen, think aBout
what is happening here. Our Chicago school chiid?en
are a very important part of our state's future.
Do not sell them short. They deserve your best."
Speaker Pierce: '"Thank you very much. Our pnext witness is
— .- Mrs. Francine Fatima, - West 66th Place, John. .F. . 4.
Eberhart PTA President...”
Fatima: "Excuse me... I am Mrs. Francine Fatima. I reside
in Chicago. I am the wife of a Chicago police )
officer, 'and I have 4 children in the Chicago public
schools. One thing that has gotten us to where we
are are the threats that we have received from the
State Board of Education as well as from H.E.W. and

a couple of Chiecago school boards. 1In the Sun Times

on January 6, 1980, Governor Thompson asked...he was
asked the question if the tax increase for Chicago
was inevitable, and the Governor asserted, quote, 'T
hope not, but I don't know. It depends on what cuts
are made, how deep they are, and on the last analysis
what the people of Chicago want for their educational

system. He emphasized, however, that cuts, severe

cuts must be made on this plan or it will...it will fazl.

I totally agree with the idea of severe cuts for the

Board of Education, and I do not see any at this

writing. I reiteérate, I am a Chicago resident. "A -~

basic education is a must for the children in Chicago,.

_..We_are being. hit_on.every.side, from wirhin because.of -

policies of the Board of Education, and from without

£
beeau £ p n—the—Board e
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become the newest model of innovaped education and
integration, but really the model we've become is
one of financial decay. Numerous such clay models of
public education are crumbling across the nation.
But realize, 40% of a Chicagoans property tax bill

is allotted for the Board of Education. Perhaps this 3

w

a lesser amount than the tax rate for some suburban

or rural areas, but ‘then to keep in mind, the Board

of Education applies for federal aid, and actually
federal aid is 13% of the 1.4 billion dollar budget.
The amount reserved im our tax bills for the schools
should have been enough and should still.be enough.

You see, there is no growth -in Chicago, im our school
enrollment. We are loosing population with whites
flight to suburbia, and we have numerous school facilities
already built. The frills are what must go, and if thay
do, the taxpayers burdens will ease. Perhaps it is haxd
to believe that a resident of Chicago can feel
powerless, but believe me, we feel so. And I mean

the taxpaying voter. And therefore, we want the power
of referendums that many other school districts in the
state have where increased taxes are being sought. I
definitely go along with the 1id on property taxes as
well. The school finance authority, Control Board, - -
OVersight Committee, whatever it is presently being
called, must be under the control and scrutiny of
this Legislature and should be a very short 1lived one
with a very short term, and I see no termination date
in the Bill. I personally feel that you are creating

a layer of fat which will perpetuate itself. If this

: ‘new school.finance authority would have the control to
~“insist on a balanced school budget, that is one thing.

~_But, our_School Board should already be balanced .

n s s sseemsibfn ~ o anmmwaccording;.to I1llinois._statute.-= Do~allow. usi.voters-thest

rights to decide whether more of the hard earned money

should be spent for Chicago public schools. It has
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_ our sdheduch_'Have I called Sharon DeBella, Chicago

DeBella:

-5éBella, ﬁésE“GB Piace, Cﬁig;gé iéw 
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been practiced to tighten the belt in our home, and
that should go for the schools. To me what should havd
occurred in Chicago's fiscal mess, and remember, I am

a mother of 4 children in the Chicago public schools,
is that schools should -have been closed a mornth so the}dust
could have settled. As of now, there are still nowv-
guarantees from that School Board that their priority
will be a soﬁnd education for the children over a frill
filled one. If you've seen the cuts the Board is going
to méke, I sure wish you'd share them with me. I am

at that Board every 2 weeks, and they aren't saying

anything. So far the bail out has been a hardship on Hhe

policemen whose pension has been used whereas the
public school employees have made no committment for

a bail out except a token half million dollars from thegir
union. That in itself is inequitable. I would h;ve
hoped you would demand up front a clear concise
picture of the cuts being made so that I could feel

my taxes won't continue to be abused or increased due
to the Board of Education's folly. I've come before
you from Chicago to make it clear that evea though .
Chicago schools are in a mess, there are numerous...
of us who have pleaded for fiscal responsibility. And
since we were not listened to, the ship is sinking.
You will make a decision, not a hasty one I hope, to
bail it out. Just make sure that tax burden isn't on ys.
Make that School Board shape up and cut itself down
to size. Thank!you."

Pierce: "Thank you. We have about 4 more witnesses

Law and Civic Association?’” No. You'_re on now. Sharon

and Civic Association

A parent and taxpayer.”

"f,adies and Gentlemen, my name is Mrs. Sharon

DeBglla I iz 1a—GChi I et LTV NS but
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most of all, I ;m a parent. I am concerned about my
children’'s education. Now that the Chicago Board of
Education has gotten in so much debt...but the worst
part of this is that this i1s our money. Our children
are being deprived of the basic education that they
ave desperately in need-of. | Instead, the Chicago Board of
Education has become professional babysitters, cooks,
and transportation peréonnel. They have invested our
money in programs that are not essential to the
needs of our ;hildren to be able to survive in this
world which we have made. The School Boaxrd has
started programs only to satisfy different pressure
groups under the cover up word, education. If Chicago
schools didn't have the money, then it is time for then
to stop wasting it on free schools, free breakfasts and
lunches, and bussing. The parent has to take on some
rgsponsibility for their children and stop expecting thHe
homeowners to foot the bill. I don't expect to be
paying the rest of my life for people who are too
lazy to get up out of bed to feed their children or
to give them the love and security they need in the preg-
schooi years. The Board's only responsibility is to

educatevour children between the ages of 6 and 17, and

1 see that...each...and see that each group...school
has the proper books, teachers, and equipment. This
will take up most of their time. I, as a taxpayer and

a mother, resent the fact that my taxes are being wastdd...

and a éood possibility of our tax increase to further the

whims of a few pressure groups. Thank you."
Speaker Pierce: '"Thank you, we have about 3 or 4 more

_witnesses and then we will be to the questions.

- - R Patricia Dunagan, Park Manor Neighbors, of 7318 King

Drive. She's an opponent. Reverend George Riddick,
Staff Vice President of the Operation Push, East 50th

Street, Chicago. Reverend Riddick. Reverend George

‘Riddick."
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"Thank you, Mr. Chairman, Membets of this House.
We want to express appreciation for the opportunity
to share our views with you this evening. 1In a
precipitous and ill~considered rush to judgment, the
Board of Education of the City of Chicago has been advi
to prepare itself for an act of surrender of its contrxd
to a Financial Oversight Committee constructed in largd
measures to meet the demands of the banking and
lending institutions of the City of Chicago and of tﬁe
nation. The educational needs and interests of nearly
500,000 children and their parents, 80% of whom are
black and brown, is being subordinated to the concerns
of financial and business'intere;ts that have their‘
investments so that their investments will be able
to prove safe for the next several years. The
education and the children of the public schools of
one of the largest systems in the nation is being
placed in hostage to those who know very little about
the needs, and apart from their investments representip
loans at 70% of the prime rate for notes which normally
sell at S0% of prime, care very little about the outczeqg
Operation Push opposeg this financial package or bail
out plan. The children of Chicago and their parents
are being made scapegoats for a system that has been
plunged into financial catastrophy by 40 or more years
of mismanagement and racial politics. The Chicago

lLawyer; a publication of the Chicago Council of

Lawyers observed that since 1960, the Board of Educatign

has built more than 140 schools costing the taxpayerss

$400,000,000. It is also estimated that since the 1954

Supreme Court decision, the Board when interest and
other costs are calculated, quite likely spent in

excess of 1 billion dollars to sustain a dual system

sed

me

of education, one for blacks and browns, and one for whites.

Among other things this Legislature should know, is
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were 90 or more percent black when they opened. Nine
were segregated for whites, 3 weré majority Hispanic,
only 9 of the schools in this grouping could be
onsidered in any sense racially integrated. Of 10
upper grade centers and middle schools, 7 were 100%
blacks from the day they opened, and 2 more were
segregated Hispanic. On the southwest side of the
City of Chiéago, there are 14 schools with space for
1,000 or more pupils, but blacks .are being bussed
eastward to o£her black schools to prevent them from
utilizing that space or occupancy of those eastern empty sgats.
On the northwest quadron, near Austin, the estimated
amount of space is nearly 3,500 seats, but black
children are being crammed into crowded rental
properties to avoid their appearance on lily white
islands. This area, namely Austin, reported the
second highest drop out rate of any in the city during
the mid-1970's. The Enélewood and West Englewood
areas, which provide the pupils for southwest sides
'Roster, Earl, and 0'Tool’' complexes also reported
exceedingly high drop out rates. Schools built to
replace the desperately overcrowded facilities that house
black pupils have an estimated cost of nearly $8,000,000.
When a count is taken of the schools in the noxrthwest
quadron, and when the 'Wallers' and Near North Career
Vocational Higﬁ Schools or the new 'Coolie' which
is equally as segregated and impacted as the old
'Coolié' High at a cost of 7.5 million dollars for it

alone, the costs run over $20,000,000 just for these

isolated schools. The policy of building small,

impacted, and deliberately underprojected for school

pupil at£endance population is to contain blacks
represents a reason for the financial fiasco enveloping
the Board of Education, and we need to discuss this

matter. The proposed Control Board structure has all

of the skeletal trappings of the New York Municipal
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Assistant Corporation, affectionagely called 'Big
Mac'. The brain child of Felix 'Rohrton' and 'Lasard
Ferris', and we are told that the same firm is advising
the Governor and Mayor omn what is appropriate in the
City of Chicago. I would remind &ou that some 75 schoqls
were closed in the City of New York and over 14,000
teachers were dismissed. Buttﬁe larger result was to
be found in a 45% drop out rate in New York City.
Dr. 'Koriso' has tentatively announced cuts extending
to the closiné of 35 or more schools and amounting
to $94,000,000. Thus, the $60,000,000 figure that has
beenbatted around at present, must be assessed against
an additional 34,000,000 which would be the budgetary
deficit should the 60,000,000 'be breeched. But what
is even more interesting is that for 1981, we learn
of $104,000,000 to $106,000,000 in cuts that need~t$
be made. Let me just sight the example again of New
York, for now New York City wants cuts of 3,000
additional teachers, 45 additional schools at a cost
cut of $114,000,000. When does all of this end, Ladiesg
and Gentlemen of the House? The Board is being
forced to submit balanced budgets by reasomns of turns
of the agreement involving the Control Board, and
so the 60,000,000 again in. cuts is not represenfative
of what the final bottom line of cuts will be. First
we must ask to whom is this Financial Oversight Board
or Committee accountable? If it is to be given
legitiﬁation by the empowerment of this State
Legislature and the City Council of the City of Chicagd,
are not citizens entitled to know to whom it reports?
And what it is required to report? Secondly, who will

serve on this Financial Oversight Committee, alias

now Financial Authority? Other than persons from the
financial community, will there be any public
representatives, and if so, will those public repre-

sentatives equitably represent those who are now providin
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the most important resource for the schools? That is
those who provide 80% of the children of the public
schools of the City of Chicago. Third, when will the
public be granted full disclosure with respect to
the complicity of the financial community in the
Board's current'imbroglio; Fourth, but -even prior to
these questions is the issue of the structure of the
Committee itself. Let us remind you that Mr. James
'Rue’', Vice President of 'Merrill Iy nch' stated that
the-prefer-ence . is for a small Committee with uneven
number of Members, perhaps as small as 5 persons with

staggered terms. The Committee would be in power to

balanced budget. The Board would be required to submig

itsigu&gz;-zg_?ﬂérFinaﬂzi;imbbgi;igﬂz“boﬁﬁgitee
before acting on.it. The Board would submit
quarterly modifications based upon its assessment

of revenue prospects, and the Board would be required
to submit monthly expenditures and revenue

statements quote 'In a form acceptable to the financial
connunity.'. The Financial Oversight Committee or
Authority is in‘power to approve or disapprove all bort
rowing undertaken by the Board and to approve or
disapprove any labor contracts or contract modificatiops.
It can approve or disapprove any contracts with vendorp
also that exceed $25,006. Ladies and Gentlemen, I
suggest to you that this is surrender of the powers

of the Board of Education. That it is surrender of
their ability to significantly determine the direction

of education in the city or of educational planning.

That it means, in fact, that the Board of Education
. . e - - e e PSR
‘is reduced to nothing more thdn a day to-day-advisory |- -
council making periodic reports about its steward ship.

As it is evident that some monitoring structure

will be empowered, Operation Push contends that the

?vn}\ngn:l of—the-black pnk'l-ir‘lv elected afficials
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and Legislators represent ité position. The structure
must be limited in powers and should have a definite
time 1imit on its existence. T e structure should be fe-
quired to help raise revenue, and it should be compellgd
to live by a ceiling OO0 all curtailments and cuts
in services that it would make to school children.
Push joins those officials in insisting upon built in
public accountability within the structure and equitable
representation of blacks and browns and other minorigies
on the structure or authority itself. We seriously
question the imposition of a chancellor for the
school system, but if the 1arg;r...rodel of New York
is any guide, the Deputy Director of Big Mac; you'll - —
remember, took over the position of chancellor in
the City of New York. Fsr us this is nothing short of
tyranny. We therefore call upon you to reject all
punitive measures designed to make Chicago's citizens
and their children pay through the nose. Rather we
urge this Body to conduct a very thorough investigationq
of all of the transactions and events that have taken
place and to forthwith assess the results of those
events caused by action, engineered by past and
present Board Members. Not all of them, to be sure,
but certainly the current President and Vice President
should be subject to scrutinization over their roles,
and so also should the past superintendent, Superintendent
'Hanan'. Another matter deserving much scrutiny
concerns the failure of the Cook County Assessor's
Office to collect taxes due to Cook County. Particularzly

the corporate personal property tax. This past

year, a report of the Civic Federation discloses that
some 239,006,000 in taxes has gone uncollected. And
over the past decade at least 1.3 billion dollars has
remained uncollected. Let me repeat that. And over

the past decade, at least 1.3 billion dollars in

taxes have remained uncollected. This represents
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negligence of the highest order. Nor should we ignore
the Board's present 'lease' rental arrangements with
$ccupan£s)in many instances of prime loot properties
and othef properties in the City of Chicago. The fact
for example, that the Bo;rd recently sold a prime piec
of loot property to First Federal Savings and Loan for
half of its market value...needs to be scrutinized.

Or that some loot...lease rentals are as low as $25,00
fdr establishments as large as Carson, Pirie, and Scot
Or for example that one firm holds management of 3
Board properties, none of which have rentals of more
than $43,000. We want to thank you for this
opportunity. We.urge you to think children, but to
think all children in the public schools, to think all
citizens in the Cify of Chicago. For if we confine
the City of Chicago to nothing, the State of Illinois
will be threatened also. Thank you very much."”
Pierce: "Thank you. Our last witness before...unless
Mrs. Rohter returns is also an opponent, Dr. John R.
Porter, Pastor Christ United Methodist Church and
Spokeman for the Black Education Coalition. Dr. Porte
My, President, Members of this fine State House,
it is a privilegé to address you and I would like to
call your attention to the fact that the State of
Illinois and the County of Cook has many citizens 1like
yourselves who are willing to pay any price and

make any sacrifice to make our state and our cities

what they ought to be. I have with me as the chosen. |

one of the spokesman...spokespersons...a buslcad of

folk in your gallery who have gone without food

since this. morning. And I think...I don't know how yaqu
do this...these folks are hungry, and they are anxioug
to eat. I simply want to give them a round of applaug

for not only being good citizens, but for staying

so long. We, the Representatives of organization,

ok ror —and—-reflect the

3 .
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broadest spectrum of black community life presents
the case and the cause of our grievances to the
Executive and Legislative Body of the State of
Illinois and to the public in general. The occasion
of our grievances, our outrage, our moral and righteous
indignations is one of immense and farreaching proportions,
where inas much as the Governor of our state has
engaged on negotiation and has arrived at an apparent‘
solution of the crisis of the public schools in the
City of Chicago outside of the usual and Democratic
limits of due process which are provided by the’
Constitution.of the State of Illinois and by the
"Constitution of the“U;ith‘Ségééé of America as well. |
We do proclaim that all executive and legislative
procedures on what we determine as the Springfiéld
plan for the Chicago public school system are illegal
and should be held in obeyance until due, fair and
just processes are re-established.. We strongly urge
all elected Legislators to refrain from participation
in all measures which are currently in process to
push this plan for financial remedy for Chicago's
public schools. We strongly beseech all elected
Legislators to cease and desist in all conference and
deliberations to hastely approve and pass into law
such Bills which have obviously circumvented and
bypassed normal and Democratic procedures. We strongly
entreat upon the legal and moral comsciousness of
21l elected Legislators for full and open submission
of all Bills and all proposals to the ﬁropernchannéls

Committee study and appraisal in both the State Senate

and the State House of Representatives, whereby the
voting communities which are most affected by such
precipitous action can lend decent, consent, and

recommendations in terms with the final outcome.

. |
To do otherwise, my friends, is tastamount too T
|
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dicatorial conspiracy on the part of tge governing
Body of both the state and the City of Chicago.
Specifically, we address our grievances and our outragg
to the Springfield plan for Chicago public schools
from the premise of the following measures which have
been forced upon us without adequate time for black
elected officials to study and act upon them.

Number one, we opposed the composition and $em powering
of an Oversight Committee. For such a Committee
becomes superordinate to and superimposed over
egisting structures of schools and school codeé,

.fdrtherdiminishing correct and smooth operations by

-the very definition and nature of s;ch a s;perstructure.
The financial mess of the current Chicago's school
budget and fiscal arrangements is further compounded
by the call for and hasty legigggizations of an
Oversight Committee. It is-our firm belief and

our recommendation that the governing bodies of both

the State of Illinois and the City of Chicago..."

Speaker Pierce: '"Let's give the Gentleman some attention now.
Proceed keverend."

Porter: "...Can take the time to follow due processes and comg
up with a satisfactory arrangement that does not
smack a political collusion with Wall Street and other
high financiers. For perhaps both political and
financial gains that may be more visible as time goes
by for everyone involved, Governor, Mayor, Legislators
bankers. It would have been even more feasable to
solve the current and the future problems of

Chicago public schools to procedures ‘that would

,includeAtHASe Legislators and those Citizens‘yger
our leadership who pay the taxes for governmental
services and who are most affected. The crisis did
not develop overnight. It should not be rushed to

solutions overnight. Number 2, we oppose the fact that

P I S : Jyefrrnt <13 . P
smereys—witt—pe—ratse—whtclr wItl cause CaxatTumr wIithoowt

GENERAL ASSEMBLY
L ETATERE e

1-10-80




47.
fair representation. Incorporated in this grievance
is the fact that.both.the GovernorAand the Mayor
appear strangely content to permit these funds to be
raised. Hurriedly and state of panic on the one
hand, and to be turned over to the same authorities
who are responsible for gruff fiscal mismanagement
on the other hand, and without the same manifestations
of panic. For indeed, if taxpayers have to be taxed if
order to generate the necessary revenue to repay loans)
they should be consulted and be ﬁemocratically involved.
in the processes for such taxation. Veer the
Legislators and possibly veer the right referendums
to the voters. Number 3, we are opposed to any
méasure which wililcause cuts in teachers and other
staff Hersonnel of Chicago schools vis-a-vis, thgs&,.‘
hasty measures to not only resolve the financial
dilemma of the moment, but to apparently satisfy some
already prepafed tip on the back burner plans to
either eliminate our general personnel and services
in Chicago public schools under the smoke screen of
this crisis. In other words, no direct services to
children of Chicago public schools should be curtailed
or eliminated until all financial and educational
factors have been carefully examined. Equally, no
further curtai;ment of personnel should come about until
all federal, state, and local laws and codes have been
examined and are iegaﬂy' executed. All state officials|,
the Governor, Legislature should call for a full
investigation of Chicago's compliance to federal
laws and guidelines which would provide more access

to funds for Chicago schools. Inasmuch as over 607% of

the Chicagé-sdmol's population are blackrchildren.n

It was at one time conceivable and now clearly obvious
that little emphasis is made on still existing patterns
and programs of racial segregation and racial discriminption

in the city. Number 4, we called for full investigatioh
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of mismanagement of funds by the Chicago Board, but
additionally, an@ in spite of the fact that such
investigation has already been called for, wé cast this
request in the rim of reality that causes us to

demand that at least 3/5ths, that is 607 of investigatd
be selected from the black community. This reqﬁest

is made in order to guarantee that full disclosure of
management is made and at the interest of the majority

of the Chicago school's population is represented
and preserved; The results of this investigation

shall then be made public. Number 5, we ask the
Governor and the State Legislators to demand full
public hearings on the Chicago school's financial
;risis iﬁvoiving both—ghe City.og Chicag; ;égi;i;;;:;v
and the State of Illinois Legislators. .In open,
confrontation with those officials, ﬁhose employees mos
involved in the crisis which has brought everyone to t}
prink of disaster and to such high levels of stress.
Arrangements for these hearings can be worked out by
both Legislative Bodies and then be made public known
as to time and place. And finally, it must be made
abundantly clear that mobilization around this issue
shall continue in black communities of Chicago until
our grievances are heard, dealt with, and our outrageo
rage. Blatﬁ children will suffer even more as a resulj
of what is taking place at this time. Black

economic light, black social and phsycological
stability is further impingedvupon and further emanate
by what is being done at this moment. Enough damage
has already occurred and thus, if insensitive and self-
serving politicians opt to further concern black
_children _to the obscure side of history. It is
mandatory on our part that we guarantee their
places in the next century and ultimately their own
places in the sun. Toward these ends, we live and wor}

We will take the case and the cause of our legitimate
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.mot a Dr, but Mrs. Catheripe.Rph:qpn‘_Let's<havg some
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grievances to the highest levels of review and justice
in the country and in this world, for a world without
fairness and justice for all is a world that endangers
whatever fairness and justice in accords to a-
chosen few. Thus, as offibers and leaders of the
Black Education Coalition, we ask the Legislators for
full consideration of measures that beseech and
delineate these and all other privileges of liberty.
Respectfully submitted by officers, leaders, members
of the Black Education Coalition. I should like to
read a partial list of those whom I speak for: Chicagd
Urban League, Chicago N.A.A.C.P., Operation Push,
;Kiﬁwood;Oakland Coﬁmunity Oréanization;; Bi;ck
Administrator of Chicago schools, Black Educative
Association, Black Business Associétion, Midwest
Community Organization, Grand Boulevard Civic
Organization, Westside Service League, 'Catanavolon'
Community Organization, Parkmana Neighbors, Southend
Community Association, Englewood Community Association,
Black Women's Auxilary, Palmer Foundation, Second
Ward Concerned Citizens, Third Ward Conca2rn2d Citi:zeas,
Association African Historians, ...to the Powers of
Education, Black Teachers Action League, Chicago
Assembly for Political Education, 24th Wards Concerned
Citizens, ...Southwest Community Improvemeat Association,
West Chathan League of Parents,..., and the many other
organizations. Thank you."

Pierce: '"Thank you very much, Dr. Our final witness ifs

a proponent who is to testify in the Senate for the

President of the Chicago...Board of Education, Dr...

attention. The attention began to drift away lately.
I know it's been a long day. Will you break it up in
the aisles and give President Rohter your attention.

Mrs. Catherine Rohter."

" . s a o~ 1 g 3 q
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House, excuse me. I thought that everywhere today
was the Senate, I'd been there so long. I am pleased .
to have the opportunity to appear before fou today.
I know that you've heard the provisions of the Bills,
the other parts of the package that were put together
in the mansion over the weekend...”

Speaker Pierce: "We can't hear...so we'll clear the aisles,
stop the conversation, and the electrician will give
ﬂrs. Rohter a little more power there."”

Rohter: "I know that you are anxious to hear what the Chicago
Board of Education is going to do for itself. You've

heard what the other Members...what the other part1es

to the agreement mate...in the Governor s mansion are

going to do. We, ofuggprgfg w;l}wyg”wgfgéng with

the Coﬁtrol Board cooperatively, and in a spirit of
cooperation, will reach the cuts that are necessary
for us to continue with an educational program in Chicggo.
It isn't a question of what programs any more. It is
the question of will there be’a program. We need immediate
relief which is Wwhy this emergency legislation is be-
fore you. The $140,000,000 that was put together
will be expended by tomorrow if indeed we are able to
get the last 25,000,000. That is in jeopardy right
now, not because there;s any reneging on the:agree-
ment, but because thecommﬂxmént hasn't been turned info
cash. We are in that kind of straicht. The cuts that
we will be considering are going to be painful. Théy
are going to be serious. It is going to be very diffidult
for the people that will recommend them to us. We are
going to make them. On Sunday afternoon I asked the

ﬁ:Board Members to reCOOnlze that we will be’ looklng for

$60 000 000 in cuts for thls school year ending in
August. For fiscal '81, it will be necessary for us
to reduce another $106,000,000 in order to operate

within revenue. It is going to be a different kind of

r‘u?’fina than has gual h1¥paﬁaﬂ bafor in—thé f‘h'x'(-ngr\
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public school system. Heretofore during my 9 years
on the Board, there ﬂas been cuts chérted out, but alwgys
at the end of the year there were more employees than
when we started and the budget was higher. I pledge
to you that the cuts this year will not be that kind
of cut but they will be hard money cuts. We are operatling
at a tremendous deficit. You know that. I want to
point out to you that we will be looking for other
kinds of help.that will not be monetary. We will be
looking for help in asking you to review the.mandated
programs which are not fully funded, which are terribly
expensive, and which the children of the City of Chicagpo
must have in order to reach their potential. T specifilcally
speak to the special education program, one of the_costliest
programs that we must deliver. éhose children are leasft
able to defend themselves. We need to have a better
cash flow in the fiscal '80 budget.-.:There is a pro-
vision for a debt retirement of $72,000,000 and that
is because of the cash flow problems that we have.
The superintendent, the interim superintendent has been
directed to make these cuts. I think the superintendent
has the courage, and if you will, guts, to do it. This
will be coming to the Board just as soom as I come back
from here. We will affect the majority of thoee cuts
on the first day of the new semester, January 28. 1
have been asked today in the Senate, 'Has there been
any cutting since your financial crisis came to light?’

And the answer to that question is yes. Absolutely no

purchases have been made, contracts that were agreed

to and not signed, and no services or materials received,
jhaveﬁéen.Léégiﬂﬁﬁd\few¢'ﬁillvbe looking at the kind Qf
progfam thaﬁ will be a béée line program; fﬂéf is Qhat
is required by code, what is necessary for accreditatio:

in order to reach state aid. How much does that cost?

When we have that figure, we will then see, either

other dollars, what are tho prioritd int £ theae
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priorities into.the base line program, and put those
to affect as the dollars became available. It may be
that the people of Illinois, City of Chicago, are going
to have to make choices. If they want particular
programs that are in place now that we can no longer
continue, then we will have to look at whether the peop
want to increase the costs of education and fund those
costs. I don't think that it is going to be easy. I
think it is going to. be difficult. There is going
to be hue and a cry. There will be no sacred cows,
and that is essentially where we are. I would ask you
to look at "the very light of public education in Chicag
_ .Without your help,. it will surely die.”™ .. . __ R
Speaker Pierce: '"Thank you, President Rohter. We have
cohpletéd our testimonies from opbonents and proponents

of the legislation, and now we approach the question

period., The Gentleman from Will, Mr. Leinenweber."
Leinenweber: "A question for Mr. D'Esposito. Mr. D'Esposito
I have a question for. D'Esposito."
Speaker Pierce: "Julian D'Esposito, Chief of Staff and Counsel
to the Governor. Is he here?"
Leinenweber: "Well, is there anyone else familiar with the
Bii1?"
Speaker Pierce: "Art Quern, right? Okay, he's coming. He's

out of breath from the second floor. Okay, the

Gentleman from Will, Mr. Leinenweber had a question

of you, Julian."
Leinenweber: 'Mr. D'Esposito, I have a question on House
Bill 1264 and page 19 is the provision that you did
not cover in your explanation of the Bill, Section 34-37
a nev paragraph which allows the abolition of the worki
cash funds:—And Section 34-38 which allows the recreat
of the working cash fund. For what purpose are these
2 provisions in the Bill?"

D'Esposito: "We have spent the last hour trying to get a...

ng

{ On

an explicit statement of this principle because we are
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aware of the concern of the House{"

Leinenweber: "I can give you the explicit statement of the
principle because the School Board comes down every
year and proposes the exact Bill, and every year
we have defeated it overwhelmingly. No we didn't.

As I understand it, and this was debated at length for
the Bill that we had this past year, this would allow
the abolition of the working cash fund...the transfer
of the monies-in that fund, which, as I understand,
the Chicago system involves bnnds;ﬁotalingﬂgf approi—
imately $150,000,000 plus whatever they raised for
their levy up to a nickel which presumable would be
another $5,000,000. And then there doesn't seem to

be any reason why the Board could not, by resolution,
turn right around after having abolished working

cash funds and recreate it. That's what...I don't
live in Chicago so it really doesn't make that much
difference to me I guess other than I am afraid of the
principle we are setting here that school boards in
my area will be coming down here saying Chicago can
have it, why can't we. And this would allow an annual
creation and abolition of working cash funds which
would involve certainly an annual new tax. The..."

D'Esposito: "The explanation that is given to us by the
people who inserted this in the Bill, being the School
Board and some of their advisors it that the...this
will permit the collapsing of the fund itself into
the education fund and will not impact the portions
of that particular statute which permits the issuance

of long term debts for working cash or the 5¢ tax levy.

Leinenweber: "Okay..."

D'Espositof “"That is théir‘explahation“'*" -

Leinenweber: "I can understand that...”

D'Esposito: "I may not...let me finish. T am not convinced

of that, and we have asked them to come from whence

2 13 3 1 2L
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because I am aware of the concern.of the House on this
point."

Leinenweber: “Well..."

D'Esposito: "And %f, in fact, this is anything other than
an ability to provide some accounting flexibility, it
will come out."

Leinenweber: "Well, it would appear to me just so that the Men
bers from Chicago who will have to face their constitud
it would appear to me what this would permit would be
the collapsing certainly of the working cash fund
which presumably means that the City of Chicago
would no longer need the working cashk fund. But then,
if that is thé case, tﬁen it doésn't seem t;-b; a;§“—
reason at all to permit a recreation of the working
cash fund. One of the schools have also..."

D'Esposito: "It has also been represented by the...by one
of the Representatives from the School Board, and he
has not cousulted with his clients, but it is conceival
that the recreation could be strickened."

Leinenweber: 'Okay, either that...put something like a 7 year)
I think that is what we exacted oa 'Triton' Collzge,

a 7 year period that they would have to wait before
they could recreate it. This would prevent that
accounting flexibility as you referred to it.

lAnyhow, that will be reanalyzed in the Senate. Is that

correct?"

D'Esposito: "Yes, this is one of the points that we have
risked."
Leinenweber: "Okay, I had another question. That would be on

page 27 lines 26... What is the reason for giving the
authority +he power to purchase real estate?"
D'Esposito; "fhe Section 201 are general powers typically
given to special districts."
n

Leinenweber: "I don't see...

D'Esposito: "One of which is typically the power to purchase

nts,

1
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Leinenweber: "Why would...”
D'Esposito: "I...dubious that they would exercise that."
Leinenweber: "Well, I am more concerned with what their

powers are., Would they .then be in a position to go
out and buy or build schools, buy land for schools?"

D'Esposito: "No."

Leinenweber: "Why wouldn't they if they are allowed to buy...'
D'Esposito: "They have no power to operate schools.™
Leinenweber: "Well, they certainly could buy the'real estate.

It seems to me that's a power that..."

D'Esposito: “They may buy real estate for its purpose...
for its purposes which is not to provide to schools.”

Leinenweber: "Well, it is necessary or convenient for
it purposes...that seems to me to be a power..."

D'Esposito: "This is not intended to create a building
authority for the Chicago school system."” -

Leinenweber: "Another question I had, which I think has been
I'm certain argued over in the Senate, that is elimination
of the conflicts of interest. Is there anyone in
mind that is going to be on this Board that would
have a conflict...specific person, or is this;..
What is the reason for that?"

D'Esposito: "I am not privy to who is intended to be appointed
to this Bo;rd by either of the appointers. The purposd
of this is to...other than Mr. Van Gofkum whom you havg
met,...who himself has indicated that he does not have
a conflict under this or the other..."

Leinenweber: "Well, what is the reason for eliminating...

D'Esposito: "The purpose of this is to provide more flexibiligy

than the Corrupt Practices Act currently does. The

Corrupt Prgctices Act grohibits the person from serving
if he has an interest. This would permit a person to
sbstain from voting and would not disqualify him from
office. This is a standard that is typically found
in other things. The Corrupt Practices Act happens

to be more severe."
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Leinenweber: '"Are you aware of any specific Acts that permits

the appointment of people to such a Board with the

powers that this Board has that has a similar provisiod

Is there any other provision in law?"”

D'Esposito: "I'm not aware in Illinois of any of any such

provision., A similar provision does exist in the New

York statute as I recall.”

Leinenweber: "Alright, now I'm not sure I'm clear on these.

The power tg igsue bonds...they may issue an amount not

to exceed $500,000,000. 1Is that correct?"

D'Esposito: "Yes."

Leinenweber: "Now ‘is it contemplated that as these bonds are

paid off, that the Board will continue to issue new

bonds so that it would be $500,000,000?"

D'Esposito: "No."

Leinenweber: "Is it within the power of the Board to continue

to issue new bonds as they are paid off?"

D'Esposito: "No."

Leinenweber: "Where is that in the Bill? I..."

D'Esposito: "Its absence negatives that.”

Leinenweber: "It sounds...well, in other words, they do not

have the authority to issue no more than 500,000,000

and once they have reached that, then they may issue =nd

more."

D'Esposito: "Other than refunding."

Leinenweber: "I'm not completely familiar with the bonds.

What exactly is refunding?"

D'Esposito: "I'1ll let Mr. Schwartz do dome talking."

Schwartz: "The easiest way to explain it I think is to give

an example. I1f, for instance, they sell the $500,000,0

this year :and the.market interest rates are relatively
high say-tﬁey Thave td pay 8 or 9%, in 4 or 5 years

from now, if interest rates drop down to a more
traditional historical level, they may be able to

sell bonds at 5 or 6%, they would then pay off all the.

00

They would call all the existing bonds, pay them off,
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and have a $500,000,000 bond:issuance at lower interegt
rate...saving money."

Leinenweber: "They could not...they could not buy more than
it would be necessary to pay off..."
Schwartz: "No, they could not. They could only..."

Leinenweber: "Would that possibly...well, okay. For my

information, it is not in here, but it refers to anothégr

Act, the maximum rate of interest on the bonds to

be issued is apparently governed by another Act, an
Act to authorize public corporations to issue bonds
and other evidence of indebtedness. What is the
maximum rate under that Act, which apparently is here
by reference?"”

Schwartz: "I think we just did that last fall when we were

restructuring a variety of borrowing mechanisms with
the abolition of the personal property replacement
tax, and I think the most recent change is the
higher of 9% or 70% of the prime rate of the

largest commercial bank in Illinois.”

Leinenweber: "Alright, on page 42, the authority is authorized
to issue renewal notes. What exactly is that?"

Schwartz: "What page is that again?”

Leinenweber: “Page 42, line 34 and 35 of...first 2 words on
43."

Schwartz: "In case the interest rates are so high that they
deem it unfeasible to have a long term borrowing to
start with, they can issue bond anticipation notes
under paragraph C. 1In fact this whole Section 34A-~506
deals with bond anticipation notes. As the bond
anticipation notes come do it, they still think that
they are doing better to have a very short term note
until they_ finally make Fheir long term notes, they
can renew the bond anticipation notes again for a
short term."

Leinenweber: "In other words, they can roll over the anticipa-

tion, but they can't roll the bonds. Is that correct?"]
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Schwartz: "It is the bond anticipation notes that they-:are
rolling over because they don't think that it is...
that is it...it .makes good .economic sense to...

the only option of..."

Leinenweber: '"That is the only obligation that could be rolled
over."

Scwartz: "That is correct.”

Leinenweber: "“Thank you."

Speaker Pierce: '"The Gentleman from Cook, Mr. Huff."

Huff: "Thank you, Mr. Speaker. I have a question I think would
be more appropriately addressed to Mr. Van Gorkum if
he is here."

Speaker Pierce: "Mr. Van Gorkum."

Huff: -"féé." V B o -

Speaker TPievce: fHe's in my seat. Alright, the Gentleman from
Cook, Representative Huff has some questions
of Mr. Van Gorkum."

Van Gorkum: "Yes, Sir."

Huff: “Mr. Van Gorkum, im-some of your initial remarks you made
reférence to why’you could not allow the schools to
close in that it would have a disacterous financial
affect on the school as well as the city. Being a busi-
nessman yourself, would the...that affect be precipitated
by the fact that municipalities like emﬁloyers now
pay into the trust fund, and that if the schools
had closed, that would have set in motion some 50,000
employees drawing unemployment checks. Would
the Ci?y of Chicago or the Board of Education be

responsible for the benefit wages paid there, too?"

Van Gorkum: "I'm not sure I understand exactly .what the

question is. I'm not sure I understand exactly

what the question is.”

Huff: "Well, we are talking about unemployment insurance, Mr.

Van Gorkum,...'

Van Gorkum: "I see.”

Huff: "And I am trying to find out what would have been the
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Huff:

Huff:

Huff:

Van Gorkum: "If the schools were closed?™

Van Gorkum: "1 understand that the school system is self

Van Gorkum: "About $7,000,000 a.week I think. Where's Kay

Van Gorkum: "No, that's right, because our computations do not

Huff: "Well, I think that ighfféuréd more accurately with

59.
fiscal impact had the schools closed and who would have
paid the un...the benefit charges paid to those

employers...employees then seeking unemployment

insurance?”

"Yes, Sir."

insured as far as unemployment ig concerned, and there-]
fore the school System itself would have to Pay the un-
employment benefits to the employees, Alright?"
"Okay, so that would amounted to roughly... Do you

know what that amount would have been?"

Rohter? See if you can get Kay out here. Will you?

I was very surprised to find that‘they were sélf

insured, and I...s0 the figure sticks in my :mind .
that 1t is aobut $7,000,000 a week of unemployment
if the teachers are not employed.

"Well the reason I'n bringing this up is because I
have not heard that computed. And the...that obligation
that you...or the debt servicing that you are
anticipating wirh regards to the...just the operation

part of the procedure, "

assume the schqols will be closed, and so we haven't
bput that into our computation. But we have assumed
they'd be opened, and of course, the weekly payroll

is about, over $20,000,000, $0 it is much more than the
$7,000,000 of unemployment that would be payable

if the schools were closed, so we've used the larger

figure to come up with our forcast."

the...around the $100,000,000 a year. If that...if that
had came about...but...slightly Put it back to see
that the oversight has made an oversight on that. But

if...to deal more specifically with where you are now,
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what would be the Committee of the Authority's
estimate of what this...this cost would be during
the cuts that will come after this legislation is
enacted?"”

Van Gorkum: "The costs of what? The costs of the unemployz=ent

)

Huff: "Yes, Sir."

Van Gorkum: "Now the cost of un... If the schools were to
cl§se, the cost of the unemployment would be $7,000,00(
a week. In the course of one year, that would be
$350,000,000."

Huff: "Alright, then my next question would be, which I haven'jt
heard again, what would be...what provision are
you makiﬁéAgé coéer that expendituré?"

_Van Gorkum: "Well, we are not making anyhbecause we are making . .
provision for a much larger expense. Namely the
expense of keeping the schools open. It costs
over $20,000,000 a week in payrolls to keep the schools open
as contrasted to $7’000’000. a week if they are closed.
Actually of course, that comparison is not completely
valid because if the schools close, a lot of other
bad things happen. First of all the schools start
losing their rights to the state aid for every day that
they go beyond a certain day that they are closed. 1In
other words they have to be opened a certain number
of days in order to get their full sch...state aid.
Secondly, you'll get a whole flood of suits from
teachers and other people who claim that they have
been locked out, to use the common phrase, and
therefore they are entitled to get their money and so

forth. Closing the schools would bring a whole host

TIrom e .

o . | . .6f‘pf5biﬁms. But in our financial forecast, we

have assumed the schools would be open, and therefore
we have assumed a much larger cost than we would

incur if the schools were closed."”

Huff: "I understand that, Sir, but given that the schools will

o] PSP, 4 | 3. 3
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so far, there seems to be a reasonable exﬁectation that
your own Committee will be 1ooking~forward to
budget cuts in personnel...on personnel and the
budget overall as to some of the personnel that will
be let go. That would then make my question relevant
to this phase of the operation whereas I was speaking
hypothetically before.”
Van Gorkum: "I see what you're saying. In other words;
if we were to lay off a certain number of teachers,
we would have to pay them unemployment insurance.”
Huff: "That is right."
Van Gorkum: "That is correct, and that will have to be covered
whenAwe say there has to be $60,000,000..:$603Q99,0p0“_
cut out of the budget, that wi%l have to be a net
figure, and it Will be reduced by whatever the unemployp
ment insurance is. And that's in turn, you'll have to
cut salaries exceeding $60,000,000 in order to get
a net of 60 after you pay unemployment insurance to
those teachers who are entitled to get it. I understangd
that we only pay, we only have an obligation to pay
unemployment insurance for 26 weeks."
Huff: "I see. Thank you."

Speaker Pierce: "The Gentleman from DeKalb, Mr. Ebbessen."
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Ebbesen: "Thank you, Mr. Chairman. I would like to ask a
question or 2 of Mr. Perkins. Is he still here?"
Pierce: "Yes, he is here. John Perkins. Representative

.Ebbesen from DeKalb has not stated his question, but tHe

Gentleman from DeKalb, Representative Ebbesen, former
-..Mayor of the city of DeKalb."
Ebbesen: "Thank you, Mr. Chairman. Mr. Perkins, I would like
to say that my questions are really directed to reflect
a lot of light and very little heat, and I don't want
anything misunderstood, at the outset, but I'd like to
know as far as the outstanding bonded indebtedness thad
exists in tﬁe school district in Chicago, what it that

vigAtoal number now?"
Perkins: "Don't hold me to the exact figures, but I believe
it is in the area of 6 to 700,000,000. Is that right?

I believe that is about right."

Ebbesen: "Six to seven hundred million dollars? Well, in any
event..."
Perkins: "It's very...it's very large, and very widespread,

and very widely held throughout the country."
Ebbesen: "Alright, now I would like to ask are most of these
bonds held by lending institutions?"
Perkins: "A lot of them are held by banks. The major buyers
in the tax exempt market tend to be commercial banks,
stock insurance companies have a lot of them, and indiy
iduals are the third major category."
Ebbesen: "Maybe you don't have the answer to this question
at your command, but I'd like to know if it is
6 to 700,000,000, or whatever it is, what percentage

of those bonds are held by Chicago lending imstitutionsg

as opposed to other than Chicago?"

“perkins= "I really -can't answer that, and I wish I could,-be=

cause that question is frequently asked.”
Ebbesen: "Well,..."

Perkins: "The breakdown of what individual institutions hold

is not available. The banks for one reason or another
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may have had a lot of them at one point, fewer at anotHer
point. "Tax positions change, and ;here really is no way
of answering that."

Ebbesen: "Well, I'm from the 37th Legislative District from
DeKalb, as I have just pointed out to you, and there
is a kind of myth that is running through our district
that the lion's share of these bonds are held by downstate
lending institutions, and I would wonder if you say
there's no way to put a handle on this, and we're going
to be casting a vote here later tonight or probably
tomorrow sometime..."”

Perkins: "Rdight."

Ebbesen:

".:iOn some very i@goipaqt 1ggislatio§{~gndAI thiﬁ&_.,_m_v-
it is very very important for the record and for the
benefit of- the people who want to cast an intelligent-—-—---
vote. These outstanding bonds...where they are located|...

Is there some way that you can get an up an answer through
all the sophisticated operation that we have in the
lending institutions in this state by tomorrow?"

Perkins: "I really don't believe I can. We've searched widely
for that. I think you should realize that the banks in
Chicago hold very large amounts of either direct loans
or bonds of the various Chicago and Chicago area taxing
bodies. And these are very substantial amounts. How
it ds .dtvided up between t he different groups. Who
has the position at the moment in the Board of Ed or

not. That I'm afraid I can't answer."

Ebbesen: "Well,..."
Perkins: "Very sorry."
Ebbesen: "Well, as far as this myth is concerned that I have rp-

lated to, could you validate or deny that most of the
-—~bands arenheid«by-downstate lending institutions?”
Perkins: "My guess would be that that perhaps is a little
strong, that a lot of ¢heinstitutions may hold some,

but a lot of the Chicago institutions do. But I think

if you looked at it, they're dispersed all over the couktry.
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Ebbesen:

Perkins:

Ebbesen:

Perkins:

Perkins:

Perkins

Ebbesen

Perkins

Continental Bank?"

Ebbesen: "“Has your bank ever appeared on behalf of...maybe

Ebbesen: "Alright, I'1ll repeat my question. Has your bank

64.

"Now, another question, does the Eu... 1Is it the

"Continental Illinois Bank, yes Sir."

"Do you have...your bank...any leases involving
School Board property, or are there any trust accounts
that have leases?"

"] don't want to be categorical because there is
always something that turns up. As far as I know, we
do not. It may well be, though, that Qe may have some
accounts... Some...somebody for whom we are trustee
that does have some property lease from the Board.. To
my knowledge, we don't have any, but that...that's the [best

I can offer."
your own bank, or any of the trust accounts, before N
the Board of Appeals.supporting cutting of corporate
personal property taxes in the last 10 years?"”
"Cutting of corporate persomal property taxes...
Well, the only thing I can think of is that...the bank
itself filed a suit on the replacement tax which was
dore in a Qery croperative effort with the Govermnor
and others as a test case to get it on to the court

so we could move ahead with the tax.”

ever appeared on behalf of your own bank or trust accoynts
encouraging lowering of corporate personal property taxyes
on behalf of corporations? Yes or no.”
. YI don't mean to equivocate, but I really can't answér.
We may very well have...we may have very well had

some position in certain cases where this seemed the

- - - . -
-propef thing, particularly on trust accounts."

e - -

S SO N
. "On the other hand, I'd like to say we worked hard tg
help develop that replacement tax SO that we would get

the revenue we need."
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Ebbesen: "I am very aware of that, dnd that was a fine effort,
Another question is if we find, if we can find that the
Chicago banks hold few of the outstanding bonds,...

I would like to know at what approximate date that they
discontinued looking upon that with favor as a good
investment. And I don't expect you to answer that
tonight, but I certainly would think that this
information should be made available at thé#s General
Assembly before we start passing and voting hopefully
intelligently‘on some very important legislation
because I go back to October 23 of 1975 when we had

a similar situation. I forgqt the exact amount of
whether it was 75 or 80 million dollars thHat—the [ &

school district needed in the City of Chicago, and at

that partlcular time under a dlfferent administration,
we were faced with a very iow income...not income, but
bank balance here in the State of Illinois. The school
district came down looking for 75 or 80 million dollars.
And I asked a question at that time, and T have the...
I won't bother to go into this, but specifically, but
generally would relate ib to the corporate parsonal .
property tax. Now historically, historically, that
the County of Cook was always very good at collecting
real property taxes iike the other 101 counties, but
when it came to the corporate personal property

taxes, their aQerage is probably something 48, 49, 507
of colk@tions of what extended. Now...with you people
involvéd in this legislation and looking for a
solution to a problem with the Chicago schools, and it'ls
a state problem, I'11 admit that. T don't want to go

- into all the ramlflcatlons and- the overlappihg;~how56;4;¥

I asked a questlon at’ that time about what “the Board

of Education was doing in terms of looking into
delinquent corporate personal property taxes that averalge
something 150 million to 200 million dollars annually \

delinquent. You heard testimony previously. I forgot |
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what Gentleman expressed it, but it was maybe Operation

Push, Representative...whatever it.was, but in ten
years 1t is up 1% billion dollars. Now, have you
people, in putting this package together, looked into

the possibility ofgroﬁh@ out because those corporate

personal property taxes go into the general revenue

of the county and go back to the school district, looked
into the possibility of even collecting 10%, 10% of
those delinquent taxes? What are we doing sitting hers

I talking about all éf this? If you put that force to
work up north, perhaps we wouldn't even be here. But
to collect those corporate personal property taxes, 107

. . would mean millions and millions of dollars to the . | .
school district in the City of Chicago. Have you people
in your discussiohs gone into this?"

Perkins: "Recent discussions have been focusing on the financijal
package per sé, but this is certainly a very germane
issue, and in the futuré the replacement tax should take
care of that. Looking back, I would have to look into
the specifics of it to see what's there.”

Ebbesen: 'Well, just in closing, I appreciate your...your...
your answers, and I would encourage you, because it seens
to me that some of this legislation, and we're under o&th
here. There is testimony going on, and this more than
likely is going to end up in the court for some opinion
in the future as I understand it, but it seems to
me in just making a statement that when we talk about
the school system in the City of Chicago, and I'm a down
stater, and I'm not familiar as I should be with that

area there, but when we talk about the delinquent

o)

corporate pgrsonal property taxes coupled with all the
- - - ;:real‘estate;that~the scheol. district oﬁns,.and then you
compound that with the posibility of what appears to
me to be a little lower rate for taxation_as far as

their property taxes are concerned. It seems it would

appear to me that there are other answers to this. I
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would just like to encourage &ou in whatever capacity
you will be working and also this authoriéy if this
legislation does pass to put ithe pressure on the peoplg
who are responsibié for collecting those
delinquent corporate personal property taxes in the
County of Cook."
Perkins: "Mr. Ebbesen, that is the State's Attorney of Cook
County, and he's not here today."
Ebbesen: "I know he's not here, but we are going to have an
authority, and all you people that are up there in the
City of Chicago, it's your school system. You can...
you were down here facing south and putting the heat
on the entire state, all the taxpayers of this-state.- -} -
Why don't you put the heat on the people up there responsible
ifor collecting tﬂose takes, and we wouldn't be siétiné

here in Session right now."

Epoakiet Pierceri MAlrights thit's the end of the questions, Mr/]
Ebbessen, but in fairness to the School Board, they
do not collect their own taxes. The State's Attbrney
of Cook County, who is a Republicani Mr. 'Kerry'

Sues on thosz taxas and makes :the settleneats and” s6
on. The Centleman from Coles, Mr. Stuffle."

Stuffle: "Yes, Mr. Speaker, I would like to direct my
questions to Dr. Mandeville."

Speaker Pierce: "Dr. Mandeville..."

Stuffle: "Director Mandeville, a few questions about some of
the financial aspects of the overall program we've
has unveiled here today. Initially we were given, 1

think on both sides of the aisle, a memorandum indicating

that bond holders or no holders of you will, who had

holding$ on>§he issue involygq;with House Bill 19%0,

the interim funding the $225,000,000, would have a
call not only on 198! local tax receipts in Chicago,
but also would have a call on state aid in fiscal 81

as of October 1 of 1980. Is it still the case, I am

GENERAL ASSEMBLY

STATE-OF ILLINOIS . - .




68.
somewhat confused in reading 34B—Ip of the Bill, House
Bi1ll 1910, is it still the case that those people
will have a call on state aid as of October 1, 19802

Mandeville: '"Yes."

Stuffle: ™"If that is the case, what would present a situation
where the state might decide to again advance state
aid to the Chicago School District to the Board, if
you will. What would prevent the advance of state
aid, and then the bond holdgrs to come along to the
state and ask for their money. fhere would be 2 calls
on that money, wouldn't there?"

Mandeville: '"The offset provision currently exists 1in state

_ law, Chapter 15, 210-05. It is used by state

agencies to offset a payment otherwise due to a
vendor. That provision-as it exists in state-law  ~—-
now, and as envisioned in 1910 is idemtical. But the
offset could only be made of money was due and payable
to the school district ;f an education nature. It
could be either distributive aid from the general stateg
aid formula, o6r it could be categorical grant, or any
monies that was due to the Chicago School Board."

Stuffle: "So you are saying that...you're saying that the
state would be obligated not to advance a payment
to the local school district if the bond holder has
a call on that state aid."

Mandeville: "I think that's right. If the bond holder had
made a call on the state aid. What would happen, let'g
say there was an advance authorized by the Governor
of general state aid. That is the only advance

authority in the law."

Stuffle: "Let's say that was before October 1 and after July
- 17 If that advance ﬁeré_gade to the city by the st{te;

and the bond holder came in after October 1, then
wouldn't the money already be gone? You have 2 calls

on'.that money."

e

Mandeville: "Okay, the call is not usable unless there is a
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warrant, then payable, or suﬁsequently becomes

payable to the School Board or the City of Chicago."
Stuffle: "So you couldn't have 2 calls on the money."
Mandeville: "You could not have. If...if...but...let me
follow it up, because it may be a bit more complex.
If, for example, there was an advance of the November,
the normal distributive aid to the City of Chicago to
the School Board, and that advance was made in October,
the November advance in October. If that advande,
when processed, into a warraat by the Comptroller had
not yet been released by hi; and a call came, even
though it was an advance, they would just take down the
-value of the warrants, pay the note holders, and pay
the residue to the school board."

Stuffle: "So if the'advance had already been made, then the notke

holder is going to have to ask for his money on a’

subsequent month payment. December of January or what-
ever."
Mandeville: '"There could be a cuing line, but there is also

other state aid that goes categorical reimbursements
for 1980 and so on."

Stuffle: "Then that can't be advanced."

Handeville: "Well...and also the same offset provision applies
to those kind of aids."”

Stuffle: '"Okay, secondly, the issue came up about the
$500,000,000 allowable bond authority that is added
in the other Bill, 1264. Now, we put a float in, as
Representative Leinenweber indicated as to what
public corporations could...could...the interest
rate that they could use which was the function of
"the prim& and a percentage of tht. Now as I read the

- gili, and3é§11.undefs€ana-thé pfopoéal, 400,000,000

of that £500,000,009 wili be issued before the end of

this fiscal year."
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Stuffle:

Mandevil

Stuffle:

Mandeville: '"Well, I am not _sure. that I.ever.felt_there was __{ .. .

Stuffle:

.»ofJESQ;OOU%OBO in stéte-aid receipts above '81 which

70.

August 31."

“"Will the entire $500,000,000 is it intendéd that
it be issued before the Calendar year?"
le: "Probabl& will be 'because of the need to retire
an additional $96,000,000...then extending short term
debt in their next school year but still this
Calendar year."

“"Then in reality, there is no rate limit on any
of that issue:. The whole $500,000,000, there is
no rate limit because the Bill says that the rate
l1imit doesn't kick in until after December 31, 1980.
So you could issue the whole $500,000,000 at whatever

rate the authority saw fit."

a rate limitation on long term bonds in any case. I
believe that you're rate limitatiod appears to G.O.
bonds...G.0. notes. And I'm not sure they've ever
applied to long term -bonds, but~I may be wrong on
that point."

"I think that's a question too because of the
Public Corporaticn Act covers 2 lot of ﬁmtnmenm'as
you know, but we'll gooon. Some of us have a
vwworksheet that was apparently used to ccme up with
estimates of cash flow, receipts and expenditures by
the School District in Chicago for fiscal '80, '81',
and '82. In that worksheet there is an estimated
amount of state aid going to the Chicago District of
an increase amount in f.y. '8l, the coming fiscal year
of $22,000,000 in state aid above this year, and then
in the subsgguent year, f.y. '82, there is an increase
would be an increase of $72,000,000 over the

current year. Now my question to you is this, how

did you arrive at those figures, as to those estimates?

Were they predicated on a) the current school aid forum

3 X3 £. Lo 1 o
what—it 14 cenerater—of—were—they—predicated—on

10-8,
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some assumption we would change the formula giving
possibly a greater percentage of ghe whole pie to the
Chicago Districté"

Mandeville: "The latter case is not true. That is not the
case, the latter situation. The 470 is a simple assunption
that about 5% increase would go to Chicago in fiscal
year '81. That has been approximatély the level of their
increase in the last couple of years. In fiscal
year '82, it is assumed that in fact you would change

b the state law.to glve Chicago less than what will be
the case if you do not change it."

Stuffle: "Explain that last statement, would you please?"

...]| Mandeville: _"The last statement..gets rather complex-and - ——dmem o]
Doug Kane seems to know what I am talking about. It
has to do with the Cbrporéte‘Péréénal Pr052r£§ Tax R
Replacement and the calculation of state aid under
the school aid formula when the equalized assessed
valuation drops as a result of dropping the corporate
Personal Property Tax assessment amount."

Stuffle: "Okay, we understand that function. We are talking
about an offset by way of what they are going to
receive. Okay. Explain to me, if you would, the
function of bond anticipation notes which are...
provided for in 1264."

¥andeville: "The function of any bond anticipation note is
to have the ability to bridge a rather small time gap
in the event that it takes a while for the bonds to

be...to be issued. For example, when we issued bonds

for the State of Illinois, we don't use this device
by the way. I want to make that clear, but when we issued

- bonds on Tuesday of this week, the 8th of January, we -

B | A “ .77 'will not receive the éésh-until around "February 1.~ "
There is typically a 3 week closing period before the
cash comes in. It may be necessary depending on the

timing of the long term issue and the repeat of the

actual cash to issue a bond anticipation note to
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bridge that small time period until the bonds are
issued and the cash received. To my...in oy .
understanding, there is no other intention of bond
anticipation notes beyond that point.”

Stuffle: "Okay, one last question, and I'll ask it of you, Dr

Mandeville, because I am sure you can answer it as well

as anyone. There are legislative findings built

into this Bill, 1264, and implied in 1910. Was there
ever any discussion in the meetings with the Governmor
and various people as to placing in this Bill
legislative finding and direction to the School Board

or the authority that they ought to begin by selling

off properties that they own that are non-school
on nature so as soon as the leases become due?”

"f{...I'm not sure. I was in some discussions "

Mandeville:
during the weekend when the question of the assets of
‘the School Board were discussed. As to mortgages, as
to selling property and'so on... I am not...I don't
recall any particular serious discussion of that as
a solution to the long term problem that would have
been built into this Bill, if that was your question."
Stuffle: "Last question, was there any consideration given
to providing for...given the magnetude of this
problem and the authority that is created in the
grave nature of the whole situation, providing for
something along the lines of Senate confirmation of
the Members of the authority?"
Mandeville: "1 was not involved in that particular section,

so I do not know."

Stuffle: "Okay, thank you."

Speaker Schneider: _'"Representative Hoffman." .
foffmani " Thank®§outvery much; MILTChaitman. . I have - a few

questions for Mr. D'Esposito.”
Speaker Schneider: "Julian."
Hoffman: "Looking at...here I am. Over here... Looking at

page 17 of the Bill on lines 29-33 and then on to the
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D'Esposito: "I am not sufficiently familiar with the nature

_D'Esposito: "These are funds to be-created on existing obli=

D'Esposito: "Yes, this relates -to the existing debt of the

D'Esposito: ~"No. There are 2 or 3, I think there were 2 or 3

73.
top of the next page. How many sepgrate funds do you. |
did you have in mind establishing Qith-this language?”
If you read the language, it says that sep arate and
segregated from all other funds in account of the
Board for each issue of outstanding obligation of the
Board for the payment for which a separate tax has
been or is levied. How many sepéiate funds then
are you establishing under this particular Section of

the language?"

of the existing obligations to answer that. It is

multiple though.”

"Are these new requirements for funds other than

just the funds related to the authority?"

gations of the School Board for debt service that.
is issued and outstanding. The basic problem has been
that the School Board has not had co-mingled finds.:.
They have not made deposits in escrows which should have =&
been set up."

"Then you are in fact addressing an issue that is
not directly related to the tax levies related to the

authority. 1Is that correct? In other words you..."

School Bodrd."
"So at least as of this time, you don't know how many

serarate funds that it is going to affect.”

maybe 2 short term. There was a short term obligation
created this last week with the state aid. I don't

know the number of long term issues that are outdated.

‘Ihaﬁ,informatianliswiﬁhénpofficial statement. which ..~

I do not have.with me, but it is multiple. We are
trying to find somebody from the Board.”

"Fine, thank you very much. I'd be interested in tha

'

Next question is on page 28...'
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Speaker

Hoffman:

D'Esposito: "I think.the answer to that is that it is when .

Hoffman:

Hoffman:

D'Esposito: "In an absence of A-M would lead at least to

Hof fman:

* e sy = e b o i

D Esp051to' "You know it'sa matter...Mr. Schwartz recites

74,

Pierce: "Just one second. Could we give the Membership
attention once again. I realize we're gbing to be
here awhile. We've been here a long time... Please
give the questioner and the witness a chance to engage
in the discussion.”

"On page 28, lines 31-33, you have included what
amounts to an elastic clause. Why did you find it

necessary to do this?"

one creates a Body he wants to give it all the powers®
that are necessary for its basic purpose."”

"Would it not have been sufficient to have eliminated]
all ‘the previous Sections and just have that ome — = |7 "7
Section.”

Judge 'Dillan's' Rule which says that need specificity
that that end by itself is not sufficient. You must
be specific."”

"But "

the implication you had very sevricus difficulties
about recreating them or legal questions with
respect to each of them as to whether each of them
was necessary or convenient."”

"Thank you very much. On page 48 it talks about the
abolition of the authority being abolished after a year
after the notes have been paid and discharged. Is
there anything in this Bill which indicates the abolitipn

of the authority's...authority, I hate to use a double

word, but the authority of this newly created entity

to” requ1re f1nanc1al‘plans and budgets from “the Boa

D'ESprlto: '"Thls Blll in its present form does not concamolat{-

any automatic abolition of the powers of the Control
|
Board whether they be financing powers or control :
|

powers. The financing powers, as a matter of law,

would hace to continue-the—debt i P ror It

GENERAL ASSEMBLY

STA‘I‘I Ol’ ILLINOIs -




75..
would have to continue until the debts are paid.
Although ths, statute does not say éo, it is
possible in my opinion for this General Assembly
to abolish the control fﬁnctions unless there is
a specific covenant in. the bonds, the $500,000,000
bonds which say that you will not do that. The
legislation does not say that, and it is possible
that we would want to put into this particular Bill
a specific provision that says that nothing herein
shall prohibit the General Assembly from abolishing
the control function, but requiring you to preserve
the financing functions until the bonds are..."”

Hoffman:~ "But there is nothing in this Bill related to that™ T

issue..."

D’ﬁsposito: "Tﬁat is correct. It would be preferablé to sa;
that if that is the ultimate policy, that this -
Assembly decides on termination. There were obviously
other things. You could have an automatic termination.
You could have a sunset provision or whatever."

Hoffman: "On the basis of you answer then, Mr. Chairman, I
would like to ask Mr. Van Gorkum to take the microphone
please."

Speaker Pierce: "Mr. Van Gorkum, are you mnearby? There you
are. Is that alright for Mr. D'Esposito? Mr.

Van Corkum."

Hoffman: “Thank you very much. I am right over here. In
regard to the last response made by the previous speaker,
and in light of your comment to our caucus this
afternoon in terms of the idea that the authority of
the Board, the Oversight Board, would be terminated after

.- 2 years of a balanced budget or 3,yéars‘df'a7b§faﬁgga -k

-budget afid then if the balanced budget became unbalancef,
they could reinstate that. How does that comment
relate to what was just stated by Mr. D'Esposito?"

Van Gorkum: 'Wait till I check. The answer is what I told

N

you this afternoon was in the. draft that I had read
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Hoffman:

Speaker

Schraeder: "Thank you, Mr. Chairman. I'd like to question

Speaker

Schraeder: "Thank you. A couple of questions, and I think

Rohter: '"Nine years."

Schraeder: "Nine years and now you are the new president."

Rohter: "Yes, Sir."

Schraeder: "The present make-up of the Board, are those old
Members, or are they basically new Members?"

Rohter: "The most recent appointee took his seat about a moath

Schraeder: MAlright. - Now it appears with that kind of

Rohter:

écﬂraéder:

Rohter:

Schraeder: "Then did I hear you correctly say that between’

76.
and they took it out between the time I had talked to
you and I mean since the last draft, that has been takd
out. So the only termination now is the one that
runs beyond the..;you.know, after the bonds are paid."”
"Fine. .Thank you very much. That's all my questiong
Mr. Chairman."

Schneider: "Thank you. Representative Schraeder.”

the new President of the School Board if I may.”
Schneider: "Mrs. Rohter. Where is she at? Just one
second, Fred. She's...here she is.  To your

right, Schraeder in the blue."

robably you're ‘the better one to answer me because
p .

as I understand it correctly you have served on the

Chicago Board for some time."

ago, and the others range from 15 years of service to

2 years."

longevity on the Chicago Board, that someone was not
fulfilling their obligation, and I want to aim at that
particular facet of this legislation. What is your
annual budget at the present time?"

"I am having difficulty hearing you, but I think you

T;Yé‘s. W T :

"One billion, 300 million dollars.”

now and the end of the fiscal year, yow are going to

+ 36000000021
hg ¥ 3 -
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Rohter: "That is the goal that we have set for ourselves for
this fiscal year, and another 106,000,000 for fiscal
'g1."

Schraeder: '"You got my next question. If that is true, then
I should ask one more question. You have, I understand
some 600 to 700 million dollars in outstanding bonds.

Is this a continuing figure, or is that a new figure?

v In other words, is 600 or 700 then in .affect. for
3 or 4 "yeang:f, or is _it just in’ the last six T : -
months of what?" T

Rohter: "I think I would be better to refer that question
to one of the finance people that are here who have

e cem—._:-gome .over:every figure for.us." . - e T I e S

Speaker Schneider: "Who do you have for that, Mrs. Rohter?"
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Speaker Schneider: "Fred, while we hold on that, would you
mind asking another question. Well, then...and list the
terms. We'll deal with it."

Schraeder: "I understand, from the news media and from conver-
sation I've had since I've been to Springfield these
past few days, that there were allocations made...that
there illegal transfef of funds from one funding account
to another. Is that substantially correct?"

Rohter: "Thgre were transfers of funds from restrictéd monies

for operating costs."

Schraeder: "To other funds, in other words?"
Rohter: '"Yes, Sir."
______ ,SFhFaeé?Ei"“"I also understand that sometime back this informa-

tion was brought to the attention of the Members of the

i e s> . Board; who advised the-administrationTto stopTand--ceamei——=l=
all illegal transfers. 1Is that correct?”

Rohter: '"No, Sir. That is incorrect. The matter was brought
to the attention of the Members of the Finance Committee
and was not transmitted to the other Members of the
Board."

Schraeder: '"Did the administration continue to transfer, in an
illegal manner, funds from those categorized accounts?”

Rohter: "To my best knowledge, the answer is 'yes'."

Schraeder: '"Would it seem that then the Finance Committee did
not fulfill their obligation to the City of Chicago and
the citizens of the City of Chicago?"

Rohter: "I would have preferred that the Finance Committee

advise the rest of the Board, so that we could have

taken action, but we were not apprised of that irregular-

"

ity.

‘Schraeder: "May I ask now, the Members of that Finance Committee,

ﬁ;-__f:frif <" “atel.they” Gurrently éerving as“Membe¥s of th&*Board?" ~7

Rohter: "Yes."
Schraeder: "Has there been any attempt to seek their resig-

nation?"
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Rohter: "There had been callé for‘tesigﬁééioﬁ: ~o0f all the Board
...some of the Board at various times."

Schraeder: "Has there been calls in recent days since this
illegal transfer has become common knowledge? And, if
so, what has been the viewpoint of those asked to be...
to resign?”

Rohter: '"Well, there have been no resignations, except for the
President on November 30th, and the request for recog-
nition is intermittent and repeated.”

Schraeder: '"Would yod Euggest fhat perhaps we need én elecﬁive
system of Board Members rather than appointed by the

Mayor of the City of Chicago?"

Rohter: _fihere was a referendum on that matter in 1971, and it

failed, and I have no problem with the voters beiﬂg
i Ml . . offered that choice again.™ . I . cr e

Schraeder: "I understand that you are now being faced with
court action by the Department of HEW of the federal
government in regards to segregation of students. Is
that correct?”

Rohter: "Let me see. I do not believe that the case has been
filed. We do have...we are under investigation by
HEW."

Schraeder: "And if that mandated program is carried, either
through court action or voluntary action of the Board,
what type of funding would that req;ire? How many
millions of dollars?”

Rohter: "Untold millions with very 1ittle educational benefit
for that exorbitant expenditure of funds."

Schraeder: "If it is untold millions, and I agree with you,

where is the funding coming from that program? Will

that be in addition to the money requested of this

his. time?"

~Genera1 Asééﬂ@%i;a§;t im

"I cannot answer that question. I do not know how
much it could possibly cost. We do not have any money

from the federal government or the State of Illinois
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or from anyone else for the voluntary desegregation

programs we currently have at the Chicago Board of
Education.”

Schraeder: "Then are you saying, and I hope I'm understanding’
your answer, that then you would be required to come up
with X number of millions of dollars, probably hundreds
of millions of dollars, in assistance from some other
governmental agéncy to fund the programs that are being
mandated by HEQ?"

Rohter: "I would hope that any agency of government that would
impose those mandates on us would send us the money to
implement those mandates." - »

Schraeder: "I think maybe you're dreaming on that one."

Rohter: "I beg your pardon.

Schraeder: I think maybe you're dreamlng on that one.'
Rohter: '"Well, it's an idea whose time is long gone..."
Unknown: "I agree-with'you.ﬂ,". -

Rohter: "Only bureaucrats want it."

Unknown:. "No Freudian psychology today."

Schraeder: "Now, as I understand it, there had been a sub-
stantial drop in enrollment in the entire country...
State of Illinois, and in: particular, in Chicago. And
then in addition to that you said in your opening
‘statement that employment went up during this same

period of time."

Rohter: "I'm sorry, I didn't hear that."
Speaker Schneider: '"Once again, we please ask the Membership
to be attentive...at least to give the witness a chan:za

to hear the questions, so she can respond."

Schraeder: "It is quite common knowledge that enrollments in

Lty mgatiriy BT ek 1Rl PR P
Chicago have declined in a drastic manner. And, in

your statement you said that the employment within the

‘Chicago foard of Education germane increased: Why was--

the...that situation allowed to develop by the Board
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of Education, and, if so, what have they done in the
last year to correct it?"
Rohter: "The explanation given to me each time I questioned
the increase in the number of employees in the face of
a declining enrollment was this, our children in Chicago
have very unique needs and require additional imstructiop
personnel. The second part of your question, 'What have
we done in the last year?'...we haven't done anything
_about 1t in the last year. We will...in this part of
this year, we will address that question as soon as we
have a meeting to analyze the recommendatioms of the
interim supertintendent for reduction of expenditures."”
“§ch;a:g_;g ?What is the ratio_of teachers per pupi}_pgggqgg;xw,

in the city?"

Rolters ~"Theé “contraet with the Chicagh Teachié¥s UnZon uses”
about 28 students for every teacher. However, I pointed
out earlier that we have some 50,000 employees, fewer
than a half a million children, and the ratio for’
personnel is 1 to ten."

Schraeder: '"All right. That..."

.Rohter: "Now, there's some serious problems in who's doing
wnat. We need:a body audit of persons emplouyed, how
many are there, what are they paid, and what are they
doing."

Schraeder: "All rigﬁt. That brings my next question. You...
how many administrators do you have out qf your total
employee population? Do you have any percentages on
that?"

Rohter: "I can't give you the kind of answer I would like,

which would be one that's definitive, because the prob-

-when.we . re talklng about cuts, so we need to ‘have.a very
clear definition of who is an administrator and what

does that person do."

Schraeder: "Well, I might suggest that an administrator is

g.lem is no one w1shes to be class1f1ed as an admlnlstratog
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one who is not in a teaching profession, and I think
most people understand what that is. Thank you."

Rohter: "Well, but that creates a problem, Sir, if I may.
There are a numbe? of people who are teacher certifica-
ted, who are directors, consultants, coordinators, etc.,
etc. They don't have children in front of them every-
day."”

Speaker Schneider: 'Representative Schraeder, your other
person is here if you'd like to advance that éuestion.
Thank you."

Schraeder: "Okay."

Speaker Schneider: "Would you come in and just indicate who...

your name...by name, you are7 I d like to p01nt out

that the lights indeed are on. It does look like a

stage.set. fcr Close Encounters.up here, so you have to_ .

be patient. We're going to be here a while, and if all
the individuals who request to be recognized are indeed
recognized...there are many iights on...we'll just have
to be patient.”

Schraeder: "I'll stop after this one question. It'll be very
brief. As I understand it, there are now outstanding
...in a neighbornood of 600 to ¥U00 million dollars in
bonds. Is that correct?"

Unknown: "Approximately."

Schraeder: "If we go to a mandated ;rogram of...és advocate-d~
by HEW, the federal government, that will cost X number
of dollars. Do you know how...approximately how much
that would cost?"

Unknown: "No, I'm afraid I don't."

Schraeder: "The past speaker said that that would cest sub-

stantlal mllllons of dollars. _Is thlS addltlonal cost,

in_any way,‘tovered by the request as pertalned in. tnls_»

piece of legislation? And, if so, why not?"

Unknown: "I'm afraid I can't speak to that. I'm familiar

w1th the program and the fundlng requlrements.
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Speaker Schneider: "All right, Fred. Okay. Thank you. Rep-

Wikoff:

Speaker Schneider: '"Proceed."

Wikoff:

Rohter:

Wikoff:

Rohter:

- éﬁd_f-undérsEéﬂdxtHéE:y5hfw{ilIbé"Gotiﬁé on. that, and

Wikoff:
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resentative Wikoff. I will again téy to just continue
the procedure going back and forth. Democrat, Republican.
Democrat, Republican. Myxr. Wikoff."

"Thank you, Mr. Speaker. I have one question or a

couple of questions from Mrs. Rohter, if I may."

"Thank you, Mrs. Rohter. And...prior to my question,

I do not envy you in your position, either here this

"

evening or in the job you have, but I guess that's...
"The heat in the kitchen."
"Yeah, that's right. There's been a lot of comment

made that there's going to have to be substantial cuts

made within or by the School Board within the next year
or so. Some 60 million dollars this year and 106 the _ i ___ _
next year, I believe, and more than likely the only way
that can be done is by eliminating some positions and
...I don't know whether any salary cuts are contemplated
or not, but I have a letter from the Chicago Teachers
Union which was sent to all Legislators.which said
basically the official policy of the Chicago Teachers
Union is to support the necessary legislation to re-
establish the short- and long~term-credit by the followipg
guiding principles. And then it says...the first one
and this is signed by Robert Healey, 'The Control
Board shall not be authorized nor permitted to impair
existing contractual obligations.' How are you going
to cut any employment with such a stipulation from the
Teachers Union?"

"Well, I wasn't under the impression that Mr.

was going to write the position for the Control Board,

I can understand his position that...”

"Jell, I can understand his position, but what is

goiné‘to be fhé School Board's position if you decide
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you're going to cut some positions, and he says, 'No,

you're not.'?"

Rohter: "Ah, but he hasn't said that, Sir. What he said was,
in his letter to me to whicﬁ I responded, that we would
indeed review the contract, that he wanted to know
specifically what were the areas that we wished to

- renegotiate, and he has stated publicly for the record
that he understands reductions will be forthcoming and
must be expected. It's unrealistic to think otherwise,
but the provisé was that classroom teachers not bear
the burden of the full reduction."

Wikoff: "Well, all I'm doing is quoting from the letter that
he. sent to all Legislators, and it said, 'Shall not be

permitted to impair existing contractual obligations',

. #--—--and-that , ~to-me; ‘means that none of those' can -be-=— ="t

changed. All right, I'll accept your answer on that.

An article that was in the Chicago Tribune the other

day, and I realize that the newspapers do err occasional
ly, that it was relating to a study released by Pierre
'De Vieci', or 'Vici', or 'Vice', whatever his name is
from the University of Tllinois, where he compared the
10 largest school systems. It showed that you have the
highest cost per pupil of some $2,000 per pupil in exces
of” thathigheststate aid level per pupil along with the
sécond highest debt per pup11 only behind Cleveland,
which is not a very good recommendation, but the thing
...or the one that I question here and you made some
reference to it a little while ago with the previous
questioner, Mr. Schraeder, and according to the survey
taken, you have the third lowest pupil-teacher ratio

of 16.6 pupils pgr‘teacher. And, as I remember, you
:}-*5~had}.,&ou*ﬁéﬁfi&né&‘ébﬁgtbiﬂg_around 25= ; what ;. where's

the difference come, I guess?™

Rohter‘ ."1 do not know what the source was for those figures

presented by Mr. 'Vice'."
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Speaker Schneider: '"Mrs. Rohter, would you hold on a second?"
Rohter: "I can understand how one might a;tive at that figure
1f one took special ed classes, which by law are as low
as 8 and 12 students to a teacher. If you put those all
together, you may come up with something much lower
than we have in a regular class. I would have to ask
him how he arrived at those figures."”

Wikoff: "That's all I have. Thank you."
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Henry:

Speaker Schneider: "Thank you, Representative Wikoff.

wecmiemomwill Teduce. the budget by, $166,.000,00028 + < — . _..|

86.

Representative Henry. Again we enhourage the Membership
not to talk if they can control themselves... Do
you have anyone you would like to address your questiof
to? Silence please, I can't hear Mr. Henry at all.
Representative Henry."

"Thank you, Mr. Chairman. Yes, Mrs. Rohter. If Mrs.
Rohter...I have a few questions on...concern with

_the budge; cup. Now I think I heard you say that the |
first yeat...egcuséAmé...that‘the first yéar th;t -

would be $60,000,000 reduction, and the second

year, -106,000,000. Now, are you saying in 2 years you

Rohter:

"Those are the figures that we are looking for in

Henry:

Rohter:

~_of supplies and materials, for instance, we spend

FEATETidms T
"Okay, now will these...cut in the budget operating,
will they start from the top and go to the bottom,

or will they start from'the>bottom and go to the

top?"”

"I can't tell you what will comprise those figures. I
do want to make this clear. All those reductions will
not necessarily represent positions. We spend millionsg,

and millions, and millions of dollars for purchases

Henry:

|Rohter

$38,000,000 for transportation. It is my guess that
some of that transportation will have to go. We had
a school last week that I questioned receiving 25

colored television sets. I think that kind of thing

will have to go. All the cuts will not be in personnel}.

"The..."

em-will be there because_ that. makies.:, .

plERe IFrge part ofoit budger.l . L o . -

"The criteria for the closing of the schools...I've hearld

_ébme talk of schools being closed. What criteria will |

you use to close those schools?"

"I do not know which schools will be closed, but I do

1/10/80




87.

know that it is necessary to have a formula. Heretofore
we have not had a formula that coul& be applied equally
in all situations. That is one of the things that we
must have."

Henry: "Mr. Chairman, could you ask the House to just give the
Lady some courtesy? I can't hear her answers, either.”

Speaker Schneider: "If the Membership would please be attentive.
Those of you who are not interested, might want to retire
to dinner and come back for the results, but there:a;q'
Members who are concerned and serious about the matter.
It is tough to conduct business. If Mr. Henry can't
hear the answer, it does us no good. So, please, once

. I again, be.,." . . . . . .
ol e BBBLM, D s e Tl i e et e i e

Henry: '"Thank you, Mr. Chairman. Mrs. Rohter, on the special
- -e=~education program, thé food. sérvices, héalth 'services, ™|~ * 7
and the clinical services, the computer and the ini
structional lab for the special reading classes, the
Head Start Program, how much effect, or how much cut do
you think you will direct in that area?"

Rohter: "Well, those that are categorical aid will'not have
cufs,'because, of course, we cannot use that money for
other purposes."”

Henry: '"Now, changing over to the employment situation...the
employees..."

Speaker Schneider: fDinner is being served at the State House
Inn for those who are not interested. TFor the second
time, for Mr. Henry's benefit and for the witness, pleasge
restrain yourselves. Mr. Henry."

Henry: “Thank you, again, Mr. Chairman. Mrs. Rohter, going to
the employees. Now, it is my understanding that the

employees employed by the Chicago.Board of -Education... |....

.is to serveiand édicafer=iL-alsc understand that ‘there -
will be some definite cuts according to the newspapers
in the Ydst 2 or 3 weeks of thousands and thousands of

employees. Is that a fact?™
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Rohter: "I am unable to tell you how the newspapers arrived at
their figures. I did say the other~day when I was asked
'Is it conceivable that there will be between 700 and
2,000 cuts iq teaching positiqns?'. ‘I said that if they
would amend it to say positions of all kinds and all
classifications, that I could agree with those figures."

Henry: "Okay, one last question, and...I'm very involved in
the education facilities over on the west side in the
high poverty area. My concern...l keep hearing for the
last 5 weeks of the crisi§,>that it ;eems to be allAtalk
about funds, priority #1, and cut, #2. .Very seldom am
I hearing educating. It seems as though the priority

here is educating, #3 Does that seem to fit into the

- e P [POPP g USRI )

scenario of what we are hearlng here from the newly-

_.constructed authors of the. plac?® . . . . L

Rohter: "I've heard that over my 9 years on the Board, but
you only think about numbers, dollars, not sensitive to
needs, and all the other ‘rhet...rhetoric that accompanies
that kind of thinking. However, without dollars, no
child can be educated. You can't have any kind of pro-
gram. It isn't the question of education being third,
but education being first and seeking the dollars to
have a viable program. What will it prove if we have
all kinds of programs and no money to operate? I can't
agree with that premise at all." ) o

Henry: "I'm glad to hear that, Mrs. Rohter, because I can
agree with you on moving toward quality education for
all the kids in the City of Chicago. Thank you very
much."”

Speaker Schneider: "Thank you, Mr. Henry. Now, Representative

Borchers 1§ promlsed one question."

now Ilnm g01ng to keep my word7"

Speaker Schnelder' "Well that s true. I've been w1th you a

long time,:b@t I trust you." :

‘Borchers: "I have a gquestion...l have a question-6thhe Presi-
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dent of the School Board.”

Speaker Schneider: "I don't believe...is ﬁe here?"

Borchers: "I was curious...I was curious as to whether any
money or loan has been offered by the Teachers Union for
the use of the School Board and the schools of Chicago.
Have they given any money to protect their own jobs,
you might say? Has there been any offer from them?"

Rohter: '"Yes, Sir. Twenty-five million dollars of the monies

on the initial phase is, in fact, from unions and union

pension funds, 25 million:déllars from the p;iice
pension fund, another...1l5 million dollars, excuse me,
from the police pension fund, and 10 additional millions
from various unlons, the Teamsters Unlon, Mr. Lee's

Chlcago Federation of Labor. The Chlcago Teachers

Unign_is .indeed a .part of the package._  That makes up. .

the second 50 million dollars." )

Borchers: "Well, just...what...then the teachers, themselves,
their union and the teachers, they are contributing to
the relief of the school district of Chicago?"

Rohter: "Their contribution has been very significant during
this crisis. I think that you may know that our employe
worked through the whole month of December with no
payday. That was a contribution in and of itself, but
the monetary contribution, absolutely. Twenty-five

million dollars from unions in Chiéago and.aéroségd the

Midwest."

Borchers: "Thank you."

Speaketr Schneider: "Thank you, Webber. Representative Bowman.
Bow person. Bowman. Are you on?"

Bowman: '"As soon as everyone kind of clears away. 1I'd like tol

direct my questlons to Mr. Van Gorkum."

_hneldqpk ’"We still haveA u;te ; few quest

Vlights that are lit up. "I recognize Mr. Preston, Mr.

Bullock, Mr. Simms, and...all, Mr. Jones, Mr. Kane,

Mr. Dunn. It.s an honor rolllof questloners. Now,

v e AT e

es
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Mr. Van Gorkum, to the fight...to your righ;. Mr. Van
Gorkum. Mr. Van Gorkum. Oh. Theré he is."”

Bowman: ~ “"First of all, I want to commend the fine work
that, you know, you and your people have...have done in
putting together the legislation under difficult circum-
stances. I presume that there has been some cash flow
analysis that...that has been done, too."

Van Gorkum: "It's been exceedingly difficult to do any meaningt
ful cash_forgcast for the gimple.reason that they keep_
their books on the accrual basis, and I'm not sure they
ever made a cash flow, but that's what's taken so much
time, as a matter of fact, to try and reconstruct this
whole thing.on a.cash basis."” .. . e

Bowman: "I'm sure. Is there...is there a concensus among

“T e ERGsé Twho Kave studiéd ‘the books “concerning the "amount |
of the deficit that must be wiped out or financed?"

Van Gorkum: "Well, when you say, deficit, you're talking
purely on a cash basis now. Starting on September 1 of
the current school year, they had at that time, as far
as we can determine, a deficit of 131 million dollars,
which they had taken from these various restricted fundsi
And, you have seen this figure, 458 million dollars,
probably. It was publicized widely. That's made up

Agf_this 131 mill}on dollars, which will b§vg to be
restored to those funds as a part of this total package.
That's why the numbers are so big. Secoundly, they...our
analysis of the budget that they had adopted indicated
they would have a further 94 million dollar deficit in
the course of the current year. As has been stated,

they expect to cut that by 60 million dollars as a

wto-:do. now

cof fhe’ things, they’re ‘goin
LEHEy FSUnd ithemsElves: Foredd ‘€9 payioff 234

million dollars worth of indebtedness that was coming

due during that year, ‘and, of course, with no ability

to borrow they had to pay that out of the operating

GENERAL Af;SEh[BI.Y
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cash. All of those three numbers add up to 5007..458
...459 million dollars, and that is'the estimated cash
deficit for the total operating year, assuming -
nothing was done, but that the bond funds, the restrictiye
funds, were restored.”

Bowman: "I gather those numbers...I have in front of me the
Arthur Anderson report dated December 10th."

Van Gorkum: "Right."

Bowman: "And the numbers that you've-given me are very, Vvery
close, and there was only one little difference."

Van Gorkum: "244 instead of 2347"

Bowman: "Precisely."

- Van Gorkum: ‘- "Yeah, well, that's...there's an explanation for

that which escapes me at the moment.”

Bowman: "Ogay, well, the rest of ic's being auditioned. We 11
work with the rest of it. In addition, the year eyding
August 31,°1981, it appears that the accumulated cash
...or the cash operating deficit for that year will be

125 million. Is that correct?”

Van Gorkum: "Which year is this?"
Bowman: "I'm sorry. The year ending August 31, 'g1."
Van Gorkum: "Yeah, that, of couxse, to be honest with you,

they wanted a two-year forecast, and Arthur Anderson
did it, But, for the second year they didn't have
nearly as much pertinent data. They made some broad
assumptions in order to arrive at that. One of them
was that the cost would go up 8%, and the revenues
would go up 3%, so you had practically 2 bullt-in deficit.

The...so, I mean, we don't attach a great deal to

previous of that. It indicates what...now the 8% makes

rdusexthey ':\A_e:;g__o t-.an 8% Ancrease

~:o-the . teachers §.wages runder . the scontract, whicdhrriss

presently in existence with the Chicago Teachers Uniom,
. so-borrowing some renegotiation of that contract, we.

know teachers' salaries, which is by far the biggest
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part of the total bﬁdget...will go up by 8%Z. The 3%
increase in the revenues may be a little conservative,
but, of course, we feel at this point conservatism is
called for."

Bowman: "I understand. Is that...however, is that your
personal feeling?"

Van Gorkum: "I'd have to say at this moment i do not have an
informed personal opinion, and I don't believe in making
statements "f£hat isn't ’ba'sed“c'm some kind of -evidence .
I...to put it honestly with you, I was just talking to
thé.%fthuf:ﬁﬁdéfébn“ﬁeople'and-talking to some of ny

friends, telling them that for the next 60 days they've

a really meaningful forecast up through the end of this

S o T e AR T e T S P VD

calendar year at least, so ;h;;ngg can have some idea
of how we're going to work out...how our cash flow will
actually occur given the approval of this program, but
you see the School Board-has to have a modified and
adjusted budget for this year by the first of February,
which is only three weeks away, then they have to have a
three-year financial plan one month later, and then I
have to come back here on the first of April and tell
you what I think about all of this, so we've got so much

- - . .work to do. it's going to be a long, hard struggle. Give
the fact that we do not have a chief financial officer,
and I would say the School Board's counting system, data
processing, and so forth is not what you would call a
model of perfection."

Bowman: "Well, very well, I can appreciate 1f there might be

some misgivings about the...the 81 number. There is

FheZT86 CAdnbEET "

*.Van Gorkum: -7

|53 ’b?gh};c}uif ﬁai‘dt;n”f:‘_" STt
Bowman: "I gather, however, by implication there is...thank

you. - ﬁy:f%ﬁy implicatioﬁ-can I infer from your_remarks,

that there is concensus on the amount of the cash
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Van Corkum:- "We feel that's a pretty good figure."

Bowman: "Okay. ©Now, and you indicated that the Board was

Van Gorkum: "That's the figure I've heard thrown around. I

Bowman: ..'That's.equally.conjectural then, is that correct?"._.

Van Gorkum: "Well, I think some people have arrived at that

Bowman: "Okay, well, let me...let me ask then if...if you

Van Gorkum:
Bowman: "Or...or exceeding the operating cash deficit for that
Van Gorkum: "The 125 million?"

Bowman: "Yes."

Van Gorkum: "Well, we can't accept a budget that has 125

Bowman: ''Okay."

93.

operating deficit for the year ending August 31, 1980

of 94 miillion dollars."”

preparing to make cuts in its operating budget of 60
million dollars, so that there would still be an operatipg
deficit of 34 million for that year. Now, as to the
...the figure...the much more conjectural figure of

125 milliop_dollagvdeficit for fiscal...or for their
fiscal year '81. ‘They wefe planning>in th;t year, as I

understand, to make cuts of 106 million dollars, was ic?f’

don't know really exactly what the source of that figure

is."

through some mathematical process, but I don't know

what it is.”

could, just give me youx personal opinion, and T trust
yours to be as informed as anyone about whether...to
what extent the budget cuts for that year will equal
or exceed or be less than the operating cash deficit

for that year?"

"Equal to or less than what?"

year."

million deficit, and I'1l tell you that right now. .

.under-thi \;egiglép ony -they have-to give me a . . i .-

budget forecast about the 18th of July for the year B

starting next September 1."
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Van Gorkum: "If it's not a Salanced budget, I won't accept it,
and if I don't accept it, they got fo go back to the
drawing board."

Bowman: "Right. Now, incidentally when you...when you do
talk about a balanced budget, we talk about the balanced
budget here on the floor of the Illinois House, and
sometimes it gets...that concept gets used in different
ways by different people. How are you counting proceeds

from bond sales and things of that nature?"”

Van Gorkum: "What we will do is determine what we think is
their reasonably anticipated revenues for the year.
That's the starting point. Maybe I should tell you how

they done thelr budgetlng in the past, and you "1l under-

stand the dlfference.

Speaker Schneider: .'Hold on for a second. This is an importang

pronouncement. Let's...this 1s how the budget was done
in the past."”

Bowman: "Yes, I think we're all eager to know how the budget
was done in the past. Please proceed.”

Van Gorkum: "First they would add up all of the revenues.
Sometimes they'd be optimistic about it. Then they
would add up-all of the expenditures for the year, and
if the expenditures were more than the revenues, they
had an item they put into the expenditure column called
prorata, whf@ﬂ>;hs a negétive figure, and it was -
whatever number was necessary to make the two columns
balance. In the last budget, which was approved by the
School Board, that number was 115 million dollars."”

Bowman: "No, this is school aid formula, right?"”

Van Gorkum: "Which meant, in essence, that they were saying

Athere had to be prorata cuts in all of the expendlture

to 115 mllllon dollars. Uhat

we w111 do is ‘start from the other end and say, 'Ne
beliéve that ydu .can “reasomnably expect to receive X

dollars in the course of this year for your operations.

R o GENERAL ASSEMBLY 1-10-80

STATE OF H.LINOIS




95.

from whatever source that we think they can obtain it,
and you cannot have expenditures that exceed that amount
We will not take tha responsibility of determining where
cuts should be made, what programs should be substituted
for others, and so forth. They will have to do that."
Bowman: "I see. So...but...so you have confidence then that
the cuts will...will at least equal the cash operating

deficit..."

of cuts. What I am going to say is, 'Here much...much
money you have to spend. If you have to make cuts from
what you anticipated, that's up to you. You can't

spend anymore money than you 're g01ng to get.

Bowman: “Okay, fine. Now, let me...let me turn...excuse me.

term solution, if you will. As I understand it, tae
plan is to market 400 million fairly soon and then the
additional 100 million sometime within their fiscal '81.
Right? Have...I presume there have been cash flow
projections on that or there have been some idea...ideas
before as to what the interest rate would be and what
the debt service would be. Can you tell me what the...
the cash flow looks like for retiring those bonds?”

Van Gorkum: "Well, it is generally considered that the amount

of money necessaay to serve us 500 million dollars would
be 50 million dollars a year, and that's the source of
this..."
Bowman: "Excuse me a second. Over what...the time period
are they going to be issued? What's the maturity?”
Van Gorkum: "Over the...well, 25 years, I think, is what

they.'re talking ab

Bowman

LimiSOTTy,:
Van Gorkum' ""And that's the source of this 50 cent taxing

proceed .

power that's being taken away from the School Board.

It is estlmated that a 50 cent tax rate on the assessed

Van Gorkum: "Well, I'm not golng to approach it on the grounds

| ... .. -I'd.like~to..ask-now about the. ..the-bonds...the -loag=: =y
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valuation of approximately 10 billion dollars will give
them the 50 million dollars a year ghat they need to
service those bonds and ultimately retire them."
Bowman: "All right. Now, it seems to me that the...the demands
on the Chicago School Board are going to be pretty
intense. WNow, let...let me see if I have this...this
correct. 1In order to prevent cash deficits from occurrihg
in the future, they will have to somehowAreduce spending
beléw what might be called a_treqﬁ line, by 60 million
this coming year...the current year, rather, and call it
roughly a hundred million the following year. 1In addi-

tion, on top of that, they're going to have to service

. the debts"~ - =~ e e s L.t Lt s monome ey wrmaeoseepememome
Van Gorkum: "The new debt, you mean?"
T T Bowman: ''The new deﬁ?f“'ﬁB&i”?B?"EﬁE*BGEﬁésé of servicing the

new debt, the Board...excuse me, the authority...the

finance authority will be given 50 cents..."

Van Gorkum: "Of their taxing péwer."

Bowman: "That's right. The taxing power right off the top."

Van Gorkum: "All righe.”

Bowman: "That means the Board then, the Board of Education,
now has to work under that ceiling...the new lower

'

celling, and...'

Van Gorkum: "A dollar sixty-ome." _. . .. .. e~ s me

Bowman: 'Right. And,‘at the same time, come up with, in
effect, cuts or call them what you will of 60 million
dollars in '80 and roughly 100 million dollars in '81.
Is that correct?”

Van Gorkum: "Yeah. Yeah, but there's a great tendency to

misunderstand the seriousmness of this. The school...

'fs“;he”SCEOQ

.. alTeady KRS EREES3Fb1EWT Youl Seeithér onlyTRAs0n ¢ i
they don't...they were going to borrow 260 million
e e o ... _-dollars. this year on tax anticipation notes. The only ..} . .

reason they haven't is because nobody will buy them."
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Bowman: "So..."

Van Gorkum: "Well, all these long-term boﬁds are going to do
is merely replace, to a large extent, short—-term notes
they would've had anyway. This is not piling a_lot of
additional debt on the school system in any way. What
it is is substituting long-term debt for short-term and
to the extent that there's a difference in rate. That's

*

the only extra burden. There is one extra burden

f

theyfll be ecarrying.. . Up until .now they(vejbgeq borrowing
this 131 million dollars from the restricted f;nds and-
are apparently paying little or nothing on it. Now,
they're going to have to restore that money to the

oo o . M. __. extent that.the .long=term bonds, the 400 million dollars) .

a part 1s used to restore the...the proper level off

the5s Testricted “funds, “TRAt VIl be ad addlrténal’
expense, I believe, to the School Board, but you can't
say that the interest on the whole...and the debt
service on the whole 400 million is new, because it's
replacing a lot of short-term debt."
Bowman: "Okay, could you...could you give me in...in cash
flow terms roughly then what the difference would be?"”
Van Gorkum: 'No, I can't. I'd have to just tell you off the
top of my head that maybe it's 20 million dollars.”

_Bowman; "It's 20 million dollars per year. '80 and '81..."

Van Gorkum: "And I want to tell you that's off the top of ny
head, because we have not had the time to really
construct this on a sound basis, but I think it is
important to get acréssed to you, and Bob Mandeville
can do this better than I can, that this 50 million

dollars does not represent a new and hitherto unheard

5f burdengon. the school system.. Thatyburd

been .

thére all-alepg, becausé they ve hadoa. 1ot.9f porroiing

only we're going to substitute long-term borrowing for

. R short—-term." __ . _ .. -
Bowman: "Okay, I would accept that with...with just one, and
GENERAL ASSEMBLY 1-10-80
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... _ . .-borzowing.and having.a _lot..of borrowing is not.new tc,

. 98.
I'm about ready to wrap it up. Okay?"”

Speaker Schneider: "Thank you, Mr. Bowman."

Bowman: "Okay. But, I would accept that with...with just one
observation. It seems like there has been a very
sudden tecent increase, and I'm wondering what the
causes of that were."

Van Gorkum: "Recent increase in what?"

Bowman: "Well...well, in the short-tern borrowing, not only

Van Gorkum: "No, I don't think so. They've always been véry
heavy borrowers. In fact, they never could get through
any year with...and this year, a fairly normal year,

they were g01ng to borrow 260 Dllllon dollars, and th=y

in the market butvalso from the funds...the other_funds.'

would have, but they fell out of bed. So, I mean,
the School Board. They've been doing it since 1926."

Bowman: "No, but the deficit in their operating fund, I
think, has jumped this yéar.- The deficit in their
operating fund has jumped, which has to be covered from
either their..."

Van Gorkum: "No, I don't...well, I can ask the Arthur Anderson
people, but I don't think the borrowing this year
would have been materially beyoné what it was last

year."

Bowman: "Okay, let...to wrap up 1et ne Just Task 1 to what extent
do you think the School Board is going to be able to
meet those kinds of demands within the framework of
existing resources, such as the existing school aid
formula and the existing tax rate? Do you think that

there may be a need for increasing those resources?”

Van Gorkum "I can't. answer. that quesklon~N1thout-nak1ng a'

expenditureq; I'm sure you'll find plenty of people in

Chiéégo whdjfeel that they should have more money, £haf

the programs are inadequate, and so forth. I feel

_ GENERAL ASSEMBLY 1-10-80
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Bowman :

Van Gorkum:

99.
that if...that they can cut the budget sufficiently to

live within their means that they will have. I cannot

say, however, that that will not require such serious

reductions in their operation-as to imperil the quality
of their education. I cannot answer that question. I
have no informed opinién as to whether that's true or
not, and I'm sure you'll get some people who say that
that is true, but if it is true...if it...if it impacts
them so st;ongly that they fear the loss of accreditatiof
of.tﬁeir syst;m theﬁ, 5f c&ér;e,'Im;ssumé théyrll bé—.
down here in a hurry looking for more money."

"You would not rule out the possibility then?"

"Oh, I certainly would not."

Bowman:

Speaker Schneider:

objection to that? That idea. First chance...first
person with a five-minute limit is Mr. Simms. Timex's
on."

Simms: "I'd like to ask the previous speaker...”

Speaker Schneider: "f{s Mr. Van Gorkum here?”

Simms: "Mr. Van Gorkum, did he:.:Still here?"- -

Speaker Schnelder: "Hold on a second. Now, Mr. Kane, in the

Kane:

" of either changing the state aid formula or in-

"

creasing property tax? R

= T TSR T

"Mr. Bowman, really the time is very

expensive. Would the Membership object...would the

Membership object to a five-minute timer? Automatic

five minutes, set the clock, and let it roll? Any

interim while Mr. Van Gorkum makes his way for the

avard."
"Well, I would suggest the same as you suggested earlier:

If people don't want to listen, they can go eat their

dinner."

=" Thatrsrpoirapt

be confused -thetd ‘is i

tion available. I know there's extensive written

"materials.

nformitien...there will be informal

We are not going td vote, as I'm sire you're|
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Simms: "Thank you, Mr. Chairman."

Speaker Schnéeider: "I'm sorry, Tim. If you will hold on a
second."

Simms : "Oh,-okay.

Speaker Schneider: '"Mr. Dunn on the matter of the timer."

Dunn:

Dunn:

Speaker Schneider: "Would you mind five minutes with the

Speaker Schneider: "Well, I'1l just withdraw it, and we'll go

100.

all aware, and I respect your interest in the matter.
It is our obligation. However, if you choose not to

listen, please don't talk. The five minute timer is on.{

"Mr. Chairman, we've been going hete a long time. A lot

of us have been waitlng patiently to ask questions. I..
most of us, and I think including myself, won't take
longer than five mihutes, but fo; the very reason that
you have been pointing out, that others are free to leave

and the complexxty of thlS matter and the nature of the

subject matter, I .see.ng.reason_to.cut off _any quevtlonlxgﬁnrq

if it takes all night to go through the deliberations

on this Bill."

Chairman's discretion to allow some range, like if I
were to make that decision unilaterally?"

"I just don't want to be cut off, and I don't want any-
body to be cut otf om this Bill.

on with the time. I don't want to incite the Membership

Simms:

Simms: "I have a question on page 39 of the Bill. Do you have
a copy of the Bill. Well, it..."
Speaker Schneider: "Hold on, Tim. He doesn't...Mr. Van Gorkum

"Van Gorkum:

oh a matter that doesn't need that kind of discussion,
but we'll proceed then with allowing us to go on at any

rate. Mr. Simms for Mr. Van Gorkum."

does not have a copy of the Bill."

Whats line?"

“"Line 25, -dealing with bonds. It indicates that bonds

or notes issued prlor to December 31, 1980 shall bear

GENERAL ASSEMBLY. 1-10-80
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interest at such rate or rates, and that such price or
prices as the authority may approve; Bonds or notes
issued after that date shall bear an interest at a rate
not to exceed the maximum annual provided for a Section
which we...I'1ll not go on any farther...which we enacted
last fall. What is...what is the necessity of placing
no limitation on your initial one-year bonding authority
as far as interest ratesé"

Speaker Schnéeider: "All right. Now, Mr. Van Gorkum. needs to..

Van Gorkum: "I'd like to get Mr. D' Esposito to answer that.

Speaker Schneider: "I think he's..."
Van Gorkum: "It was a provislon provided, I'm sure, by the
. __»‘A”finqpcialdcommqpigynk.?bqy.arqugpﬁl.phey were mot sure { |

under this very volatile market in which we operate that

- " s thﬁyméﬁnrd'seil“fhem“at*the-1imﬁted'fate o f=-70% of -thel™ i~
prime or whatever it is."

Simms: "Well, 1s it conceivable that 400 million dollarskworth
of bonds could be sold at 15%?"

Van Gorkum: "I suppose that's conceivable, but I don't...we
would never issue long-term bonds at 15%."

Simms: "Well, let's take short...short—-term."

Van Gorkum: ‘"Well, that would be...anda:-somebody has asked

about that. One of the reasons we have the ability to

sell bond antlclpatlon notes is that very reason. If,

90 days from now when these notes...bonds probably were

ready to be sold, the interest rate has gone to such a
wild level that 15% tax-free is required, we would,

unless everybody wanted to call off the whole thing,

in which case the schools would close, we would sell

v
short-term bond anticipation notes at whatever rate

was necessany -and-.thenz.when :the rates

jssu

standing is ‘that's the reason we have this disparity i=n

here, is because .everybody knows we -have to have the

money, and they're afraid if put in an interest limita-
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tion rate, they'll have to come back here and there

won't be time to do that and get the bonds out. That's

what..."
Simms: "Well, my concern is that..."
Van Gorkum: "I can understand what your concern is. You

don't want to give somebody a blank check, and T wouldn't

want to do that either."”

Simms: "Well looking at this concern of the blank check and

havlng the right to renegotiate or resell bonds Is it
not probable that the interest on those bonds...very

loan is just goilng to add to the present financial

dilemma of the school system. God, it just...

Van Gorkum: "No, it...

Simms : ...it Just gets farther and farther...farther and

farther into the hole."

Van Gorkum: "No, that's what I got through tellirg this other
Gentleman over here. Thgy’re already in the hole."

Simms: "Well, I know that."

Van Gorkum: "And,-my point is that these bonds will not be in
addition to the borrowing. They have a lot of...this
long-term borrowing is very largely going to replace
short-term borrowing that they're doing now, and the

problem is they have dug a hole for themselves, and

ST ST T R SRS ey re going o die TF rhey don "t get some ShoTt-tETR
relief. 1In other words, the short-term debt is coming
too rapidly. They've already mortgaged all of their

tax income out through into next year, and consequently

we have to give them relief in the sense of takiag that
big load off so that they can get back to normal opera-

tions and _space that debt payment out beyond. There 1is

s

they are u51ng part of the 1ong term funds to }estore'"

the restrlcted funds, whlch is probably a borrowlng, I

don't belleve on whxch they paid interest’ in the past.™

I can't say that absolutely, but I don't think they
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did. So, that to the extent they're now going to be
paying interest on approximately 130 million dollars,
that does represent the interest...represents a new

expense to them.”

which is

Simms: "Well, this...this provision in the Bill,

in essence...to a certain degree, a blank check for the

first year on the issuance of bonds. Can you conceivably

see where the authority might have to go as high as

15% to sell the bonds on 8 short term basis7",

Van Gorkum: "If these bonds got to be 15%, we would have an

absolutely catastrophic period in our whole financial

community here."
Simms: "How hlgh do you...how hlgh would you estimate that

they could conceivably go?"

Van Gorkum:. ."I can't...I'm not an investment banker. We have

some here, and maybe..."

Simms: "12%?"

Van Gorkum: "Hmmm?"

Simms: "At...at 400 million dollars at 12% you're talking

about approximately 60 million dollars worth of interest
a year just in the short-term bond."

Van Gorkum: "On' 500 million dollars.”

Simms: "500 million. I'm sorxry."

even at 101 you're talklng about 50

"Well,

e g,

Van Gorkum:

million dollars.

I mean, the dlfference isn't all that
great. It's certainly not a delightful thing, but we
live in a time...we have.,..that's the whole problem.
This whole authority...this whole Bill is based on the
fact that we have a school system which has lost us
total credibility in a time when interest rates tends

to be very volatile. You .can flnd people whkolll say

i

H

long rerm 1nterest rates. - are comlng

find those who w111 say they re not coming down."

"My last question, and I thank you for being very

candid about>it, do you think these bonds are going to

Simms:
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Simms:

Van Go

rating."

Simms:: "Okay, thank you very much." R

Van Gorkum: "You're welcome."

Speaker Schneider: "Thank you, Representative Simms. And now,

o T ?Mrs. Satterthwalte—A»Wg;eg peréeﬂ”wo;ié ;;; 11ke&;2dzvf?

direct your questions to? Maybe we should give Mr.
Van Gorkum a break."

Satterthwaite: "Well, as a matter of fact, I was hoping that

Speaker Schneider: "All right."

Satterthwalte. "My, Van'Gorkﬁm, in earlier discussions there

104.

that marketable?"”

rkum: "The bonds of the new entity...the new authority?"”
"Yeah . "
rkum: "Yeah, I just talked to the peoplevthis afternoon

again to refresh my feeling about it. Our goal would be
an "A' rating, and I think that the people, who are much
more authoritative in this area and experienced than I
am, tell me we should get an 'A' rating. After all,

we have an entity here, which will have no. the problem

with the School Board is they lost their credibility,
because when they got money they didn't necessarily
spend it for fhe...this entity will have no function

except to sell long- -term bonds, glve the money to the

School Board, and then collect money to pay the bond-
_holders. _We...there's...we can't use the money for. . __ .
anything else except to pay the bondholders. 1In fact,
we won't even get the money. The money is going to go
into the hands of a truseee...abbank...some third party

who will hold the money for the bondholders. With all

of those safeguards these bonds should sell at a reasonable

I could address part of them...

.at 1east to Mr. Van Gorkum._

three months. Proceed.

was some concern expressed among Members of the Legls—
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lature about the impact of the'quangity of bonds that
this will put on the bond market. Do you see any
appreciable problem in disposing of that quantity of
" bonds along'with the.ofher types of bonding that will

need to go on concurrently?"

Van Gorkum: "You mean from the School Board, or the city, and
so forthj or: where do you mean?"

Satterthwaite: "From everybody state-wide. You know, state
bonds, pity,bpnds, everybody. Can the pon§ing market
easily absorb this additional bonding purchase?" .

Van Gorkum: "Well, the people that are going to sell them

tell me they can, but that has been one of their

primary concerns in structuring this legislation...to

create a bonding authority that would have nation-wide

credibility not~one that would just confine to the Ibocal
market. They have all felt that this bond...these.bonds
were large enough in total to have to be sold outside

of the state, far beyond it, and for that reason a good

part of time and effort has gone into this struc...into
this total package in order to provide a bonding
authority that would have a marketable security that
could sell nation-wide."

Satterthwaite: "And it is not anticipated then that this

additional quantity of bonds on Fhe market will have zan

appreciable impact on the kind of interest that can be

obtained?"

Van Gorkum: "Will it have a critical impact on what?"
Satterthwaite: "On the interest rate."

Van Gorkum: "No, I don't think there's so many bonds in this
case that it would drive the interest rate.up. I don't

ust.a .minute. . No,zmy -brains .

Satterthwaite: '"We're talking about this bonds...these bonds

- being issued over é"ZS—year period...being péid back: -

over a 25-year period, and we're saying...we're saying

¢ GENERAL ASSEMBLY 1-10-80
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we would have a 50 million dollar a year pool, so to
speak, from which to make those payﬁents. That means
then if my calculations are right that over that period
of 25 years you will, in fact, be paying back 2% times
the original value of the bonds."

Van Gorkum: "Yeah, that's right. In other words, the 50
million a year is called debt service."

Satterthwaite: "Right."

Van Gorkum: "It's qgt.,.itfsz,.that includes the interest | = ..
plus the principal, and you have correctly stated the
interest over that 25-year period, if it's 25 years,

would be 750 million dollars as contrasted to 500

million of. prlnclpal-,._~N‘;.N4_~‘ﬂ_u..,w, - ]

Satterthwaite: "There was some concern in our party caucus

G e ] e e T PR L, A TEE S 50 mT1LiOR el lats Wikt o e T T
even cover the debt service for the first year let alonée
paying off any of the principal, so to speak."”

Van Gorkum: "Well, at anytime you have...anytime you have 2
level payment of a huge debt 1ike this, the early
payments are 90 to 95% interest and very little principal.
It's just like your home mortgage if you've ever had
one."

Satterthwaite: "] realize that. The concern was that the

first year s payment mlght be 1107 of the 1nterest.

—— et ] g e - e

Van Gorkum: "Oh, no."

Satterthwaite: "I mean, that 110% of the 50 million dollars

that you would have..."

Van Gorkum: "Would be interest?”
Satterthwaite: "...to pay the interest.”
vVan Gorkum: "No, that's not the..."

it

draw."”

4 Van Gorkum: "That,s our estlmate based on the current markebu-.< -

- today. That's right."”

1-10-80
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Satte;thwaite: "If you still have your copy of the Amendment
there for the long-term investments; on page 17 the
payment of the expenditures of  the authority itself are
to come from the state distributive aid formula payment
to the school district.”

Van Gorkum: "Is that on page 17? Where do you...what line is
that?"

Satterthwaite: "At the very beginning. The underlined Section

...starting thg;e{aq_ghe}qop;qﬁ.;hgﬂpage.ﬁ e T

Van Gork;m: ""0h, ye;. It's right there."

Satterithwaite: "On page...line 3."

Van Gorkum: "Yeah.- All -right. I've got it. Okay."

oo ]\ Sarterthwaite: . "The state .aid otherwise-.payable-to.the -Chicago

School District will first have to pay the operating

EXTend Tures Tof Cho AUTthHority Jtself. ~In that Sectionm
I see no limitation on the amount of money that the

authority will have at its disposal to administer this

plan.” '
Van Gorkum: "Yeah."
Satterthwaite: '"Coming from a downstate area it's been my

experience that we have frequently given Chicago
groups too much authority in terms of what they are
permitted to do assuming-that they would be reasonable,

.and rational, and, to some extent, penny-pinching knowing

the dire straits in which‘we all are and not wanting to
overtax people."

Van Gorkum: "Well, I..."

Satterthwaite: "Would it be amenable to you or others that
have been involved in working out this program to set

some top limitation on an annual basis for what the

»jﬂg;xﬁisol@e;thisgpanLe&.

The first request to me was they wanted to put in a

specific-nupber in there, and they said to me} frankly, )

'"How-much is it going to cost to run:this thing?', and

D i
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I have to say to you and 'to them, 'I haven't got the
slightest idea.’' We've never had an entity of this
type. I've never run one before, and I'm not, you know,
I don't want to be in this position where I appear again
to have another blank check, but we are unable...they
have a percent in there for a while...the percent of the
school aid revenues or something like that, and we have
arrived at this only because wﬂat I do have to do is
certlfled to. thls authority that what ny expenses will
be for each year, and obviously 1f I certlfy 10 m111ion
dollars and last year I only spent 625,000, I don't
think that...after all, I can be fired at the whim of

elther the Mayor or the Governor, so I thlnk..;l wouldn't

say that we're completely out of control here. But, I
just. dcn't--have & clear-cut.answer. --I mean, a better ..
answer for you. I don't know what the costs are going
to be, and my own opinion is very clear about this, the
cost in the first year will probably be much greater
than they are in years subsequent to that assuming no
unusual change of events. In the first year we have to
sell around 400 million dollars worth of bonds. WNow,
if you're not familiar with the process of doing that,
that is a very, very large undertaking. I'm going to

hava to have some very expensive lawyers, very expensive

S memee sz - R, s T TG Sy Sy

1nvestmeﬁt bankers, a great deal of accountlng work
done, and so forth in order to produce statements that

I can present and the problem of setting up...the five
members of this...the five directors, I think you-under-
stand, serve without compensation, so that...and I have

purposely asked that that be the case, because I don't

idea it wasrgoing to mushroom into_this kind of authotj—“

other hand...and when I first started thls, I had no

ty that is now being considered by this Leglslature. I
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had envisioned something smailvas an oversight proof tha
would use other consultants and so forth and other bodie:s
to do most of our leg work, but I'm afraid the way this
thing is structured now, the responsibility we're going -
to'have, we are goiné ta have to spend substantial
amounts of money, and I do not know how much that's
going to be. I...it is my desire and intention to run
this thing on as small a budget as possible. I'm very
conséious, and I'm a big taxpayer, as most taxpayers are
that wé have too mﬁch'bufeéhzracy-ana a1i fh;t sort of
thing, but the reason this is stated in such loose
language is because I, frankly, don't have a number that
I can use. If you wantito impose some limitation and
e e e as {E's...T think 1 can live within {E;TIETS

fine with me."

Satterthwaite: "Well, let me just reiterate that I think,
particularly for those of us from downstate, it woéld be
a far more acceptable proposai if we felt that there
were a limitation and certainly at any time that that
limitation seemed not to be practical, you would have
the opportunity to come back for a legislative change.
But, giving, as you call it, a blank checl: buth in teuias
of what the authority would be able to expend and in

terms of what it will have for taxing authority if they

“"find that *thke 50 million+dollars- a-year is—not-suffietent i -
to cover the debt service, a blank check in terms of
the ability to rent or buy property to house your own
functions, All of these seem toO be a little extraordi-
nary for us to give, as a biank check, knowing some of
the experiences of the past, and I don't mean in any

way to

be critical of you or your intent, but simply as

things get out of hand in spite of good intentions.

--don't know .for whoz.." ...+ . o — T4l e

chneidér: "Any further questions?"
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Satterthwaite: "There is one more question, and I don't know
who the appropriate person would be to answer that re-
lating to the working cash fund."

Van Gorkum: "That's not...that is not I."

Speaker Schneider: "Mr. Van Gorkum takes a pass. Anybody want
to volunteer for the working cash fund Section? Going
once. Do we have any other volunteers? Can you hold

that question? We may get...where's Bob? Who will?

All right. Mr. Leinenweber.will talk individually and

personally ﬁiéh Repfésentative Satterthwaite. That ﬁay'

not satisfy you, but right now no one else willing...is

willing to take the shot. Representative Skinner...and

rif that s not satlsfactory, Helen, I'll come back to you

and maybe the BOB shows up."”

-Skinner: --"It.may--of-interest to- people -to _kmnow that=theyives =
agreed to take out that part about the recreation of
the working cash fund, which would just give to Chicago
the same atrocious authofity that downstate school
districts now have."

Speaker Schneider: "All right. If you'llhhold a minute, Cal,

Satterthwaite: "Well, I'm appreciative of Representative

Leinenweber's earlier questions in that regard. My

questlons do not relate to the recreation of a porthﬂ

Speaker Schneider: "Okay. Hold the dialog:. We've got an
answer man. It's Mr..."

Satterthwaite: "Okay...okay."

Speaker Schneider: “Would you rephrase...no...restate the
question? That's right."

_"As

.Satterthwaite

worklng cash bonds outstandlng. Is that accurate?”

Mandc"llle(not announced) - "I ve, gotten the same flgute.Az

ol

Satterthwaite. "All rlght. “And they also have the authority

there's a question from Satterthwaite. Mrs. Satterthwaite."

K s Kt S|
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Mandeville: "Yes, ma'am."

Satterthwaite: "What are they currently collecting in a tax

Mandeville: "I don't know."
Speaker Schneider: "How's that?"

Satterthwaite: "If...1f these Bills pass and we use this

Mandeville: - "I think-we could spend hours figuring it aii —~

Satterthwaite: "I...I'm simply trying to designate...
Mandeville:
Satterthwaite:
Speakexr Schneider: "Please don't...

Satterthwaite: "...is being paid in working cash funds.”

111.

to issue some 30 million additional bonds.”

“rate to pay-off those 0qcs£anding bonds?”

Section allowing for the new working cash fund system
here, would it be anticipated that the additional.30 -
some million dollars of bonding for working cash be

issued and how much additional cost is that going to be

to repay those bonds? And then, as I understand it,

_.there is a 5¢ limitation on the working cash fund. .Js_ .l _ .

that an annual rate or is that a one-time rate?”

out, and I'm just now beginning to understand it some
myself, but there...upon discussion with the various
draftsmen who have been involved, we are thinking of
making a number of changes in this. I think it'll help
if I tell them now to understand what it is we're look-
ing at. All of the existing bonded indebtedness...
whatever the rate is that's necessary to pay them off

will continue to be...is required by all standard bond..}

bondlng requlrements, and that w1ll contlnue to berso_

so that you can pay off all of those existing bonds.

",..Let...let me continue."

" .

".,..how much.:. i

Mandeville: " .Eudon't know the rate. The abolition and

o ablllty to- ¥ecreate wbuld appear to allow for .a - poss’bl°>*

5¢ additional tax rate, and thls Bill was not intended

GENERAL ASSEMBLY 1-10-80
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to be a tax rate increase. We are going to eliminate
the recreation power while doing the abolition whichy
apparently for technical reasons, will help collapse the
two funds into one and allow for.a simpler operation

by the Board. We'll allow only one additional recreation
of working cash funds and that is the 30 million pre-
viously existing authority which has never been issued
by the Board. That 30 million, when the Board at some
futurq;date will be ihTthe market, they could’then issuel”
as a working case fund, and it would be paild off as the
other 208 million are with whatever is the requirement.

Howevéf, that's way down the line. We just don't want

¥
i

to eriminatecexisting - statutory-authority 6T worKing— | =

cash fund bonds, but we will not allow the abolition

Speaker Schneider: "All right. Further questions?"

Satterthwaite: "So that all of the working cash fund would be

Mandeville: "Try that one again."”

Mandeville: "The abolition is permissive.”

;Satrerthwaites - IWelljp-asmlcunderstandzits therelares twons

Satterthwaite: "...they would rely only on the bonding."

Zif-the boidFfoutstanding--which~will- use-up-more+than

and recreation to get the additional nickel by mistake
or even by design. That we are not intending to do,
and so we are going to...to eliminate the recrea...the

abolition, recreation on an annual basis.”

as a result of the issuance of bonds, not as any direct

tax rate for creating a cash fund?"

routes now. One, you can impose a five cent levy and
get yourself a pot of money to use as a working cash
fund. The other route is the bonding to get a working

cash fund, so you're saying..."

the nickel rate. So long as they have this laxge

-~ GENERAL ASSEMBLY
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amount of bonds outstanding, they will never be able to
use the nickel rate, If they ultimétely pay off all
their working cash bonds that are now outstanding and
if they do not aboli;h.the working cash funé, they
would then have a nickel annual rate that they could
use, but that's all existing law."

Satterthwaite: "Thank you."

Speaker Schneider: "Now, Mr. Skinner. Name your poison.”

Skinner: fI would like to kqow_if we may have the copies of
the management 1etters.from Arthﬁr Andexrson fo;'the

last 10 years?"

Speaker Schneider: "Who are we talking to?"
Skimner: "By tomorrow.T . . . o )
Speaker Schneider: "Cal, who would you like to address? To

me? I can't aaswer that.” - Lo

Skinner: "Well, I don't know. Whoever thinks they're in the
driver's seat."

Speaker Schneider: "Well, give me a chance. I've got the
mic, but I can't get you those. The last 10 years?”

Skinner: "Yep."

Speaker Schneider: "If Representative Bowman has them, would
he cough them up at the appropriate time, which is
tomorrow? Further questions? Cal..."

Skinner‘ "Well I asked Jim Edgar yesterday 1f the Governor

- - ST B e I L

could get them, and apparently the Governor doesn' t

have that much power over the Chicago School Board."

Speaker Schneider: "Or Jim Edgar for that matter.”

Skinner: "That was two days' notice.”

Speaker Schneider: '"Here comes Mr. Schwartz on the question.”
Schwartz: "Can you wait a minute and a half so we can give you

.;Speaker<86ﬂneidgygn fW§q§>gLse} Cg%?. Apyone else?” . ...

Schwartz: "But we.got the Membership.”

e e i |

Skinner: "The second question is whether the...how many
/\ GENERAL ASSEMBLY 1-10-80
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schools can be closed in Chicago if Chicago operatés
under a year round school system si@ilar to the
Bolingbrook?"”

Speaker Schngide;: "To whom-would you-like to direct that?
I have no one in front of me. Chalkie, maybe, but..."

Skinner: "Well, he probably knows more than...well, never
mind. Is...I don't know. Somebody from the School...
does anybody know..."

Speaker Schneider: '"Mrs. Rohter.”

Skinner: "...anything about...someone who knows something
about the Chicago school system."

Speager Schneider: "Now, that's a challenge. That's a
different questlon. Does anybody know Mrs. Rohter?

PR o IR . e rmie it me tken v e o eemmeem s . AT RN o vy

When you see her, if you do, direct her to the podium.”

"

Skinner: . '"Well, I_asked her .that question...". . .. R

Speaker Schneider: "No one's here. I...I'm..."
Skinner: "I asked her that question out in the hall.
Speaker Schneider: "She's tiedbup at the moment, too. Will
arrive shortly. Can you think of a question for Lee?"
Skinner: "Lee, how's downstate getting ripped-off?"
Schwartz: "I'm happy to answer that question, Mr. Skinner.
Downstate is not being ripped-off at all in any
way in this Bill. Thank you."

Speaker Schneider: '"'That was too easy. Any other? Cal, we

- got a lot of people.

Skinner: "No, I think it's fairly...fairly important to know
what the Arthur Anderson Company has been recommending

over the years, and it seems to me that it's probably

important enough to even find a plane coming to Springfigpld

from Chicago tomorrow morning to get them here, unless

vote fot:th

Those are my only questions, Glen."

- 'i'eé-has indicated to me that__

Mrs. Rohter s on the phone, and as soon as she is
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available, which we think will be shortly, would be glad
to answer the questions if you want'to delay your
questioning.

Skinner: '"Sure. 1'11 pass.”

Speaker Schneider: "All right. Emil, you want to try? Emil
Jones. Represefnitative Jones."

Jones: "Thank you, Mr. Speaker. I do have some questions I
want to ask, but in view of the fact that the proponents

of this legislation does not see fit to be out here

where the Membership can ask them questions, we have
been here a long time as well as they have, but this is
a very important pilece of legislation, and I would

“suggest to you, Mr. Speaker, to instruct the w1tnesses

to come out where we can ask the questions. I do have

e ~gOME questions,- but I-den't=see--anyone herewlvae ol o coomed

Speaker Schnelder: "Jell, I think that's very reasonable, and
I do also think that those witnesses are being un-
accustomed to eating on the run as we do so often. Who
would you like to...direct youself..

Jones: "Three of the witnesses. You can start with Mr. Van
Gorkum first. I want to talk to Mrs. Kate Rohter as
well as...”

Speaker Schneider: "Mr. Van Gorkum."

JOneS' “Yes."

Speaker Schneider: "Who else? Art Quern is here
Jones: "He can't answer the question.”
Speaker Schneider: "He doesn't want to. Oh, no. You're not

.you want Mr. Van Gorkum."
Jones: “Van CGorkum or maybe Lee can ansver the question.

One...here's a thing that concerns me with the legis-

!ve noticedr-that. :there 1s no . requlrement for. _

Members will have to be...reside within the City of

Chicago ‘Even ‘thé State of Illln01s .as far as ‘that -

matter is concerned, and how come you omltted thls

e
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particular very important aspect of the legislation?”

Speaker Schneider: "Mr. Schwartz."

Schwartz: '"The question of residency was raised in the draftin

It was decided by the draftsmen that that was a kind of
a question that the Legislature should determine, and
we're open to whatever it is the Legislature decides on
it. The draft just doesn't have it. If it's put lin,

I.don't think that any of the draftsmen will let it in
anyway..." v
Jones: "Well..."
Schwartz: "...it would denigrate the validity of the Act."
Jones: "Well, Mr. Van Gorkum could answer the question,

....~because .it..is very.important.because_this.new.financial

b
b

authority will have taxing powers. They will have

“éontrol . line item control over the budget, which inm
turn becomes a policy making power, so maybe Mr. Van

Mr.

Gorkum can answer the question. Van Gorkum."

Schwartz: "I'm not sure it's a question other than that the

draftsmen, as it approached 4 in the morning or 7 this
morning as we reread what we had done by 4 in the

moxrning, simply said we've got to get a document to the

Legislature. The document happened to be in...excuse

me...in this form at that time, and as I suggested,

the draftmen felt that it was a question for_the Le

is-

lature to deﬁide. If fhey wish to add residency, I...I

don't know that there is a..."

Jones: "Well, I see that you don't want to amswer the question

Mr. Schwartz. Maybe Mr. Van Gorkum will deal with

this."

Speaker Schneider:

"My, Van Gorkum on residency."

no requirement that the Board Members be a resident

1 eC i t&’:?t) £ CBie dgos-.Coun ty of.Cook,-St ate & £ ~I11

Now...now, it is conceivable according to this legis-
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lation that we could have someone from New York, Washington,

or Missourl on this Board the way this legislation is
drafted. Am I correct?”

Van Gorkum: "If that's.what it says, you must be correct."

Jones:. "That is correct, so let me ask you..."-
Van Gorkum: "I'm..."
Jones: "Let me ask you this, according to Section 34A 201,

this is the general powers of the Board. You will have
line item veto over the budget. Am I correct? For the
Chicago School Board, so with line item authority of

"

the budget you, in turn, will be...

Van Gorkum: "Now, wait...wait a minute. I don't have line by’

-z d4dne-veto .pawers-—I=only-have-the right-to approve  cr=rf

disapprove the budget in total. I don't...in fact, I

S refuse co acéefgyiihé by 1inew§é£6;}6wértm
Jones: "Well, it says right here you have the power to purchase
and sell real estate property to foreign offices, agents)
and employees, to lend and transfer money of the Board,
that you do have line item veto."
Van Gorkum: "No, no, no, no. That only has to do with the
operation of the authority. I can't do any of those
things for the School Board. The School Board's opera-

tion will remain exactly as it is now insofar as the

-educational ;process.is concerned. ~We willch

a¥eno.Tightps

grams, or do anything in that area."
Jones: "I know you don't have that right direct, but you have
1"

an indirect...

Van Gorkum: "We have a what?"

Jones: "It will be indirect."

Youw u‘s’e"-'t’h‘é:', x‘.:‘o’rd,‘ P

PO Al - wTh &3

dnefby%liné;ﬁdﬁ‘

somewhere along the -line there was a thought of this,

lﬂ}llveXFQPdéonkféﬁg;S?iiﬂé-
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is say you can onlybspend so much money next year. Now,
if they had intended to spend more, that will cause them
to have to reduce their total expenditure, but we're not
going to tell them how %6 do that. We're not going to
say you should eliminate the bilingual program in order
to have more school lunches or something like that.
We're not going to do that."
Jones: "Okay. Does!.the new Board have the power to recommend
. to the Chicago Board that they should increase their
tax levy?"
Van Gorkum:- "Increase their tax: levy?"

Jones': "Do you have taxing authority?”

=¥an Gorkum——!"Nov+ " WE1T5-weFhave "tdxing “adthority sy bur~only=to:

the extent of selling these 500 .million dollars worth

of bonds. We ﬂ;&é”no taiihg autﬁdfiE}ABe;égd;Eﬂg?;h'

Jones: "Well, in view of the fact that you do have taxing
authority on the 500 million dollars of bonds, don't
you think that it's conceivable that the Members of the
Chicago City Council and the Members of the General
Assembly should approve the appointment of the Board
Members?"

Van Gorkum: "I don't have an opinion about that. That's what

this Legislature..."

iy findODER 2. LA HOnTd, Y Ou ragqmmend,tgfrhgﬁd;a§te;smt§atwthis be -
V included in the language that the Senate shall approve
the Members appointed by the Governor..."
Van Gorkum: "No, I..."

Jones: "...and the Chicago City Council shall approve the

Members appocinted by the Mayor?"

Van Gorkum: "I wouldn't take a position on that. That is not
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Van Gorkum: "Well, let me put it this way. I know there's
been a great fear on the part of some...the people in
Chicago particularly that this new authority would
become ;-ecﬁoof c%ar aed would be running the:school
system. That is totally wrong, and for that reason...
that's one of the reasons they have not been concerned
about the residency requirement.  The School Board has
residency requirements, because it is felt, i assume,
that they want the people on the School Boarq‘to be
sympathetic and sensitive to the school needs of the
children of Chicago, and they have that function to
serve. This new authority will be a financial authority
only. [Tt will not operate in what you would call, .

sensitive areas. Therefore, I, frankly, think the more

to put in a residency requirement that you.have to live
in the City of Chicago, I would probably be delighted
to have you do: so, because then it would mean I couldn't
serve. I am offering my services, because I think this
is a vital program that meeds to be gotten underway if

the schools are going to stay open."

Jones: "Well, I'm not...I'm not questioning your ability..."
Van Gorkum: "I know that."
Jones: "...or your nature. The only thlng that I'm saylng is

that when you're talklng about revenue, you' re taiklng
about taxpayers in the City of Chicago, and they are
the ones &hat are going to have to foot the bill but
yet and still they may not have any say so, and this
is what I'm trying to get at.”

Speaker Schneider: "It appears that we've reached impasse on

- tHat-onéynaEmilioyou-want to:gogto.another,qpespépn?"v;

Speaker Schnelder.--"Okay, Representative Jones."

Jopes}""On SectlonLBE *7.4 whereln the Clty Treasurer vlll - no.

Van Gorkum: 'What page? What page is that?“

-~~~ q{mportant, 1if Jyou want my honest-opinion.:~if you want—-}
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Jones: "Well, anyway, this is a synopsis of it. I don't kunow

iwhaf page, but Section 34-74 whereiﬁ the City Treasurer

wil; not have custodies of monies raised for the payment
of-bonds{5éﬁalyhat4Qa§—the-reason for that?" .

Van Gorkum: "I think Mr. D'Esposito can answer that better

than I."
Jones: "Yes."
D'Esposito: "The purpose of that Section simply is to say

that the funds held by the authori;y should...will not
bé-deposited‘with the City Treasurer."

Jones: "I know what it says. Why?"

D'Esposito: "Why? There is no need to do that.”

Jones: "Well, what would happen to the funds’ Who..."

'-—D]Esppsit

D'Esposito: '"What would happen to the funds if they were

ooz -c..deposgited Wizh_xhe_ﬁlty_Treasuner.,.4“1_

e

Jones: "No, if they were...just...they aren't going to be
deposited according to this legislation, who will
deposit the funds?j Who Qill hold...have custody of the
funds?"

D'Esposito: "The funds will be received...will be held by the
authority."

Jones: "You know, currently the City Treasurer...Treasurer
deposits funds in the banks in the City of Chicago,

and you have some minority banks wherein he will

dep051t funds that w111 enable those banks to make
short-term loans to the people in the area. Now, this
the reason why the residency 1aw comes up and it's very
important, because the way the legislation is drafted,
you can take the monies and deposit them in some bank

in Michigan."

VThe m;ovi

i;h“reEPect to. deposit of funds
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Speaker Schmeider: "What is the question?"

Jones: "No, he's already answered the question, but I just
wigt to know why that provision was there? I see how

the Schoo;lf’_Bé;ard...’v;E" S et T .

D'Esposito: 'Well..."

Jones: "Go ahead."

D'Esposito: "The reason we decided not to deposit the money
with the City Treasury...City Treasurer 1s because this
is not a school district. It's other thanm a schodl
district. We see no need to do that. The money can
be deposited and invested by the School Bo...the School

Finance Authority.: As a separate unit of local govern-

emin —.——mient , it need not rely..upon the .city in that regaxd. .

Jones: "Okay, thank you."

i §$Z££E}‘52hheider$*’"Aii riéhé.”.Mré.-Rdﬁfef’EEE'}etﬂ?ﬁéﬁf:‘“;”
Emil, is that...?"

Jones: "Just a couple of short questions for..."

Speaker Schneiderx: "To Mrs. Rohter. Representative Jones
is directly down the aisle. All right. Proceed.”

Jones: "Yeah, Mrs. Rohter, you indicated in your statement
earlier that you have served on the Board for 9 years."

Rohter: 'Yes, Sir."

Jones: "And many other Members on the Board have served

_-anywhere from 2 years to 15 yeats, except fof.
appointee. :When this crisis came about...becaiie
to the public, I read some news accounts and listened
to you on radio and television...you indicated at that
time that you didn't know anything of this nature

existed with the Board."

Rohter: 'No, I'm afraid that you've been misinformed. What

éLL; éviaehtiy;fﬂgnﬂéomeﬁ$php61;ﬁoard-ﬂ§@pgré;;.a}

the School Board Members as far as that's concerned




didn't know what was héﬁpening with the financial aspect$

of the Chicago School Board. Am I correct?”

B Rohter: '"No, th;t's not quite_right. There were Members of

7 -fﬁe School Bqar&-who were, in fact, apprised.about the

inter-fund loans by the attormey in 1976. But, those
letters were sent only to the Finance Committee and
were not shared with the other Board Members."

Jones: "That's very strange that it happened. The reason
why I posed that question, because if you didn't have
any knowledge as to what was going on with the School

Board, I'm quite..."

Rohtér: "I never said that, Sir."

et e L S T GEER K RO ed g GoncBEINE- it findnelalT pictute T T
Rohter: "I'm sorry.”

T [ omea ikmeviedse comeerning the Fimancial picture of the

Chicago School Board."

Rohter: "Yeah, I...I really can't hear you because of the
noise around me. Could i ask yoh to please say it one
more time?"

Jones: "I said, did you have any knowledge concerning the
financial picture of the Chicago School Board as to the
problems that we are now faced with?"

Rohter: '"Well, I certainly knew there were problems, and I

B Ca ~—feonsinuedfﬁggaqnﬁgﬁﬁzegpseiygobiem§'ﬁiﬂheflT*ﬂiﬁgﬁhf:~;A fzo—r
i k;o; &as that thére were inter-fund borrowings of
restricted cash that was not to be considered available
for those purposes."”

Jonmes: "Just one other short question. T...at your recent

School Board meeting you indicated that the...the poor

student in the Chicago school system is making the
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rest of us so poor that we would no longer be able to
finance the education of the poor about whom we have so

much concern."

'Jones? "You said gbg:poosttudeﬁt;gogt.A,Dq you realize that
the state aid to the Chicago publié school system is
more than...for the poor student, is far greater than
that for the student who is not poor? And I can't

conceivably see how a poor student would bring about a

send additional monies to the Chicago publie schools to
educate those children.”
Rohter: ' "Well, I don't think that that's quite the way it was

said. I t 1nk _that what T was talking about was the

fact that the cost of educating children that are

those who are not disadvantaged of whom there are sO
as disadvantaged, and there are additional costs. If
there are not additional costs for educating the dis-
advantaged, why then would there be money that is
considered for that purpose? You can't have it both
ways."

Jones: "I know you can't have it both ways. I know you

cannot have that both ways, Mrs. Rohter. This 1s the

3 e Tase R SR AR ST ST T L

higher cost of ~education when we, in the State of Illlnois,

“‘“-W~J_dr§advantaged*isvcoqsiderabiyfhigherwfhanmi%;dsnfor-“éea_——~wa

few. The majority of our school system is now classified

reason why I went up here before the bhicago School
Board more than 2 years ago and testified that the funds
for the disadvantaged students should be spent on the
disadvantaged student, but you say fit, as a Board
Member, to take those funds and use them as general

state aid, and then when we changed the law just recent-

Yo you st111 see fic to take the
- - o

not indicated such."

GEIQEI{AL. ASSEiMlSLY
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Rohter: "I think that the money was, in fact, credited to the
general fund. You remember that there was discussion

about whether or not that was not where it belonged.™

Speaker Schneider::k"Furtheé'ihestions?" ) o

Jones: '"The only thing I'm éaying to you, Mrs. Rohter, that
for every dollar we seﬁd to the Chicago public school
system, we send $1.65 to the school system for the poor
children, and it would be who...you, as the President
of_phe Chicago School Board, to see that those poor
children receive those fuﬁds for their educational need.

That's all I'm saying."

Rohter: "It has never been proven that those children do not

receive that money, Sir. Never has that been proven."

Jones: "It has been proven, because I can remember I had to...

“Rohter: “MNoz—§irit-—-—- - : S e e

Speaker Schneider: "Could we...could we avoid the..."

Rohter: "No, Sir."

Speaker Schneider: "...confirming or not confirming kind of

debate? Any other questions, Emil?"

Jones: "No further questions."”




TSmO L T R T e s

125.

now Mrs. Rohter is here."

Skinner: "I am still looking for the management letters. Did
f?i;'—'1Y°9'find‘E'""?::.,.._, . »li:";‘ :jVWN
Speakér>§éhne{dér:' "She's onkthe phone."

Skinner: "Did you find a courier to bring them down?"

Rohter: "Mr. Skinner, you have an exaggerated idea of what we

are able to do. A courier for the Chicago Board of

Education? One can hardly find a clerk to go and get

sbmething."
Skinner: "Yes, well I know the ..."

Rohter: "I have..."

Skinner: ...Department of Transportation has a number of

Speaker Schneider : "Thank you very much. Representative Skinneqp

before we vote on this tomorrow. We'll bond a courier

Rohter: "Ten minutes ago out in the hall you gave me your card
with a note on it which said, 'May I have the manage-
ment letters for the last 10 years, the past ten years
by tomoirow?'."

Skinner: "Right."

Rohter: "And I said to you that I didn't know how that could b

possible. I would be more than pleased to dig out my

copies of the management letters and send them to you.

That Was 10 miﬁﬁYié’a hdTT 'w stlll here 1n"thls

building.and when I get home, I should be more than
pleased to send you those letters and any other in-
formation that is required by any Member of this Body
so that I can cooperate fully with you. I cannot do

it tomorrow."

"Well I would suggeet,that someone in the Thompson

have someone in your...that knows your flleS well

nough to pull them out I am sure that'someonegln’,

John Kramer's s op éan Oet a2l plane up th re and back.

Rohter: "The files that I have are in my home."

Aﬁl;nés which we .consistently buy them, and I m sure thaﬂ

thare are planes going betweea Springfield aad Chicago]_

it et fo s

h
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Skinner: "Is your husband home?"
Rohter: "My husband is not my secretary.”
Skinner: "Is he home?"

Speaker Sghﬁeideé&f'zﬁot at_éuf;eht raiés,.anyﬂow.: ﬁr. Skiﬁn;p,;;
she will try éo get h;r copieé to you, ana‘maybe
Mr..."

Skinner: "Well, with all..."

Speaker Schneider: "We can't resolve the problem tonight, Cal.
We've got the reqpest. If there are pgople.yho can
answer‘to that..;d

Skinner: "I thought the management letters were a better way,
a better thing to ask for than Arthur Anderson's

R . w—.—-head on a _pike. _And.they told me that the:letters, =l

exist, and if...from what I have been reading in the

i o e e e 55 2

et TR e e e e ¥, TEHET fOGERGLE, . . the foofnote in the" audi

could not be seen by the Chicago School Board. It
was a very small footnote that indicated that there
were interfund transfer;. But the auditor in the back-
room suggested to me, on the other hand, that the
management letters from 1975 were extremely explicit
in their warnings about various financial shenanigans
by your staff. I think they're a relevant part of the

discussion, and I disagree with the Leadership of both

sides of the aislg,> both Houses that we ought t.

iﬁvestigaté this after we bail you out. I‘thiﬁk>§é'odght
to investigate it before we bail you out."
Speaker Schneider: "Alright, there's a quick conference by the
‘ podium."
Skinner: "Anyway, I'1ll get them sometime after the Bill passes

My second question is how many schools are going to be

1osed?!

P I

‘hose ‘néwspapers, ;4id Dewéy was president at

time. So I really don't know how many."

Skinner: "Well one of your superintendents, Mr. 'Hanan', by nage,

1-10-80
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saild 2 years ago, I believe, that 50 to 100 schools should
be closed. And I don't know how many have been closed
o L 1n the last 2 years."
kéhtér:A "Nowhere near “that amoufit- I'dhlquite é;nt;in.v"
Skinner: "Have you considered going to year-round schools so
that you could, and I don't mean,...l mean you would
keep the schools in operation all year-round. The kidg
would only go 180 days, so that the schools you had
- . would have an incréased capacity by 1/3 so*that yoét could
cut the fixed costs of your plants substantially.”

Rohter: "You know, I'm sure, that there was a program of that

kind in Romeo, Illinois."

e N s s -

Skinner.' “Yes,.&:agi?:

Rohter: "And we went there and examlned that, and along about

1972, we in fact went to the extended school year. Anl
it was proposed that that would save money. But 1t
did not. It didn't save one penny in Chicago. It in-
creased the costs of operating schools, and subsequent]ly
we closed the schools that were operating on vear—-roungd
and returned to the standard school year of 39 weeks."
Skinner: "Well I also know that the first question that was
asked to my constituent, Mrs. 'Leedman', when she made

a presentation presumably...I presume to some group

TR T T Ty chied 1 admlnlstrators,“incTuﬂIng—FEOPIe ~Frow CHIcagps .

the question was, "When do we clean the Venetian
blinds?', which blew her mind because banks seem to
clean Venetian blinds even though they are opened

year-round. Now common logic would tell you that if

you operate a school 12 months instead of 9 months,

you will have greater utilization. Logic will also

“You- hake'VOur Head wo

Rohter: "I'm sorry, that you have that doubt. I don't have

anv dounht ahaut that at all."

ASSEMBLY _.
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ildren.. What gggggggmwas everyone opted

Skinner: "That's quite obvious, but beggars can't always be
choosers.”

Rohter: '"I m not a beggar.

Sﬁinner: "Hell it~ appears to ‘wWé that the Ch1cago school syst;m
is a beggar here today, dand if they aren't, they ought
to be."

Rohter: "Well, I will respectfully disagree with you, Sir.

But I will tell you why it costs more in Chicago if yoy
Qiil alldw me that dodfiésy{"

Skinner: "Please.”

Rohter: '"The original plan was that the children would go for

] the prescribed number of weeks, each one group for"that

1 ’ num%e;;‘;;£<b§ keepiné open that we could serve the
additional children..
to go in for “tutoring, so every one of those children
was in fact going the whole year, and it did not serve
the purpose for which it was intended.

Skinner: "Well why can't you say they can only go.9 months
a year then?"

Rohter: "I beg your pardon."”

Skinner:

Rohter:

e

"Why can't you force them to rake a vacation...one cof

the quarters'bff?"

"I don't know that we couldn't. I think that there

“were parents parental

Skinner:

R S Yo

o
considerations and concerns that

were adraft, and there were children in the same famililes
that were going on a different schedule and because so
many of the parents were disadvantaged and workeﬁ. There
were a whole host of reasons why, but it did, in fact,

in Chicago cost more money, and that can be documented.|"

"Well, it-would seem to me that if one were able to

thdsé 100-150 schools and the other non-teachers who don't want td

be called administrators and save money. And it's...you know,

vou are going to have . a hqu time finding-the woney t t

(}EffEllAI_ ASEiENiB!rY
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you have to save, and I think that with some restructuring

of the idea, that it can be made to work. Because

people...you know,»school kids just do not have to

have the summer off to throw hay up on wagons any more

Rohter:

We're in the 20th century now, not the l9th century,

and I think it is time to move beyond the agricultural

school calendar into an urban school calendar.”

"I know that we have given some thought to adjusting the

Skinner:

Rohter:

Skinner:

Rohter:

Skinner:

_.__makes a distance between schools, that far that.it will

school calgndar so_ that we would be closed during -

that terribly cold period of time when the heat costs

are exorbitant, but I do want to suggest something

else to you. If we close schools in some areas . and

e e ]

require transportation, I think that there will be

sees—tg o problem there™ We currently §pemd™$38,000, 000 & =="T="="

transportation now." R

"Well, I may have been misinformed, but I have been

told that 96% of the population of the City of Chicago

is within 3 or 4 blocks of the CTIA line, and I don't

know why,...I mean, if my district were that well

served, my Catholic schools would not be going up for

grabs over Bills like Senate Bill 101."

"Well, I think part of it is that so many of the childgen

in our system are impoverished and do

B e i 2 v o

receive transporation costs, courtesy of the taxpayer.'

"Well they get bus fares now, so that means 30¢ each

way, 60¢ a day, and if they're that impoverished, give

them the 60¢."

"All those 60¢ add up. That's part of our problem."

"Well I...it seems to me that when...if one did

reducing cost, but I think that one has to be very cara-

_ful ashout making precipitons judgments on how to do that.

GlZNEl(A[, ASSEMBLY - -
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Speaker Schneider: "Any further...?

Iskfaner= ="

130.

One_of the things that we want to do is make cost cut-
ting that will produce dollars. And there is some

question about c1051ng some schools. What will we

do with them7 Theré isn t a market for them. ‘They'}e
a single purpose building. Then we have vandalism
costs. No one in the City of Chicago has offered to
buy any of the buildings that we have closed. AThey're
sitting vacant. They are an attractive nuisance. They're
targets for vandalism. All those concerns have to be
considered."

"Well..."

ST - your ~§cHoolsdieas “o1d a8 the Sné rhar-ha ===

“been turned into an apartment building in Huntley

and 1f...or if your échéols are as new as theones‘
in Elmhurst, 1/4 of which were closed by a superintendent
that has just taken over the Carpentersville school
district, I think one can be creative. I would suggest
that there are Members of the General Assembly, and I'n
perhaps only the loudest or the one here on the micro-
phone right now, who would like some indication that

you're...that you really are going to do some cutting
And if we are being asked tomorrow to make a precipitoys

~decisiony%15mean~it=is'really-precipitou33~I;mean;rﬁkmz;::“?

I'm almost to the point where I'm ready to intréduce é
Constitutional Amendment to abolish the Legislative
Branch, because we serve no useful function in this
state. All the decisions are made without us, and all

we have to do is come up with the money or the legislaj

tion to ratify what the power of the elite of the

perhapy prec1p1tous suggestions on how you &an cut -

OUT. budgex»by $60 000 000 mlght be appreciated by =

]

...Mr. Skinner, I did not say that we weren't going

ta close any.school I said I didg'lt know how many

GliblE}lA.L AfSSIZhiBI.Y




Skinner: "Well, could you ask your staff...at the School Board

Rohter: "I would be pleased to relay that question to them on

Skinner: "Thank you."

Speaker Schmeider: '"Okay, thank you. Representative Kane,

131.

schools nor where at this time."

to’ determlne :how- many schools could.be. closed if. you want .

‘to-year- round schools*"“‘:pa:%wTﬁft“Zf

your behalf."”

- for Mrs. Rohter-or others?'" - - _ RS - =

Kane: "Is Dr. Mandeville still around?"
Speaker Schnéider: "Dr. Mandeville. Is that where we send the
state troopers?"
-~J:—~-KaneTﬁF“Send'the‘stzce-tfoopeisr”‘”‘Lﬁﬁ*‘;"f?‘_“;*“f*fr?ttigr$'TJ+“t
Speaker Schneider: "He's estimating '82 revenues. He'll be
il T back.r .‘f}avo‘l';‘éz-le. .. 82 . R S
Kane: '"Maybe if Dr. Man...how about Dr. Cronin?..." i
Speaker Schneider: "He's right behind you or next té you.
Joe, would you like to see if you can respond to these?"
Kane:

Kane:

A

Kane:

Speaker Schneider: '"Proceed."”

sstudents. Is .that a-xeasonable.ratio?-. And bow. would

Cronin:

"I1'd like to talk to Dr. Mandeville when he gets here

if he's still here."

"Dr. Cronin, we understand that there are some 48,000

employees in the Chicago school system for about 412,000

ok phot e TS

thaé compare to the ratio of employees to students in
the rest of the state?"

"There's about 20 thout...27,000 teachers and 21,000
noninstructional employees. I think the number of

students is higher than the number you use. I think it'p

in the vicinity of 450 to 460,000 students this year.

"Well, when you're talking about 27,000 teachers, how

GENERAL ASSEMBLY
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many of those certified teachers are actually teaching
in the classroom?”

Cronin: "They let...they...6% of that number would be adminis-

‘”tréfive peré@hnéluiiffﬂe éhiﬁééo écﬁools,;aﬁdAI would™

’ saf.éimost'QII bf ;he'oﬁhets are teaching. Thére are
some assigned on speéial projects. There are some
assigned to the offices of district superintendents.

In my mind, there can be reductions made, administrative
support a civil service staff, and to the teaching

staff without the quality suffering."”

Kane: "How many employees are presently in the central office?l
Cronin: "I believe it's about 3,000 if you include central
B __0office and district staff. . .0 . - oo e o sl
Kane: "Could that be cut substantially?"

~SroninT T YEy Tt g e SR A R

Kane: "...about noncertified personnel. As I understand,
there's about one noncertified personnel for every 30
students, which is about 50% higher than the rest of
the state average."

Cronin: "Yes."

Kane: "All of the talk that we've heard so far has been cutting

3

in teachers. What would be your reaction to cuts made

in the Chicago School District if the cuts are made in

.in teacher pers 17"

than the teaching personnel."”

Kane: "Would you make that a strong recommendation, or if you
saw that programs...teaching programs were being cut
unnecessarily, would you make that known and your strong

opposition known?"

been a reduction of some 70,000
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50 or 60. Perhaps, in terms of this spring, something
of the order of 30 or 40 schools would be reasonable,

but_there'sAabout 5 oiﬁ6 years of.,.qﬁ past.d;cision$

[l | IS that. have boen defeFred until this time, so perhaps 30 -

right now and another 20 or 30 in the next 18- months."
Kane: "Okay. What you're saying then is that there are cuts..
there are a lot of cuts that could be made in terms of

nonteaching programs in noncertified personmel in the

down teacher loads?"
Cronin: "Yes, these are, of course, local Board of Education

decisions, él;ﬁ;ﬁgh»Ethnszh;othiﬁance Authority w}ll

== =h ¢ pressing them in tetms 6f balancing the Budgef to

make...make reductions. And, I'm making these observa-

‘central officé district that can be made without cutting|-

PN

-~~- - happening, andTHoWw its. going to .affect. programss -and

tioﬁs; bath.in terms'of what we';;fseeing smaller cities
in Illinois do and also my most recent check to see how
did New York City make the cuts and did they come
exclusively out of teaching positions, or did they come
out of the nonteaching, and they came heavily from
administrative and from nonteaching positions.”

Kane: "I guess what we would like to see is some strong
statements from the Office of Education when those cuts
are made by the City of Chicago School Board on what is
where other cuts po;sibly céuld be made.”

Cronin: "That would be part of our ordinary monitoring pro-

cedure, so we will do that."

Kane: "Thank you. Is Dr. Mandeville here?"
Speaker Schneider: '"Pardon me, Doug."

Kane: "Dr. Mandeville."

YOubh%dhéyéﬂééf“&

Mandeville: "Very

closely."

L ASSEMBLY --:
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Kane: "Cash flow."

Mandeville: "Yes."

Kane: "Where it...there's a number of numbers that talk about
receipts,*and lt gets down to other recelpts.. . 4 *;

Mandev111e. ."Yes ’ ‘ ’

Kane: "What's included in thété"‘

Mandeville: '"Okay, that would be the...that would be the
categoricals."

Kane: "How much of that would be categorlcal7" )

Mandeville: "Boy, I'm not sure exactly. I could get you the
details, Representative Kane. I don't have it here with
me."

Kane'_L"WE{E g}se would be i there7"

Mandeville: "It would be any other receipts that they would

.~<-ywrgetAoirtheir;ount;%irom,mheinﬁown,sourcastq;hargmhan;T~y-_;;ﬁg
state aid.

Kane: "And what about corporate personal property tax replace-
ment? Is that included in tgere?"

Mandeville: "That would be in the other. Yes."

Kane: "That's in...that's in the other also?"

Mandeville: "Right."

Kane: "Okay. When it goes up from 199 million in fiscal '80

Mandev1lle

that."
Kane: '"Okay."
Mandeville: "I can get you the detail. I do not have it here

to 100...to. 232 million in fiscal '81, well, what's...

come?"

what' s...where does the 1ncrease

&

Those

-"Okay, those I'm g01ng to have to look at.

were Arthur Anderson numbers for the most part that did

with me now.”

Mandeville:

"None of that."

GENERAL ASSEMBLY
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Kane: "None of that?"

Mandeville: "No, the increase in state a2id is under the..."

Kane' "No, no, no, no, no. Increase in state dollars."

Mandev111e. "Oh...mf~5~t,:¥¥ O L :;».—

woule include categoritals as state aid. How much of
that 33 million is...is increased state dollars?"”
Mandeville: "I'm not sure. 1'11 have to get you the numbers.
1 don't have them with me.”
Kane: "Would...would you guess?"” v I
Mandeville: "I really wbuld prefer not to, because I'm just

not certain of how much is the...is the state aid. For

example, would you 1nc1ude in there the property tax

Kane: 4"But you salE“categoricals were in there. I wquld...IQ-

KRanpe: "Exclusive, be;aube that s bas:rally 1oral.

replacement or exclusive of that7" T I

Mandeville: '"Okay, then I would say...guessing I would say
less than half, but it's strictly a guess, because I
believe that the personal property tax replacement will

go up significantly on a fiscal year basis. In other

words, in fiscal year '80 they will not get a full year

tax. It doesn't begin untii tnxzs monta. The first
distribution."

Kane: "Okay. Could you tell us then how much of an increase

1lars that-ine sTate=45 Planning torputrinto s
elementary and secondary education for your fiscal '81
budget?"

Mandeville: "No."

Kane: "Why not?"

Mandeville: "It's not March 5th."

...a full annualized year's receipt of that replacement

GENERAL ASSEMBLY
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about making the similar assumption for the wvhole state
and letting us know how all of us are going'to fare?"

Mandeville: "The...the assumption here on general state aiad,

-1f that s your quest10n7"

: e e B e ey TN

Kane: "Yes. it
Mandevilié: "On éenergl‘éféteuaid."

Kane: '"Yes. Well, both."

Mandeville: "Well, on gemneral state ajid it's a 5% increase
and is approximately what has been given in the last
couple of years. That isvﬂbw it was derived. ‘Cﬁicégb'
has received about a 20...22 million increase each of .

the last couple of years, and it's derived in..."

Kanetﬂﬂ So, what...so _what.. LAf you re maklng that assumptlon

FACREIE N PP ANy S PR

then that you would...what you're saying is that you

‘k%~:—ryéwould—%dveyapproximatelyﬂJ5>millignzadditignp;zgq}$g;%fx‘

to general state aid this next year?"

Mandeville: "No, I will not make that statement. That decisior

has not been made. Five percent of 1.4 is about 70...
75 million."
?"

Kane: "So that you're basically underwriting that

Mandeville: "I'm...I'm assuming that the increase in the state

aid formula funding by the General Assembly will be

about 5%. I could be off."

Kane: "...and you have a 50 million increase. Are you...are..

are you saying that that the Governor is going to be

earmarking some 175 million in additional dollars to

the general aid formula..."

Mandeville: "No.”

has- in the’ 1ast ‘several years.

GENERAL ASSEMBLY
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Mandeville: "That is possible.if you do not change the formula}
They will get much more than this increase if you do not

change the formula,”

1o

“iell, thesd:figures:you-are assuning...”

géh;eidé;i¢>ths£voné second. We're winnigg;theAgdﬁcie
of attrition, but the noise level is creeping back up.
This is an important exchange. It does deal with school
aid, and the categorical portion, and estimates are
always part of our gnend%ng-pleasurg, Would you restate
" the question, aﬁd...?" ) S
Kane: '"Well, this cash flow, which is the basis of this plan

and this is the only way that it's going. to work, assumes
JER Y g ’

oo oo meeddoen . that Chicago .is going to get _amn additiomal 50 million . 4. .. .

in state aid in fiscal '82."

Mandévillé:s: "gh<uh," L

Kane: "We have made the determination in the General Assembly
in the last three years or so that Chicago will get
30% of each new dollar, which means that if the Governor
is assuming that Chicago is going to get 50 million in
additional dollars, then either he is assuming that the
total increase in state aid is going to be in the
neighborhood of 175 million dollars into the formula
or he is saying that Chicago is going to get a much

fisca}“f§2 tha

larger

SEL Vaslen

share of school aid in

- —- - -+ the case in the past."

Mandeville: “Neither of..."

Kane: "Well, which one is he saying?"

Mandeville: "Neither are necessarily correct. There..."
Kane: "You've got to go one way or the other, Bob."

Mandeville: "No, Sir. I beg to differ with you. There are




b
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Kane:

Mandeville:

138. -

indicated up above. That's one option if Chicago does::

not receive thatr amount of increase in state aid. Anoth

possibility, certainly, is that the EAB will_grow in

WO likeilt grew in the- last-year.

the‘next yqar on

property tax collected would be considerably hlgher at

the given tax rate. If you want to look at the aggregatp

numbers, I would feel more comfortable about those.

Alternatlvely you can.cut the balance down to zero if___ R

you wish."

"

"Okay, as long...

"Theres.." - e e P PUURPE R A

0O . NO05-N0Q MVQ::~%3Q=DQ£—£3

- Kane :—.'No.;.

line figure. I'm talking about the assumption of the

Kane:

R T {11168 18 S B

Mandeville:

I YR e AT TEure TRAL T IWas

told that the Bureau of the Budget signed off on. WNow,

that the..."

"I don't know who told &ou that, but we signed
off on, what I personally felt, was the numbers to look
at...were the aggregate numbers of expenditures and the
aggregate number of revenues. I1f you wish to...if you
then the

wish to make an assumption about the 50,

assumption that follows on the 50 is that you change the

formula in a _way. that it w111 beneflt downstate more

R TR AT R LS

than it will™if you™ do 1ot change it. because of"the
mechanism of the corporate personal property tax re-
placement and its effect on the formula.”

"The Governor has said repeatedly that this plan will
not take dollars out of suburban and downstate schools.

There is now a cash flow chart which makes the assumption

and given to Chicago, then the assumption behind this™




Kane:.

Jﬁ;ﬁhevfiié?

Kane:

&

Kane:

like 175 mllllon dollars, which 1s about 3 tlmes what

Mandeville:

"No."

Mandeville:. .

KapesmtEim=just ~tdlking=abouts the-assumption- of--increased—ix=i

Mandeville:

Mandeville:

139.

has to be that there's going to be a total increase

state-wide in general state aid in fiscal '82 of something

s happened.hlstorica 1y.. Now, elther thlS chart doesn t

make any sense oOrY dollars are going to come out of e
downstate and suburban schools.”
"0r they cannot grow by 70 million, or equalized

assessed valuation will grow, or the ending available...

", . .balance will be less. Yes, Sir. Would you

1ike me to construct another cash flow with the same

net result making different assumptions?”

state aid."

irie assumptlon TTof increased s

in fact,

change the

the premise that this Body would,

school aid formula at least partly. If they do not,

the 520 will be much higher at the...at the current

rate of increase from year to year."
"Tf the 50 million is higher and Chicago doesn't get
any more than it...than the share that we have agreed

then the total number of state

that Chicago should get,

dollars going to the general education fund is going...

wis also going ! to,hagevto "

to go up.

have.

w’

'"Well, I 'm...I'm noi...

"1h which case the Governor is putting himself the

position of saying that state aid to education going

to increase something like 200 million dollars fiscal

'82."

that agreement

"Yeah. I'm not sure that what

authority." l




Mandeville:.

Kane:

this authority?

- 140.
nsg?"

"Page 48. The state has the authority to purchase these

bonds. Why...why is that in there? 1Is there any...

dh&?ihtééf By: the stat®el to pprchésﬁ thé'bondéfiééﬁea"bf

Mandeville: "Pardon me, Doug. What line is that?"

Kane:

Mandeville:

Kane:

Mandeville:

Kane:

Kane:

public officers and.Bodi

chwartz:

"Line..."

"Page 48. Page 48...what...what line is that?

;'m SOTTy. Liqe 28 says»au;horize. I think hg's saying
the state..." . .
The

"Now, let's see. Starting on page...line 10.

obligations are hereby made securities in which all

1

this state and all politic

subdivisions of the state, etcetera, etcetera, etcetera,
.are.now -or may-hereafter bé:authorized- to -ftrvest -<dr-the
bonds."
"Right. I...I don't think that represents any
change. It's the currenf existing authority of the
Treasurer to invest in municipal bonds. There's...
there's no...there's no change in that...in that, except
that it applies to these bonds as.i.as it would to any
other municipal bond."

Could I ask

Mr.

"Okay. Thank you. Schwartz a couple

of questions?"

h"ﬁ;::Kaﬁe, do §6u'mind if T Bfing ﬁy 1aw§er, Mr.

D'Esposito, along?"
"Only if he agreed. On page 28 on lines 12 and 13

gives this authority the right to purchase obligations
by the city. Why is the city included as well as the

School Board?"

GENERAL ASSEMBLY
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Schwartz: "However...however, I agree with you that it is
not limited and in our technical redraft it should be
limited to that, and the point was made at some out-

ageous hgu:-last night ‘that it should have’ been. e

giiﬁpég:éﬂfqugh_rhe,pracks, and an Amendment will be—mx s

offered to limit it only to those bridge notés.”
Kane: "Thank you. On page 29, lines 9 through 17.h
Schwartz: "What...what page?"
Kane: "29."

Schwartz: "Thank you."

Kane: "Lines 9 through 17."
Schwartz: "Uh-uh.

Kane: '"What does that paragraph mean’"

Schwéftz:""There is a $40 000 11m1t to the federal 1nsurance.‘

Whar you want to provlde 1s tha*

authority has more than $40,000 andrputs it into the
bank, that in case there's a bank failure, there i;
something to make sure that there is no loss of money
by the authority and to protect it you are collateralizing
the amount above the $40,000 insurance, so that the bank
is required to show collateral to...to guarantee the
payment in case the bank wants ic. It is a tairly

standard provision to protect governmental entities

where they are depositing large amounts of money."

»the-authorlt} whe n=F s

‘ﬁhiéithétéygﬁ?m¥}ﬁui?§ﬁéﬁt*th
investing its funds or putting it into banks, checking
_accounts and so forth or short-term investments, that
...that they...well, it...it limits purchase only to
investments...any cash that they don't need...is there
any requirement that cash deposited in banks receives

some kind of interest?"

' gisericts, does provide, I believe,
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it's 30 days or 90. I forget which. Two‘days it is
now? Okay. That it be invested at interest and, there-
fore, that would apply to thls unit as a special dis-

tii“t,

uqlessAtherev ; me specific prov131on‘otherwise

T in fhis BiTTT

Kane: ."Thénk you."

Speaker_Schnéider: "The Gentleman from Cook, Mr. Piel. Who
would you like to question, Sir?"

Piel: "President Rohter, please. President Catherine Rohter
of the Chicago Board of Education. Is she abouté"

Speaker Schmeider: "The Gentleman from Cook, the tall, handsong

blonde fellow, Mr. Piel."

Piel' »ﬁThank yOu, Mr. Chalrman._ Mrs. Rohter, Just a couple

quick questioms. Nothing personal at all. I realize

S e e e - ———that—yo utre-in- ona-heck-of -a--positicn,—only-being=ln
about a month and a half and sort of taking the ball

as the presidency under such trying circumstances.

Can I ask how many parcels of land, and I'm talking
about not a specific, you know, lumping them together,
but how many parcels of land does the Chicagq Board
own? Do you have a ball park figure? I won't hold you
to the exact figure, but a ball park figure, please?"

Rohter: "You know, I don't really have it in my mind, and T

did not brlng that file with me today. I did announce,

either in thls HouSe-orzin  the Senate,fthat.there w111‘
be a meeting of the Real Estate Committee on the 16th
for an update of all the property owned by us, its
current value, and whatever kinds of monies we are

recei...realizing from their rent.”

Piel: "Do you have an idea of approximately, comparing the

GENERAL ASSEMBLY
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is not anywhere near the 600 facilities that we own.

Nowhere near that."

Piel:

"Do you have...I..:;can you give us an idea of- where some

y-that are not

£ the targes parcels ‘ol

_séy 2>6r 3 1argér parqeis of property. in Chkc

are used for something other than school purposes that

school buildings are not on?"

Rohter: '"Probably the best know is Midway Airport omn the

south_side of thcago.

Orland Park,

a suburban area.

I understand

some buildings in the Loop that we own.

that we own the land on which the Héliday Inn is

=. «w~~?located -on-the-near—west-side+"—

Piel: "The what was located? I'm sorry. I didn't hear. The

what was located?

Rohter: "The Holiday Inmn..."

Piel: '"Oh, yes. Uh-uh."”

There are some school...

Rohter: "...om the near west side.

former school buildings that we now use for administra-

tive offices."”

.I just was curious about the top

Piel: '"That...that's just..

2 or 3."
Rohter: '"Okay."

|.Piel;:  .'Can.you

}gll.mg‘hpw.many_gﬁughese

Teased right now? I mean, are the majority of your

parcels that are not school property being leased?"

Rohter: "I don't know of anything that is vacant, and every-

One of the problems that we

thing is under lease.

encounter is that many of those leases were entered

into many, many years

in fact, the agreed

ASSEMBLY
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"They are tax exempt. Basically, I...I will get down

to the last point. I won't take a lot of time like the

rest of the=people ‘have. Why hasn't that whén' the

e wieiallydikezthezOrland -Parki-property would .bela.natur.

were having...

1et s say 11ke the farm land in Orland, wh}ch.is a
prime area right now in...in the southwest suburban
area as far as purchase of property...why haven't they
sold some of these parcels that were not under lease

to gather mqygy? This. is thg thing that sopg-qf:..l
just heard about this morning that parcels, yﬁu know,
other than school property were owned, and I,-you know,

it sort of seemed like this would be a natural, espe-

position to really get out of a financial dilemma."

Raﬁter?"“WEIIZ“ﬁ?tEBEEEEEh“Héﬁ—hlwaYE"Séén that 1t 15 a very

imprudent practice to dispose of capital assets in order
to gain operating expenses. ; do, however, feel that

we should not be in the feal estate business as well as
those others that I mentioned, transportation, restaurant
business, recreation business, but I do object to dis-
posing of capital assets in order to gain operating
expense money."

"Yes, but...you know, what I'm trying to think of is...

;all tlghtr.the Chlcago‘School Board, you know, is

e IR L il e e

'obv1ously in the Clty of Chlcago. Like you go Sut to’
Orland, and you buy property, obviously is as an invest-]
ment...investment to gain money to, you know, either for
capitol improvements for the district for later omn or
for a, you know, paying off bonds or one thing or

another. And, this, to me, you know, especially when




rupt today, you know. This is.the thing why I can't
figure out why they didn't do it.”

Rohter: "I think that I agree with your positlon about selling

: have “any p sblen with':hat at a11

Piel: "Thank you very much.
Rohter: "Uh-uh."”
Speaker Schneider: "The Gentleman from Cook, Mr. Preston.

You don't have to ask any questions, but you're welcome

to."

Preston: -"Thank you very much, Mry Speaker. I'd like to ask

a question of Mr. John Perkins if he's still in the

chamber."

Speaker Schneider: "We still have about‘ten lights on, and
campsyous-know -therélllzbe debate-Lonorrovw on...ifive Long o
to a motion to concur or not concur. Mr. Preston.?

Preston: "Mr. Perkins..." ~

Perkins: "Yes."

Preston: "Mr. Vaa Gorkum indicated that he could not at this time
estimate what the cost of the authority would be...the
cost of running the authority both in terms of legal
fees, and accounting fees, and so on."

Perkins: "Right."

Preston' "Because there d be great costs inltlally during the

beginnlné perlod as fa float ng the ‘bond issue :and
so on. Has there been any estimate of what the cost of
the authority...the operating cost of the authority
would be during subsequent years...during the second
year and the third year?"

Perkins: "No, I don't think I could elaborate on what Mr.
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the operating costs ought to be rather...rather modest
in relation to the size of the whole operation.”
Preston:

"Well, just to give me some idea of the figures that

you cons1der modestm-are...are e talklng aBout a haif

dollar annual budget for the authority or something

far less or more than that?”

Perkinsg: "I...I really would hate to speculate on that, becausp

frankly, I have not done any homework on it myself. I
assume Mr. ban Gorkum'ﬁas done'éoﬁé'fﬁinking‘aﬁout.i{AN
and others have."

Preston: "A11 rlght. Mr. Perklns, has any consideration been

given durlng the deliberations at the Governor's

-

Mansion and before or after those dellberatlons to

— replac1ng the Schog; Board made up Loday of lay peop1e

with a professional Board made up of Members of the
financial, and the legal, and the accounting conmunity?"”
Perkins: "Senator (sic), there has been considerable talk,
as you can well imagine and as I'm sure you've seen,
about the question:of the composition of the School
Board, but as far as the charge to our group was, and
particularly those of us on the financial side, was to

try to work to develop a program to get at this prob-

lem right now and build a solid long...longer-term

AT _:uu.\.v.l.uuaj.,'—"r =~

—,:S?:

i e, i T
i fiRancial=bases™

the...

certainly think that that would be part of What
of what you and the Legislature and others here in
Springfield would be taking a look at if you look at
the broader problem once we get over this hump."

"Jell, considering that many present Members of the

Preston:

Chicago -Schgol ‘Board were also Members during the time
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Perkins: '"Well, it seems to me that that is a subject that
certainly is in the purview of you Gentlemen to address,

and certalnly is not my...I wouldn t think would be my

'ould be,a 11tt1€ impentinent;of me’

ell you.: ‘haw? ‘you. should : §tructure the Schoor ﬁoard'“

Preston: "Well, do you...do you have an oplnlon that you could N

give us on..."

Perkins: -"My opinion would be that thisimay be a good oppor...
fine opportunity to take a look at the duties and the
st;ucture of the Board and give a lot of thought to thisA
subject...a very germane subject."

Preston:_ "Could you tell us if the Continental Bank is present
1y holdlng any Chlcago School Board bonds or short term

5 e
notes?"”

_Parxings—.Yes, . they have_sone.

Preston: "And in approximately what amounts?"

Perkins: "We have not...we have not had a policy of disclosure
on...on individual items in the account, and I think
I'd just as soon keep it that way. We...we tend to be
in and out. We're underwriters; we're investors. It
varies with our tax position and other considerations."”

Preston: "All right. Mr. Perkins, under the terms of this
proposed legislation, do I understand that the Board of
Education could not enter into contracts unless those
contrdcts ‘ ‘ : .

Perkins: "I would really bow to Mr. D'Esposito and some of the
others who have been the technical details, but I know
that it is not Mr. Van Gorkum's intent...intention or
the others to have a situation where the Board takes

action and then there has to be a 30- or a 60-day




Perkins:

it's within the purview of the budget,
that initiative, but it's not a question of having a

. check and double check and second guessing.’

the.,.if';he'Béard_sah:fit_to let.the contracts, whag  |.
would the mechanism be to apprise the authority that the

Board hasn't, in fact, letted that contract?"

in the budget that have peen agreed u?qp,:thgy’d move. .
ahead, but.I tﬁink that;s sémenhing that T would really
prefer to defer to those who have read in the technical.l.
technicalisides of that-part.-
st~ perating..problem,~and obviocusly-needs=to--be~handledsinsgsmsmis

a very smooth way to avoid delays."

- 148, ol

they...they take

"Well; - Eﬁid‘the methanisn bé'fo;*:.,

"Well, I would assume if it's within the guidelines

I consider that an et

S Preston:

Preston:

Unknown:
Preston:

Unknown:

ST R
Gorkum if he's...

Speaker Scheider:

Speaker Schneider:

Van Gorkum:

 eouTd T ask a4 question of Mr. Van

"Sure."

", ..still here?” Thank you, Mr. Perkins."
"Mr. Van Gorkum:."

"He just wan...oh, Jerry?"

"Mr. Van Gorkum?"

"Right here."

"Yes, Sir."

Preston:

just 1iké to make the comment that I...T greatiy
appreciate the expertise and the time that you've...
you've given this Body, and...'

Van Gorkum:

Speaker Schneider:

1

"Thank you.'

" . .both today and previous...".

"Excuse me. For what purpose does the
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_today at least...that we could maybe cut the debate back

to three minutes instead of five. I think that's a

) reasonable request.~-h -

Well, there seems-to be some obgectlon on.:.A
_the Republlcan side there. n_'
"Well...well, I'm just trying to be reasonable about it,

Mr. Speaker."

Speaker Schnéeider: "All right. We'll try to hold it down..."

Speaker-fchneiders

"These folks.are tired, and some of them haven't eaten,

and I just think it's very unfair for us to...to con-
tinue in this...in this vein. Some of these questions

have been asked 14 times.'

point, but Mr. Preston has the floor now with Mr. Van

RSN ST PR CY i

"Well, =L think..the _Gentleman makes-a.good.. ;.

TagreETwith™ ThE Mino Tty Leader=a St s pot =

Preston: "I will try to be brief, Mr. Speaker. Mr. Van Gorkum

the provisions of this proposed legislation indicate, .
to they not, that the Board of Education cannot let
contracts without the approval of the authority. Is

that correct?"

Van CGorkum: "No, that is not correct.”

Preston: "And then what will the oversight of the authority

be to contracts that the Board makes?”

"The.School Boaxd must.prepare a budget. . They

cannot then ;xecute any contracts’ that are 'in v1olat10n
of that budget. -To give you the simplest example, if

they give us a budget on July 18th, 45 days before the
start of the new school year, that has in it an estimate

of 8 million...800 million dollars for teacher salaries

and three months later they sign a union contract for...
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Preston: "But what will the oversight of the authority be?

What will the procedure be for the ﬁoard letting a

contract? How will...how w111 the authorlty be notifled

thaf}

" have the authorlty,'at fhe “same tlme, be ‘able to

examine what the terms of that coantract are...say ‘no’

if it's going to go outside the budgetary cénsiderations.
Van Corkum: "We do have the right if we want to, under this
1egislation, to list cgrtain contracts which cannot be
signed without our appro;al. I'éxpect to uée ;gat
rather sparingly, because I do not want to set up a

huge bureaucracy to review all the contracts that they

_want to sign. I thlnk those that can be really important

and meaningful in the budget process can be determined

wopb 2 on s eratheroquiekly,—cersaindy- by therendsof thisnschooeeome
year."
Preston: "Mr. Van Gorkum, in light of the fact that many of

the School Board Members are the same people whb were on
the School Board at the time that the current crisis
was coming to fruition, do you not think that it is
irresponsible to have the School Board still composed
of these identical Members?"
Van Gorkum: "Well, I have no authority to change the Membership
of the_SFhogl Boa;d

nor would I seek that. If other

eople think “that-they-should be-changedy-that"

them. I'm not going to recommend that."
Preston: "Do you have an opinion, Sir, that you can show me?"
Van Gorkum: "I am...I'm supposed to function given whatever

the nature of the School Board is.”
Preston: "And you said that you estimate with any accuracy

fat _-the_




P i 151. = .
Preston: "...for the second year and the third year and so on?f
Van Gorkum: "No, there haven't, because I have to...I have the

problem of setting this entity up,vand I really, at

t's_goiné;td

fdr:exaﬁble,'about contracts.

take. - You ﬁéhtioned one),
If we really want to get actively involved in reviewing
contracts...they entered into hundreds of contracts every

year, I could have:za huge staff. I don't want that. I

want to get by with the minimum that I can, but...and

still do an effective job, and I don't know that much ™~
about the character of the job."”

Preston: "Well, the...the problem that I foresee is that the

same people, who are resvon51b1e ox had a p031t10n of

responsiblllty in the past for this cris1s, are going

oﬁ;tosbe;bhe;sgme;geople;;ghq;apegw;;haut;uhisggyg;siqyr -

going to be entering into contracts and making decisionsi
Van Gorkum: "No, there's one basic difference. There's going
to be a new chkief financial officer, and that chief
financial officer cannot be hired without the approval
of the Oversight Committee, as you call it, and that's
a very important statement. If we had had a truly
competent chief financial officer for the last four
years, the Board would probably not be in the situation

it is. At least, it would havehknown what it was doing

aﬂankoﬁih'nof

pl
Preston: "Thank you very much, Sir."
Speaker Schneider: "The Gentleman from Lake, Mr. Deuster,

who is going to try to confine himself to his Leader’s
‘two minutes, because he shook his hands..."

Deuster: '"Mr. Chairman, is Mr. D'Esposito around?

LM

“accountable to anybody? . I want...and I want

- -GIENE!(AL AASSENIBLYL




by saying this, whenever you give a group of human

beings some money they might mismanage it. So, we have

the ChicgngSchpol Board that. apparently has.mismanaged |-

‘now we'relgoing=ToT eontrols

aé Iwrgaq:

control authority 'to lo

6k ovqr_;hem and,
through this Bill, the only accountability I see any- . J
where with respect to the General Assembly'méking sure

that the control authority does what we have confidence

and hope that they will do, is on page 47, They are

going to give us a report. Now, to further expand on
my question as I pose it to you, the Mayor and the

Governor appoint this five-Member Board without any

s Gonfirmation by, the Senate,..any. involvement by khe ..o o

General Assembly. We have no way of removing them.

R e e T

although I have high confidence in the good work done
so far, they're going to last for maybe 30 years or a
long time. What are we in the General Assembly do?
What accountability do we have over their performance?’
D'Esposito: '"There are, it seems to me, two things. First of
all, there is the power of the General Assembly to
amend the law. Secondly, there is the power of the
Auditor General to audit the operations of the authorityj.

"I'11l direct. your.attention to page.44 with referencej

Deuster: |

You'1T

to your ‘suggéstion fhat we& canamend the law.

find on page 44 in line 28 the same provision we put in

the RTA Act that says the State of Illinois pledges to

the bondholders that we will not limit or alter the

rights and powers vested in the authority of this Act."”

D'Esposito: "We...right. So as to...it..."




-
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tive. I made the...I made the distinction between the

powermbf the Géneral Assembly to abolish the financial

Deuster: "Thank you very much."

Speaker Schneider: .YThe Gentleman from Cook, Mr. Ewell, for a

Ewell:

somethlng that I

he cm1rol functions 1n anyw y,A
think you can do, and I think the statutes should say so
specifically. In addition, the...the statute does give

the Auditor General the power to audit the operation of

this authority Just .as he_ audits the operatlons of any

other state agency."

"Yeah, Mrs. Rohter."

:gﬁéaﬁgf;Séﬁﬁéiaei" T want td“remlnd fhe Membars a8 well

the witnesses have been up late every night working on
these matters and have been before the Senate today and
the caucuses in the Senate and the House Republican
caucus, and these witnesses had a very, very long week
and days, and even Lee Schwartz has worked late at
night, and I think, really it's 20 after 11. Mrs.

Rohter:

"Well, if somebody else is up there first, I have just

Speaker Schneider: “wghe's coming."

Ewell: "I'm going to be brief. You can give me Van Gorkum
firstc."”
Speaker Schneider: "No, that wasn't aimed at:yous, Mr. Ewell’l’

Ewell:

I was just..."

"No, no, no. Well, I'1ll take Van Gorkum first. He's

Audit Committee."

GENERAL ASSEMBLY




“Ewell:

Rohter:

Ewell:

Rohter:

with trying to put in place a policy manual for a

Ewell:

Rohter:

“Ewel IN="Would the-rafiswet-be= that "ysu~audited aothing == =

Rohter:

154,
"The Audit Committee was constituted about 2% years ago."

"And in that 2% years, what did you audit?”

‘"I thlnk -that I explalned elther here or in the Senate_

billion dollar entity that never should have operated
without one."

"Would...Z#;g i s I S

"In the last year, 1979, most of our time on weekly

meetings went into putting together a performance

contract for fhe superintendency.”

M et o

of - the :Management ’ CommLtteer_was,taken upwprlmaxxly—~-—-w

"I beg your pardon."

Rohter: "Oh, the Audit Committee does not audit...

Ewell:

Rohter: "...The Audit Comm..."

Ewell: "What would you tell me and this Body...?

Rohter: "Do you want me to finish the answer?"

Ewell: "...what does an Audit Committee do 1f they don't audit
Rohter: '"An Audit Committee receives audits from' the outside

Rohter: "I can't tell you what the fees are.”

Ewgll:

"wOuld 1t be” LOIYELt to say that you audited noth;ng’"

"

"Well, what...?"

auditors."”

" Loden, JunhnxuznuLthaL_you palﬂpaqplp to._dosite:s

b1

but once you receive these...how...would you tell the
Com...the Body here approximately how many audit reports
you receive for outside help and tell us about how much

you paid for them, too, you know?"

Ewell'vv

"dké&.- Now, I hapben ‘to have had théfgbdd-fortﬁﬂe of




hearing the testimony in the Senate, and I listened

very carefully to all of it. Would you...well, let me

Jjust-.save that _.for.tomorrow But, let me ask_a couple. .

tell us."”

Rohter: "Real estate, restaurant, transportation, recreation,
health."”

Ewell: "Now, as I understood yOur testlmony from the Senate
side, that you were, to-a great degree, respon51b1e er
the selection of Mrs. 'Crusoe' as the now acting

superintendent.of public schools. Is that correct?”

|_Rohter: ."I.said and..say.now. .that_she was my.choice. -and my,

recommendation."”

YAnd= you...wéllt:iﬁ‘Ehé‘Seﬁhf%7§B&Léfi§5?iﬁ%ﬁiﬁiﬁ?§¥{%?
bit. You told us that you weet in and you had the
conversation with the Mayor and you made the recommenda-
tion when the Mayor asked you, 'Who would you'like?',
and you said, 'I'd like Mrs. Rohter...I mean, Mrs.
*Crusoe'."

Rohter: "Mr. Chew did not allow me to finish, and if you
would allow me to finish, I'd be more than happy to tell
you how that happened.

"Delighfed.

Rohter: “6?a§.- 1 weet'fo see the Mﬁyo}. Sh&asked me” what
we during about an interim superintendent, and I said
we were considering it. She said, 'Who's the candidate?
I said everybody has a candidate, and she said, 'Do you
have one?', and I said, yes. 'Who is it?'. Dr. 'Crusoef

‘Do I know her?'. I don't know. Would you like to

ot




Rohter:

Rohter:
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"No, there wasn't anyone acting in that capacity at

that time. There were several deputy superintendents,

one of whom was Dr. Bird."

of 48,000 employees, it was my understanding that’
somewhere 21,000 were in-classroom teachers. 1Is that
correct?”

"Someone made that statement, but it was not I, All
I said was that we had about 27 000 teachers.' i-aidAﬁBt

know how many..."

Rohter
Ewell:

Speake

Ewell:

Van Go

Ewell:

Van Gorkum: "It sounds kind of, you know...

Ewell: "All right."
Rohter- "...were actually in a classroom.
Ewell: "Well, someone did make the statement that there were

statement, so I could have them...? Oh, Dr. Cronin.

Thank you. Oh, all right. I'1l ask him. The...well,
Mrs. Rohter, you've had a very difficult day, and I'm...

T would ask that if I could now talk to Mr. Van Gorkum..

: "Thank you."
"Thank you very kindly."
r Schneider: "Thank...thank you. Mr. Ewell has asked
for Mr. Van Gorkum."
"Mr. Van Gorkum, when I was present in the Senate, was

tentative selection of the Governor and the Mayor to
head this Committee, and that was your understanding?"”
rkum: "Yes, I think that's correct.”

"All right.”

"
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Van Gorkum: "I'm not a doctor."

Ewell: "Oh, I'm...everybody on the Board of Education is a

doctor."”

Ewéli; "ﬁeil,1Dr..Van Gorkuﬁ;véne of.fhe ;Fh;rjéfobfems that
we had in the selection of this fimancial problem ;ith
the schools, it's...I understand that you would not
comment on who the Board ought to be or whether it's
wise to make a new Boaéd or anythlng of-that fashlon.
But, while you were selecting advice and consideration

upon the problems of the financing of the sehool system,

“wh1ch as 1 understand it is gpproxlmately 807 black and

Latlno,

did you have the occasion to talk to any of the

oo -blacks—whosmight-haverbeen—weld-inforned=inrtermsrof—r—ri:

finances?"

Van Gorkum: "I couldn't hear all of that.

It's kind of noisy
in here."
Ewell:

"Well, one of the things that occurs to me is that we

We had a Comptroller of the state by the name of Burris.
We had a City Treasurer by the name of Mr. Partee. We
even had an ex-Chairman of Appropriation here by Mr.

Barnes who's now Chairman of the CTA. A

point

had a past Comptroller of the city by the name of Burris}

were

we should attempt to solve this tremendous financial
problem?"”

Van Gorkum: "No..."

Ewell: "To your knowledge."

Van Gorkum: "Nobody was brought into the...you're talking

C "l . the’ answer to that-is mobody was: brought -

T

1-10-80
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into the discussions because he was black. There did

happen to be one of the people from Merrill Lynch. We

chose people because of their technical talents.

Ve had

"from the financial community. :One of those happened to.

be black. He's from Merrill Lynch. Wait...Merrill...

no...yeah. Laissez faire, but he's here because he's

from Laissez faire and not because he's black.”

Ewell: YExcellent. In order.to brief, could I.ask Mr..John

Perkins a question?"

Speaker Schneider: "Yes, Mr. Van Gorkum's excused. Mr. Perkink.

Representative Ewell from the County-of Cook. ‘He hasn't

asked—the..questionuyetall o pilcaiim 5 N U

"Mr. Perkins, as President of the Continental Bank,

hat Jou aré...in fact, I know tRat you are . g

very knowledgeable about tax matters and money matters
and the like. Without a tax increase, would you
recommend that these bonds that we anticipate selling
would be a good investment?"

Perkins: "The bonds, as they are structured, will be a good

investment.

Ewell:

Perkins:

Perkins:

"For who?"

"Hmmm? "

The..."”

"A good

a bank, an

such a way

the question of whether or not a tax increase is there

has been explained a number of times. The program is to

investment

individual,

that they are very sound investments.

for the investor, whether it's

or what.

They are structured in

Now,
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where there's been mismanagement, malfeasance, nonfeasante,

no feasance, and all kinds of problems. 1Is it your

- general practice _where this type of thing:-has_ occurred.

A'..per§ggqgl-giggheApegplgwwhg:hadﬁbeen~runninggghg,busines;?"v

Perkins: "I think you have to be careful about generalizing
there, because a iof 6fiit;:.ydgath;é;vtggethgf mgli
feasance, misfeasance, or perhaps problems of a market
going wrong_aqdioghgrith@9g§}-'Yqu also.generalize in .-
the sense thaF you're talking about people in a very

broad way. In situations like that, we...where we're

involved we-obviously look very carefully idnd we Iook ™

= e e e i Dvidda Tl y, Sve T Te0 K Tatt the Cireiis tamc e, Sandrsmems

we use our best judgment at the time. A number of those

cases would involve recommending, if it didn't happen

already, that perhaps there be some changes.” A

Ewell: "Would you look as snide at an Audit Commission who
only audited two things in 2% years?”

Perkins: "Would I what?"

Ewell: "Would you look asunder at an Audit Committee that

only audited two things with a budget the size of the

Chicago Board of Education in two years?"

Perkins: '"Well, I'm not quite sure exactly what what was

K;o;t doés not make audits. .It ;eviews ége audits in
the practices of the...of the Public Auditor, it directs
them to do certain things, there are programs that are

agreed upon by the Committee, and I'm just not familiar

with the practices in the...in the municipal area in

that much detail.. Some of our technicians are.

I know

Schneiderz.. "pr. Mandeville. _Repre...Representative

(LEQ@E&(AI¢TA&SSQ§DlBiGY-.




Raymond Ewell.”

Mandeville: "Yes, Sir."

number .of

Ewell: MAs,...I'veisheard the .other answers and to.a

Auestions-diza ‘numb er: .of-the- others

when you are computing the formula for state aid...in
other words, when the formula for state aid is computed,
" does downstate include for that purpose the cost of

their transportation in the computation of the amount of

__aid that they receive?' .

Mandeville: “Uh..."
Ewell: "Present.”

Mandeville: "I'm.not...I'm.not sure that . trans..,downstate.

.=_..transportatiom...'

Ewell: "...costs are.:.

Ewell: "...included as one of the..."
Mandeville: "...of the..."
Ewell: "...costs of...it's used in computing the amount of

money that they receive in school aid."

Mandeville: "No. They...no, I think the answer is that the
tax rate is included in the tax rate to determine
whether or not the school district has full access to
the formula...under the old formula."

Ewell: "Well...".

ormulai

Mandeville: "“That may become-irrelevant under the new-
Ewell: '"Well, under the...under the old formula, and I think
if you check with Mr. Stuffle and some people who keep

a close idea on'it, that the cost of transportation is

included in figuring the amount of aid to the downstate

School Boards. 1Is that correct?"

GENERAL ASSEMBLY.
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Ewell: '"Homm?"
HMandeville: "No."

Speaker Schneider: "Representative Ewell, let him answer the

Mandeville: "Let me answet it. The transportat. .the regular

transpoftation tax rate 1s part of the tax rate included

for purposes of determining state aid. However, the
current formula allowing full access without the same

minimum quallfying tax rate may make that an 1rre1evant

question., I don't know where you're 1ead1ng to.

Ewell: "Well, the...the relevancy is that Chicago does not get

a comparable deduction for the cost of transportation.

Wandevllle "But...okay. Yeah they were primarlly..."

[

downstate in figuring the amount of aid that they
receive."

Mandeville: "That may be true, but it is also irrelevant. The
...the...while Chicago does not share heavily in the
regular transportation, they have a playground tax
rate, they also have a textbook tax rate, and all of it
is irrelevant, because the tax...the remaining tax rate

for Chicago, even after the reduction proposed in this

Bill, is more than enough to meet the minifying...

‘;iﬁg,under

ddcess "

Ewell: “"Now, the final question. When you take a tax rate of
$2.11 and allocate 50¢ for the purpose of retiring
bonds, how much money approximately or what percent
would that constitute that the Board of Education no

longer has to spend on educational purposes?"”

GENERAL ASSEMBLY
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revenue.  That 'ls roughly 47 of the current operating
budget exclusive of debt consideratiom...debt service,
but I think it is...it is not, therefore, correct to

Poses,” becausevthe’SOc is’ subsequently usea to‘

leverage long-term debt which is used precisely for the

School Board."

Ewell: "All right. Well, finally I...there are other people..

just as Mr...or Attorney Esposito (sic)..."”

Mandeville: ~ "D'Esposito." -~~~ - B B
D'Esposito: "Yes, Sir." )

Ewell: "I know tomorrow when thls Blll comes through that we

won't be allowed to make Amendments from the floor,

because the Senate has already spoken, but to your o

kny lejge how, any te h ical Amendments ha have such

people as 'Chapin and Gohr' decided that we need in
order to make this Bill acceptable for the bondholders?
In other words, we know that ;omorrow we're going to
come up with a number of Amendments that séy, well, the
council for 'Chapin and Gohr' say that these bonds are
not salable unless we put X language in, A provision,

B subparagraph. How many at this time do you have?
Just if you can tell the Body."

D'Esposito: "I don't know, Representative. The..."

TEvell T herear

D'Esposito: "It is anticipated that there will be some
technical Amendments offered in the Senate."”

Ewell: "So, in other words, the Bill will be amended tomorrow

"

but...

D'Esposito: "Well, whether it will be amended or not is up




"Al1l right. And the final question, is it not true
that once this Board is in place it's got to stay in

place for 27 years, approximately, or at least 2

retired?!

i1th rebpect-to it3 debt service -requirements

* that's correct. I.have...I have..." -

Ewell:  "We are..."” — : L R

D'Esposito: "...made the point breviously, though, that it is
...it is possible that the control function of the Board
zould be abolished S;;fﬁé'denéréI'Assemblf.“ )

Ewell: "I understand that, and so...but.they could be worth...

D'Esposito: "And it still may...and they'l; probably be

solidified.:

"ﬁé'ré puttiﬁg a 27—year proposition into ﬁlace in one

T g =

B e 4

wonderful thing for this Body to be capable of acting

so swiftly and concisely. The final question is, f

know that since you're with the legal staff at all, did

they...do you have an opinion as to how many votes might

be required to make this law?”

D'Esposito: "I believe that's a question for the Chair, and
1711 let them respond to it."

Speaker Pierce: '"Yeah, I don't want executive branch

people telling us how to rum our Legislature, Mr. Ewell.

M
days ago. They've already told us. Thank you. I have
mo further questions."

Speaker Pierce: "I think we camn top that, though. The Gentle-
man from Cook, Mr. Gaines...speaking of top, Mr. Ewell.”

Caines: "Since Mr. Ewell and I come from the same district,
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Speaker Pierce: "ALl right. Who would you like on the firing

line?"”

Gaines: "Mr. Quern, the residents of my district have basically

been asking me about the conference that blew-up this
item that we're supposed to accept; pid the Governor
choose everyone who attended the meeting or did the

-Mayor have a voice in determining who attended?".. w

Quern: "Representative, we turned to the various groups that

had been involved in the discussions over the finahéing

- and operations of the schocls that we had ‘been working R

s oot pbo-cd nearpideNovenberswhensthewSchoo hrBoard=-camextomusyr

So, we turned to the School Board, to the Mayor, to the

nion; to tae I “itate Buporintends
Education, and to the two financial institutions that
we had been working with who had contacted us and asked
them to send somebody to'Springfield. This was after
weeks of trying to resolve this question, trying to get
people to agree, to cooperate in some fashion which
assured that risk would be shared equally oxr similiarly

with the state if a solution involves state action.

The focus of the conference was on education...excuse mej,

Al R3S -0 T
==

financing.education_.and it _was..on the emergency

-

who

51tJaE{B$fi‘fH;E s wﬁvaé wérkéﬁ GiEhAthoée“bEEbi
are most involved with the operations and the financing
of the Chicago Board of Education."

Gaines: "Well, that still doesn't answer my question. Well...
you're saying that the Mayor did have a voice in who

attended?"

the City Comptroller and State
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Treasurer invited, and the State Comptroller and City

Treasurer not invited?"

Staté-Cogptrﬁlltewas:..I’@ not -sure if -he was .

the phone."

Gaines: "He was not invited-"- - - - e -

Quern: "HeAQas not...in all of the plans that were discussed

at that time, he was not involved. We turned,. primarily

- jtphthose who_ha@ financial resources to

schools.”

Gaines: "What about the.City‘Treasurer? He's the custodian

to all the.wiall the funds.™s ~.o-v & = wmeoee oo

H=Querns " "He turneditonthezMayorfrom-thezbegin

invest in .the .-

]

from her who she wanted to represent the city.

VRS E e I IRV TS

Wets any Black

were considered?"”

Quern: "No one was invited on the basis of anything other than
their financial expertise or their expertise in the
operations and administration of the Chicago schools.”

Gaines: "Did it ever occur to the persons doing the inviting

that blacks should be included in the solving of the

i

Chicago school mess when 60% of the students were

black?"

"There was:-no -attempt ﬁp—splve-the-problgm over_ tl

ﬁé;kéna-in-zﬂebﬁgision. The attéﬁ?f'w;§§to find &
financing arrangement which would emable the schools to
stay open. If we didn't keep the schools open, there
never would be an opportunity to sit down and deal
with the educational issues.”

Gaines: "Well, the black community is quite concerned that




Quern:

Galnes:

Gaines:

Quern:

that used to go for education?"

levy which hae been used fof the operations of the

Gaines: .
"If we dldn t find a _way to 1end...to enter into an

Quern:
arrangement whlch would allow the schools to borrow

"The levy?"
Is that taken out of the part

"Yes, the 50¢ levy.

schools.
"Well, I thought you said you weren't involved in

Now, you're taking money away from educa-

education.
tion. You've reduced education. o
"Again, that was a f1nanc1ng problem, because there

was no mouey- for education.

"You..." .

Ll e

.The -educatioc

am rmoneys-: there arould  ne::noseducation.
was bankrupt.

Gaines:
Quern:
be reduced, but the funds would still be available for
education purposes.
Gaines: "But, less than what they would be if it had not been

indeed,
Is that correct?"

it is being reduced

fund,
"But, i
"The levy...if this plaﬁ were enacted, the levy would

reduced.”
"But, they would be available at a time to keep the

Quern:
schools open rather than later in the future when the

schools might-have -closed
"Does this not mean that the Chicago school children

Gaines:
have less of a tax base for educational services than

downstate school children?"

Quern: "No."
"Well, why doesn't it?"

Gaines:
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bonds, which would provide monies to be used for educa-

tion...operations of education.”

ly. Is that correct’"

Quern: "No, Sir. If you reallze that the moniés that will be
produced by the 50¢ reduction will produce botrowings
of 500 million, which in turm will be used for the

education of chlldren, you will see that there is no

reduction in the amount overall that will end up
serving the purpose 0f education. What has changed here

is that, at.the moment that we met, the schools had no_

continue to have no money. There would be no education

there and keeping the schools open.”

Gaines: "Well, 10 years ago they had a higher percentage going

for education. Is that correct?”
Quern: "A higher percentage of...7"
Gaines: "Of the tax levy."

Quern: "I don't know, Representative."

Gaines: "Before, tax levy was used for education 10 years ago,

and now 50¢ is taken off for a debt service. Do the

feel that the Chicago schools can run without the

cooperation of the black community?"”

Quern: "Of course not, Representative, and as T've sta...

Gaines: '"Well, what...?"

Quern:

angement,

people who stayed all nlght and all day at the Governor s

PRI

" _.and as I've said a number of times today and I

‘ghgy yould

-+This>provides-a=hopesrformgetting -money=ltnssomtmtansus

h. y honestlyﬁ

"

who was respons1b1e, énd fha{vtﬁéﬁdniy Q;& wé-could‘dean .




tion now and an’ opportunity’ for evetybody in’ the

_that _is a bottom line-look at the financing of educa- .-

Gaines:

Quern:

'.state...having the Treasurer 1nvest state funds in

168.

was to provide for emergency action at this time. The

desire to work out a means of enabling public education

in Chlcago to contlnue 1s -a- desire to prov1de stab111za—_

The School Board will

community to help settle that.

continue to play the significant .and central role in

making those education decisions. The control Board

will be a Board that will looks at the financing, and

tion."

"Why weren't minority banks included?"”

the Governor has said in public

"Time and again,

statements, -in many...in many, many comments that he-+=

was willing to participate in a program of investing

state aid certificates if the banks of the City of

Chicago were to come forward. We know of no other

banks stepping forward. We do know that the two major

banks came to us at the first sign of the crisis and

began working with us as representatives of the financiagl

community who had been working with the School Board for

years."
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Gaines: '"Well thank you, Mr. Quern. May I speak to either

-4l _ ... .Mz, D'Esposito or Ms

.. Rohter_

Speaker Schneider: . "Mr. D'Eeppsito is hefef_ Keep on the
case, Charlie."

Gaines: "Mr. D'Esposito, on Section'34 (a) 503, it-says that

' ‘the Conttol.Bpard:...or‘whatever Authority has-a
right to demand and direct the City Council to pass
_.an ordinance for...levy collection of; the taxes on .

all taxable prpperty located within the school
district. The City Council is an elected Bedy,

how can this Authority direct them to do anything?" ~

= Y ES P oS TTo T REpTesentdtiveT I believe If you Tead = Ehe ™ Tty

current prov1s1ons with respect to the tax levy of

T X Fe e s =0 e e

the Board of Lducatlon of the City of Chicago you

will see similar language. The Board of Education
as an appointed Body is not authorized to levy an
ad valorem property tax under the 1870 Constitution.
And some lawyers think that prohibition remains and
so it is required that an appointed Body have the
elected Body levy the tax."

Gaines: '"What happens if the City Council refuses to enact
such an ordinance?"

o anEsposito:“ "Thcy may. be. directed to.do so...and that may

be enforced in a court.'

Gaines: "So in other words, they are exercising legislative

powers then?"

D'Esposito: "No, the Legislature exercise...the Legislature...

Gaines: "No, you're saying that they have a right to make

the C1ty Council 1evy a tax.' ) ) ~

powers?"

D'Esposito: "You're...someone on the other side answered

the questlon by saylng that you are exerc151ng

1eg1slat1ve powers by author121n° the Board of

1.

Y




Gaines:

170.
Direction...the Board of Diractors\to authorize...

~to direct the City Council to levy the tax."

"Will.aﬁrefgréndum be:;edﬁirédé;
D'Esposito: "A referendum is not required for the issuance

of the five_hundred_m;llion dollars in this particular
Amendment."

Gaines: "Do you mean to say you are going to tax my folks

and not have a referendum?”

D'Esposito: "That's what this Bill provides."’
Gaines: "So, in other words, we're providing a tax raise
without referendum in this Bil1l."

 D'Esposito: "

presentatiye, Gaines, under

the construction of this Bill, the tax rate levied

by thies-Gontroli-Board “together yith=the teX ra résof~

the Board of Education is equal to the tax rate

currently levied by the Board of Education for

operating purposes."

"

Gaines: "But authorizing them to...

D'Esposito: "There is no referendum requirement.”

Gaines: "But authorizes them to raise it, does it notix.

‘without a referendum?”

D'Esposito: "It authotizes them to levy a tax for so much

as it's necessary to retire the principle and interest

on the bonds.™ -~ - I - - - P

Gaines: "Without referendum?"
D'Esposito: "Without referendum."
Caines: "On Section 34 (a), 510, the state agrees that the

state will not 1limit or alter the rights and powers

vested in the authority by this Act so as to impair

administrative action?”

D'Esposito: "I'm not sure I understand the question,

Representative.”

Gainés: ""Well, suppose two-years from now we décide that

1-10-80
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D'Espos

Gaines:

D'Espos

171.
School Board or whoever the authority, needs to
issue some additional bonds. Now would our...authorizing

;fﬁéﬁita'ffEEEEEﬁé?iﬂéffiéﬂaf?béﬁas~bé constried as”

impairing the security of other bond holders?"

ito: "No."

"Would this say that we.could nnt aboliﬁhvthem or
change their structure?”
ito: "I've answered that question on a couple of

occasions by saying that this would pfdhibit the
Legislature from abolishing the School Finance
Authority in its financing aspects until the bond

holders...the bonds have been retired. I do not

Gaines:

D'Espos

Gaines:

D'Espos

believe there is any such prohlbltlon against

changing the -control.steucture of the board-and-. ..o ..

the Amendments offered tomorrow, i believe, will
make that explicit.”

"It says, 'Authorities shall public hearings as it
may be appropriate. Does not the open meetings that
comply...and every meeting of public...”
ito: "The...with...there are two separate provisions.

There is a provision early in the Bill which makes

explicit that meetings of this Authority are subject

to the Open Meetings Act. In addition to that,
hearings to receive input in developing its
responsibilities."”

"So they can't hold secret hearings?"
ito: "They may hold secret hearings as any other

municipal corporation may hold secret hearings under

the.term

Gaines:

that apply to all 1oca1 governments would apply to
this Authority, yes."
"By Section 34 A-604, Abolition of Authority.

Abolished~:.as his obligations shall-be-fully paid.

1-10-80
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Is this a self-perpetuating clause? Can't they

continually make new obligatioms so that they will

dimperpetuity? i T

SRR

D'Esposito: '"No, presumably at the outside, the Board will
exist...;he Authority will exist for no more than
fﬁirty yeafs."

Gaines: "Well what will stop them from making a new
obligation?"

D' Esposito;:'"They_only have the autho;lty toEiSSué“up'to
five hundred million dollars worth of bomnds. And
they_may_nqt..."

Gaines: "When...what the bonds7"

D'Esposito: "They may not be reissued."

D'Esposito: "That depends upon how they are issued."”

Gaines: "If they are issued in sucE a staggered manner, like
most of them are, some Qill become due before others.

D'Esposito: "All right.”

Gaines: "Then when the first batch is paid off, then they
would have the authority to issue some more?”

D'Esposito: "No."

Gaines: "Why not?"

D'Esposito: "Because the Illinois law, unless explicitly

authorlzlng people ¢o 1ssue upon rétiremen E »f.f- s

principle, does not so permit."

Gaines: "So, they would not be able to encourage any other
.obligations? What about other obligations, such as
Bills?"

D'Esposito: "Such as what?"

D'Esposito: "They are requ1red 11ke every other local
government, to spend money only to the extent that they
have adopted in the budget and have funds gvailable

T «--. . for®that--purpose. -§o they -are not permitted to engage

1-10-80
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in installment purchases, to the bést of my knowledge."

Gaines: "Well what about real estate, would you put a

= =jf -+ ct-omortgageomit?t. oI e
D'Esposito: "The law would permif them to mortgage real
‘estate to the extent that they own it, yes.”

Gaines: "Well then couldn't they, half way through their

existence, put a mortgage on for thirty years and

extend their ex1stence fifteen more years?”

D'Esposito: "They...mortgage is ‘not a deflned obllgation.
Gaines: "You just said it was."
D'Esposito: "No. "The word obligation is capitalized and is

peclflcally deflned in the definition sec

oL NP,

the Bill to include bonds and notes of the Authorlty.

sk Gainestsr Now: how zpanz-bawzers.chave  drawn this. up-aud how == |

many lawyers went to that meeting last night? And
how many are going to be there tonight?"”

D'Esposito: "In response to that question in the Senate, I said
I thought there were from twenty-five to thirty
people in the meeting. I'm not certain how many of

them have law degrees."”

Gaines: 'How many that you know are lawyers?”

D'Esposito: "I didn't make a count, Representative."

Gaines: "About how many?"

AD'Espoéfto:L‘"There vere 1éwyets:repnesenbingwthe parties . =

in the meeting, which included Representatives of

this Chamber."

Gaines: "“Who are paying these lawyers?"
D'Esposito: "Presumably the people from the lawyer's work."

Gaines: "Are they charging the state?”

D'Esposito: "The state has retained a law firm to assist
us in this work, yes."

Gaines: “Why didn't they use the Attorney General's office....-

o The statute says.the~Attorney General shall-be..a.

1--10-80
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lawyer for all state officials.”

D'Esposito: '"The Attorney Gemeral is busy."

Gaines: .Jﬁis:ogficé'isn't. His office isn't. I can talkgﬂ' i
with him, why can't you? He'll answer you. If you
can't call him,. I can:and will. What I'm saying . - | - =
is that you have all these lawyera drawing these
Bills up and advising you-as to what is and what
isn't. So why don't give the rest of us time to .-
take it to our lawyers? I know some good law&ers."

D'Esposito: "Your lawyers had the Bill last evening,

Representative Gaines."

s TR e S BT Y S U E S h A TR T E RSt THe T HIWE 18 L0 CHICAEo. & oreyr ]

D' Esp051to' "All right."

"50 T didn't have time to go back- -But anyway

Speaker Schneider: "Do you have any more questions, Charlie?"

Gaines: "Yes. I want to know why they come up with this
Philadelphia 1awyer...oﬂligation and want us to take
it all in one night. All right. May I speak to
the Lady, Ms. Rohter."

Speaker Schneider: "Ms. Rohter. If Ms. Rohter is in the
sound of the Chair...and she is. Representative
Gaines."

.Gaines: ”Ms.rRohter,iagAyop, er:

Rohter: "Yes,

Gaines: '"Do you have another job?"

Rohter: "No, Sir."

Gaines: "And how are you supported?"

Speaker Schneider: "Charlie, really, I mean, the bonding

is one thlng...personal finances is another."”

she's coming from."

Speaker Schneider: "Mr. Conti."
Conti: '"Mr. Speaker, I thlnk thls is entlrely out of order.
v Now it's” gettlng late and now 1f we're golng ‘to’ get 1

-1-10-80 _
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foolish about this... It's none of our business
how she earns her living or what her husband does
- - L.or what_she_dges;m'Tﬁe probiem.héfé ;Qﬁight:is the

school crisis in Chicago. And I think we are getting

a little bit out of 11ne now. I've sat here for

four hours and llstened to thls nonsense. . I refuse
to listen to anymore of this."

Speaker Schneider: "Well Representative Gaines, if you

- just would you know, get dlrectly to the ‘quesfion

without the rhetorical notions I think we would be -

far more advanced."

"Well the people 1n

background of these people who drew up this Bill.

se-And. they.want-to.knowswho.are.they-responsitlestoss

Rohte
15 e

and who are they responsible to. WNow, Ms. Rohter,
do you know what amount of bonds that Mr. Perkins;
bank holds?"

Rohter: "I'm sorry, I didn't hear you."

Gaines: '"Do you know what amount of bonds that Mr. Perkins'
bank holds?"

Rohter: "Do I kncw what kind of bonds..."

Gaines: "The amount. You were on the Board at the time

that Mr. Perkins' bank, as I understand it, was

“given an opportunlty ‘to purchaseii.the only bank

given the opportunity to purchase a series of bonds

Speaker Schneider: "Are those school bonds?"
Gaines: "School bonds, yes."”
Speaker Schneider: '"School bonds. The answer is no."

Board from Mr. Perkins' bank?"
Rohter: "Is..."
Gaines: "Is there a Gentleman on the Board from Mr. e R

- Perkins! bank?" . = . . e . P
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Rohter:

"Gainesi+

Spéaker

Rohter:
Speaker

Rohter:

176.

"There is a colleague on the Board who is employed
by the Continental Illinois Na;ioﬂal Bank and Trust Company."
“"And they “erided up:ﬁilﬁvtﬁéfyoﬂfsf‘ Thénkf&éﬁi"
Schneider: "All right. Thank you, Representative
Gaines. Now Representative Bullock."

"Mr. Speaker..."

Schneider: "I'm sorry. Would you like to...'

"I think that it's instructive and useful for me

tb_indicate £o the Members of thé House that im - -

every issue relating to that kind of a vote, my
colleague abstained on the grounds that he might

very well have a confllct of 1nterest.

o

aker Schnelder' "Thank you.  Now, Representative

Bullock: "Thank you, Mr. Speaker and Ladies and Gentlemen
of the House..."

Speaker Schneider: "Who would you like to direct.your
questions to? Which of the various Members...”

Bullock: "“Well, I understand the little interpretation of
that, Mr. Speaker."

Speaker Schneider: "Pardon."

Bullock: "I understand the little interpretation of who I
would like to speak to. I was merely addressing

- - c=-i -1 the *ChairS®Fs- T-.Ti S e e T e - .:: ;_“._ ‘_:u:_.

Speaker Schneider: "Oh, all right. Proceed.”

Bullock: "Perfunctorily. I would like to ask the President
of the Chicago School Board, Ms. Rohter, is she
might step back for just two questiomns.”

Speaker Schneider: '"Thanks, Larry, I would appreciate that.”

,ﬂRohEepgaégggg;é

" _.I did opportunity earlier to speak with Mr. Perkins

like leave, so time really does not permit me to

ask all of the questions that I would like answered.

(}EPiEl{AI‘ A!SSEhlBl,Y




. the office.of its President.-.

outside and most of my financial questions were

answered. So the two questions that I'm concerned

z about relate more.-to. Board pollcy“and how-the:

Board conducts its business, particularly through
Earlier this evening,
in response to the Representative from Peorla s b

question, as it relates to the lack of funds coming to

the Chicago Board as a result of possible federal litigation
and. a desegregatiorn:suit. .. The qiiedtidn was asked,
and if I have my notes correctly, I think part of

your response was that you did not discern any

appreciable benefit to the school sysfem from such

e e B P =

% policy beifig: pursued “i7e.,, theé desegregation euity"

Now I wish if you mlght perhaps explaln to us, is that

Rohter:

kohiter:

Bullock:

Bullock:

position you are spousing?"

a statement of policy of the Board or is that a

personal observation that you are making at this
time?"
"I think that what I said was, very little educational
benefits.”
Rohter?"

"Could you embellish upon that, Ms.

"Welr, I dou't krow exactly what you would 1like

to hear from me. But the question, as I remember,

was, 'What would it cost?’ And I said, 'Untold millions,

with very little. educatlonal.beneflt.m 4There_isleﬁa_”

nothing to prove that sending anyone anywhere does
anything for them except to increase the tramsporta-
tion appropriation in the Chicago School Board
budget."

"Then does the statement necessarily follow, and

does not necessarily

public schooled integration,

enhance the quality of education. Is that the
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Rohter:

Bullock:

fact?"

Rohter: "For the new Authority?"

Bullock: "Yes."

Rohter: "I couldn't speak to that, Sir."

Bullock: "Has the Board uvf Education contracted the
services or has the City of Chicago contracted the
services of a law firm of which Mr. Don Rueben is

Lo LopaFt of TN TEU T oo T caTinr i Y

Rohter: "I couldn't speak to that, Sir. The law firm
engaged by the Chicago Board of Education for this
particular issue is Isham, Lincoln and Beele."

Bullock: "Has there been any affiliation at this point with

-Rohter'

178.

"Integration, per se', I don't believe it does

anything for educating. I think educating does

- something “for-ichildred:-But 'I“don*t know that R

anyoune can prove that who sits next to whom has
any bearing ‘on what learns.”
"Well, unfortunately, Mrs. Rohter, I'm from the

Southern part of the United States and I am a

product of that system of integration. And I think

quite highly of it. "I think that certalnly mlnorlties

benefit from that and I hope that one of these days
that representatives of the majority viewpoint will

But that s not for our

Tod TSRt St T

dlscu551on here this evening. Also I understand

tly. that e ither the Roard., .and-ox.t he_tayaor

has retained counsél for this new Authority, general

counsel and bond counsel. Is that a statement of

the Chapman and Culter firm?"

Sdth the»Baarduoﬁ_E

Rohter:

" bail-out"proposal?

"yell I would not characterize it as a bail-out.
But in this financial c¢risis, Chapman and Culter has .

not heen in touch with the Chicago Board of.Education.

1-10-80
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I can't say as to whether Chapman and Culter has
been in touch with any of the other principles.”
Bullock: - "Okay. ;Myvlastﬂqugspioni Ms.~Rohter. ' When .the
first reduction occurred in the.Board's bond rating,

what action was taken by the Board at that point?"

Or: was theré*#ctio& taken?h LT AR -
Rohter: "I do not recall any specific action that was
taken at that time."
Bullock: ~"Thank you, Ms. Rohter and Mr. Chairman.” - “
Speaker Schneider: "Representative Huskey."

Huskey: "Well thank you, Mr. Speaker."

Spgakgzwﬁghgeigegj _'Just one second Herb B Representatlve

Huskey."

rHoskeyrm=iWelkuthankyouwes LisNs: sRobterzwould-staystbere

I'1l save her a couple of steps back."

Speaker Schneider: "Ms. Rohter, you're back."

Huskey: "Thank you, Ms. Rohter. You're a very courageous
lady and I am sure this is a night that you will
long remember. But...but...and thank you, Mr.
Speaker. I was beginning to think maybe you were
haviag a little eyesight problem in your left eye.
But getting back to..."

Speaker Schneider. "Never in my left eye."

Huskey “Ms. Rohter, Doctor Cronin testlfled that youﬁhadkwmu_.a [

a reduction of some seventy-five thousand students
out of a possible four hundred and fifty-two
thousand or was that from...or was that the amount

that's left in students in Chicago?"

Rohter: "I don't...not hearing you too clearly. Are you

Rohter: "nght now, I believe, it's at about four hundred

and seventy-five thousand.
-Huskey:: “Four how,many?". .... ... - J o SR

“Rohter: ~"Four -hupdred.and . seventy-five. thousand. .-
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Huskey: "Four hundred and seventy-five, and is that a
reduction from five hundred and fifty thousand?
*w.Afnﬁhat point "did you~hdve‘a five -hundred aﬂ&;fiftyA. o $o
thousand enrollment?”

Rohter: "Well over the last few years it's gone down

about fifteen thousand per year. So if I.use that

figure, it would have been five years ago."

Huskey: "Was the Board aware.or had they been...had you

been posted on the enrollment of the...of ‘the
decline in the enrollment from the administration?"

Rohter: '"Yes, every year in the fall there is a report

T . . given on the student enrollment.” ,

Huskey: "Well, did the Board make any effort to try to

iy educest HESENGOR t--ofipersonnal=invreduction-andaa ot s
...close the school rooms of the....of the reduction
of the enrollment?"

Rohter: '"Earlier this evening I was asked that same

question. And the answer given to me when I

addressed it to the administration was that it is

not possible to reduce the number of employees
because the enrollment reductiova does not heppen

in groups. But here and there and it does not

significantly effect one classroom."”

Hu;key; "bo-you"f@élvﬁoﬁ thécewoh»ﬂayﬁefcgnrfiné:aﬂmégﬁéii?ih:

of reducing that...the classrooms and the personnel
that...that...to go along with the decrease in the
enrollment? Do you feel that the Board can do that

now without maybe finding extra excuses?"

the Boards =But in the face of no program at all,
it will have to take some things that were very

s . .. difficilt to--do and do them." - . . J N EP

T i FHuskey:- "Well tha® o thrank.youw'very muchs~-Mres Ross. . 1. mean,.i

1-10-80
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Speaker

Huskey:

:.Cronin step-up, if, I could, for-just a- mqr'nent’; "o

Rohter:

"I have...the lights that remain are Braun, Mautino

181.

Ms. Rohter. As I said before, you are a very

courageous lady. And I would like to have Doctor

"Thank you."

Schneider: "Dick, do you have a...yeah, well see,

and Dunn on the Democratic side. I believe, Johnson,

Vinson...All right. Mr. Huskey directed to Doctor

Cronin." = -7 . . L e e T
"Excuse me, my light was up. Doctor Cronin, am I
correct in your statement that there are seventy-five

thousand fewer school children in Chicago in last

= how long of timei™

o CEEL e et Tkl T L e E

Cronin:

Buskey:

Cronin:
Huskey:
Cronin:

Huskey:

Cronin:

Cronin: "Five or six years. .Ms. Rohter just verified that
[ " ”&‘figu;e'-; ST et I MEEE AT S et TG e e =

Huskey: "Is that correct." i

Cronin: "Yes."

Huskey: '"Doctor, are you...are you in power to audit the

- "Do you study it carefully?" : - - . T s

Chicago school system?"”

"No."

"Do wvou receive =n annual report of the audit of
the Chicago school system?"

"yesg."

"yag."

"Were you aware of the failure of the financial

plight of the Chicago school system?"
"We just went over the last two audit reports very,
very carefully to see what kind of red lights, what

vas

- authority for enforcing. th

‘there weére some
practices that were not according to general

accounting principles. - But the immediate supervisory

..the audits is.first of -y -
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Huskey:

Cronin:

182.°

all with the Chicago Board of Education and secondly
with the Mayor and City Council, who are mentioned
in the statute as getting the audits before they
come to the County Superintendent and they are ‘
simply filed with the State Education Office."

"So you have no jurisdictiom in that other than -
to just review it. Is that r1ght9"
"Yes. The only jurisdiction I have is to review
federal programs and to audit those, which™we _do
very carefully. And also to audiF tﬁerflow gf
state monies in the Chicago schools, which we do

each year, and when we find discrepancies we deduct

EReEmen 16 S T A KEtle A0 S tRENtE Necessary s We o s

do not have the overall audit respon51b111t1es.

Croain:

Huskey:

Cronin:

Huskey:

"W511;

article...going by an article in the Chicago Sun Times

by Royko, do you feel that éccording to Royko, that
if we had a board...and elected board of education

in the City of Chicago that this would have never
happened?"

"Well the Cleveland Board of Education has an

elected board and it's in a very similar jam. I'm

not sure that either method would guarantee a

bankrupt prooimcity school _system.”

"Would you favor an elected board...versus an
appointed board?"

"I think that's a decision for either the people
of Chicago or the General Assembly to make."
Thank

"All right, that's all...Mr...Doctor Cronin.
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Speaker Schneider: '"Representative Braun.- Time is up. Who
would you like to address your comments to?"
Braun: "Mrs. Rohfef; please.";
Speaker Schneider: "Mrs. Rohter. Anyone else be of help
to you? I think we'rg going to...she'll be along...
- show a movié." o '
Braun: "She's not here?"

Speaker Schneider: "Why don't you sit down, Mr. Walsh,

instead of arising. Very shortly. She's on the

phone. Would you like to ask another of the witnesses

a question?"

Braun:  Well, yes.,

Mr. Van Gorkum, please."

Speaker Schneider: "We will get Mr. Van Gorkum."

H=VanoGorkumt« “Yes; Matam:

Braun: "Yes, Mr. Van Gorkum, I know you are tired and I
only have a couple of questions."

Van Gorkum: "Okay."

Braun: "In your opinion, Sir, should not the present School
Board resign?"

Van Gorkum: "I have no opinion on that."

Braun: "Is it not normal practice in a reorganization of
this sort that the management team be responsible

or at least nominally responsible for management if

- .called upon to fesignbh;t I S - C e

Van Gorkum: "Well, if I...it seems to me that that's a
decision to be made by the people of Chicago. The
School Board directs their school system. If the
people of Chicago feel they are incompetent then they
should call for their resignation. I have...I am not

>eii:agquéintédv

that peopie like you know much better than I do how
well or badly they perform...because you're looking

at the quality of education."” o e

e =={ -Braun:’' "That"s correct, Sir." _
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Van Gorkum: "And I am not. I'm looking at...have they got

enough money to keep the schools open. So I really
have not concerhed myself with, nor am T qﬁalified
to pass on, the quality of the schools."
Braun: "Mr. Van Gorkum, are.you confident that the present
Board.ié capable of making management decisions
consistent with the mission given you in this

legislation?™

Van Gorkum: "In the financial area, we are going to leave
very little to their discretion. Our authority

extends to imposing on them, if necessary, given

M TS . Rohtexr Lacooperation=l donlt. expect oLt Orms i asm FEntal.In

be necessary, but 1f so we will see to it very

';zpfﬁﬁﬁ?iy:§i§1£§3333hfiﬁ§;§féféﬁé‘éh;vaEhéf”§§§%ffiﬁg
devices, including data processing reports, are put
into place so that for six to eight months from now
we will be able to monitor what they do so carefully
that they will find it very difficult to mislead us
if they wanted to."
Braun: "Mr. Van Gorkum, you stated earlier in...stated in
an earlier testimony that you came into the situation
because of your concern about the school. That being
the case, and 1in light of the #w;mal tra;k record of
" this presént Bdéra; ﬂo'yéd'iof'ihinkfﬁsir; that it~
would be appropriate for you to reach some conclusion
regarding the competence and the ability of this
present Board to continue?"

Van Gorkum: "Well I have a...I have an opinion about, let's

say, the total educational structure from a financial

educational product that they have produced. That's

where I don't have any competence. I would...I have

‘no authority td change the Schodl Board"s stTucturel™

7 Lét me ;Q§:jqiﬁ a?kitflé bit about Eﬁig.'nngglehéte-
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always amazed how this happened. There are a few

systemic problems involved in the School Boar&.
The School Board is selected...nobody on the School
Board is selected for his financial acumen. He's
selected because he-githe: represents a group, a
fairly substantial g}oup such as labor or something
else, or because he represents citizens who represent

the children in the .schools. 1T can well understand, . |.

for example, the Blacks interest in having a...Black
people on the School Board because it's their

children who are in the schools. So the pecople that

selected for reasons other than their financial

Ty T SR Ty T ER e SUp e TIT TSN enT Wil T BT s e 5%

always be chosen because he does not...because he's

an educator. Hopefully, he's the kind of educator

you would like to have. But whether he is or not,
he's an educator, he's not a financial man. Thirdly,
vou have an accounting system that the School Board
uses and all School Boards use which is very complicated.
It's more complicated than the accounting system I
You

use in my business to run a worldwide operation.

give all these things, and T have to start from the

beginning no mattér how we restructure the School ~

Board, I'm still, from a financial viewpoint, never

going to have on the School Board or in the
Superintendent's office somebody who is going to be
That's

very helpful to the financial situation.

why the office of...the Chief Financial Officer

to make sure_ that we can determine who is the Chief

Financial Officer. So, from a financial viewpoint,

I don't think-that if were to throw out “the~present -+ -~

School Board anmd have—one élected or have omes= ¢1.i
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reappointed, let's say, that we could expect that

their financial abilities would be any better. And

I want to emphasize, I don't say that critically.

The School Board's job is to run the schools. You

gan’tlget perhaps both sensitivity to educational

needs and financial talent."”

Braun: "Mr. Van Gorkum, were you aware that the former

~Superintendent of Schools, Mr. Hannon, had proposed

to the Board of Education specific cuts that they

did not carry out?”

Van Gorkum: "No, I'm not aware of that. I am also aware,

that

..1've never met Mr.

SRS

however, Hannon.

Mr.

I have no opinion about him at all. But I'm also

ssawareinesproposedscosthe~Boardandiithad-passedratniainis

Happpn,A.
on, ..

budget that contained in it a hundred and fifteen
million dollar deficit."

Braun: '"Mr. Van Gorkum, if I told you that Mr. Hannon had

proposed specific cuts in the budget that would have
brought it more in line with the financial realities

of the...of the resources available to the School

Board and that the School Board had turmed its back

on those proposals, would you then have an opinion

whether the School Board should resign?"

Van Gorkum: ~"No-’I"wQu-l"d'r;ot'-'.--.:-A‘gain;"y-m:\'re'talking'about

...I don't know what influenced them in making that

decision. I start with the premise, in other words,

that we will not have in the School Board and cannot
expect, given the other things that we really want

that we will ever have a group of broadly

them to do,

see any reason for you and I to bandy words around.

I assume you're dlssatlsfled with the quality of

most Blacks are that I know."<

the schod¥s,

Braun.:‘"Well-'appﬁgently *Blracks anéthltes today T e had_z..

1-10-80
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Speaker Schneider: "All right, let's give‘the Membership

Braun:

187.

...I mean the question, your attention as well as

the response." - j‘: R -

"I would dare say, everyone who is a...most people
who are consumers of the product produced by this
pafficﬁlar Béafd of Education are dissétféf;ed &ith
it. But let me ask you this question, Mr. Van Gorkum,
under what circumstances would you suggest that a

Board of Educatién,ithafvfﬁe Board itself, Would

be accountable for decision making ...that fluidness represented

gross mlsmanagement of the finances of the...of the

system7"

Van:aogizg.""Well T suppose “those people...it would ..let's

put l_ythis way

”hat's the ludgmeﬁt Lhe people

Speaker

Braun:

‘Van Gorkum: "No, I-probably wouldn't. I'm...this job 'is

of Chicago has ;o make about their school system. 1If
they feel that the...let's put it...the school system
has not been well managed from a fiscal viewpoint.

If you think that is grounds for dismissal, then I
think you should try to get them dismissed."
Schneider: "Further questions?"

"One last...well...I'm tempted to ask you, Mr.

Van Gorkum, if they were indicted would you think

they ought to resign?"

going to be hard emough, Ma'am. And I'm not going
to crawl outlon a limb and try to decide who did
what in this particular case because I don't think

I'm ever going to have enough facts to make that

decision. And I try not to make decisions without

£labsyoRAg0i0n:

o pursue it any £ .

I'm Jusf..jl'ﬁ'nofrééing
All right, let me-ask you this question. -Under the 777

plan that is worked out, 1f the 50A...1f the 50 cents

;property stax 1s .nqt enough to meet the debt service,-

1-10- 80
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then what? There is no limit, as I understand it,

in this legislation on the amount of the property
tax levy available to the authority."

kum: "That is correct. It's limited, however, by

the fact that we can only limit...only issue five

hundred million dollars. So we can only tax enough’

to finance five hundred million dollars. And the

50 cents was atrived at on the assumption

that 50

cents would be about enough. They dldn t knéﬁ {f.-MJ:

it would be 48 or 52 or somewhere in that area. "That's

where the 50 cents arrived at. But you're correct.

They re taklng an absolute 50 cents away from the

School Board and they re giving to the new authorlty

Braun:

' Van Gor

Braun:

T f#‘fhe;caxi&g:anthotityiﬁegessaﬁy;tugiundﬁfiiea

Van Gorkum:

Speaker Schneider:

hundred million dollars. If that's less or more than
50 cents, they still...they have that much power."
"So we could obstensively go into a situation in
which either the tax base in the city shrunk
sufficiently or the interest requirements for the
bonds went up sufficiently in which we would be
paying even greater amounts just to retire the debt
service without concomitant results in the providing
of education services."

kumr "If iF éo0éts 53 <dentsTfo fund_ thesé bonds a8 . _ ..

a tax rate then we would give up 50 cents and get

53, so to that extent there would be an increase.”

"All right. Thank you very much then, Sir.

"All right."

"A11 right. And now, let's see...

~-Rohter.:

J-Braum s

Board of Educatlon?"~

MWhy should I?" .- -

- 'u‘?»%,fdon "
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Rohter: "Why should I?"

Braun: "Well, for the reason that...I don't think that is
a matter of debate. 1In light of the present
financial crisis of the Chicago schools, I ask you,
why have you not resigned from thé ﬁﬁard?" .

Rohter: "I am not a part of the financial problem.”

Braun: "Are you suggesting then, Ma'am, that as a fember
of the Board of Education you had no responsibility
for the financial mismanagement of that system?”

Rohter: "As a Board member I have responsibility for every-
thing that goes on there, but I prefer to view myself
as part of the solution and not part of the problem."

Braun: "How long have you been a member of the Board?"

Rohter: "I've completed nine years."

Braun: "Then you were cert;inly éhere during the nine years
in which this problem developed?” ’

Rohter: "Yes, I was there for nine years calling attention
to the ppoblems that were being created by the over-
spending and the overstatement of anticipated resources|,
each and every year."

Braun: "Which gets me to my next ques:ion. You ave a member
of the Audit and Management Committee, is that
correct?"

Rohter: "Yes." _

Braun: "And for how long were you a member of that Committee?'

Rohter: "Since its conception, about two, two and a half
years ago."

Braun: "And what were the responsibilities of that

Committee?"

Rohter: . "To review the managment of the system and the

PSS R s e e ehamomedhg EedeMall e e ee E R e iR )
- o - - ===

v ==

audit reports."

e

Braun: "And specifically what did you do as a member of
that Committee?"
Rohter: "Now, let's see. The same thing that I answered

all of the other questions about that. And that was

1-10-80
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to try to put into place a policy manual ‘for a

billion dollar entity that was operating without one.
And for the most part of 1979, we spent time every
single week coming together to put together a
performance contract for the superintendency.”

Braun: "And so other than those two very specific tasks,
the Managment and Audit Committee undertook no
managment audits."

'Rohter: "No, that's not quite true. I said that was the
bulk of our time. There were a number of other
things that we did."

Braun: "Would you describe them please?”

P Y & 1 — - % s TU PSRRI S $ P

Rohter: "Oh, let me see. We wanted to jack up the secretary's

e L I thought that the Chaﬂymag_of the

Instruction Committee would do well to call a meeting
which hadn't been called for two years to review the
audit exceptions or the program audits of the
instruction program in the Chicago public schools.
There were a number of management things. I don't
have them all in my mind at this moment."

Braun: "Did the Committee issue reporcs concerning the
management and administration of the school system?"

Rohter: "Yes when there were reasons to apprise the full
membership we issued reports to them."

Braun: "Were internal reports generated within the Committee
for use of the Committee membership?”

Rohter: "For just the Committee membership?”

Braun: "Yes."

Rohter: "No."

Braun: "Memoranda?" - . -
Rohter: "No."
Braun: "Letters?"

Rohter: "No." :
Braun: '"Opinions?"

Rohter: '"No."

1-10-80
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Braun:

Rohter:

Braun:

Rohter:

Braun:

Rohter:

Braun:

Rohter:

191.

"How many such reports were issued'to the full Board?"
"Well I would have to refer to the record for that,
but each of them that was given to the full Board is
a part of the official record."
"How many would you estimate in the two years that
you were on the Committee were issued?"
"Oh, I really wouldn't want to hazard a guess."
"Try, please."”
"I beg your pardon."
"Try, 1f you will."

"No I won't try when I can't give you what I think

~would-be--an-accurate figure:.and I -really-canlt-reeadls

at this point. And I am not accustomed to giving

Rohter:

Braun:
Rohter:
Braun:
Rohter:
Braun:
Rohter:
Braun:

Rohter:

Braun:

“Fi{gures when 1 d5H E Knbw What [ am talking about."

"All right. It seems you didn't pay much attention

to figures at all, How often were...?"
"I'm sorry. You're quite wrong about that."

"I'm sorry, I did not mean to badger the witness, as
we say. How often were reports issued?”

"1 beg your pardpn."

"How often were these reports issued?"”

"Which reports?"

"Reports by the...by the Committee to the full Board."

"Whenever there was a matter that needed to come
before the full Board."
"And how often was that? Only in crises or on a regu-
lar basis?"

"I think you just asked me that, and I told you that
I could not give you a figure."
"Well, I'm-i;oking for a ;eriodic degcriﬁfion ofAtﬁé
times at which reports were issued. No, okay. Were
you aware, Mrs. Rohter, of the...that the ratio of

administrative personnel to the students was abnormally)

low?"
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Braun:

Rohter:

Braun:
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"The ratio of..."

"Of administration to students in the school system.
Were you aware of thatratio? We've been talkihg
earlier about the number of administrative personnel
in this system vérsus the number of students in the
system."

"Well, I think I called it to the attention of the

full ..Board on a regular basis."”
"Okay. You answered my next question, which was what
...what did you do when that came to your attention.
Were you aware that the leasing in property holding
practices of the system...of the Board did not conport
ss practices?"

— s . - =

Rohter:

"Well, that's a matter of opinion. And, as I

oo fod 13 —h-e—1 L WL N

Braumn:

Rohter:

Braun:

-‘are not really too anxious to renegotiate them. And

e digevdmsife

ad-eardierqgm—thes —can= 5
one bases them on the facts available at the time.
Many of those leases today look very, very bad but
at the time could have lookeﬁ very, very good. It's
like saying a house that you bought in 1952 was a
steal. When in fact it wasn't then but is in the
light of today's real estate market."”
"What, if anything, did you de¢ with regard to those
leases? Did you...did you every suggest renegotiation
of any of them? Did you every suggest that the
contract be keopened? Did you-ever suggest that some
other policies be undertaken with regard to present
leases?"

“"What we did was review them and we engaged a real
estate research corporation to give us a full report.

But a lease is a lease is a lease and people who have one,

in fact, ghere were some people who came in and
offered to renegotiate them on their own."

"Did you, other than authorizing a study regarding
the leases or consultants to look at these leases,

did you undertake any initiatives within the Board to
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correct the problems that you saw?"

Rohter: "Well it's a question of renegotiating a lease and
there were sometimes when leases...predated, indicated
that there was a time for reevaluation. And when
that happened, of course, we did and some of those
were increased. But more often than not, what
happened was that the lease arrangement decreased
because they were in an area that was now blighted
so we lost more money."”

Braun: "Okay."

Speaker Schneider: "All right. We would like to give Mrs.

Lo, Braun the benefit of the answers if we would just

vl PRI A P =Tl Tt ol DY Wt e el el To Tl ovr—snemin v o S

quiet down just a little bit. It is twelve thirty.

e e e e = nezCanod,~there will-te I thinksa-Reselition-dntroduced—f i

to do the kinds of investigative work that I thing
you are driving at. I'm not going to cut you short.
I'm just saying that I think there's going to be
another arena for that,sand you will be able to
participate there, I presume."

Braun: "Mr. Chairman, these questions go not...I mean, I am
not attempting here to undertake an investigation of this
mess of the school system. What I am undertaking is
to...is to satisify in my own mind what role this
witness, this proponent of the legisiation, had as
a member, as a nine year member, of the school board
in precipitating the problems that we are now
attempting to correct by virtue of passage of this

Bill. So I am going to do the best I can to shorten

my questions. I'm sorry."

“Speaker Schneider: "All right. ~Thank you. And will Members
please give their attention. There has been a
resurgence of the population, I don't know what's
happened here. Mrs. Braun."

Braun: "Ms. Rohter, were you aware that some of the vending

contracts led by the Board were abnormally expensive?"
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Rohter: “"Well, yes, but when I was I wantito make it
perfectly clear to you that in those instances I
voted no. And that was not unusual."

Braun: "Okay. What did you...did you do anything to correct
the abuses of those vending contracts?"

Rohter: "Well what is open to one Board member to do is
to call it to the attention of the Body, state your
objection, see if theré is support for it. And if
there is, of course, it's either withdrawn or deferred.
But when the majority of the Board finds it

acceptable, of course, the majority rules and your

objections arernoted but they don't have any real

effect.”

R == % e e e e T ey

+l-Brauni—-"Cextainly.. Were you aware that.restricted.

were used for purposes other than their proper use?"

Rohter: "When I read it in the Tribune."
Braun: "And you were not previously aware?"
Rohter: "No, that correspondence was sent to the Finance

Committee which was not shared with the membership.”
Braun: "Which was...pardpn?"
Rohter: "Which was not shared with the full membership."”
Braun: "Whose responsibility was it to monitor the tramsfer
of funds?"
Rohter: "Monitor, if we use it in the term that I think it's_
being used, it would be the responsibility of the

Finance Committee. But implementation of a Board

policy of course would be the administrative responsi-
bility."
Braun: "I'm not sure I understand your amswver. Are you

U suggestiigffﬁatAthewBoard itself .had no .fespomsibility | . .. _.]

with regard to monitoring the transfer of funds?”

Rohter: "No. As a matter of fact, what I just said was,

ﬁonitori{g I would view as a responsibility of the ™~

Finance Committee. But the implementation of a

Board policy, of course, is the responsibility of
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staff. That's what staff is therevto do."

Schneider: "One more delay. There's been a request

from Mr. Collins to be recognized...and for what
purpose?"

: "Mr. Chairman, we are here to consider legislation
in the Committee of the Whole. And so much of this
questioning is irrelevent. We're getting into an
investigation of past practices of the School Board
which we will be doing by a special Committee if we
adopt a Resolution. I think we could dispense with
a lot of thisduestimﬂng and stick to the legislation

that we're here to consider.”

Speaker

Braun:

Speaker

szsezadosthal

extraordinary

Schneider: 'Carol,

o1k

waited a long time and you are entitled to that

questioning, but if you could just kind of address
the Bill as we always try to do in Committee."

"My, Chairman, let me say in the first instance that
we are sitting as a Committee of the Whole primarily
...solely because this legislation has avoided
the normal legislative process which allows for public
the substance of legislation.

review and comments on

Therefore, in order to satisfy my own mind, and I
am representing my constituency, I feel it is
necessary to at least have these questions answered
to my satisfaction....at least have an opportunity

to have them put. We are having one crack at this

Bill. We will be given opportunity only to vote it

up or down. We will not have an opportunity to amend
it.
And I think that any questions that anybody asks at
this point in time would be appropriate given the
nature>of the ﬁrocedute emplbyed here.™
"Only to add to that, in all honesty as

Schneider:

a Chairman, you know in Committee we do not direct

We will -not -have an opportunity-to have it ‘heard.-.
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ourselves...other than the nature 6f the Bill. I
realize your concern and I know that it is important
to you. I would just emncourage you to try to work

to the Bill. So you've done a lot of the
interrogation already and if you would just do the
Bill I would appreciate it."

"Well...all right. Ms. Rohter, I have one irrelevant
question and one relevant question to ask you. The
irrelevant question is,.with regard to an answer that
you gave to a previous question, are you not aware

of or have you not read the decision of the Supreme

Court in Brown verses Board of Educatlon whlch found

as a matter of fact, that dLsegregatlon does have

Rohter:

Braun:

Rohter:

. demonstxable_affect on.the quality-of.educario

is provided?"

"No, I was asked an earlier question...the point
that I made, wanted to make and have made many times
on- the Board floor, is that it doesn't really make
any difference where a child goes to school, where
he sits in relation to anyone else, what kind of
books there are, what kind of equipment there is,
what kind of ;eacher there is if, indeed, he is
absent more than he is present. And that doesn't
make any difference whether it's this kind of a . _ .
child or that kind of a child. Attendance in school
is absolutely necessary. That's the point that I
made."

"But with regard to children that attend school, Ms.
Rohter, the Supreme Court found that desegregation
does have apprediable'aqd demonstrable affect oq.tﬁe'
quality of education."”

"That may be but it's never been provem to me. The

court may'find whatever it wishés. And I have great

respect for the court as I do any agency of government,

however, that doesn't mean that it's necessarily true.

1-10-80
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Braun:

Rohter:

Braun:

Rohter:

Braun:

Rohter:
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And I have never known it to be so. No éne has given..."
"Mrs. Rohter, the Supreme Court decides what the law
of the land is. ©Never mind. Its...if...that's."
"But you didn't ask me to comment on the law."
"I did. I ask you whether you were familiar with that
fission which is the law.”
"No, no, you asked me if I had read it."
"I asked you whether you were aware of.or if you
had iread the decision.and its findings."
"And I said it's ﬁever_ been proven to me,and I would have tp

stand by that respectfully.”

15 Iet~me-askayvv=;:wcuIﬁ—yau*pleaSEvﬂnswer“zhe—

first question? Have you read the decision ever?”

T - ote EL N SR

Braun:

Rohter:

Braun:

Rohter:

Braun:

Rohter:

sufficient to allow the appropriate cuts to be made

" and Sufflclent to allow the contlnuous survival of the

e - RS I W ¥

"So.your answer is that now that the Board found

“It has been presentled
to us, of course, by our law department.”
"But you have never read the findings of...of the
decision entirely."

"I have just said they have been made available to
me. "

"Mrs. Rohter, my final question to you is, in your

opinion, can the same Board that presided over this

debacle inspire confidence in the financial community

— S UG R S, P N

school systems?"

"Well, I must first say to you that, of course, there
have been changes on the Board. We had one resignation|.
There is a new Member on the Board, and I would guess

that even the sitting Members with senlorlty will

view thlngs dlfferently from the way they have in the

past."

religion, the financial community can take it easy.”
"No ma'am. That is the way you phrase it. That's

not the way I phrased it."
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Speaker Schneider: "Okay."

Braun: "Alright, no further questions."

Speaker Schneider: "Thank you. Representative Mautino,
the Gentleman from Bureau. And according...Bower,
what are you doing turning on your light? We
presume then that Representative Mautino is the
last person. +..Turn off your light.

Mautino: "It's been a long night. Thank you very much.
I would like to have...I believe, Mr. D'Esposito.
I use to play for the Black Hawks, I know. Mr.
D’Esposito..."

Speaker Schneider' "D Esposito.

T AT T LT D P
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Mautino: "I'm sorry, Slr. I'd like to..."

|.Speaker |

Mautino: "It's been a long night, Glen. Page 47...I don't
happen to be an attorney, Section 34 (a) 603,
concerning the guarantors of this proposal. It is
a new area. It has not been touched on. 1I'd 1like
to have someone explain it to me. Because as I
read it, and correct me if I'm wrong, it says that
if there is nov liability to the Board, the state or
the City, in this case, it is specifically spelled

out and brought back in. And my question to you

""7is, are we, the State of Illinois, the guarantors

because the background of the whole program is based
on a state~aid funding and the funds pledged for the
payment of this program? Would you please explain
that Section to me?"”

D'Esposito: "Seétion 603 is a clear statement that thé
-State, the City and the Board are not liable in any
way }or the loﬁg—term five hundred million dollar
bonds which are being issued under Article 5 of this
particular Bill." '

Mautino: "This is a very unique position for a bonding

of this whole program by virtue of line 26, I believe,
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authority authorization to take. I find it very
interesting that no one is responsible in lieu of
a possible default. Who is responsible since that
paragraph is written that way?"

D'Esposito: '"The Authority."

Mautino: "The Authority has no powers other than vested
or given to it by this General Assembly. They have
no taxing powers above and beyond the fifty cent
portion of the tax rate. They have mo additional
taxing powers. So, therefore, how can they be held
responsible and how can they possibly pay off in

lieu of default on that Section?"

STESreSTER T Well 1FTEhere Teva default by the KUEROTIEY T

the State is not responsible and that's purposeful."

e e i e i wmmi D DT

Mautino: "Well you've got to explain to me..."
D'Esposito: "However, the.Authority is given...the Authority
is given power to levy a property tax to pay the

debt. If that is insufficient...”

Mautino: "Then will you please address..."
D'Esposito: "...dit is default."
Mautino: "Yes, ii there's default. What I.am getting to

...what I am getting to is that it says no one is

responsible. But in line 26 it says, and I quote,

to the provisions of this Article are payable and
shall state that they are payable solely from the
funds pledged for their payment in accordance with
the Resolution authorizing their issuance.' Which
is basically the State-Aid Formula."

D'Esposito: "No, 'Sir. .The long~-term bonds have:nothing

to do with state-aid. They are payable out of the

property tax levy being issued for that purpose. The

only..s"m " paTE LT I U -
Mautino: "And no one..."
D'Esposito: "The only issue that the state-aid involvement
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comes in with the bridge notes on ﬁouse Bill 1910."
Mautino: "Yeah, it's tied in. But I...the Resolution, on
line 28, the Resolution authorizing their issuance."”
D'Esposito: "Their issuance being the issuance of the long-
term bonds, the five hundred million dollar bonds."
Mautino: "And you're telling me that this says that there
is no one responsible as grantors of the program
and that would make those bonds or obligations
marketable?"
D'Esposito: "Yes, Sir. This is a typical provision. The
State of Illinois is not regponsib;e for debts

issued by other local governments. The State of

S 1 ": the original. form 6f what -we're doing.- "The"second. _...k

.»iilinSfé.Iéﬂﬁot reéponéibieﬁfo; déBts'isédeé b;'”

s eSOLe OF dts special authorities v o vn .

Mautino: "Then why, Sir, do we leave the provision in this
legislation that was addressed to by Mr. Schwartz
on page 28 that we can redeem obligations in the
purchase of notes or bonds of the Board, which is
the Board of Education, or the notes, bonds or
obligations of thg City. I would assume that with
that provision in this piece of legislation that
someone is responsible and is grantor, that being
the State of Illinois."

D'Esposito:” “"No, Sif.";I"cid”fléay'mﬁch“moqe‘thaﬁ'thétgﬁf'

Mautino: "One final question. It probably could be
answered yes or no. Since the initial part of the
program is designed and monies have been extended
to the system, I'm wondering...I'm wondering that

the major portion of the formula is a state-aid in

part is the monies coming to the Board which will

pledged from the 211 down to 161. Okay, that comes

fofdﬁ;Ehgmbfoﬁefty tax. ~But the pérformance of the 7~

whole program is based on a state-aid formula and

money going back to the school district. Is that

g 1-10-~80
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not correct, yes or no?"

D'Esposito: '"No, Sir."

Mautino: "It is not correct. Okay, I stand corrected. Then
this final question is, if in fact this doesn't go
and the two hundred and forty-four million dollars
that I heard earlier had to be addressed by that
school board, how do they get the money to do that
if this proposal isn't in? There are banks and
Afinancial institutions I would éresume that are
holding those bonds that are due, I think, March lstz
What happens, Don? What happens then?" ‘

) D'Esposito: "If a Bill such as this

provide excess to the credit markets do not...does

which is intended t

| s b e ot =P S 8 s the s Boaxd ~of “Educatinnswild=bemrhtestomrimn v

borrow and will be unable to meet its expenses and
obligations as they become due." '
Mautino: "And on March...on March 1lst, if that happens to
be the date, that two forty-four that is due now,
will be_due and what do those financial institutions
....or how do they sit with that particular
situation? And how are those bonds that are out-

standing, how are they secured?"

D'Esposito: "They will not be paid....to some degree."
- _Mautino: - "Aund theu..:pardonw"“;nv e T il e
D'Esposito: "First of all, I'm not sure that there are

two hundred and forty-four millions dollars of
notes due...March...in March of this year. I don't
recall what the number is."”

Mautino: "I think Mr. Mandeville said that originally...that

A | .+~<-:--7.ithat .was=about the..figures: But-if that is-:-the~-
figure, what are they...what are those nhotes secured
by that are due whatever the number happens to be?"

Aﬁ'ﬁspdsitoiA."They are secured By property taxes."

gt

Mautino: "Okay, that..."

Speaker Schneider: "Fine. Director Mandeville to the rescue.'

. 1~10-80
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Mautino: "Would you please...let me know éhat you two are
discussing as far as an answered is concerned.”

D'Esposito: "The number...Doctor Mandeville indicated two
forty-four is the annual amount of borrowing against
the property tax, fifty-seven million of that is
due in March."

Mautino: "Okay, and what is that secured by?"

D'Esposito: "The property tax levy, I think, of either

1977 or 1978."
Mautino: "No existing property owned by the Board, but—— ---

strictly to taxes right?"

D'Esposito: "Right."

Mautino: "Is that right?"

D! Espositor VMRight.'. o oo = R

Mautino: "Okay, thank you."

Speaker Schneider: "Thank you. Now I think that ends all of
the...Dan, why did you pﬁt your light on here?
A1l right. Would someone turn off Representative
0'Brien's button in case...unless he's really
serious. ©Now, Mr. Dunn, who would you like to
address your comments to or questions?"

Dunn: "I'm not fussy. Whoever wants to tell me if the

Authority can...can approve a deficit budget oxr—

2 budgef “That i5 not balanced?”
Speaker Schneider: "Anyone on that one? Mr. Schwartz."
Schwartz: "Because it will take a finite amount of time
in order to reach the balanced budget provision set
forth in this Bill, they can approve one for the

remainder of this fiscal year. They‘can approve

_fiscal y5§;§. However, when we say its an unbalanced
budget tﬁéfe will be something to balance what is

-otherwise an unbalanced budget and that is the™

various kinds of notes that have provided..which would make

up what would otherwise be another deficit.”

e e . -
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Dunn: "The Bill does provide, I'm not sure I can find
exactly where it says this right now, but I believe
it provides that any deficit in a year occurring
after 1980 shall be budgeted as an expense in the
succeeding year. Which leads me to believe that
there is a vehicle to continue deficit budgeting.
And is that possible under this plan?"

Schwartz: "The way...we're trying to figure out 1f this
is an accounting statement or substantive statement.
But Mr...Doctor Mandeville would like to respond.”

Mandeville: "That provision has.to, I think, be taken in

connection with the other provision that requires

a balanced budget to be submitted each year...and

substantial _progress. toward.a balanced budget in

o e P

1980. It i; entirely reasonable to assume that the
Board would submit a balanced budget in 1980. But,
nevertheless, it may turn out to be somewhat of a
deficit at the end of the year. If that should
occur, just like state government, any deficit
incurred this year must be considered a current
expense in the following year unless they're
financed out of new revenues. I don't see any
difference between that and the way a state
government would operate."”

Dunn: "Is there any...perhaps you can answer this question
also which is my last question. Is there any
provision for recall or removal of either anyone
on the Chicago Board of Education or anyone appointed
by the Governor and Mayor of the City of Chicago to
the Authority created by the proposed legislation?"

Mandeville: "With respect to the Authority, members are
removable for cause by the appointing individual.”

Dunn: "What about the Chicago Board of Education?"”

Mandeville: "T cannot respond at this point to the power

of the Mayor to remove members of the Board of

-10-80
GENERAL ASSEMBLY !

STATE OF ILLINOIS

HOUBE OFREPRE TA LI B




 .—ce.v - .-.none-.==The -Committee*has now arisem, —We "dte&In ~

204.

Education.”

Dunn: "Is there anyone who can?"

Mandeville: "I don't think so at this point.”

Schneider: "All right. One of those answers we can get to
you...back to you, I guess. Any others, John? Is that it?"

Dunn: "That's it."

Speaker Schneider: "All right. Representative Pierce."

Pierce: "Mr. Speaker...Mr. Chairman, I now move you...that
the Committee of the Whole arise."

Speaker Schneider: "All right. Have you heard the motion?

All in favor say 'aye'. Any opposed? There are

Session. There are some propositions to conside

‘l;fﬁeéoiﬁfﬁoﬁéj:ifaa Eéi{eve? ggigd‘by fof;ﬁr:’
Madigan. Committee Reports, Mr. Clerk."

Clerk O'Brien: "Committee Reports.  Representative Katz,
Co-chairman of the Commiftee on Rules, to which the
following Resolutions were referred. Action taken
January 10, 1980, reported the same back with the
following recommendation: Be adopted House
Resolution 563 and 568."

Speaker Madigan: "Mr. Katz, for an announcement.”

Pierce: '"Congratulations to Shirley Madigan."

Katz: "Yes, Mr. Speaker, Ladies and Gentlemen of the House,

there will be a meeting of the House Rules Committee

in the Speaker's office immediately upon adjournment.

They will be considering Senate Bill 1292 and other

matters that can appropriately be before the Rules

Committee.”

Speakér-ﬁaAigan: "Are there ;éy fﬁrther annouﬁcements? M;.
Friedrich.”

Friedrich: "Mr. Speaker, I want a clarification. Wasm't
562 one of the Resolutions that was voted out of
the Rules Committee today?"

Speaker Madigan: "Mr. Clerk.”
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Clerk O'Brien: '"House Resolution 562 and 568."

Friedri;h: "I'm sorry, I didn't hear the numbers correctly.
562 I knew should have been reported. Thank you
very much.”

Speaker Madigan: "Are there any other announcements? Mr.
Giorgi for the recess motion. Mr. Giorgi."

Giorgi: '"Mr. Speaker, I move that we recess until noon
today...noon today."

Speaker Madigan: "The motion is that we recess until noon
today. All those in favor signify by saying 'aye’,

T ]

all those opposed by saying 'no'. The 'ayes' have
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