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Clerk,'olBrien: HHouse Resolution 569, Lechowicz, whereas the

largest school district in the state ts in a financial

crisis, is unable to pay its current obligations and

is unable to borrow funds to effect etther a short

term or long term solution to the immediate financial

crisis, and whereas the financial crisis of the Chicag

school district is causing severe hardship on citizens

of Illinois, including employees of thè Chfcage school

system and their families as well as businesses which

serve and supply the system and threatens to cause ser'ous

x disruption of the schooling of thousands of Illinois

sch6ol children: and whereas the current financial

crisis the Chicago School Board will have a negativ

impact on the perceived credit worthiness of the

school districts and local governments throughout

Illinois and possibly tbe state itself unless remèdies

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 schdols throughout Illinois

and to proLect the integrity of the financial.o.fiscal

and finaacial affairs of school districts under the laulsl
of Illinois, and whereas resolution of the current cri is

of the Chicago School Board appears to require legisla I

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 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 !

Houses in their normal sequence and timey but require

concurrent action and deliberation by the Members of the

House and Senatey and whereas ft is necessary and

proper for responsible and informed legislative decisio s
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the entire Membership participate actively in the

Committee deliberations. ':Therefore be it resolved tha

the House of Representatives of the 81st General

Assembly of 'the State of Illinois, that the House re-

solve itself in the Committee of the Whole House on

Thursday January 10y 1980 at the hour 4:45 p.m. for

the purpose of considering:o 1) the naturey degreey

and causes of the current financial crfsis of the

Chicago School Board, 2) legislative solutions or ..

means to 'the solutions to the financial problems of th

Chicago School Board in the form of draft resolutionl

prepared in accordance with the rules which is filed

with the Clerk for consideration by the Committee of t e

Wholey and 3) testimony limited to the foregoing matte s

strictly germane thereto, and be it further resolved t at

. a Clerk ts directed to have printed and distributed

to each Members desk a copy of each legislative pro-

posal filed for Lhe Committee of the Whole's

consideration.''

Lecbowicz: ''Thankyou Mr. Speaker, Ladies and Gentlemea 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 concernfng the Chicago schools

that was diligently worked by the Governor's staffy

the Governor, people from the City of Chicagoa the

Board of Education, and the banking community. ue

a1l know that the Senate started Lhls afternoon as far

as their committee of the Wholey and for this reason , e

are running a little bit late as far as having this Bo y

also proceedsin the same manner. It is the intent

of the Cbair and the Membership to thoroughly

discuss House Bi11 1910 and House Bill 1264, the 2 Bil s

that Amendments will be offered to to try to rattfy

. the agreement Which was reached in the Governor's
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and vitaly not only for the school. children ia Chicago

but for the City 'of Chicago and for the entire state

that this situation be resolved. I would like to

publicly'commend a11 the people who worked very

diltgently coming to a very sound conclusion in

helping tbe school system in the City of Chicago.

With us this afternoon is Mr. John Perkins, the Pre-

sident of Continental Bank of Chicagoy and Mr. Jerome

Van Gorkum, the Chairman of the Board of Trans-union

Corporation. I know that Mr. Art Quernp the Director

of Government Operations will be the coordinator

of the repected people who will be here to give their

testimony. in behalf of the agreed solutions m d in turn

I am sure that the question and answer period will be

available to the Membership as they seek their

questfons to be anscered. Mr. Speaker, I move fo-r the

adoption of House Resolution 569.11

Speaker Schnefder: ?'Mr. Lechowfcz has moved for the adoptfon

of the Resolution. Is there any discussion? Mr.

. D unil . ''

' 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 ot

4:45 p.m. today. That hour is long since passed.

Does the Resolution need to be amended?''

Speaker Schnelder: MThe Parliamentarian informs me that in

light of thatdiscrepency, the Resolution wi11 become

efleetive immediately.''

Dunn : ''Thank you.''

speaker îltdd,igan : ''Is there any further discussion? There

be no further discussion, the question is 'Shall this

Resolution be adopted?'. A11 those in favor signify

by saying 'aye' all those opposed by saying 'nof.
#

In the opinibn of the Chair, the 'ayes' have it.

. The Resolution is adopted, and the House has resolved
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ask Representative Schneider, the Chairman of the

House Education CommfLtee, and Representative Pierce,

the Chairman of the House Revenue Committee to preside

during this Committee of the Whole.''

Pierce: MThe Committee of the Whole will come to order. Co-

Chairman Representative Schneider will tell you the

purpose of the Committat of the Whole. Representative

.' Schneider, Chairman of the House Revenue Committee.'l

Schneider: NThe Committee of the Whole will lisfen to testimo y

from the various principals who are involved, at least

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 o

those individuals as the Legislators will see fit to ask

those questions. So first of all, Mr. Art Quern, Dir-

ector of Government Operations for some observations

and...Do you want to introduçe 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 turn up the mic a little bit oa the Clerk's

desk? That's where the witnesses will testify from.

If it's not good enough, they can come up here. The

Gentleman from Cook, Mr. Lechowicz.l'

Lechowicz: HThank youy Mr. Chairman. Would you kindly advise

that a11 unauthorized personnel remove tbemselves...in

the Chamber please?''

Speaker Schneider: ''Yes, this is a CommitLee of the Whole, and

our rules provide that only the witnesses who will be

tesifying will be on the floor. All authorizcd personn 1...

unauthorized personnel will leave the floor. The Sargeant
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of Arms will clear the aisles of unauthorized personnel.

This is a vitâl subject. We have witnesses here that

are outstanding leaders in the financial and education 1

community of our state and our nationy and I think we

owe them the courtesy to hear them out on this most

vital issue. Mr. guern, Director Querny will you

see if you can now be heard? If not, 1111 have you

come up here.''

Quern: nThank you: Mk. Chairman. My name is Arthur Quernv'

I am the Director of Governmeht Operations for the

State of Illinois. I will be joined today by Mr.

Julian D'Espos'ito.f. General Counsel to Governor

Thompson, by Dr. Robert Mandeville, Dièector of the

Bureau of the Budget, by Dr. Joseph Cronin, State
N
Superintendent of Educationy by Mr. John Perkins,

Prestdent of Conttnental Bank of Chicago, by Mrs.

Catherine Rohtery President Chicago School Board,

Mr. Jerome Van Gorkum, Chairman of the Board of Trans-

Pnion Corporation. We are here today..oto submit for

your consideration...l'

Speaker Schuittder: HT?.e Gentleman fzom Kankakee, Minority

Leader, Mr. Ryan.''

Ryan: ''Thank you, Mr. Speaker. I certainly wish that you wou d

bring this chamber to order so we could a11 hear the

testimony. This is an important issue. That's whaL w

are here fory and if you cangt do it> aslc the Sargeant

of Arm: to do it.'' I
Speaker Schneider: ''Thank you for that suggestion. I think

I can do it. Will the Members be in their seats?

Will the sar'keaùt Of Arms see that a11 unauthorized

persons are out of the chamber. They are welcone

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.'l
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Deuster: l'Mr. Speaker, one of the problema seems to be the

backdoor is open aud we can hear a11 kinds of noise in

frep the corridor. Perhaps you could direct the Sàrg/.

eant'' Of Arms specifically to close the backdoora and

that might help.'l

Speaker Schneider: nAlright, the sargeant of Arms will close e

backdoor. The Gentleman from Cook, Mr. Collins...we'l

try to quiet the place downy and Mr. Quern, Director

Quern, you will proceed.''

Quern: HThank you, Mr. Chairman. We are here today to submft

for your consideration and to seek your support for an

emergency program developed in the last few days. A

. program that is aimed at one p/imary goal, a goal of L:
keeping the schools of the City of Chicago open. This .

program was worked out over a series of days of intense

negotiation and reflects agreement by a number of parti s

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. But it was hampqred out withz-r somi very
' 

specffic guidelines which I would like to run down with

you. First of ally 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 tbeir families. It was

essential to the teachers and the educational staff

of the system. It was vital to the Chicago community,

and it was important to a1l of us in the state wbo are

involved with or concerned over education. Keeping

the schools open was therefore our primary goal. ue ,

decided, however, that one other thing had to be kept i

mind. Given the dimensions of the crisis: given the

uncerta'iniy over many of the aspects of the problem,

gfven the immediacy of some of the questions over

a *
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. could only ffocus . on restoring stability and finding

a means of introducing accountabilfty at this time tha

we could not seek out all of therreasons and a11 of th

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

Governorfs attentfony he laid out a number of specific

requirements against which any solution would be

measured. These requirements, whfch I will list for

youy have beenomet. And the Bills which you will be

asked to consider do indeed fit within tbe requirement ,

and therefore we think we have a sound and responsible

resolution of ehe fmmedfate crisfs fn the package that

you are examining. When the Governor laid down these

requirementss 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. A1l partles fnvolved must at the same time

sbare similar risks in meeting the needs of keeping

t5e schools open. He indicated very clearly that no

additional revenues, state or local, would be availabl

at this ttme. The problem was not to simply pour dol-

lars in. We would not do that ae this time. No more

' dollars thaa would otherwise go to 'tbe schools could b

made available now. Until the scbools were stablized,

the situltion thoroughly analyzed, no request for more

taxes, or no requests for additional state aid would

be entertained or considered. The Governor safd that

the Board must begin,- .the Sehool Board must begin at

this moment to cut the costs of their operations to

bring the overall operatioaal expenditures within

their resources. He also tndicated that whatever

would be done would not in any uay be permftted to

endanger the state's fiscal condition or its financial

l
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.K s ' :

..'G . . o E x E R A t, A s s E M B L Y ,
. . t .. .,#xz.> . . , 1 - 1 0 - 8 o. - . Cs %' ' a ' ' . .-.s- ,v-. . uggo.---.=.- --s . sxrye.oq Iquj-qols z.w  r . -. . .... . . .-..y..cr u .-y.qg .ks. . s =..gvpg..... s-gj... . zzuk=>-....W.-. . .C'= . : Tz W um ..&. J. . . . u .u s q . . . . . . ..s .p m'.-- . '7=N-= =. .' - = A ' . - .. ..t--= . --'-'.>.. . u ' ' ' .' o gysy o uy . pg- a- 'yy s é : s -w'x y v j k, s , . g S.O. . . . . . .s . s. .. y .o. . u.-.. . .

.

. . 
. 
..r ; y u aua-mywx - u J= ..wLz... . :a ... .- . - mm . x , 

j.-. x ..u. 2-. '($fi. Lkokw ù'.J= w uxn .... -. y .-m. m . ..- - .u . . .x. ....s . yu u . . ( ..u . - .. c ..m..rw .- - . 
. . . g.;u .- .a-..V-'J ux - . = .- . . g. .u J.q)..;'c:. . s. s . z .u ry .. - ... .. . . . - . -. . -2...;p- .s . .. - . .. .r= .,v ..



! k . .. . . t . < . t'i ' f ! - '. . :. l . 7 x -. . '.. . ) . r ' . ) , . . . . . . 1 !. .' . ' (' . s ( ( . . . * . .). . . , .. . .: '.ï. . . . . . . . ., . v j

. g

Chicago must be available to.'any other school district

in the state should that district find itself in sim-

ilar circqmstances. These requirements were discussed

frequently with the public, with other interested part'es,

were reviewed with the Legislative Leaders in a series

of meetings in December. Each of those oecasions con- '

firmed the general wisdom of maintaining those

requirements for any resolution that would be accept-

able. The situation is critical. The schools are '

practically without'''resource.--without dollars and money. Probl s

facing it are enormous: and yet we need to act on com-

plex and difficult issues. We have therefore put toget er

an emergency package which will provide for stablizatio

kill keep the schools open. It ihtroduces control to

assure that the resources that are there will be used

properly. And it begins to introduce the kind of

management requirements that have been sere-ly needed.

It sets, in 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 againy

and to assure that education in the Chicago public

schools canbbe maintained at a responsible and effectiv

level. Most importantly, this package puts most of the

burden on the community which is responsible for the

schools. 94Z of the funds fnvolved in this package com
- 

!4,.5
from Chicago and 4he Cbicago community. Only 61 of

the funds are state dollars and those dollars are inves -
l 1

ment dollars. Those are dollars which are simply

being lent against existing state aid appropriations.

There are no new state dollars in this package. Finall ,

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

wbich provides $150,000,000 for immediate need. Phase I

which is an interim step while the longer more lasting
. I
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in the courts. It provides for $225,000,000 of borrow ng

to keep the schools open. Phase 111, which we are askf g

you to enact at this time, introduces a controlled

authority which will begin to have a bottom line budge

control over the School Board and its expendttures as

soon as it is signed iato a law. And tt will also be

created with the power to ptovide for $500,'000,000 worth of

long term borrowing to enable the schoots to complete

most of this s'chool year and meet th*ir basic obligati ns

and also begin to reduce the cost that must be reduced

if they are to settle their affairs and begin oa the

road to recovery. This package is complex. It fs

Eeing broug'ht to you i'n a time frame that is- kot of:

our cboosing. The crisis was not ont that we were awa' e

of or control...in control of. It came to the state.

We have been dealing with it trying to resolve it.

The time factor is something tbat was determined by th

depth of the crisis and the difficulty of the problem.

We will attempt in the testimony that follows to out-

lïne the proposal, to describe why we believe it is

a sound and responsible step, and to anslzer any questi ns

you might have as we proceed. If you will, each of th

witnesses will speak briefly to you, and then at the

end of the series of presentations, we will attempt to

answer your questlons. The next speaker will be Mr.

Julian D'Esposito, General counsel to the Governor wbo

has ove'r the last few days been chairing a Committee

to draft the legislation which you bave before you.u

Speaker Schneider: ''Mr. D'Esposito. We have with us right.ove. the

podfum ehe Seate Treasurer of Illïnois: Nr. Jerry

cosenttno in tbe 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 1'm Counsel to '

' covernor Thompson. What I would like to do is briefly

, 6 GENER AL A SSEM BLY
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with your permission, go through the Bills that you h ve

on your desks. There are 2 separa'te Bills whtch will '

be before you, House Bill 1264 and House Bil1 1910.

These Bills are being used for different purposes. Ho se

Bill 1264 will contain the financing..-long term

financing in controlled portions relating to the Chica o

Board of Education. House Bill 1910 will coatain what

we have affectionately referred to as the 'bridge

financing' which will get us throughqthe time of the

court test in conjunction with House Bilt 1264. Let

me begin with House Bill 1264. There are 2 separa.te

thfngs which are critical to this Bi11 and amumber

of Amendments to the basic education...to the basic

School Code made to conform to that portion. If you

look.a.on page 23> a new article is added to the Sckool

Code called the School Finance Authority which is a Bod

polftic :incorporated unit of local government in

special districts havinj 5 Members, 2 appointed by

the Goveraor, 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 Constitutlonal requirements. After its

d*finitidalo S'dt'rfda On'''and...on page 27y you find the

general 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 managemenL,

make and 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 which essentially requires that a

Director disclose and abstain from voting if there is

any conflict of interest which do not require...do not

prohibit him from continuing to hold office which is

current 1aw under the Corrupt Practices Act. On page

1-10-80
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31: Section 305, permtts other agencies of the state.

units of local government, and school dfstricts to

enter into cooperative agreement with this district

with this authority to share persounel and other kinds

of services which we thfnk may be used fn at least the

seare up of thfs pareïcular auehority. This authority

will be subject to the 1aw of respect...with rèspect

to open meetings. on page 32 is the heart of this Bi1 .

It begins the haart of the Bi11. The Section'numbered

400 provides the essential control functions whicî

we believe are necessary to bring fiscal reponsibility

to the Chicago Board of Education. This isiccomplished' t

by requiring that thc.Board develops and submtts for c e

approvaï of the authortty ffnancfal plans and budgets

which are calculated to bring the Board's budget into

balance in its fiscal year 1982. By March 1 of t'his

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. Tbe

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 thfs fiscal year

must be presented by the School Board to tbe ffnance

authoriLy by February 1 of Lhis yeary and the report

of the con.- of the finance authority to this Body xt1

contain its analysis of that. as well. 0ne particular

potnt needs to be made about the power of

the authority with respect to both Ihe budget and '

the financial plan. The authority does not have

power to do anything other than reject the entire

plan or' budget 5:1th che exceptlon of the revenue' -

esefmate. With respect to the revenue estimate, the

authority is given the power to make its own. It may

not, in other events, diP into the budget or the

financial plan and say this particular element is

A o
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things and provide fnformation to the Board and to the

public, but it does not have the legal authority to

require the School Board to make specfffc changes.

That is the responsibility and wtll remain the respon-

sibilty of the schools to provide for education in the

City of Chicago. The role of the Control Board Ak*L the

finance authority is to see that tbat mission is

accomplished wfthin revenues available. Sfmïlarly wft

respect to contracts, a matter of which there might

be some considerable debate, on page 36y the provision

with respect to contracts state that a contract may no

be entered into by the Scbool Board unless it is in

comliance with the previously adopted ffnancial plan

and budget. The authority is also given a power to

requtre that *he School Board submit to it for its

approval contract, not a11 concracrs, but the con-

tracts that it determines it needs to review. It may:

in fact, dtsapprove of those contracts, but it may

only do so under tbe standards at the bottom of page

36 Subparagraph D where it oays that the authorities

must approve the contract, ffsthe fnformatfön

required to be submitted is complete, and the contract

is consistent wtth the budget and financial plan in

effect. I thïnk it is important to emphasis that

the authority does not have power to amend or reject,

in part, any contraet. The importaat werds are in par .

On page 37 there are some other typical provfsions

that one might find fn a local government being estab-

lished and some other control provisions such as the

power to approve the chief financial officer of the

chicago School Board the authority to audit the Chicag

School Board, the authority to obtain control over the

cash accounts of the Schbol Board. 0n page 38y the

authorfty to dfrect reorganfzatfon of the ffnancfal

management and tnformation practices of the school

Board. Section 38 containso..l'm sorryy on page 38, t e

<G' 1 - 1 0 - 8 0
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Section numbered 500, and following contain the power

of the finance authority to engage in long term borrow

ing. This is :he provision that provides for what has

been referred to as Phase III of this plan that is bef re

you. The Board is authorized to issue up to $500:000, 00

in general obligatfon bonds to be financed by a proper y

tax upon property within the City of Chicago. As a

matter of structure: what has occurbud' fs tbâr thë

ower of the Scéool Board to levy a proper ty tax f orP

o p e r a t: i n g p u r p o s e s h a s b e e n r e d u c e d f r om $ 2 . 1 1 t o $ 1 . 6 1 .

and you yill f ind that language on page 2 1 . Concep tual y

what h as Occuçred i s tha t tlle 50ç eeduc t 1 on in oper a tinj

revenuesm..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 l e tax levy is absolute. If you look on pag

40, the authority is authorized to demand and direct th

Ctty Counsel of the city to provide by ordinance for th

levy and collection of a direct annual tax upon a11

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

wlth respect to retirement of long term general obligat'on

bonds. The practical limit upon the tax is the limit o

the purpose of the tax which is the tax to retire the

debt. If one sells $500,000,000 worth of bonds, it wi1

take approximately $50,000,000 a year to retire those

bonds. A 50ç levy will produce sufficient revenue to

pay the principle and interest as it comes due. That

50ç levy is taken away from the operating purposes of

the School Board and in effect is given to the control

authority, although that is not so specified and it

n'é'é'd ng2 be specified because the limftation on the

. amount of debt that can be issued is an effective limit
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get into the additional miscellaneous sections

requirfng that the...meetings of the finance authority

be open to the public and encourage public participati n

in the ftnancial decision making which the finance

authority is required to undertake...provfsions...

at the bottom are legal requiring the survival of

righta of action against the authority after its

abolition permitting the authority to indemaïfy

its officers and dfrectors. 0n page 47 there is a '

typical bèiler plate language which insures that

the obligations issued by the Coatrol Board or

the f lnance authority are no t obligati ons of the

. S t a t e o f I ll-ino i s y ' 't he-'fhi t y' o'f - C'h ic ag 0','--0 r - the-ms ch o o-l. = - - --

B o a r d s b u t a r e lf m f t e d t o t h e p r o p e r t y- e a xe s b e ln g

. levied to retire those obligations. . I point out one

more time that the purpose of this is to require

the finance authority and tùe School Board to begfn

immediately the process of an investigation of the

budget for the remafnder of this fiscal year and to

develop in conjunction with that a 3 year ftnancial

paln requiring a balanced budgat in fiscal vear 1982,

The initial results of that action will be required

to be presented to you by Ge Control Board on April 1

of this year. At that time, you will judge the

consequences of the powers that you have given them and

what needs to be done in the future, if anything.

The secvond statute is House Bill 1910. An Amendment

will be offered to tbaL Bill which will add a new '

Article tonthe School Code Article 34B which permits th

schools to remain in operation pending the issuance

of the long term bonds. This is necessary because

we anticfpate that a court test will be required to

uphold the vali:dity of this new governmental Body and

its long term bonding power. Tbe School Board needs ca h

to operate, and what in effect has been done is that th
;
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which they attempted to issue in November of the

past Calendar yeary and we are unable to do so because

of the drop in th'eir credit ratingy will be
J

xtransferred.to the City of Chicago. The City if.chicag

will sell up to $225,000,000 wortb of notes which will

be financed by the same property tax levy that the

Scheol Beard Vould have utllized to finance fts 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 Scbool Board.

As additional security to insure that these notes are

purchased in the market the note holders will be give

the opportunity, if there are not sufftcient funds
.'

availabley to offset agafnst state afd due fn owfng th

City of Chicago...the City of Chicago School Board.

They will do so by sending a notice to the Treasuker

who in turn...the Comptroller who in turn will pay

so much of school aid as is due in owing' to the

trustee for the bond holders so that there is this add

itional security. Lastly, the Control Board will be

financed by a diversioa of a 'portion of state aid

payable to the Chicago Scbool Board in an

amount equal to the budget adopted by the Control

Board. The language for that is fouad on page 17.

%he purpose of that is to provide financing for this

new authority for its operations only. The...new

authortty will also have its operations subjected to

an audit by the luditor General. That is a basic

outline of each statute, and I will be available

later to answer ehe questfons whfch I'm sure you have.

Thank yoB.'î

.1 believe Mr...Dr. Robert Mandeville, DirectolSpeaker Pierce: '
of the Bureau of the Budget: is the next witness. Dr.

Mandevtlle. Did I hear some boos?ï' '

Mandeville: 'Qhank you for the opportuaity to address this
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the financial aspects of this settlement. I think

.Q it is a good settleaent financially for the Chicago

School Board. From the aspect of the state, it is an

excellent settlement. The state is not at risk fn thi

settlement in aay way. In Phase 1, the State Treasure

has an alternate iavestment decision. has purchased

$ 50 , 0 0 0 , 0 0 0 p l e d g e d b y f u t u r e s t: a t. e a i d p ayme a t s t hat

would otherwise go to tlle School Board y will now go to

j, 't e state . It is a self liquidating inves tment on the

part of the state and on the part of the City of Chica o

relative to Phase 1. The additional $50,000.000 in

Phase I is simply expediting payments to the Scbool
- . s

B o a r d t h a t o t he rw i s e w o u l d h av e g o n e th e r e . d u r in g t h e

n ex t m o n t h o r s o . Two t h i n g s t h a t t h e G o v e r n o r I
committed to the rating services in New York werev

1) no state guara atee of any debt under this settlement,

and 2) no new dollars to the School Board under this

s e t t lemen t . Bo th of thos e committnents have been

fulfilled in the settlement. Phase IIm $225,000,000

will be loaned to the School Board by the City of

Chicago: secured in the same way that any tax anticipat'on

. note any other school district uses is secured. That's

the future stream of revenues from property taxes that

they currently have the authorfty 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

che State Gomptroller and aak Lhat aay payment other-
' wise owing to the Chicago School Board, that that

portion which represents their equity in the note

be paid to e.he note holder fnstead of the School noard.. . :..

It is the same offset provision currently in the 1aw

that any state agency aan use if an outside vendor

' . è#' the state money. We extend it for thfs issue onlyow
' 

to the note holders of the $225,000,000 interim
Ifinancin . No state ut no E
;

+ . 
* 
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guarantee in Phase II. Fhase 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-

fng costs of the School Board. In summary, there is

no state guaranteez The state is not at risk. Tbe

School Board and the city are pulling themselves.out

of this problem, and I think it is a good settlement

for a11 concerns. Thank you.''

Speaker Pierce: HThank you, Dr. Mandeville. The next witness

is our State Superintendent of Education: Dr. Joseph

croain.''

Cronin: ''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 ànd

school boards. First of ally the legislation proposed

ts a tougb flap at the Chicago Board of Education for

allowiag deficits to go ony and on> and on over a

period of years and for now watching carefully eùough

the interfund transfers, conduct which fs 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 legislation as a

' debt service fund, the establishment of a financial

Control Board for a number of years whtch is not a

Board of Education and does not replace their role

in Lerms of making educatsonal decisioas and

Judgments or personnel decisions, but is an

authority which wtll enforce and insist upon a balanced

b u d z e t a fd :7h i c. 1) ï-q i 1 1 c u' r t a i l t h e b o r r o ïq 'i n g rt e e d s o f

the Chicago school system. Borrowing 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 remat s

<x* D '< G E N E R A L A S S E M B L Yt mm . l - 1 o - 8 of < *-<>.. yz 1 .. .. 
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was also a very necessary provision for dedtcating...
. : '

existing a pottion of the educational funds to pay

back the notes of referative years, but the percentage

that would be set aside amounts to less tban 5Z of

the total budget, so it will not disable th'e school system u

from carrying on the necessary educational functions. '

A Lsecond pointy the Chicago Board of Education to

make this plan work must make some economiess must tak

some stringent cost cutting measures, and I am sorely

convinced that they will do it. I met today with the

acting General Superintendent. She has proposals read

to go to the chicago Board of Education for actions

and decisions within the next week, reductfôns in siaf , '

reduction in the numier of school buildings, just like

. other school districts in the state have had to make.

That is an important ingredient and committment on the'r

part. A thitd point, there'is no negative impact on

downstate school districts. Other school distri'cts wi 1

get a11 the money appropriated for education. I have

had a number of letters and phone calls sayings 'Wi11

what's happened today mean a reduction or lelay in
' 

school aid for our school district?l. 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 that

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, tbose payments which would ordina t1y

go to a11 the other school districts in the month of

January.' Y%ù could'say that whèn Chicago sneezed,

' everybody on the state was given a free handkerchief

. or its equivalent. Truth is that other school district

have made money so far from the advancing of school atd - - '

payments. By the Peoria District Roard...reported

$7'500 '
* G ENER A L A SSEM BLY
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first payment alone. Other schoolvdistricts, which

at this tfme 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 kaow that

many of you would like to get to the bottom of this

issue, perhaps engage in a study which mfght go 2 or

3 months. I still think that that is poàsibley but it

should be in addition to acting on the fiscal emergenc

measures that are before you right now. It is absolut ly

vital that we take the kind of action that has been

. ... .-v.vv.- = = vv v - 0.. - - .....==w-sp r op o s.e d .vv: A'1Lh e a () 0 n s e q l:e n C-e's -0 f n @.t s o. . d O s.n g --co u-ld-.--v- -.

affect other school districts. For example, a11 schoo

board notes are likely to cost more money kf people

looking at Illinois or Chicago school notes feel Ehat

in an emergency like this, action wasn't taken in a

tlmely fashfon, or a11 of those dofng business wfth th

schools, the vendorsy may want to raise their bids in

the future to have a little concfngency factor fn case

payments are delayed, they work..dthe way they work in
' several months ln Chfcago. So ce must take the proapt

action to impose discijline that the school finance

authorfty vill bring to the Chicago Board of

' Educationy its revenue projections, balaneing of '

budgets, and establishing an orderly way of doiag

business in the future. I think we owe it to the

venclors just as I think we owe it to the children to

mukàasure we have properly organized financial

structure in Chicago for tbe balance of this year and

for the next several years. The other long term !

.issue so s'tudy could go on simultaneously, but we do

need this emergency legislation right now. Thank you
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Speaker Pierce: ''Thank you, Dr. Cronfn. 0ur 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

give 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 thfs fssue strïctly froa

the financial side. I think I ought to say first

that there is a crisis and it fs urgent fhdeed. The

Board of Education's bond rating dropped to double B

which effectively put it out of the market. It has

slnce . dropped to double C whiuh is next to the

catRgory of loss. It has no access to markets. Tbe

money is not there. There is no alternative way to

' ' 1 danger to the creditget it and there s eventual y a

of à11 School Boards in the state and other government

bodies, particularly around Chicaaoy if we can't get

at this problem. I need to emphasize that the

Phase 1 money that has been put up now: one and fifty

milliony w111 be gone by the end of this week...paying

vendors and teachers what was owed tbem. And the

Phase 11 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-

funding operation. The'Biard of Education has hadterm

budget problems for a long tlme. It was moving

toward a crisis, in terms of deficitsy in last V75

and early :76. At that tfme the Board, the

-  - '' ' ' ' ' Superintendent and others got together...with others '' - u

and developed a program to start to reverse the

increasing budget deficits and turn the tide. That
.. . .zw

. program indeed worked for a couple of years and there

was a more favorable outlook. But ultimately, tn the p st '

.,
.
.
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year, the basic trends have caught up again and hit

us in spades and it's just impossible to beat.

Iaflationary costs bave gone up steadfly. The

Board's revenuesy on a tax basis: have been unchanged

since 1971 and tbere has been no expansion of the

tax base due to fnflation for the partfcular problems

of certain areas of Chicago. In addition to thaty

there bave been a whole.series of mandated and other

programs, perhaps each fine in its placey but they

have not been funded and not been financed. As a

results we have a had a very fast pyramfdfng of a

deficlt to one hundred million.dollars in the. year

ahead.a.or fn thfs year we are fa more next year.9

WeTve lived with band-aids and in the process the

reserved funds and the bond reserve funds and others

and Lhe working funds were a11 depleted and they are

at zero. Wfth no access to the moneys a1l Oï this

funds will do is provide some bridge until some first

taxes come iny 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 goody effective

basis for a programy was done fn six veeks of around

the clock work by a number of people. The problem

was to not just think of a short-term band-aid, which

would only compound the problemy get us in deeper and

deeper with no sqay 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

stabilize the Board of Education's ffnpnces and
'' v j

permit the efforts to b & concentrated on Lhe'

educational process. We feel very strongly that the

schpols must be kept open. ..pubsAc schqpls need tpQ . ' . . - . - . Q *V'* r .

be aid wi th pub 11 e f unds . The teachers and 2he Vendo s
P

mus t ge t thei r money and their deb ts mus t be met . And
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thfs involves them...thfs baslc three part program.

We do have some special financial problems ïn 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

-- ' '-plafn impossible .for.-a-.financial'instt'tutiony. . -

particularly regulated ones such as banks, to lend

as lt is. In addfcfon to thaty fn the legal area

where I would not like to go into ity but there are

an enormous number of legal complications. When

we finance in the corporate world we can do some

things that are proper at the tfme that we can't

do in the municipal area because of the particular

legal and other constraints. The control of tbe

currency in Washington and other federal regulators

of the Securities and Exchange Commission are all

looking in to this area. Secondlyy which is not

often realized when people say, 'Why don't the .

Chfcago fnstïtutfons do something?' Thfs problem

unfortunately has gotten so big that it cannot be

handl*d except throùgb'geLtfng accesi tbrough the combined

national financial markets throughout the United

States. The amounts are too big for the local banks

in additizon.co wbat they have in terms of paper now
. ' ' ' . . ' 

* ' ' - -' .

to handle'légall#, even if they could overlook the

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

. . the laws-and the cqpmon law, as officers o.f the banks. . .

We are pleased to j oin now though to support the

program that has been developed . I t is a coordinated

xs-xx:-,;.x l - 1 0 - 8 0
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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 lnvestments and loans because we can

see daylight and a way out of the kind of trouble

we're in. Therefs still a massive job ahead to get

it done in the markets. This laws though: will give

us the tools to start doing the job. It's going to

take some months to complete. I sbould say that the

a u t'h o r:b ty' . t h à't 'i's ' p 'r o p ô s e.d i s an ab > o 1u' t e

must, the key feature IA the program. It is through

that vehicle that we get the control and particularly

from a ffnancial standpolnt, we get the needed

credibility to make this paper attractive to

institutions throughout the Dnited States. There

are also a number of technfcal features that Julfan

D'Esoosito covered very brieflyy such as the third

' payments to set off rlghts for theparty escroW

Comptroller and some of tbese 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 credibte, total

package together as part of developing paper that

can be sold and sold thtoughout the country...and

sold legally. So in conclusion, I would say this

program is urgent. Urgent meaning rfght awayy withfn

the next few days. It is sound. It faces the issue

that offers a long-run solution as well as short-

term financing. It fs complicated, true. But it

does address the major problem of market credibility
!

and the requsremçnts to bave paper that can be

distributed nationally on a legal basis. We, in

the Chfcago banking communfty, pledge our continuing

' effort to work constantly and steadily to see that
l
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people in Chicago and our students. Thank youz'

Speaker Pierce: î'Thank you, Mr. Perkins. The next witness

is Mr. Eugene Keileiny Vice President of Lazard-

Frorese.wnot here, back to New York. President

Catherine Rohter of Chicago Board of Education. r

She.eeshebll,'return. Mr. Jerome Van Gorkumy Chairman

of the Board Trans-union Corporattony Lincolashire,

I11inois...32th Legislative District, Huff-Darrow.''

Van Gorkum: ''Thank you. My name is Jerry Van Gorkumy and my

positioa here is probably rather strange. I better

give you a lfttle background. I am the head of a comp ny

- called Trans-u.nion Corporation-whi ch-has- a-iangc-numb --

of employees in the City of Chicago. It is a very

' ' ' broadly diverstfied company scattered throughout the

Dnited States and other parts of the world. We do

about $900,000,000 worth a year, aned we make about

$60,000,000.' We have 14,000 employees. We are

qulte diversïfied. I was asked by uhe Mayor to come d wn

to her office about 5 weeks ago. I thought she was

going to talk to me about semething else. I bad never

met her before: and she asked me if I would be willing

to head up a Financial Oversight Committee with regards

to the school sftuatfon in Chicago wfth 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. Tbey wanted somebody with my background.

I happen to be a lawyer and a certified public aecounta L

and Iîm head of a company that I have run for some 17

yearsy and I said that I dfdn't know anythfng about tt,

. . . 
but I would investigate. So I went to the auditors

T' %- *- '
. . or .

of the school system, Arthur Anderson and Company: and

spent 2 days with them and disttovered that the school

. . system was indeed in.an absolutelv..desperat.e .s.ituatlo>  .

It was in very serious danger of closing. I could

' hardly belfeve what I learnedy as a matter of facc.
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So I told the Mayor that I would be glad to do so.

on the other hand, it then developed, of course.

thae the Mayor had ao real poœer over the School

Boardy 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 existenc y

they would probable b0th appoint we 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 fornperbaps months that I stayed with it even

though I had no partfcular offictal position except

- my interest in maintaining the school system: and duri g -

the last 4 or 5 weeks I have talked endlessly with the

statey witb the cityy with the banksa and with the

School Board, and even with the unfon in attempt 'to ge

fully informed and to help work out a solution. And

I have been fnvolved fn a11 of these problem Sessfons.

They have been endless. Last night we didn't finish

drafting the Legislation tbat you are looking at until

4 c'clock tbis morning. There is an extreme emergency

There fsn't any questfon about ft, and to close the

schooly, of course, which some people have evqn suggested

clostng them for a while as one way to solve the

problem would absolutley be tragic, not only in the

sense that che children involved, but also it would

i ' hort time on thehave a definite mpact in a very s

financing of the city and Lhat would eventually

impact the financing of the state. So the faet thac

I have no chfldren in the school, and never have had

. . -  . - 
does no.tnmean that. 1 am not deeply concerned about it. .

of cours.e; I am deeply concerned about it just as a'

human beinz. Tbat is my only relattonshfp wtth .the
1 .
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. would like to add this new scbool...new authority that

is being created is being created primarily because

the school system has lost its borrowing power

completely. It bas no credibility in the financfal

world. To create this new authortcv was necessary

ohly in .order to create an entity t:at will have

borrowing power which the school system has lost.

The powers that will be gfven to this aev authority

und er the legis 1at ion Kh icla yotf have b e f or e you a re

' p o 1: e r s , f r a n k ly s w h k c h 11 a v e n o t b e e n d i c t a t e d b y m e >

but r athe r by the f inan cial communi ty . The bond s .

: è 1 on g t e rm b o n d s h av e t o b e s o ld i f we a r e t ot

keep the school system alive. They can't be sold

if the Schoel Board name is on them. They can only

be sold if there is a new name on the bonds, aad that

name represents fiscal integrity and the ability to

'pay.thevbonds back. And the' legtslation which you

have permits this new authortty to do that. They have

2 basic powers, one of whtch I have already alluded to

aad that is to borrow about $500,000,000 and to give

' that money to tho School Board in order to do ailot

of things. First of all, or course, they got into thf

position because tbey' were unable to borrow. They had

expected to borrow durfng thts year $260,000,000.

lhat means they're $260,000,000 short of funds that th y

expected to have fn 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 tn those 2 entities alone- .

those 2 factors. As a result. Lhe $400.000,000 is by
. . . .. . * ' . . . 

' -M- . u.
. . . . . - . . . .- . yisu what must 'no meang LVO much in Order LO aCCORP

b e d o n e i f t h e s c h o o ls a r e t o r e ma i n o p e n . T h e s e c o n d

' o w e r g i v' e zi t o t 14 e . . t t h i s n e IJ a u t h o r i t y i s t h e 'P
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got into this problem in the beginaing. It is a fin-

ancial 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 1ot of ot er

people bave, but I am continuously being asked questio s

which indicate that many people think we are going to

run the school system. We are not. This new authorfty,

this new Board of Directors that runs thfs authority

will only be handling the financial aspects of the

School Board and making sure that they lfve within their

means. A11 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 spe dy

we will impact their programs, because in order tö

live within the amount of money that we will permit the

to havey they will have to make some very difficult

decisions with regard to the number of employeesy what

they do> and the programs that they can afford. So

we really divided the School Boards function into

' 2 pieces. 0ne is education and the other is finance. Tb

education remains with tbe School Board, the financial

power will reside in the new authority. And this auth-

ority, in doing what tt is permitted to do under the

statute, I emphasisy will only be doing what the School

Board should be doing itself and should have been doing

a1l along. There is nothing new being created here in

that sense. 0ne of the Senate Members complained, perh ps

with cause, I'm not that familiar with it, tbat the

'='- ' ' - ' -' s c h o o 1 s'y s t qm i s s 1. c k . - An d ii e ' me a n t b y . t h a 4 t: h a t t n e 1 .
. . - - . . . .. l w. -
school systemy the education provided for it is not

acceptable to a large number of the ciLizens of Chieago '
. . . - . . . . -.m = =..rù

If that is true, you should know that this new legislat on

. and the new entity, the new authority being created
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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 word

was intended to keep the school system altve. If it

requires medfcal treatment in order to make it better,

that can come in the future. But it cannot wait untll

the.w.thfs legislation canlt wait until that happy day.

I think that is a11 I have to say. Tbank you very

much 'f

Speaker Pierce: ''I thank you very much. We have been.e.the

Minority Leader has brought to my attention the fact that

we haven't been as courteous at a11 times to these wit-

nesses as we should be in a Committee of the Whole. I

notice a 1ot of the noise is coning from the press

over here and from different places, but we are getting

conversations that I can hear up here. I can almost he r

' every word being said. Now I understand our State

Treasurery 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.l'

' Cosentino: 'Qhank you, Representative Pierce, Ladfes and

' Gentlemen. I dida't wanL to say anything, but there

seemed to be some question as 1 was moving around the

' 
floor by some of the Members here in the Eouse: and

the question was whether I was going to roll over that

$50,000.,000 loan to the Chicago School Board come

Aprily May, or June. I wanL Lo assure you rlgh: 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 -chiragoLschoql Board', it would only be until ' ' -

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

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

. . . . . . -
' 
. ove r th e-,$ .5.9 , 0 0 0 , 0 00 . T h e loan w as - ma d e tn an.. eme r g.en'c - .a-' -

basisz...on an emergency basis just to keep the schools

o 1
I

s s.
' A v G E N E R A L A S S E M B L Y '

g,'t.,.eV-t,tL>. -. !. xs o, juupwojs . 
1- 10-80

f i, -x,-. -.v.s . sv, .. lk e. .- .. .u. 2 .; . T.z,= . -.x ...J.- 'r .- * ' **r 7 * :. ' '. .z;- ' -.! C E=.* ' - 'e * 5 ';2cW+7iL't(7 .? sa.%. . > .=s....-a.....--.--O=.+ . 7-'=%Y=4- - ' ' ' ' ' ' mi.z1i ===LM - . X-LX;A I-G WL '. ' '
. . . - . . . ., .. . . . . .. - . , . . .g.v, -.sg.-=)s.--,..w. . -. ..-v--a

zisks-cz.w.n-.. .- .--. . - - . zsass-vr,..,itc'r- czbr,x .t1-.c. v u r .- . . .: .; = = . ... . ..v.=c. :.t-- .0,..a .u.1 . -v-. .-- - . rw n ...:..=
' = .'. . . - ..2...>. . . .. . l ' . . .. %zuoT 'i' J* JQ. - , . ' . - . 2: * . - ..- --.. .



29.

eheir problems. I vanted you to know, and I vaat to

promise you that I have to institute any réll over.

And I tell you right nov 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 a11 appreciate yuur work in

pioneering the spirit to get this agreement togetber.

John S. Appels Executive Directory Citizea School

Committee is a proponent and wish to testify. Is Mr.

Appel here? Alright, Pauline Pantsiosy President

Chicago League of Women Voters: a proponent. Written

statement has been filed Is Ms. Pantsios here?
)

Alright, has President Robter returned? We have some

opponents here. I think we'll here from some opponent

while we wait for Mrs. Rohter to testify.pobefore

we have questfons. Mrs. Margaret Sullfvana Presi'dent. -

Parents for Neighborhood Schools and taxpayers and motners

of public school children of 3246 West 66 Place,

Chicago. Opponent of Overstght 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 copfes of my statementy so you .111 have

to listen carefully to make sure you hear everything.

Ilm speaking to the Oversight Committee to be informed

to overlook the Chicago Board of Edueation. My

main concern with this Committee is thaL 1 do not want

the 'Legislature to give this Committee the power

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

is given to.them, Lhe appointed people, this lets Lhe

-:? w. ' . * ' * . x v

f M ' hd Representatives off tYe iook;Governo , ayory a

and the elected People can then say, 'We didn't raise

. y o u r v-t-ax é s .. ' . . 11 o y h o . An y p r o P e r t y A a x i p-c-: # @-s .% . -

. 
should be put to a referendum vote. Many of you may
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to bafl out the Chicago public schools to the tune

of $15,000y000. I reseat the fact that the teachers

pension fund is not being touched to protect theïr

own jobs. A good many of the Chicago public school

taachers are subu'rbanites, and therefore will not

be affected by a property tax increase in Chicago.''

Speaker Pierce: ''Let's give the Lady some attention there:

especially in âe first row. Treasurer Cosenttno.''

Sullivan: HI apprecia'te I am not used to speaking in

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 fo'r Neighborhodd Schools knew the Chicago

Board of Educatlon was in serfous financial trouble

for quite a few years. The Board Members should

have known. The bankers sbould 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 tban

hindsight. Dolp t follow the Federal Legislators in

creating another Frankensfein like H.E.W. Ne do

not need more bureaucracy in this state. Checks

and balances have to be applied to any Oversight

Commfttee be fnforned. A deffnite efue lfmft has to

be established for this Committee's existence. And

represe'ntation on this Committee by taxpaying parents

uho 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

480,000 chlldren in-chicago public schools and we hav
. . . 

'! .

more thak 48 , 000 employees . More than one emp loyee
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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. 1,

as a taxpayer, resent this. I would like to read one

lfttle paragraph kfth 'access.'to excellence whïch...'of

September 12, 1979. 'Excess to excellencel.o.has the

' qualities supposedly to strengthen the city. We see '

how the city has been strengthened by this program.

In its first year, I am quoting out of the book berey

I am reading out of the book, 'The Board spent -

15.1 million to implement desegregation programs-' Th

same alnount of money that my Polfce Pension Fund had

to come up wtth.' 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 !.

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

desegrçgation. A committment' underscored by the fact

that the Board provided these fuuds in the face of a

severe defictt.f lçow, I want to know where the
f

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

. - tax increase.

. 11 
' 'Speakér Pierce: I thank youy Mrs. Sullivan. We don t have

demonstrations on the floor even by the Members. . - . - ,.
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f r o m t b a t . B e t t y B o n ow : E d u c a t i o n C h a i r p e r s o n ,
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Eonow: 'Q am Betty Bonow: Educatfon Chafrman for the

Parkview Civtc Association. I have been involved w$th

the problems of educationy desegregattony 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 publictschool systemy my children are

and now my grandchildren, so I do have investments

in here. I'm sorry that Springfield is not so close t

Chicago so that we could have better input tn what's

gof ng on in eur schools , because wha t happens down her

does make a dif f erence in our schoo ls . I began my

resentation on 'the train . As taxpayers p homeowners .P

' n* *t'=-- ,-*= = -=-= D -= ''='-.--..- -- .- . . .' ' - ' . - ' = '' < = - '' ' *-e- ' -.-a;tt p a r 4: n t s o fN li-io d bo-iz iù pVb li c Fch-ô'ö'l'ë , 1 ë *-* e - -' ' -

deeply involved and concerned with the educational

program of our children as well as the financtal

obligation incurred by this undertaking. The major

point of concern I wish to stress is that of overspend'ng.

overspendingy not lack of funds, put Chicago on the

edge of bankruptcy. Along with the Chicago Board of

Education, defisit spendtng practices begun in the

1960's despfte publfc objectfon and protest. Perhaps

if we have mor'e accountability, we wouldn't be in the

bind that we are iu now. A full public disclosure of

- . -
:..- . .- - w-how and why our budget has depleted must be made. ' '.

And we wish, people such as myself, wish to cooperate

with the special House-senate Investigating Committee

in sighting specifics, spectfic policies and

practices which adversely affected the quality of '

education as well as the cost factors in problems we

are facing. Another point of...O .

- .- -- .. --  - .ïpeaker Fierce : -. t'te tcls gike Ehe Lady some (5 rder here.. .. 1. t -1é
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our Property tax, we Want #ut On a referendum vote.

In Chicago, this is the only voice wey parents and I;
(
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taxpayers bave. You must remember the Board's

budget reflects thetr philosophy a'nd policy. These

are appointed Board Members. Appointed Board Members

are not accountable to tbe people. Tbey have a free

hand to do as tbey please whicb brings me to the

point of this new authority. To whom wi11 the newly

created financial authority or the Oversight Committee

whatever you want to call it, be ha...held accouatable

to? The so-called 'buck must stop someplace.' You

can retain a veto, a bottomline, something some

vehicle...it has to be established. And we feel it is

proper and fitting that the responsibility should 1ie

here in the General Assembly to protect the voter's

interest. This new authority has been publicized ia

the various medla as a temporary vehicle to guide

its dfssolvency. But instead of the 3 to 5 years

projected in scanning the Amendment, we see the tera

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 guarqnteed under

the Democratic process. Other problems loom in Chicag 's

horizon. We have to contend with the Health...Educatio

Departmentx the Justice Department: tbe office of

cfvil rights, as you probaly know they are going to

be coming in. Nhere is the money going to come for

the busses in case they do mandate? Is this going to

come from the proposed taxes you are goiag to

fncrease 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 Boardy are you
. ' . . . ..

. ' Roinn Lo continue a social pronram and cut out the meat
. .. v . '''' 'x .r. - w ' . ' '' '''' ' . . .. - .

of our education program? It is easy for you to say

V Welr e g O iVg 2 O Y aVe SCX ed BCR QiOZ. Wev r e g O in8 tO .
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have environmental educatfon. We're going to have...

all kinds of programs that are mandated, actually manda ed.
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but you don't mandate 12 years of Englishy 2 years of. .

It gets down to the line of work, right? The meat of

our educational program will be sacrlffced for soctal

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 thfnk this temporary Committee

coming over with financiers who know and deal with

figures every single day 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 aas erabl

to the federal government. Don't let us get screwed.

Help us. Itês no fun. You send your kidy and you

don't know if he's going to come home or nqs: 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: MThank you, Betty Bonow, opponent of the Bill .

Patriuia Ryan, voter-taxpayer-parent of Nlzfcago public

school students, and a taxpayer. Patricia Ryans 30

. West 64th Place, Chlcago.f'

Ryan: ''I am speaking as a voting resident, a taxpayery a

parent of the Chicago public student, a mother of 4

cEildren, and a wife of a policeman. 1 cannot stand

silently by wh ile a non-elected: possibly non-resident

Committee gets taxing powers over Chicago residents.

This ts taxazioa withouL represealation, and everyone

knows what's happened before. Every person sitting in

this room knows how a governmental Body of this sort

çreated for a specific service grows and grows and

-  . - 
-  

- cliné.y-and clings. Lèok at H.E.W. An Oversight

Committee can be comprised of responsfble: local

citizens interested and informed parents of Chicago
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. This entire Amendment is being unqecessarfly pushed

through too quickly for any of us in thts room t'o ,

give our full attention to a1l side issues and ramifi-

cation '. of what is happeniùg here. Where is the

statute of limitations that should be

wrttten in? Where will this Committee meet? How ofte '

cfll this Commfttee meet? W11l there be publfc .

participation meetings? Ladies and Gentlemeny think a out

what is happening here. Our Chicago school childrea

are a very important part of our state's future.

Do not sell them short. They deserve your best.''

Speaker Pierce: 'fThank you very muqh. 0ur next wftness fs

- - . - - - Mrs. Fraacine Tatimay-lfest 66th Place, John..F.. --- - - .--

Eberhart PTA President...''

Fattma: ''Excus'e me'. . . I am Mrs. Francine Fatima. I reside

tn Chicago. I am the wife of a Chicago police '

officers'and I have 4 children in the Chicago public

schools. 0ne thing that has gotten us to where we

- are are bhe threats that we have received from tbe

State Board of Education as well as from H.E.W. and

a cotlple of Chicago school boards. In the Sun Timec
' on January 6, 1980, Governor Thompson asked..-he was

asked the question if the tax increase for Chicago

was inevieable, and the Covernor asserted, quote. 91

hope not, but .1 donlt 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.l He emphasized, however, that cuts. severe

cuts must be made on thfs plan or it 5zf11...fe wfll fa 1.

I totally agree with the idea of severe cuts for the

Board of Education, and I do not see any at this
'= > - u. . ' ' - '7 . T .
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basic education is a must for the children in Chlcago.
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become the newest model of innovated education and

integration, but really the model we#ve become is '

one of financial deeay. Numerous such clay models of

public educakion are crumbling across the nation.

But realize, 40Z of a Chicagoans property tax bill

is allotted for the Board of Educatioa. Ferhaps this s '

a lesser amount thaa the tax rate for some suburban

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

of Education applies for federal aidy and aceually

federal aid is 13Z of the 1.4 billion dollar budget.

The amounr reserved in our tax bflls for the schools

should have been enokgh and should still.be enough.

. You seç, there is no growth vin Chicago, in our school-'

enrollment. We are loosing populatfon wfth whftes

flight to suburbiay and we have numerous school facili ies

already built. The frills are what must go, and if th y

do, Ehe taxpayers burdens will ease. Perhaps it is ha d

to believe that a resident of Chicago can feel

powerless, but believe Qe we feel so. And I mean

the taxpaying voter. And thereforey 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 Boardy . .

oversight Commïtteey whatever ft fs presently being

calledy must be under the control and scrutiny of

this Legislature and should be a very short lived one

wfth a very short term, and I see no cerlnination date

in the Bill. I personally feel that you are creating

a layer of fat which will perpetuate itself. If this

' new schao%-Yinance aath.ority would have the control to .'

.,u ' ' .- . 
' ' ' ' .

' ' insisl on a bal.anced school budget, that is one thing.

. Bvt, our qqhool Board sbould already be balanced .
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rfghts to decide whether more of tbe hard earned money

. should be spent for Chicago public schools. It has
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been practiced to tighten the belt' in our home, and

that sbould go for the schools. To me what should hav

occurred in Chicago's ffscal mess, and remember, I am

a mother of 4 children in the Chicago public schoolsy

is that schools should .have' beea close'd a moàth so the dust

could have settled. As of nowy there are still no

guar:ntees from that School Board that their priority

will be a sound education for the children over a frïl

filled one. If youlve seen the cuts the Board is goin

to make, 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 he

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 th ir

union. That in itself is inequitâble. I would have

hoped you would demand up front a clear concise

picture of the cuts beiag made so that I could feel

my taxes won't continue to be abused or tncreased 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

batl it out. Just make sure that tax burden isn't on s.

Make that School Board shape up and cut itself down

to stze. Thankhyou.''

Speaker Pierce: ''Thank you. We have about 4 more witnesses

and then we w11l have cur queseions so you'll knov . .

- -  . - 
'o'ur sohedule. Xave I called Sharon DeBella, Chicago

Law and Civic Associatton? ' No . Y ou ? r e on now . Sh aron

. . . . D e.B e l la , We s t 6 3 P l a c e y Ch i c ag o L aw' and Civic Assoèiatlion'. -- ' :
L ' .' .-p.i . =  = -. ..-  . - ==  . .... . - - -- . 2... = m  ' . ' . - . ' . '' - '- L - . . ' ' - - 'G  - '1. . w -

A parent and taxpayer.''

. DeBella: ''Ladies and centlemen, my name is Mrs. Sharon

%Gx.
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most of all, I am a parent. I am concerned about uy

children's education. Now that the Chicago Board of

Educatfon has gotten in so much debt...but the worst

part of this is that this is our money. 0ur children

are being deprived of the basic education that they '

are desperatel# fn need.of. Instead, the Chfcago Board o

Education has become professional babysittersp cooks,

and transportatton personnel. They have invested our

' money ïn programs that are not essential to the

needs of our children to be able to survfve in this

world which we bave made. The School Board 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 the

'co stop wasting i2 on free schools, free breakfasts an

lunches: and bussing. The parent has to take on some

responsibility for thefr chfldren and stop expectfng t e

homeowners to foot the bill. I don't expect to be

paying the rest of my ltfe for people who are too

lazy to gee up out of bed to feed their cbildren or

to give them the love and security they need in the pr -

school years. The Boardrs only responsibïlity is to

educatet,our children between the ages of 6 and 17a and

I see that.- each...and see that each group...school

has the proper books, teachers, and equipment. This

will take up most of their ttme. 1, as a taxpayer and

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

. and a good possibility of our tax increase to further he

whims of a few pressure groups. Thank you.''

Speaker Pierce: ''Thank youz we have about 3 or 4 more

witnesses and then we will be to the questfons.

- ' ' -  ' Patricia Dunagan, Park Manor Neighbors. of 73'18 King

Drive. She's an opponent. Reverend George Riddicky

Staff Vlce Presldent of tbe operation Pusby East 50Lh

Street, Chicago. Reverend Riddick. Reverend George

LRiddick.'' I
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Riddick: HThank you, Mr. Cbairman, Members of this House.

We want to express appreciation for the opportunity

to share our views with you this evening. In a

precipitous and ill-considered rush to judgment. the

Board of Education of the City of Chicago has been adv sed

to prepare ltself for an act of surrender of its contr ls

to a Financial Oversight Committee constructed in larg

measures to meet the demands of the banking and

lending institutions of the City of Chicago and of the

nation. The educational needs and interests of nearly

500,000 children and their parents, 80Z of whom are .

black and brown, is being subordinated to the concerns

of financial and business interests that have their

investments so that tbeir investments will be able

to prove saf'e for the next several years. The

education and the children of the public schools 'of

one of the largest systems in the natfon is being

placed in hostage to those who know very little about

the needs, and apart from their investments representi g

loans at 70Z of the prime rate for notes which normall

sel! at 50Z of prime: care very little about the outco e.
' 

Operation Push oppose: this financial package or bail

out plan. The chtldren 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. 1he Chicago

Lawyery a publication of the Chicago Counctl of

Lawyers observed tbat since 1960, Lhe Board of Educati n

has built more than 140 schools costing tbe taxpayers s me

$400.000.000. It is also estimated that since the 195

supreme Court decision. the Board when interes: and

other costs are calculated, quite likely spent in

excess of 1 billion dollars to sustain a dual system

of education, one for blacks and browns, and one for w ites.

. Among other things this Legislature should know, is

& ' Z'
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were 90 or more percent black when they opened. Nine

were segregated for whitess 3 were majority Hispanic,

only 9 of the schools in this grouping could be

onsfdered in any sense racially integrated. Of 10

upper grade centers and middle schools: 7 were 100Z

blacks from the day they opened, and 2 more were

segregated Hispanic. 0a the southwest side of t:e

City of Chicago, there are 14 schools with space for

1,000 or more pupils, but blacks .are being bussed

eastward to other black schools to prevent them froa

utilizing that space or occupancy of those eastern ezpty s ats.

on the northwest quadron, near Austfn: the estfmated

amount of space is nearly 3,500 seats, but black

children are being crammed into crowded rental

properties to avoid thetr appearance on lily white

islands. This areay namely Austin, reported the

second highest drop out rate of any in the city during

the mid-1970îs. The Enklewood and West Englewood

areas, which provide the pupils for southwest sides

'Roster, Earl, and OîTool' complexes also reported

exceedingly high drop out rates. Schools built to

replace the desperately overcrowded facilities that hou'se

black pupils have an estimated cost of nearly $84000,000.

When a count is taken of the schools in the northwest

quadron. and when the 'Wallers' and Near North Career

Vocational High Schools or the new 'Coolie' which

is equally as segregated and impacted as the o1d

'coolie' Hfgh at a cost millfon dollars for ft '

aloneN the costs run over $20:000,000 just for these

isolated schools. The policy of building small,

impacted, and deliberately underprojected for school

p up i 1 a t tend anc e pop u la tio n is to co n tai n b 1ac ks

r ep r e se n ts a re as on for the fina n ci al fi as co e nv e 1op ing

the Bo a rd o f Ed ucat ion , an d we need to d i s cu ss th i s

ma t te r. T h e p ro po se d C on tro 1 Bo ard st ru c ture h as a l 1

o f th e s ke le ta 1 trapp i ngs th e N e w Yo r k Mun icip al

x 1- 10 - 80
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Assistant Corporationy affecttonately cdlled 'Big

Mac'. The bràin cbild of Felix 'Rohrton' and 'Lasard

Ferris', and we are told that the same firm is advtsin

the Governor and Mayor on what is appropriate in the

City of Chicago. I would remtnd y'ou that some 75 scho ls

were closed in the City of New York and over 14.000

teachers were dismissed. But the larger result was to

be found in a 45Z drop out Yate fn New York City.

Dr. 'Korùso' has tentatively announced cuts extendiag

to the closing 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

fs even more interesting is that for 1981, we learn

of $104,000,000 to $106,000,000 in cuts that need- to

be made. Let me just sight the example again of New

Yorky 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 a1l of this endy Ladie

and Gentlemen of the House? The Board fé being

' forced to submit balanced budgets by reasons of turns

of khe agreement involving the Control Board and
. '

so the 60,000:000 again in.cuts is not representative

of what the final bottom line of cuts will be. First

we must ask to whom is this Financfal Oversight Board

or Committee accountable? If it is to be given

legitimation by the empowerment of chls SLate

Legislature and the Cfty Councfl of the Cfty of Chfcag ,

are not citizens entitled to know to whom it reports?

And what it is required to report? Secondly . who will

serve on thls Financial Oversfght Commfttee. alfas

now Financial Authority? Other than persdns from the

financial community, will there be any public

representatives, and if soy will those public repre-

sentatives equitably represent those who are now provi ing I
1
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the most important resource for the schools? That is

those who provide 80Z of the children of the public

schools of the City of Chicago. Thirdy when will the

publïc be granted full dlsclosure with respect to

the complicity of the financial community in the

' ' F th but'even prior to 'Board s current imbroglio. our ,

these questions is the issue of the structure of the

Committee itself. Let us remind you that Mr. James

'Rue's Vice P.resident of 'Merrill Ly nch' stated that

thezmrefer'ence . ié for a small Committee with unevea

number of Members, perhaps as small as 5 persons wfth

staggered terms. %he Commfttee would be in power to

- . ....- . ...-.-  . n . o v .. n .A .4. . .- .o. ug.4 h .- .N m o.+vx.:.&Ta.m......V OZl11 Ql œ c n C u O C V u c O C S u Z tz .u 2. Y n ZJZ u mG =. u

balanced budget. ;Th+ Board would be required to submi

. its budget to the Financial Oversight Committee

before acting on it. 1he 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 financia

colxrum tty.'. Thn Financial Oversight Committee or

Authority is in power to approve or disapprove a11 bor

rowing undertaken by the Board aad to approve or

disapprove any labor contracts or contract modtficatio s.

It can approve or disapprove any contracts with vendor

also that exceed $25,00.0. Ladies and' Gentlemen, I

suggest to you that thfs is surrender of the powers

of the Board of Education . That IL is surrender of

their abiltty to significantly determtne the direcLio'n

of education in the city or of educational planning.

That it means, in facty thaL the Board of Education

'is reduced to nothing more thân a day to.da.y-advi.sory . -

council making periodic reports about its stewnrd ship.

- As it is evident tbat some monitoring structure
' 

!
. wfll be empowered, Operatioa Push contends that the
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and tegislators represent its position. The structure

must be limited in powers and should have a definite

time limit on its existence. T e structure should be e-

quired to help raise revenue, and it should be compell d

to live by a ceiling On a11 curtailments and cuts

in services that it would make to school children.

Pus% joins those officials in insistfng upon built in

. publïc accountabïlity wlthfn the structure and equftab e

representatiop of blacks and browns and other minoriti s

on the structure or authority itself. We serfously

question the fmposftion of a chancellor for the
N

school system, but if the larger...:'odel of New York

' ' is any guide, the Deputy Director of Big Mac'j you'll -' - -

remember, took over the position of chanceltor in

the City of New York. For us this is nothtng short of

tyranny. We therefore call upon you to reject a1Q

punitive measures designed to make Chicago's cftfzens

and their children pay through the nose. Rather we

urge this Body to conduct a very thorough investigatio

of all of the transactions and events that have taken

ptace and to forthwith assess the results of those

' events caused by actions engineered by past and

present Board Members. Not a11 of them , to be sures

but certainly the current President and Vice President

should be subject to scrutfnfzatlon ever ehefr roles,

and so also should the past superintendent, Superinten ent

'Hanan'. Another matter deserving much scrutiny

concerns the fatlure of the Cook County lssessorrs

Office to collect taxes due to Cook County. Particula ly

the corporate personal property tax. Tbis past

year, a report of the Civic Federation diseloses that 1
. . . -. . 

- . .
' some 239,000,000 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 bfllion dollars in
' j

ltaxes have remained uncollected. This re resents
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negligence of the highest order. Nor should we ïgnore
1 , ' 9the Board s present lease rental arrangements with

occupan ts'zin many instances of prime loot properties

and other properties in the City of Chicago. 'he fact

for example, that the Board recently sold a prime ptec

of loot property to First Eederal 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

for establishments as large as Carsony 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. ke want to thank you for this

opportunity. We urge you to think children, but to

think a11 children in the public schools. to think a11

citizens in the City of Chicago. For if we confine

the City of Chicago to nothing, the State of Illinois

will be threatened also. Thank you very much.''

Speaker Pierce: ''Thank you. Our last witness before...unless

Mrs. Rohter returns is also an opponeat, Dr. John R.

Porter, Pastor Christ United Methodist Church and

Spokeman for the Blaclc Education Coalition. Dr. Porter.''

Porter: HMr. President, Members of this fine State House,

it is a prtvilege' 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 cftfzens 1fk

yourselves who are willing to pay any price and

make any sacrifice to make our state and our cities

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

one of the spokesman...spokespersons...a busload of

folk in your gallery who bave gone without food

' since tbis. morning. And I think- .l don't know how y u

do this...these folks are hungryy and they are anxiou

to eat. 1 simply want to give them a rouad of applau e

for not only being good citizensy but for stayfng

' so long. We, the Representatives of organization,

w :
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broadest spectrun of black coumuaity life presents

the case and the cause of our grievances to the

Executive and Legislative Body of the State of

Illinois and to the publlc fn general. The occasfon

of our grievances: our outrages our moral and righteou

indignations is one of immense and farreachfng proport onsy

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 Democratfc

limits of due Process which are provided by the

Constitution.of the State of Illinois and by the

Constitution of the United States of America as well.

We do proclaim that a11 executive and legislative

procedures on what we determine as tbe Springfféld

plan for the Chicago public school system are illegal

and should be held in obeyance until duey fair and

just processes are re-established.. We strongly urge

a11 elected Legislators to refrain from participation

in a11 measures which are currently in process to

push this plan for financial remedy for Chicago's

public schools. We strongly beseech a11 elected

Legislators to cease and desist in a1l conference and

deliberations to hastely approve and pass into law

' such Bills which have obviously circumvented and

bypassed normal and Democratic procedures. l'le strongl

entreat upoa the legal and moral consciousness of

al1 elected Legislators for full and open submissioa
: *

of a11 Bills and a11 proposals Lo the proper.tchanaéts

Committee study and appraisal fn both the State Senate

and the State House of Representatives, whereby the . !
- - l ..

votfng communities whfch are most affected by such

precipitous action can lend decent, consent, and

recommendations in terms with the final outcome.
I

' To do otherwise, my friends, ls tastamount tor, '. iI
!
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dicatorial conspiracy on the part'of the governfng

Body of b0th the state and the City of Chicago.

Specifically: we address our grievances and our outrag

to the Springfiéld plan for Chicago public schools

from the premise of the following measures which have

been forced upon us wfthoue adequate time for black

elected officials to study and act upon them.

Number one, we opposed the composition and 2om powerin

of an Oversight Committee. For such a Committee

becomes superordinate to and superimposed over

existing structures of schools and school codes.
' 
b r diminishing correct and sm00th operations by..furt e

the very definition and nature of such a superstructur .

The financial mess of the current Chicago's school

' budget and ffscal arrangements fs further compounded
. C.

by the call for and hasty legite lizations of an

Oversight Committee. It is our ffrm belief and

our recommendation that the governing bodies of b0th

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

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

Proceed Revererâd.'' .

Porter; H...Can take the tfme to follow due processes and com
' up with a satisfactory arrangement that does not

smack a political collusion with Wall Street and other

high financiers. For perhaps b0th political and

financial gains that may be more visible as time goes

by for everyone involved Governor, Mayor, Legtélators

bankers. It would have been even more feasable to

solve the current and the future problems of

Cbicago public schools to 'procedures 'that would

include those LeMislators an: those cltlzens vqer

our leadership who pay :he taxes for governmental

services an'd who are most affected. The crfsis did

not develop overnight. It should not be rushed to

' solutions overnight. Number 2, we oppose the fact tha

...m -
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fair representation. Incorporated in this grievance

is the fact that b0th the Governor and 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 o ther hand : and without the same manif es ta tions

o f a n L c . F o r :: n d e e d i f t a x p a y e r s h a v e t o b e t a x e d iP ,

order to generate the neces sary revenue to repay loans

they sbould be consulted and be Democratically involve .

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

measure wbich will cause cuts in teachers and otber

' staff personnel of Chicago schools vis-a-vis, these .

hasty measures to not only resolve the ffnancial

dilemma of the moment, but to apparently satisfy some

already prepared tip on the back burner plans to

either eliminate our general personnel and services

in Chicago public schools under the smoke screen of

this erisis. In otber wordss no direct services to

children of Chicago public schools should be curtailed

or eliminated until a11 financial and educational

factors have been carefully examined. Equally, no

further curtailment of personnel should come about until

a11 federals state, and local laws and codes have been

examined and are legally' executed. A11 state officials,

the Governor, Legislature should call for a full

investigation of Chicagols compliance eo federal

laws and guidelines which would provide more access

to funds for Chicago schools. Inasmuch as over 60Z of
' ' 

hool's populatton are blaek children... .. . the chtcajo sc . . .

It was at one time conceivable and now clearly obvious

that little emphasis is made on still existing patterns

and programs of racial segregatfon and racial discrimin tion

ï n t h e c i t y . N um b e r 4 y w e c a 11e d f o r f u 1 l i nv e s t i g a t i o
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of mismanagement of funds by the Chicago Board, but

additionally, and in spite of the fact that such

investigation has already been called fory we cast thi

request in the rim of reality that causes us to

demand that at least 3/5tbsy tbat is 60Z of investigat rs

be selected from the black community. This reqùest .

is made in order to guarantee that full disclosure of

management is made and at the interest of the malority

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 tbe State Legislators to demand full'

public hearings on the Chicago school's financiat

crisis involving b0th the City of Chicago Legislators

and the State of Illinois Legislators. .In opep . . .

confrontation wfth those offfcials: those employees mo t

involved in the crisis which has brought everyone to t e

' ink of disaster and to such high levels of stress-br

Arrangements for these hearings can be worked out by

both Legislative Bodies and then be made public known

as to tfme and place. And ffnally, ft must be made

abundantly clear that mobilization arouad thts issue

shall continue in black communities of Chicago until

our grievances are heard, dealt withy and our outrageo s

rage. Blaèk children will suffer even more as a resul

of what is taking place at thfs time. Black

economic lighty black social and phsycological

stability is further impinged upon and further emanate
. . t

by what is being done at this moment. Enough damage

has already occurred and thusy if insensitive and self

serving politictans opt to further concern black '

-childrem to tbe 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 .

Ike will take the case and the cause of our legitimate
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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 J'ustice for a11 is a world that endangers

whatever fairness and justice in accords to as)

chosen few. Thusy as officers aad leaders of the

Black Education Coalition, we ask the Legislators for

full consideration of measures that beseech and

delineate these and a11 other privileges of liberty.

Respectfully submitted by officersy leadersy members

of the Black Education Coalition. I should lfke to

read a pàrtial list of those whom I speak for: Chikag

Urban League, Chicago N.A.A.C.P.: Operation Push,

'Kinvood-oakland Community organization', Black

Administrator of Cbicano schoolss Black Educative

Association, Black Business Associatfon: Midwest

Community Organization, Grand Boulevard Civic

Organization, Westside Service League, 'Catanavolon'

Community Organization, Parkmana Neighborsy Southend

Community Association, Englewood Community Associationy

Black Women's Auxilaryy Palmer Foundation. Second

Wazd Concerned Cftizensy Third Ward Concernad Citiueas,

Assoctation African Historians, ...to the Powers of

Educatton, Black Teachers Action Leaguey Chicago

Assembly for Political Education, 24th Wards Concerned

Citizens, ...southwest Community Improvemeaz Associatio ,

West Chathan League of Parents,..os and the many other

organizations. Thank you.''

Speaker Pierce: ''Thank you very muclu Dr. 0ur final witness i

a proponent who is to testify in tbe Senate for the

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

' not a Dr. but.èlrs. Catheripe Rohter. Let's havq some
. ,7 !+ .. . . . .. - - . . . . .

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.''

. 11 * *
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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 you 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 o'ver the weekend.v.ê'

Speaker Pierce: nWe can't hear...so werll clear the aislesy

stop the conversationy and the electrtcian will give

Mrs. Rohter a. little more power thereo''

Rohter: nl know that you are anxious to hear what the Chicago

Board of Education is going to do for itself. Youtve

heard what the other Members...what the other parttes

to the agreement mate...tn the Governor's mansion are

goinq to do. We? of coursey wil1 be wqrking with

the Conerol Boavd cooperaeively. and in a spirit of

cooperation. will reach the cuts that are necessary

for us to continue with an educational program in Chic go.

# It isn't a questfon of vhat programs aaY more. It is

the question of will there be a program. Ne need imme iate

relief which is khy this emergency legislation is be-

fore you. The $140:090,000 that uas pue together
' wtll 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 renaking on thezagree-

' nent but because the commtttmint hasn't been turned in o
cash. We are in that kind of straiiht. The cuts that

we will be constdering are going to be painful. They

are going to be serious. It is going to be very difft u1t

for the people that will recommend them to us. We are

going to make them. 0n Sunday afternoon I asked the

. . . . . .. ép a r d Memk! r-s s t o. r e.e-? g n i z q. . t h.a t VJ e w 1. l 1 b e l o oki n g f o r

$60,000,000 in cuts for this school year ending in

August. For fiscal ,81, it will be necessary for us
I

to reduce another $106a000,000 in order to operate !

. 
within revenue. It is gotng to be a different kind of
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publfc school system. Heretofore during my 9 years

on the Board: there has been cuts charted outs but alw ys

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 kiad

of cut but they will be hard money cuts. We are opera ing

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 wi11 not be monetary. We will be

looking for help in asking you to review the.mandated

programs which are not fully funded: which are terrkbl

expensivey and which the chfldren of the City of Chtca o
-  . . z a .must have in order to reach their potential. 1 specifically

speak to the special education programy one of the costliest

programs that we must deliver. Those children are leas

able to defend themselves. We need to have a betier

cash flow in the fiscal '80 budget....uThere 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 superfntendent has been

directed to make these cuts. I think the superintenden

has the courage: and if you will. guts, to do ft. This

will be coming to the Board Just as soon as I come back

from bere. We will affect the majority of those cuts

on the first day of the new semester, January 28. I

have been asked today in the Senate: 'Has there been

any cutting since your financial crisfs came to light?'

And tbe answer to that question is yes. Absolutely no

purchases have been mades contracts that were agreed

to and not signed, and no services or aatertals receive y
' ' e . . .' 7kl1' 'be looking at 'the kind of 1'bave been AD@C:i1k8
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that will be a base line rrogram. That is whatprogram

is requtred by code, what is necessary for accreditatioa

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

When we have that ffgure, we wfll then see, efther .
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priorities iato the base line program, and put those

to affect as the dollars became available. It may be

that tie people of Illinois, City of Chlcagoy are goin

to have to make choices. If they want particular

Programs that are in place now that we can no longer

continue, then we will bave to look at whether the peo le '

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 gotng

to be hue and a cry. There will be no sacred cows,

and that is essentially where we are. 1 would ask you

to look at 'the very light of publfc education in Chica o.

Without vour help. it will surely die.l' .. . - . .- - .-

Speaker Pierce: HThank youy President Rohter. We have

' completàd our testimonies from opponents and proponents -

. of the legislation, and now we approach the question

period, The Gentleman from 'Will, Mr. Leinenweber.ll

Leinenweber: ''A question for Mr. D'Esposito. Mr. D'Esposito

I have a question for. D'Esposito.''

Speaker Pierce: loulian D'Esposito, Chief of Staff and Counsel

to the Governor. Is he here?l'

' Leinenweber: ''Wel1, is there anyone else familiar with the

Bi11?''

Speaker Pierce: ''Art Quern, right? Okay. he's coming. He's

' out of breath from the second floor. Okay, the

cenfleman from Willy 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 explanatfon of the Bi11, Section 34-37

a new par.agraph wbtch allows the abolition of the workipg

. .--v L -' kt * - -- . . - --

cash. funzll-- And Section 34-38 which allows the recreat on

of the working cash fund. For what purpose are these

2 i tbe Bi11?M Eprovisions n

D'Esposito: ''We have spent the last hour tryfng to get a... 1
an explicit statement of thfs princiile because we are
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aware of the concern of the House.''

Leinenweber: 'îI can give you the explicit statement of the

principle because the School Board comes down every

year and proposes the exact Bill, and evevy 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 k this past year, this would allowad
the abolition of the working cash fund...the transfer

of the moniem in that fund, which, as I understand,

th e Ch icago sys t em invo 1ve s bnnds .totalin: pf approx-

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 resolutton,#

t u r n r i g h t a r o un d a f t e r 11 a v i n g a b o 1 i s h e d wo rk i n g

cash f unds and re crea te i t . Tha t # s what . . . I don '-t

live in Chi cago s o i t really do esn ' t make tha t mu ch

d i f f e r e n c e t o me I g u e s s o th e r t h a n I am a f r a i d o f th e

r i n c i p le We a r e s e t t in g h e r e t h a t s c h o o 1 b o a r d s i nP 
-

my are a wi 11 b e coming down he r e s aying Chicago c an

have it, why can't we. And thïs would allow an annual

' creation and abolition of working cash funds which

would involve certainly an annual new tax. Tbe...f'

D'Esposito: HThe explanation that is given to us by the

' people who inserted this in the Bill, being the School

Board and some of their advisors ft that the...this

will permlt the collapsing of the fund itself into

the education fund and will noL impact the portions

of that particular statute which permits the issuance

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

Leinenweber: ''0kay...'' '

' D'Espostto: ''Thkt fs tbéir 'explahation'''. - ' ' '

Leinenweber: ''I can understand that...''

D'Espostto: ''I may not..-let me finish. I am not convinced

. of that, and we have asked them to come from whence
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because I am aware of the concern.of the House on this
jl -

point.

Leinenweber: HWeII...M

D'Esposito: HAnd if in fact, tbis is anything other than

an ability to provide some accounting flexfbility, it

Will come out.'' '

Leinenweber: f'We11 it would appear to me just so that the Me -@

bers from Chicago who w111 have to face their constitu ntsy

it would appear to me what this would permit would be

the collapsing certainly of the workfng cash fund

which presumably means that the City of Chicago

would no longer need the working cash fund. But then:

if that is the case, then it doesn't seem to be any

. reason at a11 to permit a recreation of the working

cash fund. One of the schools have a1so...H

D'Esposito: HIt has also been represented by the. ..by one

of the Representatives from'the School Board: and he

has not consulted with his clients, but it is concefva le

that the recreation could be strickened.''

Leinenweber: HOkay, either that...put something like a 7 year

I thbnk that is what we exacted on 'Trlton' Collage,

' 
a 7 year period that they would have to wait before

they could recreate it. Ihis would prevent that

accounting flexibility as you referred to it.

. Anyhow, that will be reanalyzed in the Senate. Is tha

correct?'l

D'Esposito: OYes: 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

' authoriLy. %he power to purchase real esuate?î'

D'Esposito: I'The Section 201 are general powers typically

given to special districts.''

Leinenweber: nl don't see...1' ''

. D'Esposito: ''one of which is typtcally the power to purchase

s * tk
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Letnenweber: nWhy would...'' '

D'Esposito: HI...dubious that they would exetcise that.''

Leinenweber: 'îWe11, 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?''

DfEsposito: nNo 'î

Leinenweber: HWhy wouldn't they if they are allowed to buy...'

DfEsposito: HThey have no power to operate schools.''

Leinenweber: 'qkells they certainly could buy thel.real estatq.

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

D'Esposito: HThey may buy real estate for its purpose...

for fts purposes whfch fs not to provfde to schools.''

Leineawebvr: ''We11 it is necessary or convenfent for ' '9

ft purposes...that seems to me to be a pocer...''

j jy 
'

D Esposito: This is not lntended to create a building

authority for the Chfcago school system.'' -

Leinenweber; ''Another question I had, which I think has been

I'm eertain argued over in the Senatea that is elimina.ion

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?l'

D'Esposito: MI am not privy to who is intended to be appointe

to this Board by either of the appointers. The purpos

of this is to...other than Mr. Van Corkum whom you hav

mety...who himself has fndicated that he does not have

a conflict under tbis or the other...'' '

Leinenweber: 1'We11y what is the reason for elininating- .''

DlEsposito: ''The purpose of this is to provide more flexibili y

than :he Corrupt Practices Act currently does. The

Corrupt Practices Act prohibtts the person from serving
. ' )

if he has an interest. This would permit a person to

abstain 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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Letnenweber: HAre you aware of any specific Acts that permits

the appofntment of people to such a Board with the

powers that this Board has tbat has a similar provisio .

Is there any other provision in law?''

D'Esposfto: Hl'm not aware in Illinois of any of any such

provfsion. A similar provision does exist in the New

York statute as I recall.''

Leineaweber: HAlright, now I'm not sure I'm clear on these.

The power t:' issue bonds...they may fssue an amount not

to exceed $500,000,000. Is that correct?''

D'Esposito: ''Yes.M

Leinenweber: ''Now 'is it contemplated that as these bonds are

paid off, that the Board will contfnue to issue new -

b o n d s 's o t h a t i t w o u 1 d b e $ 5 0 0 > 0 0 0 , 0 0 0 ? ' 1

D ' E s o s i t o : '' N o '' . ' ' 'p .

Leinenweber: l'Is it within the power of the Board to continue

to issue new bonds as they are paid off?''

D ' E s p o s i t o : '' N o 11

Leinenweber: ''Where is that in the Bi11? 1...*9

D'Esposito: ''Its absence negzatives 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 n

m ore. '

D'Esposttù: ''Other than refunding.''

Lefnenweber: Hl'm not completely familiar with the bonds.

What exactly is refunding?''

D'Esposico; '.1111 let Mr. Scbwartz do dome talking.'' .

Schwartz: ''The easiest way to explain fL I think is to give

an example. If, for instance, they sell the $500.000,0001
t

tbis yearrand the.market interest rates are relatively f
. 

*

jhigh say'th-ey Nave tl'pay 8 or 9Z, in 4 or 5 years

from now, kf interest rates drop down to a more

traditional historical level, they may be able to
!

sell bonds at 5 or @Z, they would then pay off a11 the...

They would call a11 the existing bonds, pay them off,

z'---
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and have a $500.000,000 bond tïssuance at lower intere t

' rate...saving money.''

Leinenweber: HThey could not...they could not buy more than

it would be necessary to pay off...î'

Schwartz: ''No, they could not. They could on1y...H

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

information: it is not in here, but it refers to anoth r

Act, the maximum rate of interest on the bonds to

be issued is appareatly governed by another Actp an

Act to authorize public corporations to issue bonds

and other evidence of indebtedness. What is the

maxfaum rate under that Act, uhfch apparently fs here

by reference?''

Schwartz: 1'I think we just did that last fall when we were

restructuring a variety of bofrowing mechanisms with

the abolition of the personàl property replacement

taxz and 1 thtnk the most recent change is the

higher of 9Z or 70Z of the prime rate of the

largest commercial bank in Illinois.''

Leinenweber: OAlright: on page 42, the authority fs authorfze

to issue renewal notes. What exactly is that?''

Schwartz: HWhat page is that again?''

Lefnenweber: ''Page 42, lfne 34 and 35 efoo.ffrst 2 words on

4 3 . î '

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. In fact this whole Section 34A-506

deals wtth bond anticipation notes. As the bond

anticipation notes come do it, tbey still think that

they are doing better to have a very short term note

. . until thev- finally make their long term notess they . .

can renew the bond anticipation notes again for a

short term.'' .

Lelnenweber: ''In other words, they can roll over the anticipa

tion, but they can't roll the bonds. Is that correct?':

A
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Schcartz: 'Q e fs the bond anticlpaeion noees that they tare

rolling over because they donlt tiink that it is...

that is it...it.takes goodœ conomic sease to...

the only optfon of...2b

Leinenweber: HThat is the only obligation that could be rolle

11over .

Sccarta: 'Qhat is correct.''

Leinenweber: l'Thank you.n

Speaker Pierce: HThe Gentleman from Cook, Mr. Huff.''

Huff; MThank you, Mr. Speaker. I have a question I think wou d

be more appropriately addressed to Mr. Van Gorkum if

he is here.''

Speaker Pïerce: ''Mr. Van Gorkum.''

Huff: MYes.1'

Speaker Piezce: HHe's in my seat. Alright, the Gentleman fro

Cook, Representative Huff has some questions

of Mr. Van Gorkum.''

Van Gorkum: nYes Sir.''

Huff: HMr. Van Corkum, in.some of your initial remarks you made

reference to why you could not allow the schools to

close in that it would have a dis@sterous financial

' affect on the schodl as well as the city. Being a bus -

nessman yourself, would the...that affect be precipita ed

by the fact that municipalities like employers now

pay into the trust fund, and that if the schoots

had closed, that would have set in motion some 50,000

employees drawing unemployment checks. Nould

the city of Chicago or the Board of Education be

responsible for the beneftt wages paid there, too?''

Van Gorkum: ''I'm not sure I understand exactlytwhat the

question is. I'm not sure I understand exactly

what the question is.''' . - - ' '

Huff: Hîkell we are talking about unemployment insurance, Mr.

M a n G o r k u m , . . . ! '

van Gorkum : ''I see-''

Huff: ê'And I am tryfng to ffnd out what would have been the

' ym... 1-10-80
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59. '
fiscal lmpact had th

e schools closed, and who vould ha e
paid the un- . the beneflt char

ges pafd to those
eaployerswo xemployees tben seekt

ng unemployment
' insurance?'l

Van Gorkum: ''If tb
e schools were closed?''

Huff: 'lYes S1r
.
î'

Van Gorkum: MI und
erstaad that the school system is self

insured as far a
s unemployment is concernedy and there

fore the school s
ystem itself would have t

o pay the un
employment benefits t

o the employees. Alright?l'
Huff: ''okay, so that would amounted to roughly. . . Do you

know what that amo
unt would bave been?''

r
Van Gorkum: HAbo

ut $7,000,000 a.week I thiak. Where's Kay 
iRohter? See if you can get Kay 

out here. Will you? 1
I was very surprised to find that they 

were self
insured, and I...so the figure sticks tn my 'mind . '

I
that it is aobut $7

,000,000 a week of uaemployment
i' 

,, )
if the teachers are 

not employed.

j-Htiff: nWell the reason I'm bringi
ng this up is because I )'j, '. y *bave not heard that computed. And the. - .tbat obligation

'j .
$0.

t h a t y o u . . . o r t h e d eb t s e r v i c i n g t h 
a t y o u a r e

k
anticipating with regard

s to the.o.just the operatioa 
l

' , 
l .'

part of the procedure
. 

.

j '
1

Van Gorkum: '''No that': rfght, because our computations do not tu#
!assume the schools will be closeds and so we hav

enft j'
tput that into our computation

. But we have assumed 
j) ..they'd be openedy and of coursey tbe weekly payroll

is about, over $20.000,000, so it is much more than the '
!
(,j(.$7,000,000 of unemployment that would be payable 
jj 'if *he schools were elosed, so wegve used the larger 1R
t'ë.ffgure to come up with our forqast. 

. 'i. . <w. . 
f

Huff; ''We11 I thrink thar fs figured more accurately with ' ' 1' 

T.the...around tbe $i00
,000y000 a year. Tf Lhat... ff tha ',p'h

ad came about. . .but...slightly put it b
ack to see SZ

.jgl
.k(e

that :he oversfght has nade an overstght on tb
at. But 

f1f. . . to deal more specifically wfth where you are now
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what would be the Committee of thK Authority's

estimate of what this...this cost would be during

the cuts that will come after this legislation is

enacted?''

Van Gorkum: 'lThe costs of what? The costs of the unemploynen ?''

Huff: HYes Sir.'' '

Van Gorkua: ''Now the cost of un... If the schools were to .

close, the cost of the unemployment would be $7,000,00

a week. ln the course of one year. that would be

$350.000,000.11

Huff: ''Alright, then my next question would be, which I haven't

heard again, what would be...what provisfon are

you making to cover that expenditure?f'

VaB Go rkul: ''1q4.1.a-. xe-#xe- qp-t- xqlqing- qpylzb.ç qqslzu--w-e--ar e-.ma-'s.t.n ...---' . j

provision for a much larger expense. Namely the

expense of lceeping the schools open. It costs

over $20,000,00: a week in payrolls to keep the schools open

a s c on t r a s t e d t o $ 7 , 0 00 , 0 0 0 a week f f they ére closed .

Actually of course, that comparison is not cocpletely

valid because if the schools close, a 1ot of other

bad things bappen. First of a11 :he schools start

' losing their rights to the state aid for every day that

' they go beyoad a certain day that they are closed. In

other words they have to be opened a certain number

of days in order to get their full sch...state aid.

Secondly, youAll 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

tberefore they are entftled to get their money and so

forth. Closing the schools would bring a whole host
. . 7F'.' @. . . - '' .

-  . c Of Problems. BuL in 0ur financial forecast, we i

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, Sirs but given that the sehools will

, * . < G E N E R A L A S S E M B L Y
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so far there seems to be a reasonable exp'ectation tha

your own Committee wi11 be looking forward to

budget cuts in personnel...on personnel and the

budget overall as to some of the personnel that vill

be 1et go. That would then make my question relevant

to this phase of the operation whereas I was speaking

hypothetically before.''

Van Gorkum: HI see what youdre saying. In other words;

ff we were to 1ay off a certain number of teachers,
' 4j

we would h ave t o pay them unemp loyment 'insurance .

Huff: îlThat is right.''

Van Corkum: ''That is correcty and that will have to be covered

when we say there bas to be $60.000,000...$60,000,000

cut out of khe budget: that will have to be a net

figura: and i: will be reduced by whatever the unemploy

ment insurance is. And that's in turna 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 understan

that we only pay, we only have an oblfgation to pay

uneéployment insurance for 26 weeks-''

Huff: HI see. Thank you.''

Speaker Pierce: ''The Gentleman from DeKalb, Mr. Ebbessen.''

' 
j

!
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62.

Ebbesen: nThank you, Mr. Chairman. I would like to ask a

question or 2 of Mr. Perkins. Is Ne still here?ê'

Pierce: MYes, hq is here. John Ferkins. Representative

TEbbesen from DeKalb has not stated his questioa, but t e

Gentleman from DeKalb, Representative Ebbesen, former

'
uG ayor of tbe city of DeKalb.''

Ebbesen: nThank you, Mr. Chairman. Mr. Perktnsy I woutd like

to say that my questions are really directed to reflec

a 1ot of light and very little Eeat: and I don't want

anything misunderstood, at the outset. but I'd like to

know as far as the outstanding bonded indebtedness tha

exists in the school district in Chicagoy what it that

in toal number now?''

Perkins: ''Don't hold me to the exact figuresy but I believe

it fs in the atea of 6 to 700,000,000. Is that rïght-?

I believe that fs about rfght.'l

Ebbesen: ê'Six to seven hundred mfllfon dollars? Weil, in any

. e v e n t . . . ''

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 instituttons?''

Perklns: ''A 1ot of them are held by banks. The major buyers

in the tax exempt market tend to be commerctal banks,

itock insurance companies have a 1ot of them, and indi -

iduals are the third malor category.l'

Ebbesen: ''Maybe you don't have the answer to this question

aL your commandy but I1d like to knor: if it is

6 to 700y000>000y or whatever it isy what percentage

of those bonds are held by Chicago lending institution

as gpposed to other than Chicago?''

- . r ... .. : - . z r! . . , z y g y e
. 

P e r f ny-n I r e a 1 1 y c a n t a n s w e r t h a t > a n d I w i s b c o u , - c

cause that question ls frequently asked.''

Ebbesen: ''We11 ..'1

Perktns; ''The breakdown of what fndfvfdual fnstftutfons hold

is not available. The banks for one reasoa or another
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63. .

may have had a 1ot of them at one point, fewer at anot er

point. 'Tax positions change, and there really is no w y

of answering that.î'

Ebbesen: '1We11, I'm from the 37th Legfslaefve Dfstrfct from

DeKalb, as I bave just pointed out to youy and there

is a kind of myth that is running through our distrtct

that the lion's share of these bonds are held by downs ate

lending instftutions, and I would wonder if you say

there's no way to put a handle on this, and we're goin

to be casting' a vote bere later tonight or probably

tomorrow sometime...''

Perkins: ''Right.''

Ebbesen: H...On some very important legislattonx and I think

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 lpcated...

Is there some way that you can ge: an up an answer thro gh

a11 the sophisticated operation that we have in the

lending institutions in this state by tomorrow?''

Perkins: I'I really don't believe I can. We#ve searched widely

for that. I think you should realize that the banks in

Chicago ltold 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 '.f.s ulsMided 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.'l

E b b e s e n : '' 54 e 1 l . . . ''

Perkins: ''Very sorry.''

Ebbesen: ''We11, as far as this myth is concerned that I have r -

lated to, could you validate or deny that most of the

' ' '' '-  b'an ds a r e- th e-ld- ..b.y ' d own s t a e e lend i' n g f n s t'i t u t i on s ? '' . . ' ' '

Perkins: ''My guess would be that that perhaps is a little

ions may hold some, lstrong, that a 1ot of the institut

' but a 1ot of the Chicago institutions do. But I think

if you looked at ity they're dis ersed a11 over the cou try.'
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64. '

Ebbesen: NNow, another questions does the.Eu... Is it the

Contfnental Baùk?''

Perkins: ffcontïnental Illfnofs Bank, yes S1r.''

Ebbesea: HDo you haveo ..your bank...any leases involving

School Board property, or are there any trust accounts

that have leases?'f

Perkfns: HI don't vant to be categorical because there is

always something that turns up. As far as I know, we

' do not. It may well bey though, that we may have some

' accounts... Some...somebody for vhom we are trustee

that does have some property lease from the Board., To

my knowledge, we don't have any, but that.oothat's the best

I can offer.

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

. your own banky or any of the trust accounts: before

the Board of Appeals.supporting cuttiag of corporate

personal property taxes in the last 10 years?''

Perkins: 'Q utting of corporate personal property taxes...

Well, the only thing 1 can think of is that...the bank

itself filed a suit on the replaeement tax which was

done in e. very cooperative effort with the Governor

and others as a test case to geD ft on to the coure

so we could move ahead with the tax.''

Ebbesen: ''Alright, 1:11 repeat my question. Has your bank

ever appeared on behalf of your own bank or trust acco nts

encouragfng lowerfng ef corporate personal property taaes

on behalf of corporations? Yes or no.''

Perkins: ''I don't mean to equivocate, but I really can't answ r.

We may very well have...we may have very well had

some posftfon in certain cases where this seemed the

. . . . - < ' . yj '
. . 

- ' 'prope: tbtna, pakticularly on trust accoùnt.s.
- . . - L.. . . - . . . . .

E b b e s e n : î ' I f ' '

Perkins: ''0n the oLher hand, 1fd like to say we worked hard t

help develop that replacement tax so that we would get

. the revenue we need.''
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65.
Ebbesen: HI aa very aware of thaty ànd that was a fine effort.

. 

Anotber question ls if we find, if we can ftnd that th '

Chicago banks hold few of the outstanding bondsy... '

I would like to know at what approximate date that the

discontinued looking upon t:at with favor as a good

fnvestment. And I don't expect ycu to ansuer that

tonfght, but I certainly would think that this

information should be made avat'lalble at this Generàl .-

Assembly before we start passing and voting hopefully

tntelligently on some very important legfslation

because I go back to October 23 of 1975 vhen ve had
l

a sfmflar sftuaefon. I forgot the exact amount of

- 
k. !

-- - - - - - -- . 
. ..- 

z ..=  . z- -- '- ---.w . --- ..
whether it was 75 or 80 millioa dollars thY f the

scbool district needed in the City of Chicago, and at 1
that particular time uader a different administration, '' '

we were faced with a very 1ow fncome...not income. but

bank batance here in the State of Illinois. The schoo .

dfsrrict came down looking for 75 ori80 'million dollar .
t '

And I asked a question at that time; and I have the...

I won't bother to go into this, but specifically, but j
generally would reYate ib to the corporate parsonâl !

property tax. Now historically, hfstorically, that

the County of Cook was always very good at collecting '1
1real property taxes like Ehe other 101 counties, but
;

when it eame to the corporate personal property j
taxes, their average is probably souethfng 48> 49. 50Z

o f collections o f wh a t ex t end ed . N ov . . . xzi t h yo u p e o p le

involved fn this legfslation and looking for a r

solutfon to a problem wlth tbe Chicago schoolsa and it's

. 

1
l

a state problem, 1111 admtt that. I dongt want to go l
u . . . . . . . 

int8 a11 the ramifications and the overlappingg howeve 5q' . '.

- 
- e ' < = - . - ' 

'' ' 
'

- . .. . . - .5a. : . . .

x aùued a questson ac tsat ttme about what Ehe àoarz ..rl
of Eduuation was dofng in terms of looking into l

delinquent corporate personal property taxes that average. .

somethlng 150 million to 200 million dollars annually
' 1

delinquent. You heard testimony previously. I forgot t
l

I
+MA- t - 

'

rr * 
* '. . 

' ' G E N E R A L A S S E 51 B L Y ' '
' 

d Q . 6 '-z- -t - Y ' < a..v-..w.t . . . . . .-. . - n ' . c ' L t -. .v u z . r.' Diyf '.Y7.+......1.:.V. . .

u
'. u u. . 

f .J 'K.;L'?- go . . . ,. u . -. . , ., : - sWsvgcp-j-p;. ungfcgrk'';.r . . . . - .== . .-.1---.-. m' ' x. . = ty), mvr a.a- - .- -- . . =' :..-.k<4

'nazmumfan' .-i*% . r#'. -,=k-z.-uz... --,rr,.kc---'-- . wët<3#7.Alrfm >ttM uv---.='lL--='='. r. .= . . - ' .
- '.' .--. 

' 
'kzwzvgreFjkr-mi-'L'c, :. - . . 

=.r . . . . ......u.r.u-.. =v= -- =- .-- =/-=r=. -= - 2=. - - n-- -- '' J -- '-n'--ê-LX'c< f RL- '. .--. '.H 7=-.:?='.==  - ..c..



:

66.
what Gentleman expressed itp but it was maybe Operatio

.' Push, Representative.w.whatever it wass but in ten

years it is up lkvbillion dollars. Now, have you

people, in putting this package together, looked into

the possibility of growing out because tbose corporate

personal property taxes go into the general revenue

of the county and go back to the school district, look d

into the possibility of even collecting 10Z, 10Z of

those delinquqnt taxes? What are we dotng sitting her

', talking about a11 of this? If you put that force to

work up north, perhaps we wouldnêt even be here. But

to collect those corporate personal property taxes. 10*

. .- . would. mean millions and millions of dollars to the

school district in the City of Chicago. Have you peop e

in your discussions gone into this?ll ' '

Perkins: HRecent discussions have been focusfng on the finaac'al

package per se, but this is certafnly a very germane

issue: and in the future the replacement tax should ta e

care of that. Looking back, I would have to look tnto

the specifics of ft to see what's there.''

Ebbesen: 'VelL just in closing, I appreciate your...your...

your answers, and I would encourage youy because it se ms

to me that some of thfs legfslatfon, and celre under o th

here. There is testimony going on, and this more than

' likely is going to end up in the court for some opinio

fn the future as I understand 1t, but lt seems to

me in just making a statement that when we talk about

the school system tn the City of Chicago, and I'm a do n

stater, and I'm not familiar as I should be with that

area there. but when we talk about the delinquent

corporat: p&msonal qtppçrty taye! qoupled vfith a11 the
. - . .= : .

. ' . - . -
' 

.
'real estatecthat.the s.cheol.diëtrict owns,.and then you .'

compound that with the posibtlity of what appears to

me to be a little lower rate for taxation as far as

their propertv 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 you in whatever capacity

you wfll be working and also thfs authorfty if this

legiàlation does pass to putzthe pressure on the peopl

h onsible for collicting those '1: o are resp

delinquent corporate personal property taxes in the
1.

County of Cook.'î

Perkins: ''Mr. Ebbesen. that is the Statefs Attorney of Cook

County, and be's not here today.î'

Ebbesen: ''I know he's not here, but we are going to have an

authority, and a11 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 puttfng the heat

on the entire state, a11 the taxpayers of this-state.- -.----

Why don't you put tbe heat on the people up there resp nstbl

for collecting those taxes, and we wouldn't be sitting

here in Session rigbt now.'l -

S>vu'k'e:' Pieiceuu-''AlrigiEf, i'hit''s the end of the questioas, Mr

Ebbessen, but in fairness Lo the School Boardy tiey

d n o t c. o 11 e e t ' ti 'h' e ir own t ax e s . T he s t a t e ' s A t t'c', r ne yo
( '.' 4 # ' .
o! Cook County, who fs a Republfcan, Mr. Kerry

s' u e s o n t h o s a t a x a s a n d m a lc e s : 2 h e s e t t 1 e ! A e a 1: s a'n d ' s 6

on. The Centleman from Colesy Mr. Stuffle.l'

Stuffle: l'Yes: Mr. Speaker, 1 would like to direct my

questions to Dr. Mandevillev''

''D M' andeville. . .
''Speaker Pierce: r.

stuffle: ''Director Mandeville. a few questions about some of

the fin'ancial aspects of the overall program we've

has unvetled here today. Initially we were given , I

tbink on b0th sides of the aisley a memorandum indicat ng

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

-  holdingz on the issue involyed wtth House Bill 1910, '
. e ..$ . u . - . . .

tbe interim funding the $225:000,000, would have a

call not only on 1981 local tax receipts in Chicago,

but also would have a call on state aid in fiscal '8l

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

w <A* o
. . . 
.
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somewhat confused in reading 348-10 of the Bi11, House .

Bill 1910, is it still the case that those people

will have a call on state aid as of October 1, 19802:'

Mandeville: î'Yes.''

Stuffle: Hlf that is the case. what would present a sttuation

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

aidy and then the bond holders to eome along to the

state and ask for their money. There would be 2 calls

on that money, wouldn't tbere?''

Mandeville: ''The offset provision currently exists in state

law, Cbayter 15, 210-05. It is used bl  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 identical. But the

offset could only be made of money was due and payable

to the school district of an educaLton nature. It

could be either distributive aid from the' general stat

aid formula, èr it could be categorical granty or aay

monies that was due to the Chicago School Board.l'

. Stuffle: î'So you are saying that...yougre saytng that the

state would be oblfgated not to advance a payment

to the local school district if the bond holder has

a call on that state ald-''

Mandeville: ''I think that's right. If the bond holder had

made a call on the state aid. What would happen, let'

say there was an advanee authorized by the Governor

of general state aid. That is the only advance

authority in the law.''

stuffle: HLet's say that was before October l and after July
. 7 @. ' . ' ' . * ' -

-' 
. 
' .' - l =.'- I f t h a t a d v a n c e iz e 'r 'e m a d e t o t h e c i t y b y t 14 e s t a t e Y - ' . -'

and the bond holder came in after October 1, then

wouldn't the money already be gone? You have 2 calls

on'that money.''

Mandeville: HOka , the call is not usable unless there is a
z zm . sg k' +, wzss z G E N E R A L A S S E M B L Y 1 - 1 o - 8 0
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warranty then payable: or subsequently becomes

b1e to the Sdhool Board or the City of Chicago.'lpaya

Stuffle: HSo you couldn't have 2 calls on the money.'l

Mandeville: ''You could not have. If...if...but...1et me

follow it up, because it may be a bit more complex.

Ifs for examples there was an advance of the Novembery

the normal distributfve aid to the Ctty of Chicago to

the School Board, and that advance was made in octobery

the November advance in October. If that advanci,

when processeda into a warraqt by the Comptroller had

not yet been released by him and a call came, even

though it was an advance, tbey would just take down the
' ' - ' 1 f the wàrranfs pùy ''the' no'te holders and'pay' - -Va ue O , ,

the residue to the school board.''

Stuffle: HSo if the advance had already been made, then the no e

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

subsequent month payment. December of January or what-

11ever .

Mandeville: ''There could be a cuing liney but there is also

other state aid that goes categorical reimbursements

for 1980 and so on.''

Stuffle: NThen that can't be advanced.''

Haadeville: ''Wel1...and also the same offset provision applies

to those kind of aids.''

Stuffle: ''Okay, secondlyy the issue came up about the

$500,000,000 allowable bond authority that is added

in the other Bill, 1264. Nowy we put a float in, as

Representative Leinenweber indicated as to whac

public corporations could...could...the interest

rate that they could use which was the function of

q 
' 

. 'the prim; ;nd a perèentage of that. Now as I read the' '
- . 1 .

.. : - '. .. - '' ' .. * ' ..- '' - Bill and'' ,'5 T I und er s tanà the propo s al , 40fJ ', O00 , 00t

o f t h a t Z t5.0; Q 'y 0 .0. -
'Q ; 0 0 9 w i 1 1 b e i s s u e d b e f o r e t h e e n d o f

this f is ca1 year . ''

. Handeville: ''Before the end of the school year, at leasty before

. 
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August 31.11 .

Stuffle: HWi11 the entire $500,000:000 is it intended that

it be issued before the Calendar year?''

Mandevtlle: ''Probably will be'because of the need to retire

aa additional $9.6,000,000...then extending short term

debt in their next school year but still this

Calendar yeareî'

Stuffle: ''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 Bi11 says that the rate

limit doesn't kick in until after bea mber 31y 1980.

So you could issue the whole $500,000,000 at whatever

rate the authority saw fit.''

. Mandeville: ?'We11. I am not-sure. that .l-ever.felt-there was - .o - n-

. a rate lfmftation on long term bonds in any case. I

believe that youlre rate limitatfoù appears to G.O.
bonds...G.0. notes. And I'm not sure they've ever

applied to long terp 'bonda, but:q may be wrong on

that point.l'

Stuffle: 'fI think that's a question too because of the

P !zb li c C orpo r at ion Ac t c over s a lo t o f instrlTmenrs as

you knowy but we'll gollon. Some of us have a
' 

uworksheet that was apparently used to ceme up with

estimates of cash flow, receipts and expenditures by
' , . #the School Distrfct fn Chïdago for ffscal 80, 81 s

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. '81, the aoming fiscal year

of $22:000,000 in state aid above this year, and then

in the subsequent year, f.y. :82, there is an increase

. u . .. . .-th+ .. $ 5 Q , 0 0 0 . 0 O 0 in st.a t e va i d r e c e i p t s a b ov e 8 1 wh i c. h -

would be an ïncrease of $72,000,000 over tbe

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

did you arrive at tbose ftgures: as to those estimates?

' kere they predicated on a) the current school aid foru 1a,
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. some assumption we would change the formula giving

possibly a greacer percentage of the whole pie to the

C h i c a g o D i s t r i c t ? 1'

Mandevi 11e : ''The la t t er cas e i s no t t rue . Tha t is no t the

case , th e la t te r s ituatf on . The 4 7 0 is a simp le a s s um c ioa

t h a t ab o u t 5 Z i n c r ea s e wo u ld g o t o C h i c a g o in f i s c a 1

e a r ' 8 1 T h a t h a s b e e n a p p r o x i ma t J ly t h e l e v e 1 o f t h i ry .
fncrease in the last couple of years. In fiscal

year #82, it is assumed that in fact you would chaage

;'. the state 1aw to give Chièago less than what will be

the case ff you do not change it-''

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

Mqndeyille: - !'The last statemea.t-gets rather complex.and .----= ' --

Doug Kane seems to know what I am talking about. It

has to do with the Corporate Personal Property Tax

Replacement and the calculation of state aid undev

the school aid formula when the equaltzed assessed

valuation drops as a result of dropping the corporake

P 1 P t Tax assessment amount.l' 'ersona roper y

Stuffle: MOkay, we understand that function. We are talking

about an offset by way of what they are going to

receive. Okay. Explafn to me, if you would, the

functioa of bond antictpation notes whfch are...

providetl for in 1264.''

Mandevllle: NThe function of any bond anticipation note is

to have ehe ability to bridge a rather small time gap

in the event tbat it takes a whfle for the boads to

be...to be issued. For example whea we issued bonds

for the State of Illinoiss we don't use this devic e

by the way. I want to make that clear. but when we iss ed
j
t. -  bonds op Tuesday of this week, the 8th of January, we j -

. - . . . . 
- . . . . ' ).

. - -. . - . wilt not receive the eash until around February t.. . '

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
i

/ .,.<-J 'f . 1 - 1 0 - 8 0
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bridge that small time period until the bonds are

issued and the cash received. To my..ein my

understandings there is no other intention of bond

anticipation notes beyond that point.'f

Stuffle: 'lokay, one last question, and 1111 ask it of you, Dr

Mandeville, because I am sure you can answer tt as wel

as anyone. There are legislative findings built

fnto this Bi11, 1264, and implied in 1910. Was there

ever any discussfon in the meetings with the Governor

and various people as to placing in this Bi11

legislative finding and direction to the School Board

or the authority that they ought to begin by selling

. ..- .off properties that thev own that are non-schopl

on nature so as soon as the leases become due?''

: Mandeville: ''I...I'm not sure. '1 was in some discussi'ons--- '- ''-

during the weekend when the questfon of the assets of
'
the Scbool Board were discussed. As to mortgagesy 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 Bi11, if that was your question.''

Stuffle: ''Last question, was there any consideration given

to providing for.- given the magn etude of this

problem and the authority that is created in the

g'rave nature qf the whole sftuatfon, provfdfng for

something along the lines of Senate confirmation of

the Members of the authority?''

Mandeville: ''1 Was nOL involved in thac particular section,

so I do not know.''

stuffle: ''okay, thaak you.''

-  Spe#ker Sçhneider: .''Represeptative Hoffman.''

' ' ' -  ' 2 o f f m a a ;. . P 'f h ankxT'dti T 'v'% 4i y' iIiU 2N :; ' 142:1. - 0 h a i'i'm an'-. . ' - I ' h a v e .-a ' f e !'z . .' ' -= 'c

estions for Mr. D'Esposito.'' 'qu

Speaker Schnefder: ''Julfan.''

H here I am. Over here... Looking at 1Hoffman: Looking at...

page 17 of the Bill on lines 29-33 and then on to the
i
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tOP Of the next page. How many sepirate funds do you. .

did you have in mind establishing with this language?r

If you read the language, it says that sep œate and

segregated from a11 other funds tn account of the

Board for each lssue of outstandiag obligatioa of the

Board for thè payment for which a separate tax has

been or is levied. How mamy sepir'ate funds then

are you establishing under this particular Section of

the language?''

D'Esposito: HI am not sufficiently familiar with the nature'

of the existing obligations to answer that. It is

multiple though.''

Hoffman: HAre these new requirements for funds other than

Just the funds related to the authority?'î

D'Esposito: ''rheyç are f-u-nds to be'created- pn ex ' - '-

gations of the School Board for debt service that

is i s sued and outs tanding . Tlle ba s i c prob 1em ha s b e ea

tha t the S chbo 1 Board has no t had co-mingled' f fmdé. .

They h ave no t mad e d epo s i t s in escrows which sho'uld 'hàve 'ra'

been set up.'l

Hoffman: ''Then you are in fact addressfng an issue that is

not directly related to the tax levles related to the

autbority. Is that correct? In other words youo..n

D'Esposito: HYes, this relates 'to the extsting debt of the

' School Bodzd.'' ,

Hoffman: ''S: at least as of this time, you don't know how many

sey.krate funds that it is going to affect-''

D'Esposito: 'Hllo. There are 2 or 3, I think there were 2 or 3

maybe 2 sbort term . There was a short term obligation

created this last week with the state aid. I don't

know the number of long term fssues that are outdated.
' ;

'

. . . - - . . - . . . . . . . t.'T hat inf (prpa t: i 0.n .-i.s -i.n '-an ,,o f f :bcial s ta t ement.. whi ch ...% .. 4 . -'

I do not have.with me> but it is multiple. We are

trying to find somebody from the Board.f'

Hoffman: ''Fiae, thank you very much. I'd be interested in tha . I

Next question fs on page 28...':

, vgu,, I
..'q 
+ e. G E N E R A L A S S E M B L Y 1 - 1 0 - 8 ()
. ko  q

. ?- ,xu.-'-%.. . z k z 'f s v' x. w e: o v l u u I s o 1 s
w < . .'w...>  * - . . - .- . . . . . . . '. . . . 

. ..g s . . 1,- .4: . . .... . - . 'J## * uu ' 'WW se.. = . zkt4opyp g.G.. MN NAVJFN/MES . =- - - ..-.--..-. .' .
..sa... = uc . .. . .. - ...t.k-j;xt-...v. . . ..-..-?.m&.u. . .7bzL=r. z eo ,

.. . . . = n -= .. . . ., - sasv ---w-w a--ww. c. .
tF-%z== ..ss --i-,J- - - c ee;t - .. . . av y g . u . ...... . . ., ... ... . .. . ... .. . . . .. . . . . ..i:- - . . .. ,. , -. -.- ,. ..- . -



74.

Speaker Pierce: HJust one second. Could .we give the Membersh p

attention once again. I realize we're going to be

here awhile. Webve been here a long time... Please

give the questioner and the witness a chance to engage

in the discussion.''

Hoffman: HOn page 28, lines 31-33, you have iacluded what

amounts to an elastic clause. Why did you find it

necessary to do this?''

' D # Espos it o : 11 I think . the answer to that is that it is when -

o n e c r e a t e s a B o d y he w an t s t o g iv e i t a 1 1 th e p o w e r s t

t h a t a r e n e c e s s ar y f o r i t s b a s i c p ur p o s e . ''

Ho f f man : ''Would it not have been suf f icient to have elfminate

- '' - - - 11 'th e' ' 'r evi o'tl s S'e c t ibn s 'aqn d j u' é t h a: e th'a t' -8n% -- -- -Z ' - -a p

Section . ''
' > M =  .

D fEsposito: HYou know ir'sa matter...Mr. Schwartz recites

Judge 'Dillanfs' Rule which says that need specificity

that that end by itself is not sufficient. You must

k be specific.''

Hoffman: MBut...''

D'Esposito: nIn an absence of A-M would lead at least tô .

the implication you had very sericus difficultfes

about recreating them or legal questions with

respect to each of them as to whether each of them

was necessary or convenient.''

Hoffman: ''Thank you very much. On page 48 it talks about the

abolftion 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 aboliti n

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

word, but the authorfty of thts newly created entity
. - . . . - - . . . = .. . .. -( t ,L ' -' - Cè --n. ' 't o ' r e q tfi.r e f in a ri c ia 14 p l.én s - àn d lgu d gà t s f' rom ' t'h e B o a rd .

.-- . . ..- --.---.-. .i.c .-,.-. ..u--.--.- -.-- .-.-,..---k.
.
..,:-z--. -- .. . -- ..-.. - .

.'
-z-... .

-
,u--z...i-' D'tépbàttd: ''Thfs Bill in tts present form does not èontenplat

any automatic abolition of the powers of tbe control

Board whether they be financing powers or control

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

z-. G ENER AL ASSEM BLYz v.z> - 1-10.80 .
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vould have to continue until'the debts are paid.
j

' 

' 
.

Although Lhis. statute does not say so: it is '

possible in my opinion for this General Assembly

to abolish the control functions unless there is

a specific covenant in. the bonds, the $500:000,000

bonds which say that you will not do that. %he

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 functions but requiring you to preserve

the financing functions until the bonds are...n

. Q ' ' Hoffman:- l'But there ts nothing in this Bill related to tvatr- - ----

i s s u e . . . ''
Q' -'xw '-. -/ . -v' '-' Q ' ' . .> o '''- -'-' A ' -'--- ' - ' -'**' '* '- - v- * - ' - '' G''W'- ''e' ' ' Z-''**- '*+'+**-'e''*' ' * ' -œ'-. .. .*. . ... . ...-......... ....w.-

D'Esposito: ''That is correct. It would be preferable to say

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: Oon the basis of you answer theny Mr. Chairmans I

would like to ask Mr. Van Gorkum to take the microphon

l e a s e . ''. P

Speaker Pierce: ''Mr. Van Gorkum, are you nearby? There you

are. Is that alright for Mr. D'Esposito? Mr.

Van Gorkum.''

Hoffman: ''Tbank you very much. I am right over here. In

regard to the last response made by the previous speake ,

and in light of your comment to our caucus this

afternoon in terms of the idea that the authorfty of

tbe Board, the Oversight Board, would be terminated aft rr
- 

. - 
' . nx .. 2 y e ar s .o f q b a lan ce d.. b.u d g e t o r 3 y e a r s - o f a . b a f an-dYd : r. . - f - . ..
. . 

' 
. 

>'' ' ' ' ' . . '' . . 
' ' ' ' t .. . .. . . . y. . . . ' ' * ' - - ev **- -' e * ' - -' ' - ' '- ' ' ' ' - - ''Y-u-d ù tft- atfd t h e n i f 'f h e b a la n c e d b u d g e t b e c am e u n b a l a n c e ' '

they could reinstate that. How does that comment

relate to what was Just stated by Mr. D'Esposito?''
I

van corkum: ''Wait till I cbeck. The answer is what I told I
N!

you this arternoon was tnthe. draft that 1 had read

+*.
*-** G E N E R A L A S S E M B L Y 1 - 1 0 - 8 0 . .. tfjp . . f ..t . . u .. . . . . - - jj. . ' J . r . - 
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and they took it out between the time I had talked to

you and I mean since the last draft: that has been tak n

out. So the only termination now is the one that

runs beyond the...you knows after the bonds are paid.''

Hoffman: HFine. Thank you very much. That's a11 my question y

Mr. Chairman.n

Speaker Schneider: ''Thank you. Representative Schraeder.''

Scbraeder: 'îThank you, Mr. Chairman. I1d lfke to question

the new President of the School Board if I may.''

Speaker Schneider: Hllrs. Rohter. Where is she at? Just one

second, Fred. Shefs...here she is. To your

right, Schraeder in the blue.ll

schraeder: Tùanf you. A couple of qzestlons, and E tEink

probably youpre 'the better one to answer me because

as I understand it correctly you have served oa the

Chicago Board for some time.f'

Rohter: ''Nine years.'' .

schraeder: ''Nfne years and now you are the new president-''

Rohter: ''Yes Sir.''

S c h r a e d e r : '' 'r h e p r e s e n t ma k e - up o f th e B o a r d , a r e th o s e o ld

Memb e r s , o r ar e t h ey b a s i ca 1ly n ew Memb e r s ? ''

' Rohter : î'The mos t recent appointee took his seat about a mont

' 
a g o , an d t h e o t h e r s r an g e f r om 1 5 y e a r s o f s e rv i. c e t o

2 ears . ''y

schraeder: ''Alright. Now it appears wfth that kind of

longevity on the Chicago Board, that someone was not

ftlling their obligation, and I want to aim at thatful

particular facet of this legislation. What is your

annual budget at the present time?''

Rohter: ''I am having difficulty hearing youy but I think you
. . - . . . . . r. . ..c. . : m .. . . . .... .- - ' . t %V: x - q s' y'w r' ' ' r - ' = '. . * *' T - - -. .Y - ** - 5 . - .) =:=. 1 =7 =è n . - - . r ' . - -'. % ' Ia 1 . 'b u (! g'e.t- !' i ur e s '. '' = ' '.. . - c -- . = a s k è d m e t h a n n u g j

Schraeder: ''Yes.

Rohter: ''One billion: 300 million dollars.'r
!

- r' 
' . . . . .' Schraeder: ''The'n' did I hear you correctly say that between .1

' now and the end of the fiscal yeary yom are going to

-n%. ' s E M B t, y ... '<y. . . . . . G E, N E R A L A S .. . - . . . ) r . 2X1/.7$ 1 - . -j -. q. !) - é (j . . - . .
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Rohter: lîThat is the goal that we have set for ourselves for

this fiscal year, and another 106,000,000 for fiscal

' 8 1 ''

Schraeder: HYou got my next question. If that is true, then

1 should ask one more question. You have, I understan ,

s ome 6 00 to 700 mi llion do llar s in outstandiag bonds .

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

', ' In other wordsy is 600 or 700 then in affect. for .

3 or 4 iyears or is' it jusf in' the last six ' ' -' -

months of what?''

Rohter: ''1 think I would be better to refer that question

to one of the finance people that are here who have

' .g o n e . o v e r D e v e r y f i g u r e f o r . u s ' ' ' '' ' ' -r ' = '

Speaker Schneider: ''Who do you have for thaty Mrs. Rohter?l'

. . , . . - r 7 .u. . .: -.. ;. ;n . c r .. ..w . .-2 n ' = 7 .- . .

l '.: . . . ' -
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Speaker Schneider: ''Fred, while we hold on that, would you

mind asking another question. Well, then.-.and list t:e

terms. We'll deal with it.''

Schraeder: HI understand, from the nevs media and from conver-

sation I've had since I've been to Springfield these

past few days, that there were allocàtions madeweothat '

there illegal transfer of funds from one funding account

to another. Is that substantially correct?''

Rohter: HThere were transfers of funds from restrictèd monies

for operating costs.''

Schraeder: ''To other funds, in other wordskî'

Rohter: ''Yes Sir.''9

Schraeder: ''I also understand that sometime bqck thls Apfpgma-. . - - .... . . . . . u . IL ::

t i o n W a s b r 0 u gh t t O t h e a t t e n t i O n O f t h e Me mb e r s o f t 11 e

' 
.. -

'
.= -- = - . . - z.=. . -.. . . - .jj . da . wh o a d v i s e d t h e - 'a d mi n i s' t r a t i o n-ut'o s t o'p--an d' -'tfeQa- r - ' ' '-' : '*(> a r ; s

. al l i 11e ga 1 t r ans f e rs . I s th a t c o rr e c t ? ê'

Ro h L e r : ' l N o S i r . T h a t i s i n c o r r e c t . Th e m a t t e r w a s b r o u gh t

to tbe attentfon of the Members of the Finance Committee

and was not transmitted to the other Members of the

Board.''

Schraeder: HDid the administration contfnue to transfer, in an

' illegal mannery funds from those categorized accounts?î'

Rohter: 'Qo my best knowledge: the ansuer fs 'yesg ''

Schraeder: ''Would it seem that then the Finance Committee did

. not fulfill their obligation to the Cfty of Chfcago and

the citizens of the City of Chicago?l'

Rohter: 'fI would have preferred that the Finance Committee

advise the rest of the Board so that we could have

taken action, but we were not apprfsed of that irregular

ity.''

''May I ask now, the Mrmbers of that Finance Committte,'schraeder':u . . . . . . j. . ' . ' . ' '' '
- . . -. . - j. . . - - r= ..- . . .=---v v- v' r- - - 'f = =. . .* ' . . . % ' ' ' f ' ' t h è''* B t; a r d ? ' ' -' -*- W LS E -' '> ' .*'r -œ' ' . . a ;.e - .th e # U: il r r e n t: IY t; e'r V ill ; Z S ZCXIA Q! f S O j '

R o h t e r : ' 'Y e s . ' '

schraeder: ''Has there been any attempt to seek their resig-

t 1. o' a ? ' ':na

' i
i1

-  10 - 8 0<+% d G E N E R A L A S S E 51 B L Y
- ,'t - - . .

' - ' 7 '' t L '- ' STAT e: o ILk.uLq,P! ' - - ' - -. - .. - .--. . .. . . t . z . . . ..wc ...g . . . .. . .6 .y .. . . . .. .. .. x. p. gr.#* ' ' . .- - . w . %p. w ' 'G'. ' '*' ' jgj . Z f . y!K. X . e'*. . = ' . . V LX-IWI.m-..XXJ. - u..v. ==y' i rg 'P hs.r.y ' F.rr.'oyggypzr .v
' Leitrrc-r--a.x k1&lYJm ' ' :.:1.% .vs . . . Zfti'ph Q,E q'v=t4' kor-* ''o K es/HO .W. 'nu-  - . -... -.g .-.. -- AX .e :.. 

s
'
-joys. -. . ' ' ' vvrrskr.. uxc (gy. . . - . . .1 .

u sp . v.> o.ssuwau p.y%n.zX-gg. .. ...j.qsr n; ry. mk.q.....-uwwp=v. ow..s:: .4 wr--w-w.yzc.p .ygylzizvu-y.z..-.. ....4.=-. ...-
.
. 
, ,. .. waara..-.zqz.t---tnszTLz.-L . .= -....... . c. - a.o . . szh- s.. . - .. --.- ,



. 79. ' .

Rohterz ''There had been calls for 'é: '... -of a11 the Boardresign tfon

. . .
some of the Board at vartous timese''

Schraeder: MDas there been calls ln recent days since this

illegal transfer has become common knowledge? And. if

so, what has been the viewpoint of tbose asked to be...

to resign?''

Rohter: HWe11 there have been no resignationss except for the
>

President on November 30th, and the request for recog-

nition is intermittent and repeated.îî

Schraeder: ''Would you 'suggest that perhaps we need an elective

system of Board Members rather than appointed by the

- Mayor of the City of Chicago?''

Rohter: 'tThere was a referendum on that matter in 1971, and it
. :- * ' - - 7 ..' *

failed, and 1 have no problem with the voters being

' . . . . .... -.--  . .. . ..- .... . o. f -f e r e d. t h a t ch 0 i c e a g a i n . :1 . . . .-. . . . - . . .. .< r- . . - .. z.z . . . n . - m m

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 correetk''

Rohter: 'tet me see. I do not believe that the case has been

filed. We do have...we are under investigation by

11 E W . 1 '

schraeder: ''And if that mandated program is carried, either

through court action or voluntary action of the Board,

what type of funding would that require? How many j
millions of dollars?''

Rohter: ''Untold millions with very little educational benefit

for that exorbitant expenditure of funds.''

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

where is the fundinz coming from that program? Wi11

that be in addition to the money requested of this

. . . .w. . - . ' ' . 
' . - ' .

W . ' .u. v . x - .L. :. .. = -' '- . 
' '( y . ... x . z k >- 7 - ' P ' - - . . *'E
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Rohter: ''I cannot answer that questfon. I do not know hovz

' much it could Possibly cost. We do not have any money

from t:e federat government or the State of Illinois

-4-. n 1-10-80
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or from anyone else for the voluntary desegregation

programs we c urrent ly have at th e Ch i cago Boa rd o f

Educat ion . ''

S chraeder : ''Then are you saying s and I hope 1 9m unders tandiag

your answer # that then you would be required to come up

f th X numb e r o f mf 11 i o ns o f d o l la rs , probab ly h un d r e ds .'
w

o f millions of do llars , in as'sistance f rom some o the r

governmen ta1 a ge' n cy t o f un d th e p ro grams th at ar e b e ing

mandaeed by HEW?H ' ' ' '

Rohter: 'Q would hope that any agency of government that would
' 1

impose.those mandates on us would send us the money to

fmplement thpse mandates.''
. . - . . -. . . .. . . . . = = :a.. . .. - .. Q.+'-K . ... .-. . - -h d r: ''I think maybe you're dreaming on that #ne.'' == - 'sc rae e

Rohter: ''I beg your pardon.''

Schraeder: I thfnk maybe youbre dreamfng on that one.''

Rohter: ''Wells itls an idea whose time is long gonew..''

,uy . itu.' ou M - .Unknown: agree w y ...,

Rohter: ''Only bureaucraes vant ft.''

Unknoupn: ''No Freudian psychology today.'' )
Schraeder: HNow, as I understand it, there had been a sub- I

lstantfal drop fn enrollment fn the entlre country...

State of Illinoiss aad in particulary in Chicago. And

then in addition to that you said in your opening

statement that employment cent up durlng this same '

eriod of time-''P

Rohter: l'I'm sorry, I dtdn't hear that.''

Speaker Schnefder: ''Once again, we pxease ask the Membership

to be atteative.- at least to give the witness a chanze I

hear the questions: so she can respond.''to
I

HIe fs qufte commen knouledge that enrollments in 1.Schraeder: l

-
.
' . . 

' .. - the' country , ' and in th e: :ta t e , an , ';- ' - .
. .. c. -: . .-.. . . '.-. :''&q= .- u. . . - . .-- f.'i 'J e': z.u L 4 . , r k-i'&. .-z .:- . = --: - .- . . . ' r. . . -$ . . .. - .
.. . . .Chtcago havë declined in a drastic manner. nd, in

your statement you safd that ehe employment witbin the

- 'chicugo Board o'f Education germane increased'. uhy was- - -

tbe- .that sttuation allowed to develop by the Board
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of Educatfon, and, if so, what.have they done in the

last year to correct it?î' '

Rohter: ''The explanation given to me each time I questioned

ehe fncrease ïn the number of employees fn the face of

a declining enrollment was this, our children in Chicago

have very unique needs and require addftional instructio

personnel. The second part of your questfon, 'What have

ve done in the làst year?'...we haven't done anythfng

about it in the last year. We wi11...in this part of

this yeary we will address that question as soon as we

have a meeting to analyze the recommendations of the

interim supertintendent for reduction of expenditures.''

5 ch r@q 4e-r 1 ''Wh a t i# th e r lt i o o f t : a ch e rs p er p u p t1. pmç p ç.!A&....yl - - - .7 ---.- . . J

in the city?''

RbNt/t: Thè èohttkèt Vith fhQ ChièTf: Teachd3s Un-on ùsèA

about 28 students for every teacher. However, I pointed

ou t earlier that we have some 50 , 000 employees , f ewer

than a balf a million ch ildren , and the ratio f or '

ersonnel is 1 to ten . î'P

S ch ra eder : 'f A11 r igh t . Tlz at . . . ''

Rohter: ''Now, there's some serious problems in who's doing

what. We need: a body audit of persons employedy how

many are there, what are they paidy and what are they

d o i n g . ' '

Schraeder: ''A1l right. That brings my next question. You...

how many admfnfstrators do 'you have out of your total

employee population? Do you bave any percentages on

E h 11 V S î î

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

whtch would be one that's definitive. because the prob-

.- 1tm is no one wishes to be cl:sstfivd as an adpinistrq&q:
... . . * .. .. I .' ' ' ' . ..when.we.'re.talking.,abput cuts, so ue need co have.a verp

Q ' .

Iclear definitfon of who is an administrator and what
' 

,,does that person do.

Schraeder: HIiell I might suggest that an administrator is

w x . 1- lo - 8 o !z * -
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one who is not in a teaching profession, and I think

most people understand what that fs. Thank you.l'

Rohter: ''We11y but that creates a problem. Sir. if I may.

There are a number of people who are teacher certifica-

ted, who are directors, consultants, coordinators etc.:

etc. They donet have chfldren fn front of them every-

dayz'

Speaker Schnefder: HRepresentatfve Schraedery your other

-  person is here ff you'd like to advaace tbat question.

Thank youe's

Schraeder: ''Okay.''

Speaker Schaeider: nWoùld you come in and just indicate who...
'your name.k.-by name, you arek I'd like to point out

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

-  - . staze-setvfer Close Encounters-up here. so vou have to.

' be pationt. We're going to be here a whiles and if a11

the individuals who request to be recognized are indeed

recognized...there are many lights on...we'11 just have

to be patient.''

Schraeder: 1'1911 stop after this one question. It'11 be very

brief. As I understand it, there are now outstanding

. . .in a neighbornood of 600 to 'z'0û millfou dollars in

' bonds. Is that correct?'f

Unknoun: ''Approximately.l'

Schraeder: f'If we go to a mandated program of..oas advocated

by HEW, the federal government, that will cost X number

- of dollars. Do you knov hou-..apprexfmately how much

that would costr'

Unknown: HNO Iîm afraid I don'te''

schraeder: ''The past speaker said that that would cost sub-

stanttal millions-of dollars. -Is this addftional cost,
L . . n  c. ' . ' ' -..L7 ' n ' -

' 
.. . 

' l.x .ja .

pfece of legislatlon? And: ff so, why not?''

Unknown: ''I'm afraid I can't speak to that. I9m familiar

with the program and the funding requirements.''
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Speaker Schneiderl ''AII rights Fred. Okay. Thank you. Rep-

resentatfve Wikoff. I will again try to just continue

the procedure going back and forth. Democrat, Republfca .

Democrat, Republicin. Nr. Wfkoff.'l

Wikoff: HThank you, Mr. Speaker. I have one question or a

couple of questfons from Mrs. Rohtery if I may.''

Speaker Schneider: ''Proceed.''

Wikoff: ''Thank you: Mrs. Rohter. And..kprior to my questiony

I do not envy you in your positiony either here this

evèning or in the 1ob you havey but I guess that's...''

Rohter: fîThe heat in the kitchen.''

Wikoff: HYeah, that's right. There's been a 1ot 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 vear and 106 khq = ---.= .. u

next year, I believe, and more thaa likely the onl: way

that can be done is by elfminatfng some positions and

' 
.. .1 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 a11 Legislators.which said

basically the official policy of the Chicago Teachers

Unfon fs to support the necessary legfslatfon to re-

establish the short- and'long-term'credit by the follow/ g

guiding principles. And then it says.- the first one

and this is signed by Robert Healey, 'Tbe Control

Board shall not be authorized nor permitted to impalr

existing contractual obligations.' How are you going.

to cut any employment with such a stipulation from the

Teachers Union?''

' der the impression that Mr. 1
Rohter: ''Welly I vzasn t un

was going to write the position for tbe Control Board, I
J . '' Q . ..- .. . . . - .. ... .' . .. . . ''Q.- . ' .' ;'. 7. ... a . . . . . : -- -. *.- . . . . . . . z.

. ' c 'an d . I und ers F'â'tid th a t .-yo u w I 11 b e vo t in g o n t h a t. , .an ê... ù . - -

I can understand his position that...''

Wikoff: ''Wel1, I can understand his posftion, but what is '-

o i n g t o b e t h e S ch o o 1 B o a r d ' s p o s 1. t i o n i f y o u d e c i d eg

' 
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' ing to cut s'ome positions, and he says' îNoyou re go , ,

o u ' r e po t . # ? ''y .

Roh ter : ''Ah , b ut h e hasn I t s aid tha t : S ir . Wlx at he s aid was ,

in his letter to me to whiub I respondedy'that ve vzould .

indeed review the contract, that he wanted to know

specifically what were the areas that we wfshed to '

' renegôtiate, and he has stated publicly for the record

that he understands reductions wilt be forthcomfig and

. must be expected. It's unrealistic to thfnk otherwise,

but the proviso was that classroom teachers not bear'

the burden of the full reduction.''

Wikoff: HWel1, a11 I'm doing is quoting from the letter that

he sent to a11 Lenislators. and it saidy 'Shall not by

permitted to impair existing contractual obligations!9

' . . . . .- ' ' '-' - -an'd- that y' '-to-'me ;- 'means th a t ' none o f tho s e' can 'be=- ' o-wr--a ' ' . -

changed. A11 right, 1911 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 Vfci' or 'Vicf' or 'Vfce' whatever hfs name is

from the University of Illinois, where he compared the

. 10 largest school s/stems. It shove.d that you have the

highest cost per pupil of some $2.000 per pupil in exces

of''thac higheststate aid level per pupil along with the

' sécond highest debt per pupil only behind Cleveland

which is not a very good recommendation, but the thiag

. . .or the one that I question here and you made some

reference to it a little while ago w'1th the previous

questioner, Mr. Schraeder, and accordfng to the survey

takeny you have the third lowest pupfl-teacher ratio

of 16..6 pupfls per teacher. And. as I remember. you .
..7-* . . ... . .. . . . t; . . . - -... '' . -: . ' .'''' .. . - .- . -.. . . .

. . . * .
,y 4 . : . .. ' .. - .

. .:. . - . ' ' - . - ' ' . . h'ad . . ' y o tr--k-fFrl't i'on e d Us ovyt'h t'n g a to un d 2 5-; i Cwh a t ; z Jwh e r e ' s . :

the difference come, I guess?''

. Rohter: .''1 do not know what the souree was for those figures

r e s e n t e d b y Mr . ' M :L c e ' . ''P
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Speaker Schneider: HMrs. Rohter, would you hold on a second?''

Rohteri 'Q can understand how one mfght arkive at that ffgure

if one took special ed classes, whicb by 1aw are as 1ow

as 8 and 12 students to a teacher. If you put those a11

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: HThat's a11 I have. Thank you.''
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Speaker Schneider: ''Thank you, Representative Wikoff.

Representative Henry. Again we evcourage the Membersb p

not to talk ff they can control themselves... Do

you have anyone you would like to address your questio

to? Silence please: I can't hear Mr. Henry at all.

Representative Henry.''

Henry: ''Thank you, Mr. Chairman. Yes: Mrs. Rohter. If Mrs.

Rohter...l have a few questtons on...concern with

the budget cut. Now I think I heard you s@y that the

first year...excuse me...that the first year that

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

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

.: . - ... - ... - . .. ..- -x z=  .-.-wi.l.1....r.ç-d.u c e.w t. -h.q.,.lz!!..; gzq...t:s...h..y. u$.J.4-6.za.0 0. .(L,:.0z0 0.7:X: '.- . .- x.=, w--.xx-zmcc= z.=..=z '--

Rohter: ''Those are the figures that we are looking for fn

r&

' Henry: nOkay, 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?H

Rohter: HI can't tell you what will comprise those figures. I

do want to make this clear. A11 those reductions will

not necessarily represent posicfons. We spend millions,

and millions, and millions of dollars for purchases

of supplies and materialsy for instancey we spend

$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. A11 the cuts will not be in personnel.n

Henry: îlThe .''

. .. .. - . - .. .. . . , . Rob t e r '; .: . ... 
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Henry: ''The criteria for the closing of the schools...l#ve hear

' '

sème talk-èf schools being closed. What criteria will

Ou uSe LO C1OSe those SCMOOIS?Oy

ohter : '' I do not know which schools will be closed , but I do ;
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know that it is necessary to have a formuta. Heretofore

we have not had a'formula that could be applied equally

in a11 situations. That is one of the things that we

must have.''

Eenry: HMr. Chairman, could you ask the House to just gfve the

Lady some courtesy? I can't bear her answersy eitheraf'

Speaker Schneider: Mlf the Membership would please be attentiv .

Those of you who are not interested, might want. to retir

to dinner and come back for the results, but there are... ' . . . , '

Memb ers who are concerned and s erious about th e mat ter .

It is tough to conduc t bus iness . I f Mr . Renry can ' t

h e a r th e a nsw e r s i t d o e s u s n o g o o d . S o > p l e a s e > o n c e

j. b ''. --.. - w-. .. . - -- . -........P.4.: T!.?.- .# ..zz-.---. - : .. - -. . . . . . . -.- -.-.. .. . .. -.a- -- z . --  .-u-;---.-.w -. -

Henry: ''Thank you, Mr. Chairman. Mrs. Rohter, on the special

educat on pzogram, thé foodvséreiceé, hèélkh sêrgices,

and the clinical services: the computer and the in-

structional 1ab 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: MWel1, those that are categorfcal afd vfllfnot have

cuts/ because, of course, we cannot use that money for

other purposes.''

Henry; ''Nou. chanélng over to tbe employment sïtuationo..the

loyeeso..'lemp

Speaker Schneider: f'Dinner is being served at the State House

Inn for those who are not interested. For the second

time, for Mr. Henry's benefit and for the witness, pleas

restrain yourselves. Mr. Henry.''

Ilenry : ''Thank you , again , Mr . Chairman . Mrs . Rohter s going to

, the employ e es . Now y it i s my unders t and ing th a t the

. , . -s ,:p= ..- . z.g yp p J p y.e e. sy .' qmp-lb.y è d.' b y t h ( (J.h f c a g o - B qjt r d o f Ir d u c. a t i p.n . . . z. s .
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will be some definite cuts according to the newspapers

' in the l'ést 2 or 3 weeks of thousands and thousands o'f
i

employees. Ts that a factk'l .
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Rohter: HI am unable to tell you how the newspapers arrived at

their figures. I did say the other day khen I was asked

'Is it conceivable that there will be between 700 and

2,000 cuts in teacbing positions?'. I said that ff tbey

would amend it to say positions of a11 kinds and a11

classificatfons, that I could agree with those figures.î'

Henry: ''Okayy one last question, and...l'm very involved in

the education facilities over ôn the west sfde in the

high poverty area. My concern...l keep hearing for the

last 3 weeks of the crisis, that it seems to be a11 talk

about funds, priority //1, and cut, #2. .very seldom am '

I hearing educating. It seens as though the priority

here is educating. //3. Does that seem to fit into the

scenario of what we are hearing heretfrom the newly-

C O jl ?( t r 'a C t e d a tl '2 ho r s . 9. f t h EL . P 1.a rz :-1' .
.-..z- . . . .a.-... w.-. . .- - -. . ,. a .r. . ., .....u .y. .l

Rohter: ''I've heard tbat over my 9 years on the Board, but

you only think about numbers, dollars, not sensitive to

needs, and a11 the other 'rhet...rhetoric that accompanies

that kind of thinking. However, without dollarsy no

child can be educated. You cangt have any klnd of pro-

gram. It isn't the question of education being thirds

but education being first and seeking che dollars to

have a viable program. What will it prove if we have

al1 kinds of programs and no money to operate? I can't

agree with that premise at all.

Henry: ''I'm glad to hear that, Mrs. Rohter: because I can

agree with you on moving toward quality education for

a11 the kids in the City of Chicago. Thank you very

12 V1 C h * î '

Speaker Schneider: HThank youy Mr. Henry. Now, Representative

Borchers il promiged one question-''
. 'L . - -- .- . '-r ..ZX u . - .z . .... '-.'1G.='t..::-.'r'-- . - - -- ' -' - 
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' dent of the School Board.'' '

Speaker Scbneider: ''I donet believe...is he here7''

Borchers: ''I was curious...l was curious as to whether any

money or loan has been offered by the Teacheès Union for

the use of tbe School Board and the schools of Chicago.

Have they given any money to protect their own jobsa

you might say? Has there been any offer from them?''

Rohter: ''Yes, sir. Twenty-five mtllion dollars of the monies

on the fnftfal phase fs, fn fact: from unfons and unfoa

pension fundsl 25 millionoollars from the polfce

pension fund: another...ls million dollarsp excuse me:

from the police pension fund: and 10 additional millions

from various unionss the Ieamsters Uniony Mr. Lee's
-- ......-...- . ..... ....- - . . -...- -... + --...- .- .. . .<- ..- . ... ' 7 2 7.' J ! ' ' .. - . . .- . =

Chicago Federation of Labor. The Chicago Teachers

--  . -- - . = . w u. . U.n-$.qg -tr -tnylp-qd. -a. .p a r t p.f.. -. tke . p jà.ttk.a g e..-. ..'r.1..1 î t p--qkoes.s-  . ltp. ...1., ... . ...w.

the seeond 50 million dollars.''

iorchers: ''Well J'ust...what...then the teachers, themselves,

their union and the teachers, they are contributing to

the relief of the school district of Chicago?''

Rohter: HTheir contribution has been very signiffcant during

ksthis crisis. I think that you may know that our employe
worked through the whole month of December with no

payday. That was a contrtbution in and of itselfy but

the monetary contribution, absolutely. Twenty-five

millïon dollars from unions in Chicago and acrossed the

Midwes t . ''

Borchers: ''Thank you.n

speaker schneider: ''Thank you, uebber. Representattve Bowmaa.

Bow person. Bowman. Are you on?''

Bowman: ''As soon as everyone kind of clears away. I'd' like to

direct my questions 20 Mr. Van Corkum.''

R= ' ' S k r s h ne i d q'r': -' ''We - s t'4. l.1 h :v e q u i t'q p - f àw ' u'e à.ttpae r p ' ' L. . xtzco- . - :.- .. -. P ae a -: . . , .ç - . - . ,. . , z- . . . .---- . . . c - - . - . . . . .-3 . - . . . v-. .-- - --. .::- . - .vJ ..- -.

lights that are lit up. I recognize Mr. Preston, Mr.

' Simms and...aX1, Mr. Joness Mr. Kane,Bullocky Mr. , .

Mr. Dunn. Itrs an honor rolltof questioners. Nowy
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Mr. Van Gorkum, to the right..wto your right. Mr. Van

Gorkum. Mk. Van Corkum. 0h. There he fsz?

Bowman: ''JFirst of a11,'I waht to commend the fine *ork

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..wthat has been done: too.''

Van Corkum: HIt's been exceédingly difficult to do any meaning

fu1 cash forecast fpr the simple reasop 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.''

Bowman: ''1'm sure. Is there- -is there a concensus among

thosé 1ho 'nhave studifd tbe b6o2s concernfng 'tbe àmount' * -- '''*

of the deficit that must be wiped out or financed:ê'

Van Gorkum: HWellyrwhen you say, deficit, youere talking

purely on a cash basis now. Starting on September 1 of

the current school year: they had at tbat timey as far

as we can determine, a deficit of 131 million dollars,

which they had taken from these various restricted funds
I

And, you have seen this figure, 458 million dollars,

probably. It was publieized widely. That's made up

of this 131 mfllion dollarsy whtch will have to be

r e s t o r e d t o t h o s e f u n d s a s a Pa r t o f t h J. s t o t a 1 p a c k a g e .

That ' s why the numb ers are s o b i g . S econd ly , they . . . o ur

a n a ly s :i s o f t h e b u d g e e t h a t e 1a e y h a d a d o p t e d f zz d :i e a t e d

t h e y w o ul d h av e a f ur th e r 9 J# m i l 1 i o n d o 1 1 a r d e f i c J- t 4. n

the cours e of the current year . As has been s tated ,

they expect to cut that by 60 mi llion do llars as a

-s:)t - . . :. - .. .T' ç-u lt . o f 6% e7 ' th'i n è ss-:l 'i1 eyd r e J gq ili g2J- t o ' rdo n 0!J &'L - oln., addi t f .n..(...u - . ..
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million dollars worth of indebtedness that was coming

due during that years'and, of sourse, witb no abtltty. . . . . . . .. .. . -. . ..- L

to borrow they had to pay that out of the operating
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cash. A11 of those three numbers add up to 500';..458

. . .459 million dollars, and that is the estimated cash

deficit for the total operating year, assuming .

nothing was dône, but that the bond funds: the restricti e

funds, were restored.''

Bowman: ''I gather those numbers...l have in front of me the

Arthur Anderson report dated December l0th.''

Van Corkum: ''Rfght.''

' Bowman: ''And the numbers .that you've. given me are very. very .

C1OSe, Znd Dherc WaS OnIX OnC iietlc dLff*Te%CeX%

Van Gorkum : ''244 ins tead of 2 34 ? ''
' B wman : ''Pre c J.s ely . '' 'o

- ' ' -  -' - - Van Go'rkùm : ' ''Yeah ,. .well . t'h.at ? s . . . there ' s an explanation f or ' '--

tlaat which es capes me at the moment . ''
. . =

' B o 1: m a n : ' ' 0 k a y w e l 1 t h e r e s t o f i t ' s b e i n g a u d i- t i o :-: e d '. W e' e 1
9 >

work with the rest of it. In additioay the year ending

August 31, 1981,' it appears that the accumulated cash

. .
or tbe cash operating deficit for that year will be

125 million. Is that correct?.'l

Van Gorkum: Mllhich year is this?''

Bowman: 'Q 'm sorry. The year ending August 31y :81.:'

Van Gorkum: ''Yeah, that, of course, to be hoaest with you,

they wanted a two-year forecast, and Arthur Anderson ;

did itx But: for #he 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 8Z, and the revenues

would go up 3Z, so you had practleally a buflt-in deficit.

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

revious o f th at . I t ind i cat es what . . . now the 8 Z makesP

. . 
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knov teachers' salaries. which is by far the biggest
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part of the total budget...will go up by 8Z. The 3:

increase in the revenues may be a little conservatfve.

but, of course: we feel at this point conservatism is

called for.'' .

Bowwan : f'I unders tand . Is tha t . k .hoeever , f s tha t your

ersonal f eeling? î'P

Van Gorkum: ''I'd have to say at this moment I do not have an

informed personal opinïon, and I don't belfeve in making

-' s tat ements ' f h'at isn' t -babed on some 'kitzd of .evidence . . ' . -

I...to put it honestly with youy I was just talkfng to

b 'Af'k'h a f ' ând é rsb'on' f e opl e a nd ta lk J. n g t o s ome o f mytr e
friends, telling them that for the next 60 days theytve

. ' . . . . . . . .... w... .. .., u . m g . .y o. .. y trjy yyj- a rmy '.o f - e o p Ve ' t:'() t ry -artd elû aVe .x .zzrz-.-mg O 2 O S U ()i X Q S W P . . -

a really meaningful forecast up through the end of this
...ww.. .... - .. . ..... . ..L . . ': u  : J ... .z+ g e - w -, . w..w ......... . - .. c 2 .- .t.w ; t
calendar year at leasty so that we can have some zdea

of how ue're going to work out...how our cash flow wfll

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 ffrst of February,

which is only tbree weeks away, then they have to have a

three-year financial plan one month latery and then I

. have to come back here en the first of April and tell

you what I think about a11 of this, so we've got so .much

. - . . - . . -  . . .work to do- it's going to be a long, hard str.ugnle. Givq

'
. 

the fact that we do not have a chief financial officery

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: HWe11 very well. I can appreciate if there might be

some misgivings about the...the !;81 number. There is
'. - . . Q 2 - - -' -' uzkktczzccs' c .nz.: .- v - H- - 4>z('g..iï'(f- Ixkvwesiey:ly g b. ca: uil û'pévi'éc,j '; '.'.= m--u azx - u- . xuz=.u r ,---..:--,,-...,. s..... ,: ...xju .-- . . -=  . - - ' . . - f--c ' .J - * = -2= . . X Jz . . r . --..'- . = -. .. ' '. . J - - ' ' . ' - - . -
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Bowman: ''I gather, however: by fmplfcatfon there fs...thank
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that there is concensus on the amount of the cash
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operating deficit for the year. ending August 31, 1980

of 94 mïllfon dollars.''

Van C'orkùm: 'fWe feel that's a pretty good figureo''

Bowman: ''Okay. Novy and you indfcated that the Board vas

preparing to make cuts in its operafing budget of 60

millfon dollars, so that there would stfll be an operati g

deficit of 34 mfllion for that year. Nowp as to the

. . .the figureee.the much more conl'ectural figure of

125 millfon dollar deficit for fiscal...or for their

fiscal year :81. They were planning in that year, as l

understand, to make cuts of 106 million dollars. was it?'

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

d6n't know really exactly what the source of that figure
J Z ' ' .'' ' . .. . =

i s 11

. . 
'
-'. u Bowman : ..'' rh at ' s equally vxconj ec tural then , is .th at co r: ecu r. ? '' ,. - . . . . z ws l .

Van Gorkum: ''We11, I think some people have arrived at that

't know lthrouah some mathematical process. but I don I
!; 1. 

''
jwhat it is

. 1
Bowman: ''Okay, well, 1èt me...let me ask then if...if you

could, just give me your personal opinion, and I trust

yours to be as informed as anyone about whether..-to l

' what extent the budget cuts for that year will equal

or exeeed or be less 'than the operating cash deftcit I
for that year?''

Van Gorkum: HEqual to or less than what7''

Bouman: H0r...or exceeding the Operating cash deficit for tha

11year .

Van Corkum: nThe 125 milliong.ll '
l

B owman : ''Y es ''

Van Gorkum: ''We11, we can't accept a budget that has l25

= . . . . . millioq deflcit and 1'11 tell you that rfght now. . The'
- . -. . . c. .. . - - . w. . - = . . . . . . - . . .u. .. .-.- - .- .t-.- -.'J.x ') . - . .- % C . 7. y..o l . X'J ' . z - M: . . . ' U W ' :QC -'mv -e ' ' I * ' * ' '- - 'x. j .r . . u .- . .. . .. - . .-. . . yrl/., . - - . .. . . . - .s . . . . i J . . . - . .. . ... C . . - . . . l - -..

.....-
- 
- . - -.. - .U..-Q c - . . - .. 

' .e-. z u .. un d Yr - qt h i s-' 1 e Rui-q 1. é. t; i p.Rw . tl1 e y h a v e . t o g.i-v-q m e a . ' - z' t . ) - , .
. . .'-. k .. . . z . .. -- v t.Q 1,. a -. - .

. . . - . - . . - . . a . . y
b d et forecast about the 18th of July for the year - '
u g

L 8Q' V i.fl ; fl CXV S e P V C2lb CV 1 @ îv ''S .

#p () jg yj ,/Bowman : y.

. ..';NV 'Z *' O G S N E R A L A S S .E 51 B L Y - 1 - 1 0 - 80
, 
'a tyj> fe !

.r v '. 't !. u . . . . o 'xyjz - ... . . . . ... . . . . . ...
. sv N.v y o-luu u I pl glz..m . . . ... .. . . .a g .u . -.- a.z .m - y. . .rj ysy .z..gs. y .c... ap.. . - j,.w.. . a. 'F.ée . . . t . z .;z x.:(aa. . ; ' Y y - . g . . . := . . . = ... . = :g'..g. r- s . c y k. jyyc . w . u. .gyx.sr m . . sy. . g jam ..m . =. . yu ..y m .a. us . msm.z..ta.'mm=.- x..,...-w.,..z a. .. . . #... ,- ;r,g.. ..v--. -.-wmv-p,c.rw?a+c-J4. .,,x tée-ax- x>m .'rr- . . . u=:.. a-woa-.w..u .. .. - s'=.s,-.. ..= I

. > 'u'''''''.r= 'r#z. . . . % 2 ' ) G'A.e+- ' . - ' Ak A =. N. A. '-4+  os...m.gys 'vnLhu -e 'vczzugjljpkj.. x . . . m -a&.a.- . ' ' L'7q ly - ' m''- . v = . = x . . .-iaZCz ZYX 'X ' ' + . - - r-- u . . c . jy . p u' m .X.Jm.'.r-=-; . . v--. Q L o
$= '= = ' ' t s v . '' - :: ' ' '
. 7 ' 2C .L. ' : . ' e %' ''. 2 .



JX-J-j 2 ? 'rkr-zyjF hz.L 1 xrrrmr r4tX= = ' ' . = c x 7- :y . . g-v.jj --. '' ' .n . .. .- . w - . .-. 2 .. .. . . ... .n.. . . . -.b7 . .. - . .- =.-- . .. f:q: ....! . : .. : ..-rcrz.c-.=.% , ui

. ' qi .

Van Gorkum: 'îof ft's not a balanced budget, I won't actept ity

and if I don't accept ity they got to go back to the

1j 
'

drawing board.

Bowman: ê'Rfght. Now, incfdent-a'lly when you...when you do

talk about a balanced budget: we talk about the balanced

budget here on the floor of the Illfnols Housey and

sometimes it gets...that concept gets used fn different

ways by dffferent People. How are you countfng proceeds

from bond sales and things of that nature?''

Van Gorkum: ukhaf we will do ïs determine what we think is '

their reasonably anttcipated revenues for the year.

That's the starting point. Maybe I should tell you how

tbey done their budgeting in the past, and you#ll under-

stand the dif f erence . ''

i P-QQ,V-QtQ.-C.G!1I!-e i!J.e.'L:.--,x.-'.'H9 1/ o n f o ?J a s e co Itd - Th ls is an im p o r t ant. ..-  : .

pronouncement. Let's-.this is hmz the budget vas doneI
in the past.''

Bowman: ''Yes, I think we're a11 eager to know how the budget

was done in the past. Please proceed.''

Van Gorkum: MFirst they would add up a11 of the revenues.

Sometimes they'd be optimistic about it. Then they

would add up 'all of the expenditures for the yeary and

if the expenditures were more than the revenues. they '

had an item they put into the expenditure column catled
. U ' ''

' prbrata, whfcf kas V negative figure, and it was

whatever number was necessary to make the two columns

balance. In the last budgety which was approved by the

School Board, that number was 115 million dollars.''

Bowman: HNO, this is school aid formulas right?''

Van Corkum: HWhich meant. in essence, that they verè saying

-  there had to be .prorata cuts in a11 of the expenditure
L . -z -0 . . -.x. -.
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. . . . . . . .. #we will do ls start from the other end and say, Ue

bbliève thàt y u man reasonably expect to r
' '. . .. - ' . - . . .

do'llars fn the course of this year fer your operatfons.
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from whatever source that ue think they can obtain it>

and you cannot have expenditures that exceed that amount

We will not take the responsibility of de'termining where

cuts should be* made: what programs should be substituted '

for othersx and so forth. They will have to do that.''

Bowman: DI see. So...but...so you have confidence then that .

the cuts wi11...wi11 at least equal the cash operating

deffcft...'? '

Van Gorkum: ''We11, I'm not going to approach it on the grounds

of cuts. What I am gofng eo say is, 'Here much..omuch

money you have to spend. If you have to make cuts from

what you antïcïpated, that's up to you. You can't

spend anymore money than you're going to geto'''

Bowman : ''Okay , f ine . Now , 1et me . . .let me turn . . mexcuse me .

. --  -. . .- .--
. ..-- - - . -- -1-: d - liqxt e -' t o-.a s-lc -n ow ab o u t th e .- .-. th e - b o nd s . . . th'e ''lo 'agccr m -. s'e-c--e. =

term solution, if you wi11. As I understand fty the

plan is to market 400 million fairly soon and then the

additional 100 million sometime within their fiscal 981.

Right? Have...1 presume tbere have been cash flow

projections on that or there have been some idea...ideasI
before as to what the interest rate would be and what

the debt service would be. Can you tell me what the...

h h flow looks like for retiring those bonds?'' '
t e cas

Van Gorkum: ''We11, it is generally considered that the amount

of money necessary to 'serve ûs 500 mfllion dollars would

be 50 millfon dollars a year, and that's the source of

thls...''

Bowman : ''Exeuse me a second . over what- '.the time period

are they golng to be issued? What's the maturity?''

Van Gorkum: HOver the- '.well, 25 years, I think, is what
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van Gorkum: ''And that's the source of this 50 cent taxtng

power that's being taken away from tbe School Board. . - .

It fs estimated that a 50 cent tax rate on the assessed
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valuation of approximately 10 bfllion dollats will give

''
. . them the 50 mfllion dollars a year that they need to

service those bonds and ultfmately retire them.''

Bowman: ''AII right. Now, it seems to me that the...the demand

on the Chicago School Board are going to be pretty

fntense. Nowy let..glet me see if I bave this...this .

correct. ln order to prevent cash deficits from occurri g

in the future, they will have to somehow reduce spending

belôw what mfght be called a trend line. by 60 million .

this comfng year...the current year, ratherz and call it

roughly a hundred million the following year. In addi- -

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

. . . j; h e . . d e )) t, :-.1 1 .. .- . . . -z . ... . . . - u . - . . . c-.- '' ' o . ..u. . . - . ' . .. - . z.nc.' a:. ..'v'-.r vvzm-vv- . .-.. mw .

Van Gorkum: ''The new debt, you mean?''
. . * , %- . . . . . . . v . .Bowman; ''The new debt. Now, for the purpose of servicing the

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

finance authority wfll be given 50 cents...''

Van Gorkum: î'Of their taxing power.''

Bowman: ''Tbat's right. The taxing power right off the topo''

van Gorkum: ''A11 right.'' '

Bowman: 'Qhat means the Board then, the Board of Education,

now has to work under that ceiling...the new lower

jf 
'

ceilings and... .

Van Goxkvp: HA dollar sixty-one.'' .
J - . -  . -. Cw .a =. Cœ - =  v . - . Q - Q- Zr Z Q:

''Ri ht And 'at the same time, come up withy inBowman : g . ,

effect, cuts or eall them what you will of 60 million

dollars in #80 and roughly 1O0 million dollars in :81.

Is that correct?''

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

misunderstand the seriousness of this. The schoot...
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they donat/- they were gofng to borrov 260 mfllion
' t 'i ation notes. The only.. V

. . . -  .dollars thil year on tax ant c p
,, Ireason they haven 't fs because nobody vfll buy ehem.

j

J - '' GEN ERA L A SSEM B LY 1-10-80z', . . < . ./ . 'r, .'. . - -

* j ' .'.' . <.. . r. ' ' ' - - - * - ' ' ' ' * ' ' ' . . ' '
v,. .
w  .. . - -M.,.z à' ï.,--  . 

-= ..-. ..i,r.. .-?0...:., -s-..'.-%7.>v> %>-. wtyols ' .-' . - ucjtu.
' '.-
'
-
qkvv.y'. ..'=.=.LL''.';..à-..-vt,.,.u=- -,.--'àF czst...u.

n .
.
-
:'.=. -,-.u.,:---:.=-'=

W = - U Gl;.u= ' . - .J:XJn.....-! 'r.. r-xa. . .. - > .#x.s...w.....z,a .:%uLu=..U.M - - m  . . - -r.lr . . . . ... - .= <. . -' . ... . .. ' r * r . rzv -& . - w - . . w . ' . .c.Z -......J . 'L . .P/.TM-T. . . .. . ' -w. .TL -a .-....a=......x= .- '.L : -U=L-.%X'LXU'-- - ===.w.1u...LL.-X' ' -k '- ==u -x- = ' . . ' . .- = ..- .. 'V - == V u..p ' . +s= '-W  'ar=2r. ' - x''-M-'.'m - '.-r..u-wzzu.=.--= u - . -u%- . ' -'. - == = . '. s ..sx -.u.' '-.== '-uuz . -. - uu u . . . -- 'c . = -...f ==. a > =- --=F' LF:7 F =-z . - . - > ' ' ==. .-. =.. 
. . s .



; '

9 7 . .

B O W m a n : 10 S o 'C

Van Gorkum: ''We11, a11 these long-term bonds are going to do

is merely replace, to a large extent, short-term notes

they wouldVve had anyway. This is not piling a 1ot of

addftfonal debt on the school system fn any vay. What

it is is substituting long-term debt for short-term and

to the extent that therefs a difference in rate. That's

the only extra burden. There is one extra burden . hv #

- .they'll be œarryfng..zup until.no.u they'vecbeqn borrqxfn ..
. . 

' s .

this 131 million do llars f rom the res tricted f unds and

are apparently paying lit t1e or no th ing on it . Now ,

they # re go ing to have to restore that money to the

- - -.- .- - ... .= .. .- -c . e x-tw n t th a t.,.t he -long-c.t e ra. -b ond s.., -th e -4 Q.Q m-i-u .i on d o 11# r..g # ...

la part is used to restore the...th'e proper lever ofs

th e s è i: e é t Ffc-t e d - dun'di .- irhit -1df 11'' b ù- d n- a-d d'lrtônal'- ' . - Q=--=

expens e , I believe , to the S chool Board . but you can ' t

say that the interest on the whole.w.and the debt

service on the whole 400 million is news because it's

replacing a 1ot of short-term debt.''

Bowman: ''Okay, could you..-could you give me in...fn cash

flow terms roughly then what the difference would be?''

Van Gorkum: ''No, I canft. I'd have to lust tell you off the

top of my head that maybe it's 20 million dollars.''

wmanq ''It's 20 million dollars per year. #80 and :81...9'

van corkum: ''And I want to tell you that's off the top of my

head, because we have not had the time to really

coastruct this on a sound basis, but I think it is
'
ssed to you, and Bob Mandevilleimportant to get acro

can do chts better than I can, that this 50 million

dollars does not represent a new and bitherto unheard

;-. '. 'z. . 
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only we'rç going to substitute long-term borrowing for

sbort-terg.'' . .

Bowman: ''Okay, I would accept that with...With just one: and
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I'm about ready to wrap it up. okay?''

Speaker Schneider: HThank you, Mr. Bowman.''

Bowman: ''Okay. But, I would accept that with..'.witb just one

observation. It seems lfke there has been a very

sudden tecent increase, and I'n wondering wbat the

causes of that were.n

Van Gorkum: ''Recent increase in whatî''

Bowman: ''We11...we11, in the short-term borrowfng, not only

in the market but also from the fuuds.e.the other funds. '

Van Gorkum: HNo I don't think so. They've always been very

heavy borrowers. In facts they never could get through

any year wlthe..and this year. a fairly normal year,

they were going to borrow 260 nillion dollars, and they
. . . x . - . u. .zm ;

would have, but they fell out of bed. So: I mean,

. . . b o ç...-- 6hK.f n g a..@rJ d . h av i n 8 . a - 1.q.t . .g f 5 o 'cro 1J k n g . .i$ n p t : n e';i -.t.cw...-w.=.vw-... .. .
' the school Board. They've been doing it since 1926.''

Bowman: ''No, but the deficit in thefr operating fund, I

think, has jumped this year. The deficit in thefr I

operating fund has jumped, which has to be covered froa

eitber their...'' j
lVan Gorkum: ''No, I donrt...well, I can ask the Arthur Anderso

people, but 1 don't think the borrowfng this year

would have been materially beyond Vhat it was last I
î1y e a r . ..

,, k hat exteajBowman: Okay, let...to wrap up 1et ne just as to w
do you think the School Board fs going to be able to

meet those kfnds 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?''
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' ' expendituresz I'm sure you'll find plenty of people fn r ' -
' 

Cbicago wh-o.deel that they should have more moneyy ihaE-

the programs are inadequate. aad so forth. I feel
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that ifp..that they can cut the budget sufficiently to

llve wiLhin their means that they w111 have. 1 cannot .

say, however, that that will not require such serious

reductions in their operation'as to fmperfl the qualfty

of their education. I cannot answer that question. I

have no fnformed opfnfôn as to chether thatPs true or

not, and I'm sure youfll get some people who say that

that is true. but if ft fs true...if ft...ff ït fmpacts

them so stroagly that they fear the loss of accreditatio

of their system then, of course, I assume theyfll be - '

down here in a hurry looking for more money.''

Bowman: f'You would not rule out the possibility then?''

Van corkum: ''0h I certainly would not.''
. . r' rD r =  r* '-r'r

Bowman: '' of either changing the state atd formula or in-

creasing property tax?'' .
- -.- . . .. - - . - .. . - . .-.-v . u .- c. ..... .u a. .. - .., . - .u. w ; ...v mr. - -. -- . . .-v.. -..w s k..... ...ur - z- -- ...s=-k4. '- .. - ..z.=.' w,cr...ar==.... . .....,...s..ûi . z-u.-.-.;

Speaker Schneider: ''Mr. Bowman, really the time fs very

expensi've. Would the Membersbip obl'ect...would the

Membership object to a five-minute timer? Automatic

five mlnutes, set the clocks and 1et it roll? Any

objection to that? That idea. First chance...first

person with a five-minute limit is Mr. Simms. Timer's

î1On .

simms: ''I'd like to ask the previous speaker- .''

Speaker Schneider: ''Is Mr. Van Gorkum here?''

. 
j, : r . x- 2* y il - r.-* . . 1. . . . . . ... ) .. . .Simms: Mr. Van Corkumy did he...still bere - I

Speaker Schneider: ''Hold on a second. Now, Mr. Kane, in the

interim while Mr. Van Gorkum makes his Tiay for the

d 1 îa !; a r .

Kane: ''Wel1, I would suggest the same as you suggested earlier

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

dfnner.'' '

V Q.m W: . C . . x . .A m.2- .- . .j( ' =Vj=. -yj . rd. m asv 1 1 T ly a ù (&. g=r z .0. .ù r h.y :.- - .&w ykl r . p.h o's / z' QX y (J u W h C1 m C! X g XC .*S> :'''!t dr-.c -ec .jize. . .. i! . . . x . .. s..-. ..- -. r-..-..-.- ;-...z. - - - -. ..-.. -. . ,=-u,u. . ..- .- :- . - - . ,. . .. .. ?. u .,..,- ..i.. ' .:; . * ' - L- - Mr

' ' be' confused.theke'fs lnformarlod...there will be informa '

tion available.' I know there's extensive wrttten ..- . .. - .1 . - . --
matertats. we are not going to vore, as r'm sure yeù re ' .

. .x .r o 1 - 1 c - 8 ()
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a1l aware: and I respect your interest in the matter.

It is our oblfgation. However, if you choose not to

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

Simms: l'Thank you, Mr. Chatrman.'î

Speaker Schnètder: 'Q 'm sorry, Tim. If you will hold on a

d ,1 'S eCOn 
. 

'

S imms : '.0h okay . ''#

Speaker Schaeider: HMr. Dunn on the matter of the timer.''

Dunn: HMr. Chairman, weeve been going here a long time. A 1ot
. . . .:. .

of us have been waiting pakiently to ask questions. I..

most of us, and I thtnk including myself, won't take

longer than five mihutes, but for the very reason that

you have been pointing out, that others are free to leave
. ' ..-. . -... v ....y ...>. - ..-w. . -..m -.:.<a. .;è.,.-. .u- r . -: .2 unnzz - m.-. : c.- .' ..%'0- '. .- l-.x -' '''-c m..v.-e''<. - - ' '* r''' J - ' 1. d''* ' '' '* '- - '' ' ''''''- VQ.rJb= ' . 12

and the complexity of this matterrand tbe nature of the

. = . . .*31b l-e.a-t p a.t-t.t-rcx-----ul s e e - nl?-.-azc.e a s o p -. tp. . ..c g t o f f apy. .qu e-p-t i-pmt &-.:..a.:s .J C*v! W 7W  T ' ' '

if it takes a11 night to go through the deliberations

on this Bi1l.''

Speaker Schnetder: ''Would you m'ind five minutes with the

cbairman's discretion to allow some rangey like if I

were to make that decision unilaterally?''

Dunn: ''I just don't want to be cut off, and I den't want any-

body to be cut off on this Bi11.''

speaker schnetder: ''We1l, 1'11 just withdraw ity and we911 go

on with the time. I don't want to incite the Membership
. . . - . - . '=  ' .==  ='' = = .t* '= *' ' ''
..
=  . . '= ' .rm .=' = ..-v.= .4--.=..= =. -== . . ..=. - '.- - '-' '' Uz=. ' NUM

. -- - , . u goesnit need that kind of discussionon a matter t at ,

but weRll proceed then with allowing us to go on at any

rate. Mr. Simms for Mr. Van Corkum.''

Simms: HI have a question on page 39 of the Bi11. Do you have

a copy of the Bill. Well, ft...î'

Speaker Schneider: ''Hold on, Tim. He doesngt...èlr. Van Gorkum

' does hot have a copy of the .Bill.H
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Vàn Gorkum: What' lineî . '

Simms: ''Iine 25.; dealing with bonds. It indicates that bonds '
mc

or notes issued Prior to December 3l, 1980 shall bear
E
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fnterest ae such rate or'rates, and that such prlce or

prices as the authortty 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'11 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 authorïty

as far as interest rates?''

Speaker Schnèfder: !'A11 rfght. Nov, Mr. Van Gorkuq.needs.'t/ool''
. 

' ' '$' '
Van Gork'um: ''I'd like to get Mr. D'Esposito to answer that.''

Speaker Schneider: ''l think heîs...''

Van gorkum: ''It was a provision provided, I'm sures by tbe

financial community. They are not.x.they were not slce
Itl 11 d (! r E 11 i S V Ql T Y V O 1 a t i 1 e m a r k e t i n W h i ch w e o p e r a t e t h a t

. . ... . . .w............a .sé.j....;o.jj ya ..s awy ..N.x.zm .. a !:-.- t j4 e - 1 im jxre d ' é'a t. ,3 O f = e 7 0 X' O f T thre* W W 'Q= -

rime or whatever it is . ''p l
'lUe11y fs it concefvable that 400 million dollars worthl

,Simms :

of bonds could be sold at l5Z?H

Van Gorkum: HI suppose tbat's conceivable, but I donVt.o.we

uould never issue long-term bonds at 15ZZ'

Simms: ''We1l: let's take short...short-term.''

Qan Gorkum: ''We11 that would be...anussom'ebedy has asked

about that. One of the reasons we have the abtltty to

sell bond anticipation notes is that very 'reason. If,
c I =9 0 d ay s f rom now wh en t he s e ho t e s . . . b ond s pro b ab ly qze r e

re ady t o b e s ol d , the int e res t rat e has gone to s uch a

wild level that 15Z tax- f ree is required , we would .

unless eve rybody wanted ro call of f the whol e tllf ng ,

in which cas e the s clxools would clos e y we would sell
t

short-term bond anticipation notes at whatever rate j
l

. - 'c u. r a ... .
z.. .J:a#. n % q e s é-awr-y .arbm ub.!t elG- wzl.e.n Lt h4e- .r a t e s .ç am e d own .y e l d .
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have this dïsparlty in lstandins ts that s the reason we

here, is è ecau'se everybody knows we .h'ave to have the '
. 

'' z

money, and theyAre afraid if put in an interest limita-
l
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tion rate. theyrll have to come back here and there .

won't be time to do that and get tbe bonds out. That's

wh a t . . . ' '

S :t ma s : ''W e 11 my c o n c: e r n i s t h a t . . .' ''F

Van Gorkun: 'Q èan understand what your concern is. You

donêt want to give somebody a blank check, and I wouldnf .

want to do that either.''

Simms: R'We11, looking at this concern of the blànk check and

having the right to renegotiate or resell bonds. Is it ' '

not probable that the interest on those bonds...very

loan is just going to add to the present financial

dilemma of the school system. God, it J'ust...H
a- . =. - . .. ..-. v. .. .lm =z-..- . ..-.... - . . - .,<  .== ..-. - = = = = . == = . .-c = .-L% r= u = . ..- 'r!

Van Gorkum: ''No it...H

Simms: '' it just gets farther and farther...farther and

farther tnto the hole.''

Van Gorkum: ''No that's what I got through telling this other#

centleman over bere. Theytre already in the holeo''

Sfmas: ''Wel1 I know that.'' '

Van Gorkum: ''And 'my point is that these bonds will not be in

addition to the borrowing. They have a 1ot of...thfs

long-term borrowing is very largely going to replace

' short-term borrowing that they're doing now. and the

problem ts they have dug a hole for themselves, and

' - -' - -'c' f h-ey- re g-'il i<g to -ii%---i f tiiry d-ô n t 'g e t g'bc-fë 'élf(5'Ft- t e rm - ' .

iief. In other words, the short-term debt is comlngre
too rapidly. Theylve already mortgaged a11 of their

tax income out through into next year: and eonsequently

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 is
' . - - --- - t.:s . :' = - - --.u-.- mz-...s-ïiJ ,.,..è. .:..: v/-. F'---=-. aqd-Lc--Lhr-zv .'z- sk'-q. =- =. - - : - ' . s :-( - zs... -&s' ':' '-=c;kw = v.- -s t . . . . .
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*. : r '

'' the restricted funds, which is probably a borrowing, 1

- . . .--y . . . . u- . . .-. . ,don i believe on whtch they pafd interest fn 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.'l

Simms: nWe11, this...this provision in the Bill, which is

in essence...to a certain degrees a blank check for the

ffrst year on the fssuance of bonds. Can you concefvabl

see where the authority might have to go as hig: as

l5Z to sell the bonds' oa a short-term basis?'î
... .. .. : - , . 

. . 2. . . . . . . n . . . g
Van Gorkum: 'Q f these boùds got to be 15Z, we would have aa

absolutely catastrophic period in our whole financial

community here.f'

Simms: MHow high do you...hôw high would you estimate that

they could concefvably go?'?

. V a n Go r kua : . - '' I (: a 11 ' t . . . I ! m .no t a n inv e s tm en t b ahk e r . W e h a:v tl' . - . . --n

some here, and maybe...''
.. !

Simms; ''12Z?f'

Van Gorkum: ''Hmmmklî

Simms: ''At...at 400 million dollars at 12Z youAre talking

about approximately 60 million dollars worth of interest

a year just in the short-term bond-''

Van Gorkum: ''0n' 500 Killion dollars.f'

'' 0 lllion I'm sorry-î' 'simms: 50 m .

Van Gorkum: ''uell, even at 10% you're talking about 50
. .....- . . . . -....- -.-. . ...-- . .- . . ? .w Qp -..- ....-. .-' m ' '''-.. - v - - - . . *. x. .. * . ...* .'. %- Q C ; r -'' .

million dollars. I mean, the difference isn't a11 that

' great. It's certaihly not a delfghtful thing, but we

live in a time- .we have...tbat's the whole problem.
q

T h is wh o 1 e a u t h o r i t y . . . t h i s w h o 1 e B i 1 1 t s b a s e d o n t h e

f a c t t h a t w e b a v e a s ch o o 1 s y s t e m wh i ch h a s 1 o s t u s

t o t a 1 c r e d i b i 1 f t y i n a ti m e wh e n ï n t e r e s t r a t e s t e n d s

. -  . t o b e v e r y vo 1 a t i 1 e . Y o u c a n f 1 n d p e o p 1 e wh o :ei l t s a y -
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flnd those who wilt say they're not coming down.''

' simms: ''èfy last question and I thank you .for being very .

candid about it, do you think these bonds are going to

z z w <.x e 1 .1 g .. 8 (). ' . 
,q,. 6. G E N E R A L A S S E 51 B L Y .

r' . $. . u . - --4 D'V2&A z -- --' -. 'k.kTg-.. - -- ..- . - ---= ...' ' - s'rA-rr-oFaiutuxors -' - ---- J : .-u ' .' .- . - --- - ''.u - - ' - - - ' ' . ' . .= . . . t .:.- = .. r-z as..x sg. = . . .u r - ..-.g.-.-uvh=m  -.--o...r += .. z..= . mw= -.wv.--.w ..s..w - uhîza - .-.'; ..- . ..T-i!r:-1 ' z S
. . .rq un.' ' yLv'jp- u..as >.za' . ..u. ... * = g. . . meejg70  =a=:..o.  . e. x=. =v . x -m p J = . v =-.s. . . p . y .... = .. . . y y-. .. mags g.-....g . . . .. z' j ' r

. - ' . ...- - - . . *'-c. . . - . . . . . . . .= C. - ... Y-rcwv . xiarkk =-.e.wwG .W.-.-... -- - . - ' ' - . . * ' e - = - .. =. .U . TN
.=.-.=  : - . 7. == e-wccw L ...: qwava;- .=.'w.'-zt.>.- a ''w r . .-- , . .q u. z--z-;' . . . - . -  ..b- > :tL'.u.=- ..G-- - .- . - . . - .a =-s- - C.Q-- - ' - -.. .- ''v . - --. - '. .-:*J!



- . - D ' *U z ' ' 'Q '== := . **' jn b*p=':-'v' u = . - ': . . 
. ........ . .. .. .. :. .. . . ..

 .
 '

104.

' ' ' that marketable?''

' Van Gorkum: ''The bonds of the new entfty...the new authority?l'

Simms: nYeah H

Van Gorkum: ''Yeah, I just talked to the people this afternoon

again to refresh my feeling about it. 0ur goal would be

an #A' rating, and I think that the people. who are much

pore authoritative in tbis area and experienced tban I

am, tell ne we should get an 'A' rating. After all:

we have an entity here, wh'ich will have nop..the problem
. T j

with the School Board is they lost tbeir credfbitity,

because when they got money they didn't necessarily

spend it for the..othis entity will have no function

except to sell-long-term bonds, give the money to the
- - . =  .= .=.

School Board, and then collect money to pay the bond-

. .-. - .- .-ah.o ld er s .. -We.. . .. th e r.e ! s .. . .we c an ! t . .us e. ..t'ù e .money . -f p r..-......v .'.,,=-.... .

anytbfng else except to pay the bondholders. In facts l

we won't evea get the money. 1he money fs gofng to go
. l

into the hands of a trustee...a'-bank...some third party !

who will hold the money for the bondholders. With a11

k1eof those safeguards these bonds should sell at a reasona
i

r a t k n g . ''

S f mms : '. '' Okay ; r ; t h ank y o u y ery mu ch . '' .1 '

van Gorkum: ou re

speaker Schneider: ''Thank you, Representatfve Simms. And now:
.. . - . . r . . .- .-z v ,- u . e - . = =c ===  = ...v . . . . x . '6( . . . . t u . . :

Mrs. Satte'rthwaite. Whicb person would you like to

direct your questions to? Maybe we should give Mr.

Van Gorkum a break.''

Satterthwaite: ''We11, as a matter of fact, I xcas hoping that

I could address part of them...''.'.'l .

speaker Schneider: ''A11 right.''

Satterkhwaite: '' at least to Mr. Van Gorkum.''
. . - - . . - w . . ..v g.- . ...; . .. .. .x -- . z-. :. . . - - - a - - .
.-.- .u.-..w v a- ... .-...... . - aszp-e-ak e.<=-.&chnpe ide-o.. - X!;. . ;..t tha.s -t s- -li i.s- eas.i e s t d ay ......gv.k r .thq-'. aex t- -..t.-. ..- = .' . ' . - ? . .< .w. - rr -Q uu yw ' . . . . . . . . - ... e' . .s . . . .. 1. . .. . . z .. .- - u .u .. .l&r ..... ..; . = m u-j. .n ..2* . -

three months. Proceed.''
. . . '

sattefthwaite: ''kk. Van Gorkum, in earlier diseussions therè '
. m ' . .

was some concern expressed among Members of the Legfs-
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lature about the impact of the quantity of bonds that

tbis will put on the bond market. Do you see any

appreciable problem in disposing of that quantity of

bonds along with the o-ther types of bonding that will

need to go on concurrently?f'

Van Gorkum: ''You mean from the School Board, or the cftyy and

so forth'; ot'. where do you mean?''

Satterthwaite: nFrom everybody state-wide. You knowy state

- bonds, city bonds. everybody. Can the bonding market

easfly absorb this additional bonding purchase?''

Van Gorkum: HWells the people that are going to sell them

tell me they can, but that has been one of their

pripgr.y conœew.n: in structuring thil legfslatiln..-wt-q . .
. . . . .1 . . ..,, . .=

create a bondfng authorfty thae could have natfon-wfde
l

c re d ib i l i ty è nb f '-o n e t h at' wo u ld j us t co n f f ne t o - th e' f o c al

market. They have a11 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 fnto this struc...fnto

this total package in order to provide a bonding

authority that uould have a marketable securfty tbat

. could sell nation-wide.''

Satterthwaite: MAnd it is not anticipated then that this '

u uar wiyy uave an )additional quantity of bonds on t e mar
w .-- . . . .. -- ..-. . ... . . . . .. - .. . ..- u.. . ' ' . . . . - . -v ' .L=.Y .w*v. ' 0 .*.*-

. - ...= =  .. . . . -.= =  .=  =. - .. . .. = -  .. .. .. . = m

' appreclable impact on the kind of interest that can be

obtalned?''

Van Gorkum: ''Wil1 it have a critical impact on wbat?''

Satterkhwaite: ''0n the interest rate.''

van corkum: ''No , I don't think there's so many bonds in this

that it would drive tbe fnterest rate.up. I don't 1case
l

. 
'.- .e:. .-:g-p -.u l.s -..' a- .: vss- cy-.m-,xz.t.h.1;n.kl t h a t.AS..Er.T. -yl) l!t yrjw..: :Lr=' J7 Cu s .t . a .mi n u t e . - N o' , 'é my -b r.a i.n s .J - --: -
C - z . :a. z . . . .... j; VA..G =. ' 7 . - =-*' < 4 . - z -c ' - - . ' ' . - '. . . . = h ' -- uyyg .J. . . . s .T. s. . . . . . y . m'7 . .y.Lf r a . . . s. '...) ..g y -, . - yy =' . yy - - . ' .>. . . . . yyyiy yy - j . . . . . , . z .

. 
. , y , z,y z.j .'xm.. . z.-, ut s.- - .. y y .m.' -zz. .a.- - , ' z'.' s .. ..y (j .' V .=ps.- ' - M * ' -k-'277 -. - . . wws L.rs,.,j . s zs.p..g., : sw-t-o-:- u. s;.. s. ..r=t7w-.a=u -'.. . . z j -k . , . . - , .. : s .. . .,, .,..2.667 ==QI . . = . 4 . rr'jj-z . ks jj e r e Fe yty'g. .. m a'krlrràvéms 1 n ti t èL- Cu % k e :i y '. t o . h 'aP p e n z *. u. :

l
'' ' tking about this bonds...these bonds ijSatterthwaite: We re ta

' -: - ' l '' '
. 

' - ' :.. . - . . . - . .. . . y . .. c- ... . .....' ' - being'issued over a-zs-year periodw..being' paid back- -v
. . .- - j x. 

' ' > . ''.. '- 'S ' i '
' . j
over a 25-year pe'riody and we're saying...weîre sayiug ''
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we would have a 50 million dollar a year pooly so to

speaks from which to make those payments. 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: HYeah, that's rfght. In oeher words, the 50

million a year is called debt service.''

Satterthwaite: ''Right.''

Van Gorkum: HI6's potw..it'sts.tbat includes the interest

plus the princfpal, and you have correctly stated the

interest over that 25-year period: if it's 25 years,

would be 750 hillfon dollars as contrasted to 500

' . mtllion of prfncfpqlm'' .
. . - ..- . . . . . . . . .. . . . . .

. r : =. . . - .. ; .r .m a'- ..u . z - -t. rr-- ! !.. r.v .x .r rzm-v c-  m  - .

Satterthwaite: HThere was some concern in our party caucus

1ie r th'o t in f ë'a t *5D m:t l li-àh d'blla'as urt-gb-t-'no t' ' '=?--==-' -e a r y : -. .

even cover the debt service for the first year 1et aload
I

payfng off any of the princfpal, so to speak.î'

''W 11 at anytime y'ou have.v.anytime you have aVan Gorkum: e ,

level payment of a huge debt like this: the early
Ipayments are 90 to 95Z interest and very lfttle prineip 1.

It's just like your home mortgage ff you#ve ever had

11One .

Satterthwaite: ''I realize that. The concern was that the '

first year's payment mfght be l10R of the fnterest.''
. *. . C. - ' w- . v-.-  .m. . .- - 

Q. - . - . * * - ' ' ' ' ' - - 'm am. > - . . . v . *o- -.. xw . . . v: .sW*-  > . * <.-- ,u,.x+. . .. - . . V . CC J

Van Gorkum: ,

satterthwaite: ''I mean, tbat 110Z of the 50 millfon dollars

that you would have...'î

van corkum: ''Nould be interest?''

s tterthwaite; '' to pay the interest-''a ...

Gorkum: HNo that's not the..ZlVan ,

'
-. - .- .. . , ru a t t r-cr ihvq 1.t.p-? ' ''yo u '-rue xgq!: i vu' 1+ t f n g Dh >t -th e eq r..l.y.- k' qars vil.l ,
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' ' -V a n- Go r ku'm : ''Th a t..' s ' o u zr e s t ima t e b a s e d o n t h e c ur r en t m a rk d t- . - -- - -
i

day. That's right.o '
- t9
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Satterthwaite: I'If you still have your copy of the Amendmeat

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 paymeat

to the school district.''

Van Gorkum: ''Is that on page 17? Where do you...what line is

that?''

Satterthwaite: 11At the very begfnnfng. The underlfned Section

. . .starting theç.e :at the otoR qf.-the- -page..'r .. . - 
'
. v . - 

'
. ... ... ... .. ;

Van Gorkum: f'0h yes. It's right there.''

S a t t e r'thwai te : 'fon p age . . . line 3 . '' '

Van Go rkum : ''Y eah .. A.11 -righ't . I ' ve got f t'. Okay'. '' '

S. na.t.t.e Lztlw-a.i t e. :- ...-''Jhq. .@-.t..g.-t,#.:.a.i d. c. o t h erqi sLe. .-- Rayab 1.e .-t o.zutll p...sC.hu4.c.a. -

School District will first have to pay the operating

' ' ' e x p e n -''-''r''''-u r e s o-k-X 1'i% a u'iv-o r W =y 4. t s e H''.- - - I 6 ' 't % a t' ' S e c-f'ik/n ' ' V =

I see no limitation on the amount of money that the

authority will have at its dispos al to adminis t er this

1an '' 'p .

Van (lorkum : f'Y eah . ''

S at ter thwai t e : '' Coming f rom a downs tat e area it ' s b een my

exp e r i en c e th a t we h ave f r e q u en t ly g iven Ch i c a g o

groups too much authority f n terms o f what they are

permitted to do assumingnthat they would be reasonable,
!: n d r a t i o n a 1 s-  9.p.d w.-t Q . -to.!q e .-ç-y.t e n 4. , p e n n y - p-f n qh i n g k n o..H i nav .. -1 Z ' C ' - - ' W b ' - Z ' * -* - *' ' '

the dire straits in whfch we a11 are and not wanting to '

overtax people.''

Van corkum: 1'uell 1...1'#

Satterthwaite: ''Would ft be amenable to you or others tbat

have been involved in working out this program to set I

some top limitation on an annual basts for what the

zu'. -'' û:-> . . z. ' '': . 
' :' c' .=' L .-. 

''
.. 
'
:-. 
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The first request to me was they wanted to put in a

' ' '. 
' ' - i f lc - u b- i fz t.be'rq an d ' tlz ey s a i d t o In è== f k artkf y ' '-- 

. .? P e C q. .Pt e. .V. - - - a - , , . . . . . . .- . . . . - , . . . - . 1 . j . - - , - - -. . .. '. . - ' I & r 2. =
'How mukh is it going to cost to runrthis thing?'y and
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I have to say to you andqto them, '1 haven't got the

slightest idea.' Weîve never had an' entity of thfs

type. I've never run one before, and I'm not, you knou,

I don't want to be in this position where I appear agafn

to have another blank check, but we are unable...they

bave a percent in there for a while..vthe percent of the

school aid revenues or something lik'e that and ve have

arrived at this only because what I do have to do fs

certified to this apthprity that what my expenses Fill

be for each year, and obvfously if I certffy 10 millfon

dollars and last year I only spent 625.000: I don't

think thatmk'.after all, I can be'fired at the whim of

efther the Mayor or the Governor, so I'tbi'nk...l woùldn'# z
. . . .. .- . . . . . L c. . . .. . =  -. = =

say that we're completely out of control here. But: I

' .. . u 7 . . . J'-t:.s t. d c n V t . ..h av e . e. c le ar - c u t . an s w e r . - .1 m e a n y a. .b e.t .t.e r.- . . .= ..

I' answer for you. I don't know what the costs are going 1
to be, and my ocn opïnfen ls very clear about thfs, the

cost in the ffrst 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
l

sell around 400 million dollars worth of bonds. Now,

if youfre not famïliar with tbe process of doing thaty

that is a very, very large undertaking. I'm going to

hava to have some very expensive lawyerss very expensfve

investment bankers, a great deal of accounting 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 directorsy'l 'think you'under

stand, serve without compensation. so that...and I have

purpo se ly ask ed that tlàat b e th e cas e , b ecaus e I don # t

van t th i s . t.G ) 1) e . an -at t r a ct ive = 3- càb =on a f in an g i al b a s i s .
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other lland...and when I first started thls, I had no

idea' it wasr-going to mushroom into this kipd of authori
- -  . l

-. . - . . . . - ' -c !

ty tbat is now being considered by this Legislature. I
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' had envisioned something small as an overstght proof tha

would use other consultants and so Forth and other bodie

to do most of our 1eg work, but I9m afraid the way this

thing is structured now, 'the responsibility we're going .

to have, we are going to have to spend substantial

amounts of money, and l do not know hov much that's

going to be. I...it is my desire and intentfon to run

this thing on as small a budget as possible. I'm very
' jconscious, and I m a big taxpayer, as most taxpayers are

' that we have too much bureaucracy and àll t at sort o

thing, but the reason this is stated in such loose

language is because 1: franklys donft have a number that

I can use. If you wantjto impose some llmitation and

....-  ... . .-. . . . . -.m cm . . h.-c- ay=-.-.s.iu =  .-=.as long as ftls...I thlnk I can lfve vfthfn It, i: s ' 'I
I

f ln e w i t h m e . 1' l
. .- oo-.u-- -.1- ...:- .. .= .... . ... .w... =. .. . ....- >+. .. . .. .u. . .' : ...u. u .. ... . . z . . .. . ... w.-. .. .. .. . . . . zr.. .z.u.= . ......... .. .j..

Satterthwaite: ''We11, 1et me just reiterate that I thfnk. ll
Iparticularly for those of us from downstate, it would bel

' 

ja far more acceptable proposal ff xee fele that there

were a ltmitation 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.

' Buc, gfving, as you call ft, a blank checlc boeh fn teras

f what the autho ri ty would be able to expend and in '
o

terms o f what it will liave f or taxfng authority if they

Elnd thatktho 50 millfontdollars aear .

to eover the debt servfce, a blank check ln terms of

the ability to rent or buy property to house your own

functions, A11 of these seem to be a little extraordi-

nary for us to give, as a blank check. knowing some of

the experfenees of the past, and I don't mean fn any

way to be crttical of you'or your intenty but sfmply as
. l ... .
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Satterthwaite: HThere is one more question, and I don't know

who the appropriate person would be to answer tbat re-

lating to the working cash fund.''

Van Gorkum: ''That's not...that is not 1...

Speaker Schneider: ''Mr. Van Gorkum takes a pass. Anybody want

to voluntger for the working cash fuad Section? Going

once. Do we have any other volunteers? Can you hold

that question? We may get...whereês Bob? Who will?

à11 right. Mr. Leinenweber.will talk individuallv an4 .
' . - . ' ''' .... . . .

. . r. . u : . .. .
personally with Representative Satterthwaite. That may

not satisfy you, but right now no one else willing...is

willing to take tbe shot. Representatfve Skinner...and

if that's not satisfactory, Heleps If11 come back to you
. .* c IL .

and aaybe the BOB shovs up . ''

.. .v -. - .-  . . . .. . S kinne r, : wx '' I t - may ' .o.f. . in t e re s t '-to - p eop l e -t o . know th at'uvt h'ey.d-vewr---'c .ck;>J-r..-'.,=z

agreed to take out that part about the recreation of
. I

the working cash fund: which would just give to Chicago

the same atrocious authority tbat downstate school

districts now have.''

Speaker Schneider: '1A11 right. If youVllbhold a minute, Cal,

there's a question from Satterthwatte. Mrs. Satterthh-ai e.''

Satterthwaite: ''We11y I'm appreciative of Representative

Leinenweber's earlier questions in that regard. My

questions do not relate to the recreation of a portlon

' of 'that but rather to the current situation on...H .

Speaker Scbneider: ''Okay. llold tbe dialogk Negve got an

answer man . It's Mr...'' '

Satterthwafte; ''Okaye- okay.''

Speaker Schneider: ''Would you rephrase.p.no...restate the

question? 'That's rfght.''
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working cash bonds outstanding. Is that accurate?''
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to issue some 30 million additional bondsw''

Mandeville: ''Yes ma'am.''

Satterthwaite: ''What are tbey currently collectfng in a tax

. rate to pay.off those outstanding bonds?''

Mandeville: 'îI don't knoww''

Speaker Schneider: f'How's that?'î

Sateerehuaite; HIf...ff these Bills pass and ve use thfs

Section allowing for the new working cash fund system

bere, would it be anticipated that the addfttonal.3o '
. . . - Q .. . ... . .

some million dollars of bonding for working casb be

issued and how much additional cost is that goiug to be

to repay those bonds? And then, as I understand it,

thqre.. is p 5: limitltioq gp. .th: yolkipg .glih-  f. qqdrvvwlws :yvm. ....; . N

that an annual rate or is that a one-tfme rate?''

Mandeville: f think.we could spend hoùrs figuring it al-x ' - -

out, and I'm just nov beginning to understand it some

myself: but there...upon discussion with the vartous

draftsmen who have been involved, we are thinking of

making a number of changes in this. I think ïtVll help

if I tell them now to understand wh'at it is weere look-

ing at. A11 of the existing bonded indebtedness...

whatever the rate is tbat's necessary to pay them off

will continue to be...fs requfred by a1l standard bond..

bonding requirements, and that will continue t9 be so.. - ... . . ... . . - . . . .. . . . œ zr...r ' -. . . ' ' ' . ' -r r ' . % ' = r
- vb;.ï . - . - -. . . = . - - -. . - . .. . .. - z =:u .. . ... - . - - . ..- . .- . ? . . z-- z . .

so that you can pay off al1 of those existing bonds.'' '

satterthwaite: ''I...I'm simply trying to designate...''

Mandeville: H...Let...1et me continue.ê'

Satterthwaite: H how much..'.M $- ' j
l

speaker Schnefder: ''Please don 't...''

satterthwaite: '' ts being paid in working cash funds.''
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Mandeville: ''...r.'.don't know tbe rate. The abolition and
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5ç additional tax ratey and this Bi11 was not intended

' /
. ua . 1-10-80 l

'', ,os-rmxc.u . 
G E N E R A L A S S E M B L Y . :. .. - Kk.Jr' <.w ... '*-- .. * . - . . . - - .. . - - - -. ' . - * . .. . -. ' ' ' - . i

.. 'Z*j 1 * . ' J L -' * ' *' 'v' - . . ' . . ' =u '/'N =. m . . . ' ' -.- ''MY.>JIF.. 9 y jy..yJN9!F ...- . . . . -. . -. .yT. '.z . -g--. . uc ' 7C.= c . G. D .t -J .X M * ='' -' =!
w ' .. rafrzpmr-.. .'t= ' . . . - . n' q'Lï-'.k X -Z ..,;.+. ..r. g-j;.-.'-wk u '- .-.. - . . . - . ., -.. z . . ..u4 .s.é W'OVZ' - c . u . . =g-..a.sp..Z.. scr..-s.' .s--- c. *.r.Q '' .- *'=*' ' ' .!
.'bm.Tw s-,.. . a

.
:v- . . ,rvxe-..sl.tz-..=gr' u4.- =v, . w..o-  .- . gjvsoy. = -.:......-.+  --..vw. - . . . . - . . I

.*.= -  r> - ==U '' : '
. . .CC. . . w .p . yxjy a> = jj x. a 6n+ su m - ysa.w o rcg X%y . . zu-yg-p-.-u . ...u..- z.-.-.. .=i . . . . a.us . y . . z o'cu. .m . . . my..r=*.. .'.'.. . . - ..- T . , . ...< wvww.o .. .w.. . . .



. . z . . - - . ... . . . .'.r

7
' . . - .' '

112.

to be a tax rate increase. We are going to eliminate

the recreation power while doing the abolition whichh:

apparently for technical reasons, will help collapse the

two funds into one an'd allow for. a simpler operation

by the Board. We'll allow only one additional recreatio

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 tbe Board at some

f u t u r e d a t e w i l 1 b e i ù' *. -t' h e m a r k e t - t h e y c% i! 1 d : t h e n ' ï. : s u é' ' . ''. : .. w -

as a working case fund, and it would be paid off as the

other 208 million are with whatever is the requirement.

Howevers that s way down the line. We Just don t want

r
cash fund bondsy but we will not allow the abolition

:a n d r e c r e a t a. o n t o g e t t h e a d d i t i o n a l n i ck e l b y mi s t a k e

or even by design. That we are not intending to doy

and so we are going to...to eliminate the recrea...the

abolftion, recreation on an annual basis.'î

Speaker Schneider: HAl1 right. Further questions?''

' Satterthwaite: MSo that a11 of the working cash fund would be

as a result of the issuance of bonds, not as any direct

tax rate for creating a cash fund?''

Mand evi 11e : ''T ry tha t o ne again . ''

'
r= ----r-m'- ' v .- 's a t c e'r t hvliltp': . 'JWèla yw@weca-.uz't d e.r:s t.'â'nJd.'.7.ti. -to zIthe.r:ppc at''e ' tvo-uax--reu:.èc ='' c. -=' 'ru'. -

. routes now. One, you can impose a five cen: levy and

get yourself a pot of money to use as a working cash

' 
fund. The other route is the bondfng to get a working

sh fund so you#re saying...î'ca ,

Mandeville: ''The abolition is permissive.''

Satterthwaite: ''...they would rely only on the bonding.'' .
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amount of bonds outstanding, they will never be able to

use the nfckel rate. If they ultimately pay off a11

their working cash bonds that are now outstanding and

if they do not abolisb the working cash fuad. they

would then have a nickel annual rate that they could

use, but that's a11 existing law.''

Satterthwaite: ''Thank you.n

Speaker Schneider: ''Now, Mr. Skinner. Name your pofson.''

Skinner: ''I would like to know if we may have the copies of

t:e management letters from Arthur Anderson for the

last 10 years?.f'

Speaker schneider: ''Who are we talking to?''

Sktnner: ''By tomorrow.''
y =*.P . . .

Speaker schneider: ''Ca1, who would you like to address? To

' ' ' Il1 e ? :( c a n # t: a a s Y e r t h a t . 11 ' - ' ':-.% . '

Skinner: ''Ne11, I don't know. Whoever thiaks they're in the

driver's seat.''

Speaker Schnetder: ''We11, give me a chance. I've got the

mic, but I can't get you those. 1he last 10 years?''

Skinner: ''Yep.''
l

speaker Schneider: ''If Representative Bowman has them. would

he cough them up at the appropriat'e time, which is
1

? Ca1 '' 1romorro:e? Further questions ...
Skinner: nWe11, I asked Jim Edgar yesterday if the Governor

w . . . ... u *7r v . . . . . o .- . . . . : - . - - = Z - - ' v . . . C :,* . ' . '. . -J -
could get them, and apparently the Governor doesn't

have that much power over the Chfcago School Boardo''

Speaker Schneider: ''Or Jim Edgar for that matter.''

Skinner: nThat *as two days' notice.''
71

Speaker Schneider: ''Here comes Mr. Schwartz on the question.''j .
S chwart z : ''Can you wait a minut e and a half so vze can glve you
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Schwartz: ''But we .got the Membership.''
-r . I

- . . . . j
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Skinner: OThe second question is whether the...how many

...c y.yo.8g
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scbools can be closed in Chlcago kf Chicago operates

under a year round school system similar to the
yy '

Bolingbrook?

Speaker Schneider: HTo whom''woudd you like to direci that:

I have no one in front of me. Chalkie: maybe: but...''

Skinner: 'îWel1, he probably knows more than...well, never

mind. Is...I don't know. Somebody from the School...

does anybody know...''

Speakee Schneider: ''Mrs. Rohter.''

Skinner: 'Q ..anything about...someone who knows something

about the Chicago school system.'' ' '- '.- .

speaker Schneider: ''Now, that's a challenge. That's a

different question. Does anybody know Mrs. Rohter?
' ' - . . 7 - . = . - ..w . . . <> . .e - . . . *-. .' ..u . . . ...-=. . r-..= ,. .. -= . .- ...-. .v v. . . *v.-.-...- . w . xtv-- . .- woo a.e-  . ...... v ........

When you see her, ff you do, direct her to the podium.''

Sk in ne r :.=  I'W e 11 . I . as ke d h e r .tlz.a t qu es t ion . . . ''.- . .. . .-. . .a u.zj.-- u . -..

Speaker Schneider: MNo one's here. I...I'm...''

Skinner: ''I asked her that question out in the ha11.''

speaker schneider: ''Sheîs tied up at the moment, too. Nill

arrive shortly. Can you think of a question for Lee?''

skinner: ''Lee, how's downstate gettlng rfpped-off?''

Schwartz: ''I'm happy to answer' that question, Nr. Skinner.

Downstate is not being ripped-off at a11 in any

r! '
way fn this Bf11. Thank you.

speaker Schneider: ''That was too easy. Any other: Caly we
Ze.G .F .u a .. - n . z ' . . .= 'e' * =  ZF''L= .7 ' e Z:7:77) ''* ' - '

' lo t o f b eo p le . ''g o t a
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 Sprtngfi ld

from Chicago tomorrow morning to get them here, unless

-.. . . . - . s-omebqdy hasssuomethiqg tm hide that they-4o, n't.waqt ..
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R hter's on the 'phone and as soon as she isMrs. o :
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available, which we think will'be shortly, would be glad

t o an sw e r t h e q u e s t i ons i f y o u wan t t o d e 1ay y o u r

ues e f oning . 'rq

' skinner : ''Sure . I ' 11 pa ss .''' '

Speaker Schneider: î'A11 right. Emily you want to try? Emil

Jones. Represeùtative 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 Hembership can ask them questïons. we have

been here a long time as well as they have, but this is

a very important piece of legislation, and I would

suggest to you, Mr. Speaker? to instruct tbe witnesses
12:.7 - .'.. '-*... .' ' -. .... -L .: .-kj..I . : c.i .=. ;.. w.' . '- 7 . .........'.....-.. .. . ' .-. ........... . . . ......- -. .nzzz...... ......... r:c u ..a: .,.. 'q.a... . u .-.u ........L e-.uza a u w.. . w. ... ... . .u -. .. -. -.-. v.u;

to come out where we can ask the questions. I do have

l
speaker schneider: ''We11, I tblnk that's very reasonablel and

I do also think tbat those witnesses are belng 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 ffrst. I want to talk to Mrs. Kate Rohter as

well as...H

s peake r S chnetde r : ''Mr . Van Go rkum . ''

Jones : ''Yes . ''
m - . rtr ; , ' ' . J . . . k.'c -.F7z :7>.a. J'gya -..z.kr . = : -* a w z .. . -rq..gm . zpwwux . w.r '....g a-..rz- - yawutjgsw-.z. . 
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Speaker Schneider: Who elsek Art Quera s ere.

J ''He eanft answer the question-''ones:

Speaker Schneider: ''He doesnrt want'to. 0h, no. YouVre not

ou want Mr. Man Gorkum .''
. ..y

Jones: ''Van Gorkum or maybe tee can answer the question.

one- .bere's a thing that concerns me with the legis-

v-
-
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Members will have to be...reside within the Clty of
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matter fs concerned, and how come you omftted thfs :
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'partfcular very lmportant aspect of the legislationr'

Speaker Schneider: 'Yfr. Schwartzef'

Schwartz: HThe question of residency was raised in the draftin .

It was decided by the draftsmen that that vas a kind of

a question that the Legislature should determiney and

ve're open to whatever it is the Legislature decides on

it. The draft just doesn't have it.' If it's put'in,

Ikdon't think that'any of the draftsmen will 1et ït in

anycay...''

Jones : '1We11 ''

S chwartz : '' . . . it would denf grate tlàe validity o f the Act . ''

Jones : ''We11 , Mr . Van Go rkum co ul d anàwer 'the que st ion ,

. .. ..v -. ... -m .- .b e c aus e -.1t.- is -ve r-v .-imp omtan t-.le.caus.e-.th.isx.-aecufaiaaaG xt- - - pcuu-c

authority will have taxing powers. They will have

control...line ite'm cont/öl over th4 budgets-whtch in

turn becomes a polfcy makfng power, so maybe Mr. Van

Gorkum can answer tbe question. Mr. Van Gorkum.t'

Schwartz: MI'm not sure it's a question ether 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

morning, simply said welve got to get a document to the

. Legislature. The document happened to be in...excuse

me...in this form at that time, and as 1 suggested, '

the draftmqn felt that it was # question for the Legis-. . - .. . .. .. .. .. w- , -. -- . .... .. -...-..- .u. -m-.-..-.-a. .. .... . . .. .'. . . w. ...u ..-.-- .- .-. . .=  -. w- .
.. L * . - . . - -CFR . - . : .. .- . J . ;Z-X

lature to decide. If they wish to add residencya 1...1

don't know that there is a...'' '.'

Jones: ''We11, I see that you don't want to answer the question,

Mr. Schwartz. Maybe Mr. Van Gorkum will deal with

2. b i S . î î

speaker Schneider: ''Mr. Vaa Gorkum on resideney.''
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is no reqairement that the Board Members be a resident
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Now...now, it is conceivable according to this legis-
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latfon that we could have someone from New York Washing on,

or Missourf on this Board the way this legislation is

drafted. Am I correct?''

. Van Gorkum: HIf that's.what it says, you must be correct.''

Jones:. HThat is correct, so 1et me ask you.'..d'' .

Van Gorkum: HI'm ''

Jones: 'Iet me ask you this, according to Sectfon 34A 201,

this is the general powers of the Board. You vill have

. line item veto over the budget. Am I correct? For the '

Chicago School Boardy so with line item authorfty of

the budget you, in' turn, will be...''.

Van Gorkum: ''Now wait...wait a minute. I don't have line by- '- '#

-- ....--->=..===- . . -- -- -- . -=r .-1-i.n e -v e'L o .ptlwe'rw' v.--I---o n l y z 17 a ve' -thre' r i gh r-t o = a'p p rtycve .' o'r-N ..,.zr ' ' '<.a=

disapprove the budget in total. I don'to..in fact, I

reluse co aecept line by line veto power-'

Jones: ''We11, it says right here you have the power to purchase
- jI

and sell real estate property to foreign offfces, agents!

and employees: to lend and transfer money of the Board,

that you do have line item veto.'ê

Van Gorkum: HNo, 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-
' j

t ion will remain exac t1y as i t f s no< ins o f ar as the ' .

- .. . . . ... . .-..a . . . m-u ...- . ..y.. . wd u. s-aut i o n aul.up X'. o. , ç. e- s 4 .u.1 . s. : q .0.. .n. ttlxn-e..d u.- , -. .-W.Q .z F. iw1 1. . .z.h.. ,.q, y..%-. .uB- . Q. xzr..- j Kh, . t.. -' . k .- - 5r Q-z--ui- -...=- .. -- . xw - - - . . . . . - z . . > >.a . L'-'

'
. to hire, fire teachers, advance programs, cancel pro-

grams, or do anything in that area.'?

Jones: ''I know you don't have that right dfrect: but you have
' 

yyan indirect... !
Il

7an Gorkum: ''We have a what?''

Jones: l'It will be indirect.''
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somewhere avlong theqine there was a thought of this.
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. the tougbest thing we can do to get doun to nitty gritty
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is say you can only apend so much money next year. Nows

if they bad intended to spend more, tbat will cause them

to have to reduce their total expenditurey but we're not
. r

going to tell them how fo 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. Doeskthe new Board bave the power to recommend

. . to the Chicago Board that they should increase their .

tax levy?''

V an O O r k u m 1 11 I n C r e a S e t h e i 'r t a X ' 1 e Vy î î'

J 0 n e s ' : '' D o y O u h a v e t ax f n g a u t h o r k t y ? ''

. = . . - . ..z -.-ww. ' av'z ww..ti'o.rk uaù.. ' - 1 l pou-y XDN W .I. =-k e'Qrh7TveD--t'd'x i fr/ Uavth' (TT i t: #.:''''Y- Wu t'U6'fG- #T=' T'V% '.VZWSGW.L

ehe extent ef sellfng these 500 mi'llion dollars worth
lï * WO ' '

of bonds. We have no taxing authority beyond that.

Jones: ''Wel1 fn view of tbe fact that you do have taxingA

.t lauthority on the 500 million dollars of bonds, don

you think that it's conceivable that the Members of the

chicago City Council and tbe Members of tbe General

Assembly should approve the appointment of the Board

Members?''

van Gorkum: ''1 don't have an opinion about that. That's what

tb is Legts la ture . . . '' '

-...-w...... .u ,=..j. <.-.J.. oszpes-l!- --a''ka.u.1,d,-.y o u ra.co ma end-vt-o-cwthmwdxa f. t e rs-tall a.t -wtlzi s b e ws .v.. x.ou ..wv*=**U r ' ' '

included in the language that the Senate shall approve

h e Memb e r s ap p o i.n t e d b y th e Gove rnO r . . . 3:t

V a n (; (7 r k u m : '' N o I . . . 1 '

Jones: ''. .and tbe chicago city couacil sball approve the 2

Members appointed by the Mayor?''
1Van Gorkum: $'I wouldn't take a position on that. Tbat is not

-  . .=fr.. c .- - J . .- -ib.L. w .z :.2 . < = .vsoasx tJ...(..o'aW='Q-:.Jrr1'A.à,'t7''.Zs uvy d'ttz.r rx-f iïjy.è ,.t,. o n . a. '$'Lw - 2 1- 2J ' J. - ' - -- è : x . - -. - .' '. .
j.u.=  L-=iliï.e:uuz 7--u7 . :. .i' rlxv.6 = . . . - ..-:.-kV . ; -lr-cuvawc!. r7(v a;.ap-y. gt.,k.p... . gus rzuyn 7. .- -.u --s .. ... -..r . . '.y-y g..:- c .' .' > .. -L) c

' ypu expect-tov+e appotnted chairman of tbis parttcular -
- . - . . 4v - . . r= . . ' - . . . . . '

. 
D. ' ' ' '

. . ; '.'
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legislation drafted to your lfkfng, more or less.''

œ 
. 1
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Van Gorkum: ''We11 1et me put it this way. I know there's
#

been a great fear on the part of some...the people in

Chicago partièularly that this new authority would

j) - .
. . ecome a school czar and wovld be running the school

system. That is totally wrongv and for that reason...

that's one of the reasons they have not been concerned

about the resfdency requirement. The School Board has

residency requirements, because it is felt, I assume,

that tbey want the people on the School Board to be

sympathetfc and sensltfve to ehe school needs of the

children of Chicago, and they have that function to

serve. This new autbority will be a financial authority

onlv. It will nQt operate in what you would call.
- -- . . . u :. .u.

S e n S 1. t :i V e a r f) a S . Tb e r e f O r e , :( , f r a n k ly p t h i n k t h e mo r e
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tfl P u t in a r e S i d en Cy r e qkl i r emen t tb a Q yO t!' . h aVe t O 1iV e

in the City of Chicago, I would Probably be delfghted

. ito have you do: so, because thea it would mean I couldn t

serve. I am offering my services, because I think this
l

is a vital program that needs to be gotten underway tf l
l

the schools are gofng to stay open.f' l
. 

Jones: '%7e11, I'm not...lîn not questioning your abilityp--''

,, 
' 

,, 
'

van corkum: I know that. i
I

'' z . jk j: s tJones: ...or your nature. Tbe only thtng that m say ng I..w . m...- .......... . . . = .-..-. -.> ... . .....- .0 . .. . . ..........--........m ..-4..-....m.r=. ..z..-.r..-.....w..u yv.. a- . v.w...... .mvwx-.w- '-' -........... l.. .uwzç.
' lklng about revenue, youfr'e talking

. ehat Izhen you re ta

about taxpayers in the City of Chicagoy and they are

the ones that are going to have to foot the bill but

yet and still they may not have any say so, and this 1

is what I'm trying to get at.''

speaker Schneider: ''It appears that weeve reached impasse on

...a- v- ' * w  .. . ' =. ' ' . - : - . ' .-1 .- t #( n r . o 1i i k ' ry a,E m :L 'Y :.J.. r.V(5 t: -' V a n t f () *.. R O S t t3 . à fl O t 11 e r . .Q 11 e S t i O n î ' ' ' j . - zt: .
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Speaker Schneider:..''okay, Representative Jones.''
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Van corkum: ''What page? What page is that?''
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' Jones: ''We11y anyway. this is a synopsis of it. I donft know

vhaf page, but Section 34-74 whereia the City Treasurer

will not have custodies of monfes raised for the payment

. . of bonds. apd'what.was-the.reason for thaE7''

Van Gorkum: ''I think Mr. D'Esposito can answer that better

than 1.'1

Jones: ''Yes.''

D'Esposito: ''The purpose of that Section simply is to say

that the funds held by the authority should.o.will not

be deposfted wfth the Cfey Treasurer.

Jones: H1 know what it says. Why?.''

D'Esposito: HIçhy? There is no need to do that.''

Jones: HWe11, what would happen to the funds? Who..Ze
. . L .c. .'z L - . . . . . . . . - - w . . .
: - =  >.- - .- - -....-w. . 

: : --.z. r = r u =
. *.- . .-- .- - .. -.-.. .- - . . . . . J : -... . .r-.vozp aw.x=

o'Esposlto; ''uhat would happen to the funds tf they were

. ...-- .-. . ....v- - . >-x ..7 ..= d.ep 0 s i t e d .-lf'ixh .,.t h e =-CYX .yaW rr 7.7 ër!1-Vq.r7...V 'o-k .- sx--=-x--c . - mw zm- x-w.+- l . . . n .
Jones: ''No, if they were...just...they aren't going to bè I

deposfted accordfng to thfs legfslatfon, vho <f11

deposit the funds?j Who will hold-..have custody of the

funds?''

D'Esposito: ''The funds will be received-..will be held by the

authorfty.''

Jones: ''Xou know, currently the City Treasurer...Treasurer

deposits funds in the banks in the City of Chicago,
' 

t ority banks whereln he wfltand you have some m n
D - '-..

'.
'j ' .. . ..r ...a -. - . - -.. .; '.r ..;.. . . . :. .. . .... ' '. w . .. .. .. . . . ' . . .' . . . . . . .m.y ; . . s .c.-. . x. .. ... l .. . .

... . . iyy asayye uuose banks 6o makedeposit funds that M

short-term loans to the People in the area. Now, this

the reason why the residency 1aw comes up and it ' s very

important , be caus e the way the legf slation is dra f ted ,

ou can t ake the monies and depos it them in some bank
y

in Mich i gan . :1
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Jones: ''I see you're not quite familiar witb that as well,
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D Esposito: Pardon. u '
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Speaker Schneider: ''What is the question?''

Jones: ''No ' he's already answered the questfony but I just

want to know why that progision was there? I see how
. . 

. 
. . . . 

.

. 

-. 

. . 
. . . 

. . . . .-j
. ' *' . 'P ' ' - . ' '* -

' ' . - 
' th e S ch o o 1 .' B o a r d . . . !? .i - - ' '- . ' - . . . - - J -

D ' Espos ito : ''Wel1 . . . ''

Jones : '' co ahea d . ''

D'Esposito: ''The reason we decided not to deposit the money

with the City lreasury...city Treasurer'is because thfs

is not a school district. It's other than a schobl

district. We see no need to do that. The money can

be deposited and invested by 'the School Bov..the School

Finance Authority.. As a separate unit of local govern-

.. ' ': 'w. ..v ... . ..--... - . .w
m-me n.t ,. .i t n (! e d n O t r e 1#- eVP C1 W X SC. . QY VY iW Vh Z. V ..X C ; Z.vX.lmIlGJG' uw.-y..-..-.N

Jones: ''okay, thank you.''

speaker Schneider: t'A11 rlght. Mrs. Rosfer has returnvz. t '

Emtl, is that...?'' . I
''Just a couple of short questious for...''Jones :

Speaker Schneïder: ''To Mrs. Rohter. Representative Jones l
. l

i
is directly down the aisle. A11 rfght. Froceed.'' 1i

Jones: ''Yeah, Mrs. Rohter, you indicated in your statement

ller that you bave served on the Board for 9 years.''ear

. Rohter: ''Yes Sir-''

Jones : ''And many o tber Memb ers on the Board have served

nywh e r e .f r.om 2 . y e ar.s . .t o 1 5 y.e ars a elpep t f- t.r th# la t e s tl
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. . ' )
' . appointee. -uhen tbis crisis caùe about-- becaiv acvi-dlno

to the public, 1 read some news accounts and listened

to you on radlo and television- .you indicated at that

time that you didn't know anythiag of this nature (

existed with the Board.''

Rohter: ''No I'm afrald that you've been misinformed. T'lhat '
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the School Board Members as far as that's concerned
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dfdn't know what was happenfng vfeh ehe ffnancfal aspece

of the Chicago School Board. Am I correct?'' .

Rohter: HNo that's not quite-right. There were Members of

' ' . t'll e S c h oo 1 B qa.r.d- wh o :; e r e , ' i n f 'a c t y a p p r :k s e d ab o u t t h e . ' '

inter-fund loans by the attorney in 1976. Buty those .

letters were sent only to the Finance Committee and '

were not shared with the other Board Memberso''

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...''>

Rohter: 'êI never safd thaty Sfr.''

. . ..-..-...-w . - ..--- .......- ...v ' .. ' yv * =.<-.- ' é.. . . .= . - . .m.. . ..y . . .-... . . ' gc + . . . ' . ' * x-'..v*- ''''>- ='Jbhes: &oy I ISTY fnl/lèdgd éohdlklihkrits fidândialu pictuie. .

Rohter: ''I'm sorry.''
. 
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Jones) ''Knowledge concerning the financfal pfcture of the

Chicago School Board.''

Rohter: ''Yeah, 1...1 really can't hear you because of the

ise around me. Could I ask yo'u to please say it oneno

more time?.''

Jones: ''1 said, did you have any knowledge concerniùa the

finaùcial picture of the Chicago School Board as to the

problems that we are now faced with?''

R hter: #% e11 I certaïnly knew there vere problemsy and I i
O y

' . .-. -  . - 
' . - .--v.oGn t-i.n u W ntvtw-''-n' . . . . AGICLSIXGIS-Le' m.p ..Q..-VY Rt=.W C-A,%rA' '0 0* ' *=' S - ='

* . . 
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know was that there were tnter-fund borrowings of

rescrlcted cash that was not to be considered available

for those purposes.n

Jones: ''Just one other short question. I...at your recent

school Board meeting you indleated that the..-the poor

student in the chicago school systen is making the
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' Rohter: ''No I wasn't talking about students beinp.mage poor. .-.. w
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rest of us so poor that ve could no longer be able to

finance the education of the poor ab'out whom we bave so

h concern.'lmuc

' ' Jones: ''You said the poor student'cost. .Do you rea.lize tbat '

the state aid to the Chicago public school system is

more than...for the poor studene, fs far greater ehan

that for the student who is not poor? And I can't

concefvably see how a poor student would bring about a

higher cost of education when wey in the State of Illinolsy
. .. . . .

send additional monies to the Chicago publfc schools to

educate ehose children.''

Rohter: ' ''We1l. T don't think that thatls quite the way it was

said. I think that what I was talking about was the

fact that the cost of educating children that are

those who are not dfsadvantaged of whom there are so

few. The maa'ority of our school system is now classtfied

as disadvantaged, and there are additfonal costs. If

there are not additional costs for educating the dis-

advantaged, why then would there be money that is

consfdered for that purpose? You can't have lt b0th

Vays.

,' ' h a s I know youJones: I know you can t have it bot w y .

cannot have that both ways, èlrs. Rohter. Tbis is the
wul. . - . - . - . . - ... . ..- ' . :.-- *....-z. N .. J.. ..= u.= t--'. - -*.ur-'. =-. -r=.;-i=- -- . > '' t t ' > '--  . ....r,. ... g. c . m u.rr r# . . ..-. .x r. AH x .c J J ...z%  cymtn=.oe

reason why I went up here before the Dhicago School

:oard wore 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

èf emb e r : t o t ak e th o s e f u n d s an d u s e th em a s g e n e r a 1

s t a t e a i d y a n d t h e n w h e n 1T e c h a n g e d t h e 1 a w J' u s t r e c e n t
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Rohter: 'Q 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 vhere it belongeda''

Speaker Schneider: Further questions?

Jones: ''The only thing I'm saying to you, Mrs. Rohtery that

for every dollar we send te the Chicago public school

system, we send $1.65 to the school system for the poor

children, and it would be who...you, as tbe President

of the Chicago School Board, to see that those poor

chfldren receive those funds for thefr educatfonal need.

That's a11 I'm saying.'î

Rohter: f'It has nev'er been proven that tbose children do not

receive that money, Sir. Never has that been proven.î'

Jones: ''It has been proven, because I can remember I bad to... '

. . - - .. R h.t e'r f O JNO -S.i rVld -- -- - - ' -' ' - ' - - '. ' r w zr -- -'' - -- -x..w-...m.-. -i .--' ---. O 'j- '

Speaker Schneider: ''Could we...could we avoid the...''

Rohter: nNo Sir.'': .

Speaker Schnèider: 'Q ..confirming or not confirming kind of

debate?. Any other questions, Emi1?''

Jones: ''No further questions.''

t
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Speaker Schneider : HThank you very much. Representative Skinne ,

now Mrs. Rohter is here.''

Skinner: 11I am still looking for the management letters. Did

. ' '. .. - ' . ' 11 - . ' - '
- .. . . . . ' . . : , . . . . . : .

' ' ' Speaker Schnefder:- ''She's on the phone.'' '

Skinner: HDid you find a courier to bring them down?''

R hter: ''Mr Skinner' you have an exaggerated fdea of what weO .

are able to do. A courfer for ehe Chfcago :oard of

Education? 0ne can hardly find a clerk to go and get

something.'' ' ' - '

Skinner: î'Yes well I know the ...'' '

Rohter: MI have...''

Skinner: ''- .Department of Transportation has a number of
. . = *-7- ....- - . .. - . .. . . . . 7 . . ..X . -....., C . . 'C.7Q)-UI=

planes which we .consistently buy them, and I'm sure tha

there are planes Moinn betweea Sprtnnfield aad Chicazo

before we vote on this tomorrow. We'll bond a courier M

Rohter: HTen minutes ago out in the ball you gave me your card

with a note on it wbich said, 'May I have the manage-

ment leLters for the last 10 yearsy the past ten years

b t o m o i'- r o w ? ' ' 'y . .

S k i n n e r : '' R i g h t . ' '

Rohter: ''And 1 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 theu to you.

*
r.:..VY * Z * C.T* * '- J l -' S C . -.. ..- .- ...-..v. '.x 'g.rw''r.' '-- . *.r ' v-zcr-v '' ' - '' v' ! uw' r' *--vzv v ' vokvw/l- W  .''>''v'%xe'''That was 10 mtnutes ag8, and I m still here Ih thzs

butldlng,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 cith you. I cannot do

it tomorrow.''

Skinner: ''We11, I would suggest that someone in the Thompson
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have someone in your- .that knows your files well
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' Rohter: HThe files that I have are tn m home.'' . .
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Skinner: HIs your husband home?''

Rohter: nMy husband is not my secretary.l'

Skinner: ''Is he home?''

S k S h ider: ''Not at curreAt rates anyhow ' Mr Skin'ner -Z' ' -pea er c ne .

she will try to get her copies to you: and maybe

Mr :1

skinner: ''Wel1 with a11...H .

Speaker Schneider: HWe can't resolve the problem tonighta Cal.

Welve got the request. If there are people who can a

answer to that...îî .

Skinner: 1'I thought the management letters were a better way.

a better thing to ask for than Arthur Anderson's

.. ---  - -z= . -.- .. -..=- .h....:q. d- z-oB. .a p t-k q..- ,. wAnd .uthe y-.- t-o7..d... me. . tlA a t .-th er-le.t.t e r s u. .= w .,r..-s=.a.-. D . J ; k . . .

exist, and if...from what I have been reading in the

pape:s, Yho-fboontte,...the foofhotè in fhe audft '' .

could not be seen by the Chfcago School Board. It

was a very smâll footnote that indicated that there

were interfund transfers. But the auditor' in the back

room suggested to mey on the other hand. that the

management letters from 1975 were extremely explicit

in their warnings about various ffnancial shenanigans

. by your staff. I think they're a relevant part of the

discussion, and I disagree with the Leadership of botb

sides of the aisle and both Hpuses that we ouaht to=. . .. .-- -rrr.m .g L.. -. -..r=. - m ' -- - ' ' -. *.; = 2* -. . - .-- e.= < . - . . ':r. - . - W J * '*Z C *> . '.LN.. ..RUPV  - '- 7 - XX%= =. . . . =7' ' C..6-M . -M - . .. = . -- . .. n. . -. . - . - J - Z . ; . =
' - = . . ' ' ' . '

fnvestfga:e this after we bail you out. I think we ou ht

to investigate it before we bail you out.''

Speaker Schneider: MAlrighty thereîs a quick conference by the

(1 i 1.1 lR . i îp0

Skinner: ''Anyway, 1911 get them sometime after bhe Bill passes

My second question is how many schools are going to be
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' tfme. So I really don't know how many.''

Skinner: ''We11 one of your superintendents, Mr. 'Hanan' by na ey
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said 2 years ago, I believe, that 50 to 1 00 s choo l.s should

be closed. And I don't know how many have been closed

v' r1 . ' *
. . - . . in the last 2 years. .

. . > . . u. . . ' . .
:' .. . . ' : - '

. . j j k' .-.. -. ' ' - ' -- ' . -
. Rohtert. Nowhere nea: that adouNt... I am.quite certain.t

Skinner: ''Have you considered going to year-round schools so

that you could, and I don't mean,...1 mean you would

keep the schools in operation a11 year-round. The kid

would only go 180 days, so that the schoots you had

' - veuld have ah increased capacity by 1/3 so--t.hat y'o'ù' co ld

cut the fixed costs of your plants substantially.''

Rohter: l'You know, I'm sure, that there was a program of thaE

kind in Romeo, Illfnois.''

.. . . .v . . .Skinner : ''Yes , I do .

' Rohter : 'lAnd we went there and examined that : and along about
-... r. . ' 

.
. . . .v .7 .-< .. ,r.>

1972 we fn fact wene to the exeended school year. An

it was proposed that that would save money. But dt

did not. It didn't save one penny in Chicago. It in-

creased the costs of operating schoolsy and subsequent y

we closed the schools that were operating on year-roun

and returned to the standard school year of 39 weeks.''

Skinner: ''WeJI I also know that the fkvst questfon that vas

' asked to my constituent, Mrs. 'Leedman', when she made

a presentation presumably...l presume to some group

. .. .....r.v. . . . -. - - . . . J. ..- -. * x..- ......*. . - . . . aw o w.. . .. ...x. . < v .w' z - . . -..- =. ,....w. w * * . .>.* - -
' ' -  - ' '' -'' ' '* o f s ch o o 1 a dmini s E x: â't o r s'y'-f'h d-rlorf'hg ge'io p'lxaîsM'f-b-o''alr-cAfrdv-l ' - . r

. .. 
o' ' c .

the questton was, 'uhen do we clean the Venetian

' blinds?' which blew her mind because banks seem to

c le an V e n e t i aa b lf n d s ev e n t h ou g h L h e Y a r e o p e n e d

ear-round . 11 ow comnon logic wottld tell yo u thats if
y
o u o p e r a t e a s c h o o 1 1 2 m o n t h s i n s L e a d o f 9 m on t h s ,

y
ou will have greater utili za t ioa . Logf tz will also
Y

. .
C..H  na - v r . . . * . J ; . . -
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' ' i n ' . . . '

hter: ''I'm sorry, that you have that doubt. I don't have
Ro

lp

x'Gko';x . !
- . . . . 
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Skinner : ''l'ha t ' s qui t e obvi ous , bu t b eggars can ' t always b e

hoosers . ''c

Ro h t er : ' '' T. î t a b e g g a r .' '' ' . ' -. . m no .

S k inn e r : '' W e 1 1 i t ''a'p p' e a 'x; s t ii ' -iifé ' t h a t ' t h'e' C h i c a'g o - s ch o o 1 s y s t em

is a beggar here today, and if they arenêt they ought#

V 0 b C * 1 f

Rohter: ''We11x I will respectfully disagree with you, Sir.

But I wfll tell you why it costs more in Chicago if yo
. - . u . . .7. - . . . . . . . . . .. . .

' will allow me that dourtésyu'' '

Skinner: ''Please.''

Rohter: ''The original plan was that the children would go for'

the prescribed number of weeks, each one group for-tha
m .. . - = -.- ... .. . . . . . .= x m .D. . -=NW 'è* *=-- > *'**- *-' - **'*- ** r* R-A-=W XM

number, and by keeping open that we could serve the

- .- -  - . - - ..- .-  . - - -w -q--d d i-t t--p-rlp-.l .-c..h.4-l-d.xe.qa.-.l.t h : ..t . wph .c p-ç-q q-d . Eu-sre.v. .e. xzzaq-e.qc-t.-çvd- p . . .. .a. .

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 waé intended.l'

Skinner: HWe11 why can't you say they can only go 9 months

. 
as tuenr'a ye

Rohter: ''1 beg your pardon.'f

Skinner: ''Why can't you force them to take. a vacation.v.one of

t h e qua r t er s b f f ? ''

Rohter: ''I don't know that we couldn't. I think that there
.. -.. . ..:..t. x . . - ' F.. r ' '.n .. '' r ..'. . ' .x x u..- ...& .. = - : . - - . .. . -  n --=e.'t . .-. x . .u--- a2% . .. :Y- /'=--<. .*1-: 'ktvrwJ==* --=n. . rl=' ' - - wl= =z=&.=t.*. '.== A . - -. .=

' ' were pareht-s ''par- -ent-al'-co-n'side'r'-atfons ànd concerns ehat '

were adraft, and there were children in the same famil'es

that were gofng on a dffferent schedule and because so

many of the parents were disadvantaged and worked. Th re

were a whole hos: of reasons chy: bu: ie dfd, in fact,

in Chicago cost more money, and that can be documented.''

. .. Skiqner: mfell ft-Youbd.se'em e'o ge thq: ff on& cere able to .
-. . H . ! L-. .! 2 . . - -
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I don't knov hmz many janitors you have per school. but. . . g . . . ; .
... - ; . . . . ' ''' . ' *
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-  ' those 100-150 schools and the orher non-teachers who donlt wane t

be called adlinistrators 'ahd save money. And it's- -you knowy

. . . . g (; j
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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 wa'gons any more .. '- '-- Q . - . .
. . rt . . - . - .

Webre in tbe 20th century now, not the 19th century,

and I think it is time to move beyond the agricultural

school calendar into an urban school calendar.ê' '

Rohter: HI know that we have given soue thought to adl'usting t e

school calendar so that we would be closed during - : .

that terribly cold.perlod 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

- . -.- . . . - . .---. - -= !n#.k-.ç.A-.a. d i >.t.#.n.c. .q .>.e t-w.q.jw . s çh.op ls-s tha t. f ar th qg- .-i-t. .w-t.l.: .-- .

require transportation, I think tbat there will be
. . . , . g . . . . ms . m.-.- - .e . ....=- - # -. . =. e.w-'.--a- =- . .k , <. A > K a u x -..' Ur a' a .. :.. .. .. v. 4. 4 w. - A'Q .. .1-.1 ' .4 Q Q' n n'n n rï r:-2** .Jeu!..2*% '*'''= -ct F r 0 LJ 4. (! R L n = L = . Kf = u. u L < = 14 u .L y o F = lt u */ u tl y kl k; k; y k; NJ k# LJ W

transportation now.''

Skinner: ''We11y I may have been misinformed: but I have been

told that 96Z of the population of the City of Cbicago

is within 3 or 4 blocks of the CIA liney and I don't

kaow why,...I mean, if my district were that well

served, my Catholic schools would not be going up f6r

grabs over Bills like Senate Bill 101.'1

Rohter: Huell I think part of it is that so many of the chtld en#

'

in our system are impoverisbed and do, in fact, ,
. e . - . . * * .r ' G  w u.. k L '. .N. . ecw . . 3.J* Vh- ' - >=- 'C :' X- .. . . - . - .... . ..= . -.. . . . . t-c.z--. = v J.- e-sv-zr.-- sz-v-. =..-.u- r--. = , = :-. nrz n . ,. ... . . :$

, j '
receive transporation costs, courtesy of the taxpayer.

Skinner: MWe11 they get bus fares now, so Lhat means 30ç each

way, 60ç a day, and if theylre that impoverisbedy give

them the 607.''

Rohter: HA1l those 60ç add up. That's part of our problem.îî

Skinner: ''We11 I...it seems to me that when...ff one did

-a
-  -k- . .sai= . ' k o'y-k.c5 zàn--azqg.- c.' co scux-b esn'@ .f.i.t u' a.Il Ez.1.-y' i;=1-%- y= : 6h' b. t.l -ro' n e .. . iq o u 1d' uf i''n' Yc''i-h ax--:t!.ii e. 1--- - ' ac-7'*ZW =-J -LJ-.' 'Q .. .- - - - . . . . ' ' - ' 'Q ' s ' - . v . . k. v . C.' .- . u x ' ' ( . : ' . . > - -- -. ;' - ' . 1. .. . - - , . . . . - . r - .:a ;c; x a . c : . : p .. ' - , - ) j . . . . w a . . . y - .g e . .u ..y..y u y zu .. Z.S.Z..-. . . . ... . y . yy..r . Jp mu..'- .. s -J ' . ' . l :. . . ....kw.mp. 

*I = Z.c.k ' ' c-zzz-va-v.-z. x'i.=--*.t<- 'zm..w-z; ..-.=z2 Jzvs=>-.ac-p:== ' = - . ..=.s-:&;=-U, = = . . L 2 c -' ? 7 =l.7+ -L.(#--' - - : . - - . r-- - z---j.. . . ' 'e-yc.o s't- o f ' t h o s'e-.-- 60ç !. s -wo u:lèd..,- b e' -c'h ea p .e r . t h a n. . t h:e -oo.z.j t.1-.fl , , = ..--au.-r .ï-. a -- . - .. . . ur7. . . .. .; :r . . j . . - - - . . . - - . . ... . . .- - . . ..= . . = C ' ' ' ' ' ' -- -' ' L*:.. . . . - . . . . . . . 
. 

- . 

j
2 ' ' o f' .ke ep i n g ..th e ex t r a. . s c h oo ls op en . An d . . .' '' . ' . - j . - .

r - r. : ---%'=- -.H.' czz- c .-f n'a'=Z. un zz = -=- *- ï.:?- - '.- '- D-J-STJ'' t'h='..k'7- k. dè ' - H:f .' **5 2 'V . JE . . ' ' - -' ;R J X . v - :- ., .F . j,:.7- - . . - - - 1 - - - .v - .jv . s = , ï . : . . . . . .., . ..J c. .-. .
. o. . . c r . .. . y . . . m  .. ..z.o.. .. .rs , u .- ..z. .z ..m .u.. .a. yaks . . . a .-2- --..4- = .J 4a. v-v uzn.m s .j'Rà.yjyxv:sz' g -. .- 'r.r;- n IA av e-z iï (j = p' W (5 li 1 e m - k; irti li s4 h a t . y o t.f r e s a.y 2. n 14 - au o. .%'M u. g ..-.' . . . j.=. . . .. .tc . . a' - *' - z w . . . .. . - --- - - . . . . . . . 2 - . z .r - . . . - - ' '

. . ; Ireducfng costz but I think tbat one has to be very car - ';
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One of the things that ce uant eo 'do fs aake cost cur-

ting that will produce dollars. And there is some

. . . 

' 
question about èlosinz some schools.. What wfll we. . .

a single purpose building. Then we have vandalism

costs. No one in the City of Cbicago has offered to

buy any of the buildings that we have closed. They're

sitting vacant. They are an attractive nuisance. The #re

targets for vandaltsm. A11 those concerns have to be '

consideredv''

Skinner: nWel1 '' '

S e a k e r S c h n e i d e r : b' A n y f u r t h e r . . . ? ' î ' 'P

. = - .. -. .q . . s kzih.rt e .F-:.=7- tu--.rtrzl.T - (j u-r'c-.wcsytrôvls.F-dzé:'eik-a é 'z ö'1'd'=aTà''- t'h e-- Snré-svh a't''m- hcé' =D=-- ''- -.'.*- ' --S'. 5 . s

''been turned into an apartment building in Huntley
.- =u ... - > - + . . . 7 . -- . r M1 t=&rr=. -. Y 'r-=Q'G'=.'Y

and if...or if your schools are as new as the ones

in Elmburst, 1/4 of which were closed by a superintend nt

that has just taken over the Carpentersvill'e school

district, I think one can be creative. I would suggest

that there are Members of the General Assembly, and 1*

perhaps only the loudest or the one here on the micro-

phout: right nohu who would like some indtcatioa that .

y o u ' r e . . . t h a t y o u r e a 11y a r e g o f n g t o d o s om e c u t t i n g .

And if we are being asked tomorrow to make a precip i to s

wvrw. srm .r=s.-. .-.. .z. . . . z ,-z .. . . . ..... . d e c i.s i on.%=. 1--' m e an .-i-t '+s' ' r e a 1 ly - p r e c i p i't o u s' > - I .--mea'nro-l:l:m- c.-..k=.= '7y . . - . v - - '

I'm almost to the point where I'm ready to introduce a

Constïtutlonal Amendment to abollsh the Legislative

Branch, because we serve no useful function in this

state. A1l the decisions are made witbout us, and al1

we have to do is come up with the money or the legisla

tion to ratify what tbe power of the elite of the
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'' Mr Skinner, I did not say tbat we weren't going lRohter: ... . j
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schools nor where at thfs time.f' ' .

Skinner: ''We1l, could you ask your Ytaff...at the School Board

' ' ' 
. 

'
.. - to ' d e t ermihe .ch owz. mafzya,s ch o o l s.- co u ld . b e' . 'c lo s e d i f . y o u w n t . .. . . --*-. .

. -- . w - -- . ' j -. c .. ' % ., - 'c ' . . - - -.. -- - ' . '
' 

- -. Q xt o -. ea r ''- rb un d s'Ch 0 O l.'s'? î' --' ' ' - '''- -'- - - - * '' ' - - Z* ' -- - - -. .-
' . .u u x...- Y. . . . . . .a .- .. .- .CQ-- . .. - . . .' .- - '- u- -.. .u - = -. . .. - . . 1)4 ' -a - . - t . - .

Rohter: HI would be pleased to relay that question to them on

our behalf . ''y

Skinner : ''Thank you . ''

Speaker S chneider : ''Okay , thank you . Representative Kanà ,

- f o r Mr s . Ro h t e r - o r 'o't h e r s ? '' ' ' ' ' '. ' - '.= -' -

Kane: ''Is Dr. Mandeville still around?''

S P e a lt e r S c. h n # i d e r : ' ' D r . M a n d e V i 1 1 e . I s t h a t w h e r e &z e s e n d t h e

D a t e t r 0 O P e r s ? '1 's

I 1 I # -= ' F - = = - ' z =  - -=- = -== =- - r .--  - -.- .-. .x. - . . Kan e . -.+- .S e n d t'h e .s t a t e t''li o o p e ï' s . . - .' ' -'' ' - ' -

Speaker Schneider: ''He's estimating *82 revenues. He'll be
. --w--....-.z.='z+r..pz. -x..-. .w =- w =' v-4.. . w ..4 ' =z '.t 'LXW D'==='v;r 'r vv-l -.- .& n%a V#' '+= vG'''* >- V'o= - *' 'zmv x--vw*e'av' -''*'*I''=e'== *''*'*r='.P>=2 'h* t e : 'e * =R L ''' ' U CSSZR''U  ' = ' ' ' '

back...favorab1e...'82.H

ff ,, -Kane: Maybe if Dr. Man...how about Dr. Cronin?...

Speaker Schneider'. HHe's right behind you or next to you.

Joe, would you like to see if you can respond to these?n

Kane: HI'd like to talk to Dr. Mandeville when he gets here

if he's still here.î'

speaker Schneider'. ''Proceed.î'

' 
K a n e : ' ' D r . C r o n i n , w e u n d e r s t a n d t h a t t h e r e a r e s o m e 4 8 , 0 0 0

employees in the Chicago s chool sys tem f or about 412 , 00 0

. = .- =-c zz-g.ws t ud e n t s ... I s . ttl a t .samr-e.g spon'ab 1. e .w rati o ?. ;- Arb.ll . h'ow. y. o.u lrd- u- +-r.-'.=' w-  = u '.- --=- n- : 'rezv-:m -' viz.w a .i- . . . . - - . . - - s 1 -= u L. = ' - ' Q v' < - y-- h. -L'. >. . - ax .-- -tL- -

that compare to the ratio of employees to students in

the rest of the state?''

cronin: ''There's about 20 thouu..27,000 teachers and 21s000

noninsLructional employees. I think the number of

students is higher than the number you use. I think it'

in the vicinity of 450 to 460,000 students this year.
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Kane: ''We11 when you're talking about 27,000 teachers: how

. - - . . . -
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many of those certffied teachers are actually teaching

in the classroom?''

Cronin: ''They 1et...tbey...6Z of that number would be adminls-
' E rc 73 =5-- JY I ' C2 # ' ' '

' trative Personnel in tYe Chicago schools -an'd'l would- ' -
. : .

say almost a11 of the others are teaching. There are

some assigned on special projects. There are some

assigned to the offfces of district superintendents.

In my mind, there can be reductions made: adminfstrative

support a civil service staff. and to the teachinR . '

s t a f f w i t h o u t th e q u al i t y s u f f e r i n g .H '

K a n e : ''H o w m a n y e m p 1 o y e e s a r e p r e s e n t 1 y i n th e c e n t r a 1 o f f i c e ? '

C r o n i n : HI b è 1 i e v e i t ' s ab o u t 3 , 0 0 0 i f y o u i n c 1 u d e c e n t r a l

o f f i c e a n d .d -pi t-ql-ç-t .l. t-a f-f.-../; ...==--=---w-=.- -..=-= .. -=.. u..........z0. -.- . -=. . . . . = .=  . .

Kane: ''Could that be cut substantially?''

Z.A .. x= -* u . . - . m- . . ==!* , = ,%=m=G----'.'.7-4 - ' =*: . =. ' J= ' ' -... .. >=.-r ew rzoninu= t'ls. . . .
' 

Kane: 'Q ..about noncertified personnel. As I understand.

there's about one noncertified personnel for every 30

students, which is about 10*/0 higher than the rest of l
the state average.''

Cronin: ''Yes H

Kane: ''AII of the talk that wefve heard so far has been cuttin

in teachers. Wbat would be your reaction to cuts made

in the Chicago School District if the cuts are made fn
e

) J . . . i n t e a c l't e r p e r s o n n e 1 ? ' '
. . nru-zz - .- u-ï-. .*. -'. . - u =.2. Q '- ' G= +27t.-r-'k-xkizArq= .. z s*. .'-Jm=.rj' .- . .--cmwv .- m .L - r.- . .. .. u. . .P =. . . - ' jr. : . . ...- s'-. - . . vw = . . '. . . v. .a r . &s. .. - . . .

' ' 
- Cronin: ''I'd say about 50*/. of the cuts could be made in other

than the teaching personnel.''

Kane: ''Would you make that a strong recommendationy or if you

saw that programs.- teaching programs were being cut

unneceséarily, would you make that known and your strong

opposition known?''

#
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when there's- .there's been a reduction of some 70,000 ... .=.
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- Cronin'.' I think it would be possible to close as many as
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50 or 60. Perhaps, in terms o'f this springy something

of the order of 30 or 40 schools would be reasonablem

. but there's about 5 or'6 years of...of past.decfsions,

. . . . ô .7 . . .;. . . . . . ..
- . -. . :. . >:-- .. . . - th at . h ave b een d e f e r r e d un t i 1 th i s t ime y s o '' p.e rhap s 30 - -

. . . right .now and another 20 or 30 in the next 18- monthskt'

Kane: MOkay. What you're saying then is that there are cuts.. .

there are a 1ot of cuts that could be made in teros of

nonteaching programs in noncertified personnel ln t:e

. central offlce district that can be made without cuttiùg '...'

down teacher loadsî'f

Cronfnz HYesy these are, of ceurse, local Board of Educatfon

decisions, although this School Finance Authority will
. ..- .u.-- ' ' . .. . . -.%' : - ..u A'zz. i..c F.r: ' . ) u i- u.z - 5 - . - .. . .. . . .....- . ..'. --zjt..'t Q= ...... . .. - rv- .JT'V -. + * e-.u-- - - v. . - -. - -. j) j. yj y . .jy 1 a jz za g !: jj g s u.d g e t t'o' -- - ' 'e 1) r e S S n g t! e m 3. n e r m S Q a a

m a k e . . . m ak e r e d u c t i 0 n s . An d , I * m m a k i n g t h e s e o b s e r v a -
.-, .- .., .- -  v hr'-w- H''H .=LV ''='G  H.r =..v- Q N 7 % = =''''' * !tionsy b0th in terms of what we'refseetng smaller cities

in Illinofs do and also my most recent check to see how )
ldid New York City make the cuts and did they come
1

exclusively out of teacbing positfons, or did they come

out of the nonteacbing. and they came heavlly from

administrative and from nonteaching positions.''

Kane: HI 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 Chfcago School Board on what is '

. =.=.-=. . .. r-- -. . happening'' Ah d='hak-'i-t'eà' ofnk to af'fett pro-n -âm&''..'.àn'*='>P' eOm-.'=..- w.. ..- .. . . y w . . . .- $ . . F'C. : . ''r. .

' where other cuts possibly could be made.''

cronin: ''That would be part of our ordinary monitoring pro-

cedure, so we will do that.n

Kane: ''Tbank you. Is Dr. Mandeville here?.''

Speaker Schnefder; ''Pardon me, Doug.''

K a n e : '' D r . Man d e v t 1 l.e . '' .
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Mandevflle: HVery closely. '
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. 1 3 4 .
Kan e : ''Cash f 1ow . ''

Nla n d e v 7.- l 1 e : ' 'Y e s ' 'l .

Kane: Nihere it...there's a number of numbers that talk 'about

r e c e i p t s , ' - a n d 7.* t g e t s d o w n t o o t h e r r e c e a.* p t s ' . ' ' . . ' .
. . . - q. . , :

M a n d e v i 1 1 e : ' ' Y e s '1

Kane: ''What's fncluded in thatg.''

Mandeville: HOkay, that would be the...that would be the

t e o r i c a 1 s . ' 'ca g

Kane: ''Hov much of that would be categorical?.''

M andeville: ''Boy, I1m not sure exactly. I could get you the

detailss Representative Kane. I donft have it here with

fyme .

Ka n e : ''Wh a t e 1 s e w.o u ld b e f n t h e r e 7. ''y . . . . .:. w s aa a

Mandeville: HIt would be any other receipts that they would

- ...
c.-..r. - . . .-- . - ..= - - -. - ..- - .x. . , . . r g'e 'c . o f.=.t.h e :l7 r m-o-, n .. .. ... f . r o mr- Ct.h e 17 rxm-/ n . s o u r c. a. s- woat-bcttr .-tly-.k- n - . cu.g. z ....a-....4 .

' 

. jjstate azd. I

Kane: HAnd what about corporate personal property tax replace-

m e n t ? I s t h a t i n c 1 u d e d 7.- ' n t h e r e ?. ' '

M a n d e v a.- 1 1 e : ' ' T h a t w o u 1 d b e 1.* n t 11 e o t h e r . Y e s . ' '

K a n e : ' ' '1' h a t ' s i n . . . t h a t ' s i n t h e o t h e r a 1 s o 7. ' '

M a n d e v i l 1 e - ' ' R :.- h t . ' '. g

K a n e : 1 ' O k a y . W h e n i t g o e s u p f r o m 1 9 9 m i l l 1 o n 1 n f ::7 s c a 1 ' 8 0

to 100...to.'232 million in fiscal '81 well, what#s... '

h t's uhere does ehe I'ncrease come7.''W a .. .
-. ..-...+.. --asa- -.-..= .J .-..-.- . . .a .= .... X . .= . - - . . ..w . l . ...--. vr'':7' w .. w r4....... p. * - -m rlJ'gn ='= - z .. x. -. ' t = . 7 . F . r

Mandeville'. '''okay, those Ifm going to have to look 'at. Those

were Arthur Anderson numbers for the most part that did

tbat ''

K : 'îokay.''ane

Mandeville'. ''I can get you the detail. I do not have it here

'th me now .''wl
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M d e v i l 1 e : '' N o me '' .

. 
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' Mandevllle: MNone of that.'
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Kan e : ''No ne o f th a t ? ''

Mandeville: ''No, the increase in state aid'is under the...''

Kane: ''No no, no, no> no. Increase fn scate dollars.''
. ' . : ..- . . .. ' 

.

- . ' ' 
M d i 1 1 e : ' ' ' 0 h !' : a - ' : - ' - ' ' - - - ' G 'a n e V s e . 1 > = ' ' - ' ' ' ' *'- -

. 
' .. . L . !. .. . . ''---

tf 1 - ' . ' . 1 - .eKane: But you sair categoricals were in there. I wou1d...I.= . -

voulc include categoritals as state aid. How much of

that 33 million is...is increased state dollars?ê' -

Mandevflle: ''I'm net sure. Iîll have to get you the numbers.

I donft have them with me.''

Kane: ''Would...would you guess?'' - ' -

Mandeville: ''I really would prefer not to: because I'm just

not certain of how much is the...is tbe state afd. For

example, would you include in there the property tax
-  J-u.oczz . ...- . ' . . .-= '== c2. . a e . ' ... .. ... . = .u=;.=J=. = r rk. -r..x ... . . v.. . = . = < = ....-j . . - . - = = uxwm.r.gg .. ww -.la c em e n t o r e x c lu s iv e o f tll a t ? ' ' --''-'- - A

r e p

- -u 
Kap e : '' E x c 1 u k; 1ve s b e c a u s e e h a t ' s b a s :1 c a 11 y lo c a 1 . '1

w wn...-  : - - ..-  =
Mandeville: l'Okay, then I would say...guessing I would say

. 
- jless than half, but it's strfctly a guess, because I

believe that the personal property tax replacement will

go up significantly on a fiscal year basls. In other

words, in fiscal year '80 they will not :et a full year

. ..
a full annualized year's receipt of that replacement

tax. It doesngt begfn until t'nxs month. llze firat

distribution.''
Kane: ''nkay. Could you tell us then hofz much of an increase

' - ' ' ' ' 
i do 11 ak s 'à t hh+t X't h'd''-s t a t'e =:f à p l.aM'rt tn gi''t o - P ùtto-i-n to - c x.be-à-pL-.='n?' uzêzlzyîw' - ==n . . -: .

elementary and secondary educatfon for your ffscal '81

budget?''

Mandeville: ''No.''
i

Kane : ''Why no t: ? '' j

Mand evi 11e : ''1 t r s no t Ma r ch 5th . ''

. -  - . . 
K an e : '' I .. . . 
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about making the similar assumption for the wh61e state
' 
to fare?''and letting us know how a1l of us are goins

Mandeville: ''The- .the assumptfon here on general state afd,
. 7 - - . . ' . ..

- lf that s your question? . - . - '
. . . . . . 4. & . eo-. .>. . m. - n' n't . - >- -.

Kane: Yes. '

Mandeville: ''0n general state aid.''

Kaue: ''Yes. well, both.''

Mandeville: ''We11, on general state àid it's a 5Z increase

and is approximately wbat has been given in tbe last

h i t was de r ived . Ch i c'a go 'cottple o f years . That is ow

has received ab out a 20 . . . 22 mf 11f on f ncrease each o f .

h e 1as t couple o f years s and i t ' s der ive d in . . . ''
t

Kane: ''Sos what...so what...if you're making that assumption
* ' ' ' ' =% u= zm 2 ' ' == ' ' ma%umhx==rxrruA..vw.N  nzr.:+u= .=ua . . - . .' 0==.-= . w - ==.'-'v.- == SG-wv . e - >. . Lz ... l-.- y.jgtf=. .

n % . .=- r q.,.rq r'
then that you would- .what you're saying is that you

I
.'' .t .

.':=, . --..= w--  ..-a= = - = ..w o.u1 (l-qg-i,v cxxr.am.p r o xima t G1y.-m7 5. - .m f lri.aa. ad (ï 1. t.a.' .o. n.!a lwd. q.lo-açs. ..p.,s . .. -.. . . . . -ri .. mi

ra1 state aid this next yearg.f'to gene
IMandeville: ''No I will not make that statement. lhat decfsion

' .

bas not been made. Five percent of 1.4 is about 70...

75 mlllion.f'
1

Kane: ''So that you're basically underwriting that?î'

''I'm...I'm assuming that the inerease in the stat/
Mandeville:

aid formula funding by tbe General Assembly will be

about SWZ. I could be off.f'

''And then you go into fiscal :82...''Kane :
v . . .1 Q.Z.
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Ma nd ev i l l e : ''Y é s . ' ' . ' '

Kane'. M and you have a 50 million increase. Are you...are...

are you saying that that the Governor fs going to be

rmarking some l75 million in additional dollars to
ea

the general aid formula...''

Mandevtlle: ''No.M
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Mandeville: HThat is possfble.if you. do not change the formula

They wfll get much more than this increase if you do not

hange the formula '' ' .C ,. . u
. .. . .. . . ' '

' K a n e : 2. R ' W e 1 1' '. t h è s e - f at fl r e' s & y o u - ' a r e a s s u m i. n g . . '' ' - ' '.. -. , . Ej t . . .
L 1 * . .- - -

. . - . Y .. ..- - .' speaker='schneider/ ''Just on'e second. We're winning the battle
. . , . . . ... ''

of attrftion, 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 unending pleasure. Would you restate
. - R ' '- ' - '

' 

? 'r. the question, and- .

Kane: ''We1l, this cash flow, which is the basis of this plan

and this is the only way th.at it's going.to work, assume
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in state aid in fiscal :82.'1
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Kane: ''We have made the determination in the General Assembly

Iin the last three years or so that Chicago will get
30Z of each new dollar, which means that if the Governor,

is assuming that Chicago is going to get 50 million in

additfonal dollars, then either he fs assumfng that the I

total increase in state àid is gofng to be in the

nefghborhood of 175 million dollars into the formula

or he is saying that Chfcago is gofng to get a much I
larger share of school aid in fiscal '82 than has been

Mandeville: ''Neither of...''

Kane: ''Wel1, which one is he saying?''

Mandeville: ''Neither are necessarily correct. There...'ê l

KZne: OYOUVVC $O2 tO gO OnC W8X Or VYC OEhery ZOb.O

Mandeville: ''No, Sir. I beg to differ with you. There are
' j.
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indicated up above. That's one option if Chicago does.'.:

not recefve that amount of increase'fn state afd. Anoth r

possibility, certainlyy is that the EAB wtll grow in ...

- . . . t h e n e :1r t y ena.r so. E , : t w (). 1, k k e f t g r e kl . 1: n t h e -. 1 a s e ' y e a r . I n . : . - .
4 7 ** ' * ' e ''-''''*' * -'--'-'-'''- e-v- *' ''
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h i h a s e th e ve ry mo- d e s t i n c r ea s e t o 316 in t o t a 1 - - ' - --- - - 'w c c

property tax collected vould be considerably hïgher at

the given tax rate. If you want to look at the aggregat

numbers, I would feel more comfortable about those.

Alternatively you canxcut the balance dovn to zero -if - e . -

ou wish . ''y

Kane: ''okay as 1ong...''

Mand eville : ''Th e re> .. . '' -- . -.- . . ' = , - . . . - - - ' --- ' . -wp-ro-u=x

... - c. - . . . .- =.Ka.pe.:.-w..!l N.o.- a-o- m noaszBwo - n n . - I .' m n n f- f' n * - - n t! t- -. . w r ' . . .
- . - . M - z Q . = . -==

line figure. I1m talking about the assumption of the

. ...= ..-. M . cr =''T=. =.Jw.-.. . w. vN='Nn ..=.'-.r' m ='Qe - v - >--*&* ---Z ) =e = -.L ==- ..T= - 1, ..- . . -.- v. - ..' '5 Z'J' ml 1' lib zf- a
.h à t a t a a I d s kh I-clV-.. 1. s a f-i z-tx e'è t 7% t Ka s '

told that the Bureau of the Budget signed off on. Now,

that the...''

Mandeville: ''I don't know who fold you that, but we sfgned

off on, what I personally felt, was the numbers to look

at- .were the aggregate numbers of expenditures and the

aggregate number of revenues. If you wfsh to...if you

wish to make an assumption about the 50y then the

assumption that follows on the 50 is that you change the

fornula in a xpy that it will benefit downstate more ..
v. ..< yz- ..k- .w...7.Yr.. . xv wkg.m ... .. n -ju,w .277..-..... - .-..s s..u..-.. .... .-.w;.R...-=.-.-.. c...vz. ...v'v......cr.. ..=.r.pk...zm .=w .aw. . . . .-

. . ' ' . XQ ' - . .
- . - X . . - . ' w ..

' -... - ... ..' e . . . - . . -. . - . . . . . - - . - x. w rx . X ' .
Yhah it will if you do not change it.because of the

mechanism of the corporate personal property tax re-
' .#placement and its effect on the formula.

Kane: ''The Governor bas said repeatedly that this plan will

not take dollars out of suburban and dovnseate schools.

There is now a cash flow chart which makes the assumptio
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has to be that there's gotng to be a total increase

state-wide in general state a1d in fiscal #82 of somethi g

-  . , 
lfke l75 mfllfon dollars, whfch fs about 3 tfwes chat

.-. ' -. 
' . . ..-u h a '4 h a p p e n e- d- h i s t o' r' 'fû dl. 1'y- ' ' N li 5/ ' e i t h e r t h i s ' c h a r t d o e s n t

- v F = . . . > -

' make any sezse or dollârs are going to coqe out of .

' dOWZSVZVC Znd Soburbzn SCYOOIS.O '

Mandevïlle; ''0r tbey cannot grou by 70 million. or equalized

assessed valuation will grow, or the ending available...

K ne: HNo î' ' ... . a . -

Mandevf 11e : . . '' . . . b a lance wf 11 be 1es s . Y es y S ir . Would yo u

' ltke me to cons truct another cash f 1ow with the same

net result making dif f erent as sumptions ? 1'

-- - a.-= .-w.-w.= K.a neu' y..--!!- -- +'l.m=$ us t ='t.à 1-k in g = ab o u'td.t h em as.s u-p tsi.o n--o .f--f aor e a s. e d.nr.x.mwi. ggnc--..

seate aid.''
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the premis e that this Body would , in f act , change the- l
lschool aid formula at least partly. If they do not,

the 520 will be much higher at tbe...at the current

te of intrease from year to year.''ra

Kane: 'Qf tbe 50 million is higher and Chicago doesn't get l
any more than ft...than tbe share that we have agreed

tbat Chicago sbould get, then tbe total number of state

l e d u c a t i o n f u n d i s go f n g . . . '
d o 11 a r s go i n g t o t 11 e g en e r a

h to have to g0 up . ''
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d ille : ''We11 I ' m I ' m no t . . . '' ' ' ' ' .M a n e v , . . .

Kane : ''In wh ich cas e the Governo r is put t ing h ims e1f in th e

o s i t i o n o f s a y i n g t h a t s t a t e a i d t o e d u c a t t o n i s g o i n g
P
t o i n c r e a s e s om e t b f n g 1 i k e 2 0 0 m f l 1 i o n d o 1 1 a r s i n f i s ca 1

1 8 2 î '

Mandeville: ''Yeah. I'm not sure that what that agreenent
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Mandeville : ''4 8? '' '

Kane: Hpage 48. The state has the authorfty to purchase these

bonds. Why...why is that io there? Is there aay... . .

. . . . .' - ' v .- X '. . .

' . h . 7. n t e n t .-3 y' . t h e ' s k a t é- t o p u r c h a s e t h e ' b o nd s ' i s' -s' 'u- d ' b ' ' -. '.. . 
. a y . .. -. . e y .

- . '.:-23 ' z . - . . L 5 . u L : . 7 r ' .. n w ' ' . . *. -G =V . .
' tbis authority?. : ' '

Mandeville: f'Pardon mea Doug. What line is that?''

K a n e : ' ' L i n e . . ''

Mandeville: ''Page 48. Page 48...what...what lfne is that?.

I'm sorry. Line 28 says autborize. I think he's sayfng

the state...

Kane: nNow, let's see. Starting on page...line 10. The

obligations are hereby made securities in which a11 .

public officers and.Bodies of this state and a11 politic 1
. - - . . = . . r-u . . . ' :'Jo. . . J ' . m...w pszzs-wp-zti.zm-vh' xeir;jstis.is.r:.zrZ . '''''' D 'U . ' '* ''- '-

subdivis ions o f the s tate y et cetera , etcetera , etc etera 1

- ' a . -. ' . .-w.- ' ' =,re.t. - . - . ..ar e a. now . o.r- 'm'a'yu.'.--h'e+ e a'f t e r . b ë-u a u't'h o'r i z'e d' ' t'o -+Irv e s-t '.nlaf'rrt:q'e.' l-'Ar-z=zz...

b o n d s . ''

Mandeville: ''Right. 1...1 donet think that represents any

change. It's the current existing authorfty of the

Treasurer to invest fn municipal bonds. ThereVs...

there's no...there's no change in that...in that, except

that it applies to these bonds as.'.L.as it xeould to any

other municipal bond.''

Kane: HOkay. Thank you. Could I ask Mr. Schwartz a couple '

of questions?''
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' Scbwartz: ''Mr.'Kane, -d0 yoo' mind ff I bring my lawyery Mr.

D'Esposito àlong?'' '

Kane: ''Only if he agreed. On page 28 on lines 12 and 13

gives this authority the right to purchase obligations

by the city. Ifhy is the city included as well as the

school Board?''

. --c.s zsz -' . ' .' rv- . . sse. > .h w.a r-tu.ss-z:z ..Q. lou e..-'.'o f-== 4.t h e 11 .J..n t'%.p r=.i' o qtrtt'B rn-t-h a- t.-- .t. h e x h.r :i: d-g' # . .l.q a rï u- ' . '. -z w'-ere.' .=. '' - ' S - ' û = - . .-....- . . =. - -. . . ...- . ..- - z .....*  *r.z*.e'.- = L'.r.:... cc .r. .. =.-. ..r Q7 LK. ew -.-. .. .. .w-.-. ... .- .- .t o ...- k=*.. .= c=.- -aas -- ..zz p . yz' .r.y;-zX=- -W' ' z = -. -- . - . ' - - - ' --
z=  . a 

-. . = ..- .m .sWV - - - - . .sx.z.... y ; . . . y-z . . a .-. '....
,
.y. r. y . y u..b . .. . . .z. -. .c. . . . . crz . .' . r.' . . . u ...- .u . ' . . =- w < - wr.y w = 'U!n . r-rs..V.- W..,u . m .. . c u- m. * y ' gxa' . o, . m .x .--w  xv ...4 ar .. r w w. u - Q ...az . c: c mu- ' z .s& ...wc.'' +QX ZU .'- - . .a ,T. ' T. - x .Y. --''-. -<' -' > '- .= .> . * Iv.r  œwr'-. . . ë'nr '*. W 'm 7.. ' a œ.' u.=. O ' k- k.' tJ. V . K u. '>= > '%. z & .c; . c x o. u u &x .a u m =n g=  . ..m CV.z - . . . . . . j. . .r .

' . - . .. . - O f t h e s e . g-g n e 'LL a 1 Q b 1 i a a t i o n n o t e s - a n d ' m a k e t h e m t h e
. . - .. . - - . . . F .

=2 ï r. '' ' . . . .; -v'jvfy -:..o.oj. . . -.r . ..-.c -....r-s.;' J..; 1.7.,... ' '. -.. . . . -':- u'riy-u g . J - ' . - r - : - -z- - =--' ' - - Y ' J- ' Z. - ' - ' --'' - ' - u ' - '- œXU U' . - 5 .k- i -w- '- . . ' - . - '= ' ' -....- - . . - . v u ...= wc - . .c . a jk .-, -- - zso j -e- >z 1 - . h ik by- s1
.s..1- r- 7 1...

*X e- U '?'Z' EW- VQ -.' ' -' - 'AR==X .ZYX-' rLz.â'.e.as'-.'.z..'. -' -,'.
- . 22.., wk'-r..s v 1'a. ...nxs...t. e r1ç.''=*1.J, g a t$.. o nmrr'. a r.-xG' ..-+ .,. .t?. .s. .' z''sw.:fze =' -. b r7%=z.rz-c.'.l'n''. .Y'74= ''*. - . . '' ' z =. . 't . . - . ... . . -5 . t . .+ '7..W  - ... u . u.L . - <. gj mgz g c'' .X= * ' . ! .. N *.WX.-' ' .J. ; ' . .LXN ' G &. H G . W * < t *WJXW 

=A  .u 'ïzr ' . = ' ' ' Wr.m '-'V * -' 7=..- - . t'- Z = W =-- t ' . . Q .. '=' . J % - '' ' 'q -e . . ' ' r 1 XW 'C YX'VC L-WVC.R V *'7 .. . .- - . . '' '. = =>  , w .. . .. . '
' jty 1* jg t: f - * '9 - *eane: But s not...

.  y .y* .. x s s A r o g sw g p y p x N N s N j jj j. y g . . g g
' . ... Z>. - -4 rvxsr/x..1r.'.=;u .L'.7- . . rh.cuke. Wc . . ...r. . r -J : C =- . - - . Apix' :

- ' r - J- - v . -F*- C.JP..J-.. .E.= = ' ' r'- ' ' ' = r '==-krn-ccaarsw r. -c ...= . . .F6.-. v>.,..w:r=-=., -c.--.-un- . . - .. . - -=.=='. . . -= , . .--J -7=  ' .' ' ' '- - ' - '
=  ---  - ' ' . .. muva-r rlW xo..-- : w 

-
... . .w- a= -,v. e..' . . .-. .. .-r. 'ur-zwppuzypx.'y.vr m'xry . .. .....'.'' ' .. ' .= ' LMFTX ' .. ....- . -. x.- . - - e ....... . .-.-a.s. ......- , ..m ao u . .

- 
.... :-... *. . . . . - z- =r - . . . . ' vC v' ' f. J W Q ''>* O L '-'C ' - ' G ' -- ' -VH''WR W  - '



sr wvy . w en vv w--..- .mr x . rg Wb= z M'<=W. - =-*72'C7=i* . =.= . - j == =.= .. a -w 'uw.. wa.o w wjus ..-- . .. : - .. .. :..Fz7..'..y:.-;:- . -zz . ca. .-.- ,:..:J) ..-a..uuc.. -&: ., .....-c- . . . .. .J. . -- . ... . --.-. c-.z.. : -. .-. ..,.-.. ...-...z.z;- . ... :- --1(2... -zf 4:::4!-::.. . 
. --- ...

...v !.qk-.w-Ymr:i-i: :c.. .......-.. q.. -..j.
. .. . . . -. 2 =' ' =

. 
. 141. .

Schwartz: 'îHowever...however, I agree wfth you that it is

not limited and in our technical red'raft ft should be

limited to that: and the point was made at some out-

. . . . . -. 
. - 
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Kane: ''Tbank ybu. On page 29. lines 9 through 17.'1

Schwartz: ''What...what page?'?

K an e ). '' 2 9 ''

' S hwartz : ''Thank ou ''. ' ' .. ' ' ' ' ' ' .c y . - . .

Ka n e : ''Lin es 9 th ro u gh 17 . 'f

S c hw a r t z : ' ' Uh - u h . f '

Kane: ''Wbat does that paragraph mean?''
=. w.
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Schwartz: ''There is a $40:000 limit to tbe federal insurance.

What you wallt to provide is that ff the.p.if the
*. -.=: .-....p. . ....-.w ..(f=uc-c=.y ' ' - x '. z . . - '....,x-a u== ' =  ;z= 4' k r ' ' = -: .1x. - '- . ' e ' - - * ' *

authority has more than $40,000 and puts ft into the

bank, that in case there's a bank failurey there is

something to make sure that there fs no loss of money
1
l

by the authorfty and to protect it you are collateraliz/ng

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 moneyon
a ..= -. . . . . . . - .. a - . . .. = a..x - .ze -r .- u .r+crR . - .= 7'1 . %. k ' =-W=X 1* - - ' - ' ' - ' - ' - * M '* ' < * ' - = 'i *''''-T '* h* * *

' - . w K a n e . '1 s -t h er e : 'gW'.r- r e'q u i re m e n t '' t h az t Qt 17 e'- 'a tf e hb r 5. t#.',-S-. lh'en-rt's-fb''';W ''V'E '''. n'

investing its funds or putting it fnto banksa checktng

.accounts and so fortb or short-term investments: that

. . .that they-- well, it...it limfts purchase only to

fnvestments...any cash that they don't need- -is there

lany requirement that cash deposited in banks receives

. ' some kfnd of fntprest?''
- . . . *. . - - . . . r . . . . , . ' . . - j '
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it's 30 days or 90. I forget which. Two days ft is

nov? Okay. That it be fnvested at fnterest and, there-

fore, that would apply to this unit as a special dis-

J . 
' . . ' - . . Ny ' '!. ' * ' ' :. ' - . - .
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Kane : ''Thank you . ''

Speaker Schne'ider: ''The Centleman from Cook, Mr. Piel. Who

. 
' vould you lfke to questfon, Sfr?n

Piel: Hpresident Rohter. please. President Catherine Rohter

of the Chicago Board of Education. Is she about?'' ' '

Speaker Schnefder: ''The Gentleman from Cook. the tall, handsom ,

blonde fellow, Mr. Pie1.''

Piel: ''Thank you, Mr. Chairman. Mrs. Rohtery just a couple
. - . 

. . =. - - :..a . w . . -. . - . =Q' ..=-  - . . ' - ' I ' - = . - ' x -
. . . u ..- x . . - N .

qufck questfons. Nothing personal at all. I realfze

.- -.=.-. -.-  - - ..=  - -=  .t-h a..L-y.o u-L.re--i.n..-.o nevh-e. ck-.o.fv -av-p o S.i t i onr, =a.n.Ly=b.e. 1an==  =uar=.= ..-
l
l

about a month and a half and sort of taking the ball j
as the presfdency under such tryfng cfrcumstances.

Can I ask how many parcets of landy and I#m talking

about not a specific, you know, lumping them together,

but how many parcels of land does :he Chfcago Board

own? Do you have a ball park figure? I won't hold you

to the exact figures but a ball park figure. please?'l

Rohter: ''You know, I don't really have lt ïn my mlnd, and I '

did not bring that file with me today. T did announce.
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' - - ' either in this House-orlin the Senatev thar-there qzill .

be a meetfng of the Real Estate Committee on the 16th

for an update of a11 the property owned by us, its

current value, and whatever kinds of monies we are

recei.t.realfzfng from thefr rent.''

Piel: ''Do you have an idea of approximatelyy comparing the
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is not anywhere near the 600 facilities that we own.

Nowhere near that.n

Piel: î'Do you have..wl..zcan you give us an z'dea of- where some
. . . . . . . . . . . . . . .; :=
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say 2 or 3 larger parcels o.f property in Chicago. that

are used for something other than school purposes that

school bufldz'ngs are not on7.H

Rohter: ''Probably the best know is Midway Airport on the

south side of Cbicago. Tbere's also some farm land in. =

a suburban area. Orland Park, I believe. There are

soMe buildings in tbe Loop that we own. I understand

that we own the land on which the Hö'liday Inn fs .

'' 
,
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What Was located?' ' ' ' - '

R o h t e r : '' T h e H o 1 a7 d a y I n n . . . ' î .
- l

P :1- e 1 : '' o b y e s . U h - uh . ''
l

Rohter: H...on the near west side. There are some school...

former school buildings that we now use for administra-

tzve offzces.

Ptel: ''That...that's 1'ust...I J'ust was curleous about the top ,

2 O r 3 ' '

Rohter : ''Okay . ''
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' leased right now? I mean are the majority of your ' '

parcels that are not school property belng leasedg.''

Rohter: ''I donft know of anything that is vacanty and every-

thing is under lease. 0ne of the problems that we

encounter is tbat many of those leases uere entered

into many, many years ago when, fn factp the agreed
..
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Piel: HThey are tax exempt. Bastcally, 1...1 will get down

to the last point. I won't take a 1ot of time llke the

' rest of the=people h'ave. Ilhy hasn't that'whe'n the .

' 
.. . ' -.. . B o a r d . s a re - t..h e . f :bn a zv e- i'a 1' L' r o b 1 e.m s .. t h''e y w' 6 r e ' h' a' vi rtrg . .: . - t

. . let's say like.the farm l'and in Orland, xhich is a

prime area right now in...in the southwest suburban '

area as far as purchase of property...vhy havenlt they

sold some of these parcels that were not under lease

to gather money? This is tbe thing that sort of...I.

J'ust heard about this morning that parcels, ybu know,

other than s chool property were owaed , and I y you knovs

it sor t of ''s eemed like this would be a natural, espe-

.- .-...... == -= .w=  .= -n..-. . ...--'.c..1 atl. ym---trlk kse-Lt.h e.-zuO. .rèlan d .P a rkt.tnp ro p-e rr y: co'u-lud ...17 e -' '.œvaa. t.u r n. =' - - =. ,=

position to really get out of a financial dilemmap''

Rbhter. Werx, my posztzon has alway: seen that it Is Y verK J

imprudent practice to dispose of capital assets in order1

ito gafn operating expenses. I do> however, feel that
. 1

we should not be in the real estate business as well as

those others that 1 mentfoned, transportation, restauran't

businessa recreation businessa but I do object to dis-

' posing of capital assets in order to gain operating

money .''expense

Piel: ''Yes, but...you know, wbat Iîm trying to think of is...

. . a11 righty...the .chicago.school Board. you know, is
.e...m a ras.um  -. .. . - . ux D-.;r o.J..zmc -.. .v . xm .a...-> .ju- .. .. .un .vc-.wuucz. - . .u- y . .u. . .... tw. ..m w. =. .m-' .wa.m.:' = ' V. - 'Xr ' - .' .s.r'='Jr.m- .-. = .u . - ..>- ..- .-  . >m- ww œ -r vw . . -. . W;- . . . . . -..n *- . - a . F'xr . ' -

: obviously in the City of Chicago. Like you go out to

Orland, and you buy property, obviously is as an invest-

ment...fnvestment to gain money toy you knowy.either for

capitol fmprovements for the district for later on or l

for a, you know, paying off bonds or one thing or

another. And, this, to me, you know, especially vhen
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rupt today, you know. This is.the thing why I can't

ffgure out why they dfdn't do it.''

Rohter: ''I think that I agree with your position about selling

* 7 ' - ''' *-' '
' w'' ' . .. ' - : c a.p a. t al as g et-s .. C o .&I.mP. lqve .' ç a. p4 t al as s e t s. . . I - ceu l d n r

- . @ 'v.=.t .- V r. ' ' ' *' -

: have any peoblem with 'that at all. ' ' ' '' . -

P 17 e l : '' Th a n k y o u v e r y m u ch . 1 '

Rohter: Ph-uh.

Speaker Schnea'der: ''The Gentleman from Cooky Mr. Preston.

You don't have to ask any questions, but you?re welcome

top

Preston:. ''Thank you very much, Mru Speaker. I'd lfke to ask

a questa'on of Mr. John Perkins if he's still in the

b-amb e r . 'î. . c . . -. - - -.- - ...-x - - - --....-. .. . . . . - =. v . - -: e 0w.. .xuyc <.-s==se . ws .-
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estimate what the cost of tbe authority would be...tbe 1
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the operating costs oukht to be ratherw..rather modest

ïn relatlon to the size of the whole operation.f'

Preston: ''uell J'ust to give me some idea of the figures that#

. . . . - . .- . . ..
z= ' yg-tt-'co ns i de r - mo d es t-9 n'a.r e .' . k a r. e .=Wè f alking ab out : à. h à1f . ' '

' million anmm l- budgeb f br- the àù th ëief ty b': x .milliori z. ... - .. - . -
.

. .. ... ... ' . . . . . .

dollar annual budget for the authority or something ' - .'

far less or more than that?''

Perkiné: ''1...1 really would hate to speculate on that: becaus ,

frankly, I have not done any homework on it myself. I
.. ' . . .. . . . . .

' assume Mr. van Gorkum has done sone thfnkfng about it. .- '.

and others have.''

Preston: ''A11 right. Mr. Perkins, has any consideration been

gfven durfng Che delfberatfons at the Governorês
... .- . - A -. .. û- . . .-m =w .-z - .m--. .-.r-->: -. - % JL.= . -.. .-.r...vz=V.rQ'=U U 'b fore ox'after those deliberations to ' ' 'Mansion and e

. ... 
replacinz the Schocl Board mada ap today of 1ay people

with a professlonal Board made up of Members of the

financialy and the legal: and the accountfng community?.f'

perutns: ''senator 'tsic), there'has been constderable 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 tbose of us ôn the financial side: vas to
. j

to get at thts prob- ltry to work to develop a program

1em right now and bufld a solfd long...lenger-eerm
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certainly think that that would be part of hhat the...

of uhat you and the Legfslature and others here fn

Springfiàld would be taking a look at if you look at

the broader problem once we get over this hump .''

Preston: ''We11s considering that many present Members of the

-  '
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. Perkins: HWe11 it seems to me that that is a subject that

certainly is in the purview of you Gentlemen to address,

and certainly fs not my...I wouldnêt thfnk would be my
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Preston: Well: do you...':.do you hzve an opznzon thae you could

ive us on...''8 . .

Perkins: ''My opinion would be that this may 6e a good oppor...

fine opportunlty to take a look at the duties and the

' ' structure of the Böard'and 'give a lot'of'thought to th-is '

b'ect...a very germane subject.''su J

Preston: ''Could you tell us if the Continental Bank is present

ly holding any Chicago School Board bonds or short-term
.- . .
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Preston'. ''And in approximately what amounts?.''

Perkfns: '?We have not...we have not had a polfcy of dfsclosure

on...on individual items in the account, and I think

I'd just as soon keep it that way. We...we tend to be

ïn and out. We're underwriters; we're investors. It

1 s with our tax position and other considerations.nvar e

Preston: HAII right. Mr. Perkins, under the terms of t'nis .

proposed legislation, do I understand that the Board of

Education cou' ld not enter into contracts unless those

.
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IPerkins: IQ would really bow to Mr. D'Esposito and some of th

others who have been the technical details, but I know

that ft I's not Mr. Van Gorkumês fntent...fntentfon or

the others to have a situation where the Board takes

actton and then there has to be a 30- or a 60-day
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' 
v .it s within the purvzew of the budget, theyo..they take

that initiative, but itgs not a questz'on of having a

check and double check.and second.guessing.'î ' ' ' '
- . r ' . . -. . '' . - - .

ç' ' ' . . . . . ' . . . ' , . . . .. .
. . . x. . . . . . c -''='x-uw...r . 'P . 1 I 4 '. - ' t . ew > ' * ' ! ' )* - Q 'N -

. -. . . . .. . ... 
. u ..r.e s t enz--c-. , 14 &11. v,- t h en . whha t - is . 4.: wh a t-would th e mech ani sm b e' f o r ' J . .

t h e . A . t f t h e B o a r d s aw f 'i i t o 1 e 't . t h e 'c o n t r a c 't s . wh a t . , .-

would the mechanism be to apprise the autbority that the

Board hasnlt: fn fact, letted that contractT-''

Perkinst 'fWe11 I would assume if it's within the guidelfnes

fn the budget that have been agreed upona they'd move. - . ..

ahead, but I think that's something that T would really

prefer to defer to those wbo bave read in the technical. .

techn'icallsides of that.part.. I consider that an . ' . .

.. . -  .....n-.z....----.- = .=..u ouw-.-vs' .z..w, -o.p.e.r at.irbq- m ro 1z.1.em.y..-a=d. pb.wz,' o.uszl-y-n e a d s-w t o. .'B.er=.h and'la-. d--vzvrr.w.:2<.' Sou'z =

.. . .. .. ;

a very smooth way to avoid delays.''
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' Preston: okay. 'wouo-d...cbuld I ask a questzon of Mr. Van

Gorkum if he's '' I
. 1

S p e a k e r S c h e a.' d e r ) ' ' S u r e . 1 '

vl . r, 71 ' . 11Preston: ...stI11 here. Thank you, Mr. Perkzns.

Speaker Schnetder: HMD Van Gorkumk''

Unkn ow n : ''H e j us t w an . . . o h , J e r r y ?. ''

P r e s t o n : ''Mr . V an (1 o rk um ? ''

IJ n k n o w n : ' ' R :.- g h t h e r e i ' '

Vaa Gorkum : Yes , S a.r .

P r e s tp-q.: '' T h-.g lzk .yyzM....y u y. m u ch
.
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a p p r e c i a t e t 11 e e x p e r t i s e a n d ' t h e t z.- m e t h a t y o u ' v e . . .

o u ? v e g 1 v e n t h t s B o d y : a n d . . . ' 'y

Van co rkum : ''Thank you . ''

P r e s t o n : '' b o t 1A t o d a y a n d p r ev i o u s . . . '' .

speaker Schneider: ''Excuse me. For what purpose does the
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' think tbeyrv-e been abused long enough for one peryod.
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today at least...that we could naybe cut the debate back

to three mfnutes fnstcad of flve. I thfnk that's a

' ' Y' O Z S O W Z b 1. 6! E r-e tl tl * S Q .' 15 ' 1 ' ' U .'.'. ' * Z . ' '' E
. . -. . - - ' . . k . ' . . .

' S p e a k e r ' S ch n etd'e r-r =- =PWe l 1.. .eh e r e .s e ems..' . to b e s om e .ob j ec t f o n- on . ' -
=-.: -. ' '' ' ' - *

h R b 1 i c a n s i d e t h e' r' ç . l ' ' ' ' ' -
. . t e. epu . . . . . . - . - .. . =. .

Ryan: ''We1l...ve11. I'm Just tryïng to be reasonable about ita .

Mr. Speaker.

Speaker Schnèider: ''AII rfght. WeAll try to hold it down..e''

Ryan: f'These folkouare. tired: and some of them havçn't eaten,

and I J'ust think ites very unfair for us to.o.to con-

tinue in this...in tîis vein. Some of these questfons

. have been asked 14 tlmes.p : .- . . . .

. . . -.-. . .
. - - c--

' 
=  -.S p .e.. a. . k. e..rv' % . qbsn e..i .d e cratsw :pa'.'.1. 4 G. 1 . y u-a Z,u.% h .$ qk a u t h ..çw.G.#.x.n..# oJ-.....e.sm @...,.,-.ru. pp. a-.k Gz R.-.-%.-. .. . .,xg.- o. O..d.-. ,= --.. ....S.US...-.. -

point. but Mr. Preston has the floor now wfth Mr. Van
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Preston: ''I will try to be brief, Mr. Speaker. Mr. Van Gorkumw
.. i

tbe provisions of this proposed legislation indicate..

to they not, that the Board of Education cannot 1et

contracts without the approval of the authority. Is

that correct?''

Van Gorkum: ''No, tb at is not correct.''

Preston: ''And then what will the oversight of the authority

be tO COnLraCtS that the Board makess'' l
Van Go rkum : ''Th e e .S.ch o.p 1. . B.p vpcd ..mus,t... .p r e p a.rp.. za , b g d g e.t.r- Thpy

:a tc.. 
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cannot then execute any contracts that are ih vtolatioh

of that budget. 'To give you the simplest exampte, if

they give us a'budget on July 18th. 45 days before the

start of the new school year, that has fn it an estimat

of 8 mi1lion...800 million dollars for teacher salarles

and three months later they siga a union contraet for...
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Preston: HBut what wi11 the oversight of tbe authority be?

What will the procedure be for the Board letting a

. . . .
' ' .contract? How will...how wz11 the authorlty be notifled

' ' - th a t 7.- n f a c t J kt h ey h-a'v : .-en't elr-e d : >-n t'o a ''cb-n t' r a c'r -a nd' - I ' . - .
. . . . . . . ' . > . - '

' . - jj jj 1 .js - @ . J m v .-. - * ' . - ' ' ' - -'=ave t e aut o.rzty. itqtYe same tzme, be able to ,
. . . - '.-

examine what the terms of that contract are.-osay 'no' .

ff ites gofng to go outsfde the budgetary co'nsfderatfoas ''

Van Corkum: ''We do have tbe right if we want to, under this

' legislation, to list certàin contracts which cznnot be

signed without our approval. I expect to use that

rather sparinglys because I do not want to set up a ' '

huge bureaucracy to review a11 the contracts that they

want to sign. I think those that can be really importaat

and meaningful in the budget process can be determfned

.....m=.-r...r-=zw.w.. uv. - =.v .- m s.-z,. ..=wr.a.t.h.a.r.. .qJ, a' ..0..w.1.- . zy-y-zv.e.ru...a.w' n1..ye..b,y.,..t ik ez, .epduwo f- 'tlza.' a:' s oh oze e-z-i.-z..e- r-. - - - - - nc
. . . . . . : r r ..r

1,year.

Preston'. ''Mr. Van corkumy in light of the fact that many of .

S hool Board Members ire the same people who were on$the c

the School Board at the tfme that the current crisis

was coming to fruition, do you not tbink that z't x-s

irresponsible to have'tbe school Board still composed

of these identical Membersg.n

van Gerkum.' ''Well, T have no autbority to change the Membershi'o

of the School Boardsmor. would I seek that. If other
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them. I'm not going to recommend that.''

nDo you have an opinion, Sir. that you can show me?''Preston :

Van Gorkum: ''I am...l'm supposed to function given whatever

the nature of the School Board is.''

Prestont ''And you safd that you estimate with any accuracy
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Van Gorkum: NNo there havenft: because I have to...I have the

- .. . . Problem of setefng thfs entity up. and I reallyy at

- - - . .-=a.= ..-.z..t h i s .-p o in t j . do no t .kriow h ow malny p eop le .. a. t 's go ï.n g to ' .

2. = -7 ' ;7c > : ' r ''* - ' - . . '
' ' tàke . You mentioned one- for examile about coztractsz '''

If we really want to get actively involved in reviewin:

contracts.e/they entered into hundreds of contracts every.

year, I could hkvel.a huge staff. I don't waht that. I

want to get by with the minimum that I can. but.a.and

il1 do an effective Job. and I don't know that much ' ' ''----st

' about the character of the job.'' ' .

Preston: ''Wel1 the...the problem that r foresee fs that the
. . > - .

same people: who are responsible or had a position of
-...=  - wv-.- '---- . . .- c . - . - - . * - ' . e
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responsibilfty in the past for this crisis. are golng
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'
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I
j ,.going to be enterfng into contracts and making decisions.
I

''No. there's one basic difference. There's going lVan corkum:
to be a new chief financial officer. and that chief

flnancfal offfcer cannot be hired without the approval

of the Overgight Committee, as you call its and that's l

a very important statement. Tf 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 havekknown what ft was doing j
-- .- - -- -
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and could 'notedow plead Ignorance. .. ' ' ' . .

Preston: ''Thank you very much, Sir.''

Speaker Schneider: ''The Gentleman from Lake. Mr. Deuster.

rfho is golng zo try to confl'ne hlmself to bis Leader's f

'tko minutes, because he shook his hands.-.''

Deuster: ''Mr. Chairman, is Mr. DêEsposito aroundî I have a
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by saying this, whenever you give a group of human

beings some money they might mismanage ft. Soy we have

. . . the Chicago School Board that- apparently hqswmismanaged .. -. .
z . . . u . . . - .. . . . . - . -7 ' ' .. gI - - ... . - ... . - . . ... . . .' . Q- & .Y- ' D m 2 L=
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control authorkty to look over them and: as Ivread

through this Bill, the only accountability I see any- .
. . ' . . ' . . .

' ' where wath respect to the General Assembly makzng sure

that the control authority does what we have confidence

and hope that they will do, is on page 47,. They are :
. - - . . . . . - -. . yy

o 17 'n g t o g ive u s a r e p o r t . N ov t o f ur t h e r ex p an d o nS .

m y q u e s t x* o n a s I p o s e :7 t t o y o u , t h e M a y o r a n d t h e

' G o v e r n o r a p p o 1 n t t h 1 s f i v e - M e m b e r B o a r d w 2.* t h o u t a n.y
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General Assembly. We have no way of removing them.
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although I have hfgh conffdence fn the good work done

so far, theytre 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/.l'

D'Esposi'to: HThere are, it seems to me, two things. First of

all, there I's tbe power of the General Assembly to

. amend the law. Secondly, there fs the power of the

A ditor Ceneral to audit the operations of the authortt/ llu .
Deuster: ''1'11 directqyour'-attention to page.44 wr'th .referenee) .

v
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' to your suggesrion t:at <# can alend the law. Yoù 11

ffnd on page 44 fn line 28 the same provision ue put tn

the RTA Act that says the State of Illfnois pledges to

the bondholders that we will not limit or alter the

rights and powers vested fn the authority of this Act.''
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tive. I made the...I made the distrn' ction between the

power.b f the General Assembly to abolish tbe financfal

-. 
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alter . the control f unct ions a.n anvwav . s.omethlnz that I

think you can do, and I think the statutes should say so

specfffcally. In addftfon, the...the statute does 'gfve

the Audftor General the power to audit the operation of

this authority just-as he audits t'he operations of any

other state agency.''

Deuster.. ''Thank you very much.''

. 
Speaker Schneider'. .Pthe Gentleman from.cook.. Mr. . Evell. for a .
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Ewe11: ''Yeah, Mrs. Rohter.''
Dx # 4*-7 ' = 6,* r:v ' =  ' ' ' - '' ''''- ' --v -- - -..' '' ''.. - . . ..L'7rF-= .- r.a .. . '-'A':-.D-QA 'F:=-z-cF.-=--==r .. -- .. . .....=z.. - .. . .-. . . 2.7.z..,z-'r-.ey.ow -e= .. .v=.+?= -... .. -0=. . - - .-.u..a mw .p ..

' ' S p e ake r S ch n-e' f d e r : r 'el-'wan : t o- rem n.n d tll'e' 'Me-m-be rs as we 11 t at

t h e w i t n e s s e s h a v e b e e n u p 1 a t e e v e r y n i gh t w o r k 1.- n g o n

these matters and have been before the Senate today and

the caucuses in the Senate and the House Republican

caucus, and these wz'tnesses 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. 1
l
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Speaker Schneider: She s comlng.

Ewell: î'I'm going to be brief. You can give me Van Gorkum
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I v a s j u s t . ' '
Ewell: nNo no, no. Well, 1ê11 take Van Corkum ffrst. He's
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Roh t e r : ''Th e Audi t Commi t t ee was consti tuted about 2% years ago.'l .

Ewell: ''And in that 2% years, what dtd you audit@.''
' - . R o h t e r : ' ' I t h z7 n k t: 11 a t. I e x p l a :1 n e d e i t h t' r h e r e' o 'r i 'n' ' t. h e S e 'n a- t e
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.with trying t.o put in place a policy manual for a .

billion dollar entity that never should have operated

without one.'' '

' Ewell ; ''Would '1 '' - ' ' .t. ' -' . . - . - v ' z -- .

Rohter: 'Qn the last year, 1979, most of our time on weekly

meetings went into putting together a performance

COn t r a ct f o r th e s up e rint e n d en cy . ' '-
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RO h t e r ) '' I b e g y o u r P a r d o n . ' 1
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Rohter: î'Oh the Audit Committee does not audit...''5

Ewel1: ''We11 what...?''

Rohter: M...The Audit Comm'...M .

Ewe11: ''What would you tell me and this Body...?H

Rohter: ''Do you want me to finish the answer?.''

Ewell: 'L ..what does an Audit Committee do if they don't audit 'ê

Rohter: ''AR Audit Committee receives audits from'the outside

. yy '
audltors.

l
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but once you receive these...how..wvould you telt the

Com- .the Body here approximately how many audit reports

you receive for outside help and tell us about how mueh

'd for them too you know?.''you paz , ,

Rohter: ''I can't tell you wbat the fees are.''

Ewell: ''okay. 1....9
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hearfng the testfmony ïn the Senate, and I listened

v e ry c a r e f u 11y t o a 11 o f z' t . u o u 1 d y o u . . ww e 11 , le t m e

. . ..- . . .,
j us t - s ave th at z 'f. o r - t omo rrow . - B u t , le t me a.s k a co up le . .
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Education fn besides èducatzcn.. Approximately. Ju. st
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jj 'tell us. . . '

Rohter: ''Real estate. restaurant, transportatl'o'n: recreation. ' .

bealth.''

Euel1: ''Now. as I understood.your testimony from the Senate

side, that you werey'to'a great degree, respoasible for

the selection of Mrs/ dcrusoel as the now actfng '

superintendentwof public schools. Is that correct@.'' .

.... . w. . .:m ..w. . .-Ro..h. . t.e r :-.. -. 11 I . 
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recommendation.f' '
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bit. You told us that you went in and you had the

lconversation wit: the Mayor and you made the recommenda-

tion when the Mayor asked you, 'Who could you''lfke@.'
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Rohter) l'Mr. Chew dA'd not allow me to finl'sha and if you t

would allow me to ffnfsh, I9d be more than h'appy to tell

you how that happened.'' j
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we during about an interfm superintendent, and I said

. . . 
. . y . p .t '

we were conswderzng xt. She sald, Who s the eandxdate.

I said everybody has a candidate, aad she said 'Do you .9

have oneq.' and I said yes. 'uho ts ito.' Dr. 'Crusoel. ,
y > *

'Do I know her@.' I don't know. Would you like to *
œ trts .'
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Rohter: 1'No there uasn't anyone actfng z'n that capacity at

that 'time. Fnere we're several deputy superintendents,

one of whom was Dr. Bird.''
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of 48,000 employeesy it was my understanding that ' .

' somewbete 21,000 were in-classroom teachers. Is that

correct.

Rohter: ''Someone made that statementy but it was not 1. A11

- I safd was tbat we had about 27 000 teachèrs. ' I did not ' -

know how many . . . 11 .. . . .

Ew e l 1 : '' A 1 1 r 47 gh t . ''

R hter: '' were actually in a classroom.tlO . . .
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Ewell: nWell someone did make the statement that there were
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statement, so I could have them...?. Oh, Dr. Cronin. )
1Thank'youk' 0b, a11 right. 1911 ask him. Tbe...we1ly

' h d a' very difficult day, and I'm...Mrs
. Rohter: you ve a

I would ask that if I could now talk to Mr. Van Gorkum.- ''

Rohter'. HThank youz'

Ewell'. 'Qhank you very kindly.''
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for Mr. Van Corkum.''

E 1l* ''Mr Van Gorkum. when I was present in the Senate. wasVe . .
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tentative Selection Of the Governor and tbe Mayor to

* * d thao W2S your Understandinizohead thls Commltteey an

' - ''Y I ehi'nk thae's correct.''Van corkum . es ,

Ewell: ''Al1 rfght.î'

- 'Qt sounds kind of you know...'' 'Van Gorkum. ,
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Ewell: nOhs I'm...everybody on the Board of Education is a

doctor.''
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Ewell: HWe11, Dr. Van Gorkum, one of the other problems that

we had fn the selection of this financial' problem with

the schools, ft's...I understand that you would not

comment on who the Board ought to be or whether it's

wise to make a new Board or anythxng of that fashion.

' But, while you were selecting advfce and consideration' '

upon the problems of the financfng of the school systemy .. .

which as I understand it is approximately 80Z black and
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Latino, did you have the occasion to talk to any of the
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f J. n a n c e s ?. ' ' - I
Van Corkum: HI couldn't hear a11 of that. Itîs kind of noisy

in here.''

Ewe.11: '%e11 one of tbe tbings that occurs to me is that we>

had a past Comptroller of the city by the name of Burris.

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 Appropriatl'on here by Mr.

Barnes vho's no> Chafrman of the CTA. Ae anY pofnt .
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Ewell: ''To your knowledgé.''

Van Gorkum: ''Nobody was brought into thep- youfre talking
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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. We had '.

. * ' . -. .-. s . . ' r l;q,j. n . . -. . . ' T e' ' Wr -' . ' - '' - - ' ' '.- .. c ..r., ... .. . w..a z.. '-...e. . ..:.a-c..,1av'g.e.rs . 9' cvmzh &pa c.eavun't. ant. s.-= = 'd'1w e-.-h a d . .f a' n.k-.'*-' ' ..s. û'me p e o' p.1- ' .

from the flnanclal community. '.one of'those happened to.

be black. Hels from Merrill Lynch. Wait...Merri11...

no...yeah. Eafssez fiire, but heês here because he's

from taissez 'fa/re and not because he's bla' ck.''

Ewell: kpExcellent. .In ordex -to brief. 'could I.ask Mr..lohn

Perkins a questiong.'' '

. Speaker Schneider'. HYes: Mr. Van 'Gorkum's excused. Mr. Perkin .

Representatr've .Ewell from the Countv-of Cook. He h'asn't '< -
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Ewell: OMr. Perkins, as President of the Conttnental Bank,
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very knowledgeable about tax matters and money matters I
and the like. Without a tax increase: would you

recommend that these bonds tbat we anticfpate selling
è

w o u 1 d b e a g o o d i n v e s t m e n t ?. ' '

P e r k i n s : ' ' T h e b o n d s , a s t h e y a r e s t r u c t u r e d > w :.* 1 1 b e a g o o d

- nves tment . Th e . . . ''a.

E w e 1 1 : ' ' F o r sz h o %. l 1

P k 1 n s . f '!1 mmm 7 f 'er . .
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. clients, your bank..sinvestment.

Perkins: ''A good investment for the investory whèther it's

a bank, an individual, or what. They are struetured in

such a way that they are very sound investments. Now,

the question of whetber or not a tax fncrease is there

has been explained a number of tfmes. The program is to
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where there's been mismanagement, malfeasance: nonfeasan ey

no feasance, and a11 kinds of problems. Is it your

' al ractice where.this typg of thfng'.bps occurred -. gener p -. . . - . - . . - .
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Perkfns: ''I thfnk you have to be careful about geae.ralfzfng .

there. because a 1ot of itv..you throw together mal-

feasancey misfeasance, or perhaps problems of a market

going wronn. and otheruthinas',.'You also.genetzlize in .' .

the sense that you're talkfng about people in a very

broad way. In situations like that, we...where we're

' involved ue-obvfously look very carefully and w'e look > -

. w= +s=  L - - . -, -.=-mA=J--a tt. t-nrd xvrdli.al'q.. y-, ,uue- r-oo'k. ' a t . t h e 'ë 7.' 'ecùus'trà'rfc e.M--- ' r: ' - -=-==,-. m : ''re
Iwe use our best Judgment at the time. A number of those

. w . - .....s ....- - . .. . w -- .. -*.- . - -. . .... . .-- - - ' . - ' * '. ..- . . - w . .. . ... : .- .= - aw ....x .. =! Juw =.'...= a..= =a ' .'5.f<>=.UrJ=Jc=t=tQ==-=F'm=zrJaé>.<lt* .+t4'z':7sr2& =72. ' . . ' : ==.'g-- . ' --> ''7 * * * U Y' I U 'cases would Involve recommendlng, If It dLdn t îappen

already, that perhaps there be some changes.''

Ewell: 'fWould you look as snide at an Audit Commission who

only audited two things in 2% years7.'' I

P e r k a.- n s : î'W o u ld I wh a t 9. ''

Ewell: ''Would you look asunder at an Audit Committee that

only audited two things with a budget the size of the

Cbicago Board of Education in two years?.''

Perkins: ''Wel1 I#m not quite sure exactly what what was
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' = .-= xtatïz.. - = - a == . .-. . . . . .v. . . '= -.7- - - rt . . - . : ' =Z) '- ' 'e * i .' m ..'.r7R Y 2:- LJ ' - ' ''- - -- - - ' ' - ' -'= T -J. J - ' e - - - ' '- know does not m-aue audlts. It revtews tbe audits in

the practzeces of tbe...of the Public Auditor, ft dl'rect

them to do certain things, there are programs that are

agreed upon by the Committee, and Iîm J'ust not famlliar

with the practices in the...fn the municipal area z'n

that much detail. Some of our technl'cians are. I know
.- . w -.J - .
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when you are computing the formula for state aid..vin

other words. when the -formula for state afd is computed,
' does downstate include fo'r that purpose the cost of '

their transportation in the computàtion of the amount of

'd that tbey-receive/.llal . .. - .. . .

Mandeville'. ''Uh...n

Ewell' ''Present.'' '

Mand ev i 1 le : '' I ' m mot. . . ..I '..m . n o t s ur e t lz a t. . tr ans . . :.d. owns t a t e . . .r - '=' . k- -

- traasp o rt ati ott.. . . '' . . .
. . . . -. r

....E w e 1 1 - ' ' c o s t s a r e . J - . . ' '

Yark-d e'vt'l' 'l'eu fe al'rt - - - ..' . . = -

Ewell: H .mincluded as one of the...H

M an d e v :z7 11 e *. '1 o f t h e . . . ''

'' ' ' d' in computing the amount ofEwell: ...costs of...lt s use
. . . @ ,9money that they recezve In school aid.
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Mandeville: 'Iet me answer' it. The transjortat...the' regu-lar'

transportation tax rate is part of the tax' rate included .

for purposes of determining state az'd. Hbwever, the

current formula allowzeng full access without the same

minimum qualifying tax rate may make that an irrelevant

stion I donît know where youere leadi'ng top''-' '' ' -que .

Ewell: HWe11, the...the relevancy is that Chicago does not get

a comparable deduction for the cost of transportatïon.''
. . . . . D

Mandevflle: ''But...okay. Yeah, they were primarily.- ''
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Ew e 11 : '' In o t h e r w o r d s y Ch 1 c a g o g e t s a 1 1 t t 1 e s h o r t ch an g e d
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downstate in figuring the amount of aid tbat they l1
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Mandeville: ''That may be true, but it is also irrelevant. Thel

. . .the...wl1ile Chicago does not share heavily fn the
I

regular transportation, they have a playground tax

rate: they also have a textbook tax ratey and a11 of it l

is irrelevanta because the tax...the remainin'g tax rate

for chicago, even after the reduction proposed in this )
Bill is more than enough to meet the minifyinc...> C3
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Ewell: ''Now the final question. When you take a tax rate of

$2.11 and allocate 50ç for the purpose of retiring

bonds, how much money approximately or what percent
è

would that constitute that the Board of Education no

longer has to spend on educational purposes?.'l
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V revenue. ' Chat'is roughly 4Z of the current operating

budget exclusive of debt consideratton...debt servfcey

' but I think it is...it is not, therefore. correct to

. . 
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' ' p u rp o s e s , ' b e c a u s e th e -5 0 : :7 s s ub s e q u e n t ly u s' e d t o ' - ' -

leverage long-term debt which is used precfsely for the

' f9 ' '
School Board. .

. 
Ewell: 'IAII right. Well. finally I...there are other people..

just as Mr...or Attorney Esposito (sic)...H

Mandevi 11e : D Esp oâa. to . -. ' ' ' ' ''- . '' '

1) ' E s p o s i t o : '' Y e s s i r . ' ' . .

Ewell: ''I know tomorrow when ttis Bill comes through t%at we

won't be allowed to make Amendments from the floor;
.o. %,- - e .. .>  aecewxG wWxw== lc ur w VQUa J. GVm '. '' K ===-=X=1LnX==.=Q=Q7 .w =. w=<v'R.'w

because the Senate has already spoken, but to your

wknawledge kaw many eweehnical Amerqdments has w.kave such
. '4- . 

=.-k=== . . . ' -. - .'- - '-' =.==. .-.= ---.Q. '=r IMAT 17-*- '=- . ' . r  . '.M . . x u

people as 'Chapin and Gohr' decided that we need in 'l

order to make this Bill acceptable for the bondholders?
. l

In other words, we know t'hat tomorrow we're goz'ng to

come up with a number of Amendments that say. well, the

council for îchapin and Cohr' 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 tbe Body.''
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D'Esposito': ''It is anticipated that tîere will be some

technical Amendments offered in the'senate.''

Ewelt: ''So i'n other words, the Bill will be amended tomorrow
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b u t . . . ''
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' . yy . .Eve11: A11 rfght. And the flnal quesezon, is At not true

that once tbis Board is in place it's got to stay in
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' ' D Esposfto; HUIth respect.to fts' debt servfce.requfrements

' that's correct. I,have...1 have...'' '

Ewel.l : . 'îWe are . . . '' . . ' -'

D Esposlto: ...made the point previously: thoughs that it is

. . .it is possible that tbe control functfon of the Board

'could be abolisbed by the Ceneral'Assembly.'' ' - ' -

Ewell: 'Q understand t. haty and so...but,they could be worth...î -

DfEsposfto: ''And it still may...and they#ll probably be
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wonderful thing for this Body to be capable of acting

so swiftly and concisely. The final question is, I

knov that sz'nce you're wfth the legal staff at all, dfd

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#

I V 1 1 1 e t t 1 k e ln r e s p o n d t o :1.* t . ' '

Speaker Piercà: ''Yeah ' I don't want executive'branch ' '
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days ago . They ' ve already told us . Thank you . I have

' ' ' o f u r t h e r q u e s t 1 o n s . ' '. . . n

Speaker Pierce: ''I think we can top thaty though. The Gentle-

man from Cook, Mr. Gaines-..speaking of top, Mr. Ewell.''

Gaines: ''Sinee Mr. Ewell and I come from the same dfstricty

- --. ' - .. . z . .
' 
- .a7 ta' s r, j u s.t &. e.o n t % n u a ta.-' .g.n- o 'f. t''h e' '.s am e 1:L t: e . pf' % q u es.t :1.- o.n -''.'-sv . .

9T:,,411.- - . . -. ...- .- . - . . . -. ..-w-.= -.-.,...w . wcovam--== e--;=.' .cx'. .. .= n .= e.s=  . v .rnv--,w q.* = cc= ..== u . . .=%a
M 'LzW Z w -=0  .- ..w. ..***D.Tz?., . . yzauzuuw.yzaa-- . .. ..-- . ..-.= -- . t-.-:.. t. .. . .= . . . -- . a ... . . - . . . J ' .. >wys . ....

A v '.Ek .* G. . x . ..;.a . . l WW '- . .. '..m 1 ' e% . - f - à.-- o L . J..- - . e - -.:-wz; < . - - -- - . .L. wx=a=%a;. .--- . ..u.u iL.Q..-,. .é<1D :!SJ o *= -- - ..-x= - . =... .=  '= = '. . ..x.urs>. . ?.; .+.5 :.. .-. ... 7w-==i= .r. =.=-=-===-.'.=- w .=  . .-  ''---w- '- ' - . -. - . . = U  ' ''' * P;
' . ,+a '' u. ' nn.kwuq+oa'. - IQk :=x= ..F.L-%'. 's= =-- = .. 'r-n.ax.,c.z. . sn 'f7''- -t- 5 -y nc':v -z . .'.wLq:.hâ'u'T.7h -.zZUX' *'Gu

'
' - '' ' S eake' r .P 77 e r c'-e' - ''W e clovn ' t ' h ave t o r.e p e a t eve ry q u e s't :L on - 4-

- . ' . ' - . '? . * 'k C: 2 ep N..a a &. . y . . t w...Pz . . ..wa. . . : .Q. w. .. . . . . . . . . . . ... J . > , r . - .. j . - . . .
L. 2 ' . . ... . . .. . ' . v . z . i7 ; f ' ' . . r m . ' . ' . z ' w ' . ' 'J '* ' .r: ' i.:- y j' ' * ' g.:.a' L.-'u cc M ufxk =

. . 
s uz .. - . -- . - - ... .- . . k.. as:.yz . . - . . . .. . . . . . . .y mr-s ux .-oar.%=. . tk. -. -.-

'- . z . .....2.. 
e' R. =Z.R-' ..r' =14sk.'JJr C-.'.P. .. T .Q. -.'= . . .-- x . mre , , .4:

..u...:..p'.-1 y.v =zx LiQo .' =: c ....%: = =a . ..L.=..- x.- gm * xwul.ç xyszoor .7-. ' ', X' .v - .'
.....v -.c.-a.=- ;.g .- -=w . ; . :x''-a.. wwlx = -.gc :... ... -.a.uox.m . . .. . = .. . w ..o

,m=...,..*= . w= z..uar.. u........- -. . ... w u.am w mr .sr  . . . . . . vwo x
.. ...f . .- ...e..- .-< >L'R> * v .>- % > = .. .= -...% h.t.p>.us.= ... ,u=> ''=.a.45Mz wxs. .v .-... . -. .. - .-,,----.--..----..- . w...-... .-... ... -..,. -.-,.-. .--..--. . - ....- .---- .-..,-..-.-. ..-.. ----.. -. -. -- - .- . .......,.. s... , .-.,- -. ,.
t===. n-tfitkl- .>. . - .- gu x' n e'sas . .<:. W-'-'o c o n t z.n u' a't i'b n, --h-o t 'r e p e a 5-. ''' ' ' - -' --- - . '- ' ' ' ' '% '- ' ' - - =

' X E R A L A S S. E M B L Y 1-' X 0 - 8 0
.'.R - e . . G E . .. . .Jr 8 1 . . ' . - - '

' ' . . * ' '.. -.- ' = 
J ' -' ' - SYAA'E: OF ILXJPIOIS ' ' ' o 'u - = ' ' ' '''-e * -* W '

.. x . ='-,c-.# . u.q pa .LA'.L.. . . . - '=e . e.. X. . JQ .ww  .. - .= . -  - .'.>.  .7./,:::s.* .zY 7 +w .-. .. +
î .X+r.2*W. 'xwzr=v7r'= r....+ ' =.ez-' .spm  - owcexe - œ m xaxv<-  ' ' . .. r onW. ylu.. wwz. - .Ay a m' ' .X= ' *K.*=v='= ' 'e '

-= = = ='= = = .
. ...-. .....w -..--w- ......w.z.ps'Xw .. -v =x-vs.=r-.1.=-.. =.-..-=JKQJ.Q:Wv=r-V ,r-',.r=.m,*.r'-,,,J-- ' ' ... . r Yw m = ''= v-'c'v . .. - .r=



. v .-- r . x aa..x iu'p....e  '.z'.'.zzt., . 4 :p u 0% u J.. . . -w- 'k ,..-.u. . . . uzx. z . . . . . ..- -'.W '.JP..S..WN . :.t G  . ww = e.s'r- ...=c - I 'TX . . -v.. t.-.' '=.. z.z ' ..w=:'= '-,...,-'-x= - m ...= =.=- - =c' œ'a l V -W*' xL=' l'< G #-L' X  v't ' '
. .v u.- jL;- - u=  . . - e 'ju. - m e' .-'* :;=q *,-.-kee' ** =' *' - . ! . tk.-.v: --..---.-...- -- .- --- . -= . =.-z.-=>.O .: z -a .x - ... ... - .--. .- . . . .. . .. . . . -. . .v..z . . .. ..u -:.-w.$.v w'xva-- ws v-a ...L..V,. ..w s

' 1' 6-4 ' ' ' '
- . . .. ' . '

. .

Speaker Pierce: HAII right. Who would you like on the firing

* 7 19llne.

Gaines'. ''Mr' Quern .Mr. D'Esposfto -and Cathèrine 'Ro'hterw'l . ' '
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Gaz'nes) 'Ylr. Quern, the residents of my dz'strict have baafcall

been asking me about tbe conference that blew.up this

item that we*re supposed to accept. Did the Cove'rnor

choose everyone who attended the meeting or did the

-Mayor have a voice in determining who attended?.ê' d.. ..

Quern: ''Representative, we turned to the various groups that

h a d b e e n i n v o 1 u e d 7.- n t h e d 1.- s c u s s 1 o n s o v e' r t 14 e f i n a h c i n g
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So: we turned to the School Board, to the Mayor, to the
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Education, and to the two ffnancial institutions that

we had been' working with who had contacted us and asked
'

S ingfield. This was afterthem to send somebody to pr

weeks of trying to resolve this question, tryz'ng to get
I

'n some fashion which 'people to agree, to cooperate I

assured that rfsk would be shared equally 'or similiarly

with the state if a solution involves state action.

The focus of the conference was on educatfon...excuse me',
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. sztuatzon. That s why we worked wzth those people who

are most involved with the operations and the financing

of the Chicago Board of Educationo''

Gaines: ''We11 that still doesn't answer my question. We11...

you're saying that the Mayor did have a voice in who '

attendedo'
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Treasurer invited, and the State Comptroller and City

T r e a s u r e r n o t 1.- n v i t e d ?. ' '

Q u er n' : ''Th e S t a t e' - Co mp t r'o' 11'e.r'' w as .- . . I .1 m ao t . s u r e i f . h e v' as .
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!, *the phone.

6 :1.- n e s @ '' ' ' H w a s n o t a.- n v :1.- t e d - ' ' - . - . . - . . - - ' -a . . e . - .
. . . - ' 7

Quern: ''He was not...in a11 of the plans that were discussed- ' '

at tbat timey he was not involved. We turnedy.primarfly

. - ' ' t o th os e w'h o . .h a d f in a n c i a 1 vr e s o u r.c e s. t o 'a7 nv e s t f n . th e . . .

h o o ls . f 's c
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from her who she wanted to represeat the city.''
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*dCfQd?GWere COnSI .

' ber thanlQuern: ''No one was invited on the basis of anythlng ot

their financial expertise or their expertfse I'n the

' s and admfnistration of the Chicago schools 1:operatzon .

' ' 11 ' * the ersons doing the inviting 'Galnes. D1d It ever occur to P

that blacks should be included in tbe solvzeng of the
f

chicago school mess when 6OF. of the students cere

b 1 a. C V ?. î î
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' ' h M ' The attempt w'as' to find a 'Q' ' 'weekend in t e anslon.

financing a'rrangement which would enable the schools to

stay open. If we didn't keep the schools open, there

never would be an opportunity to sit down and deal

' h the educatl'onal issues.''wIt

Gaines: ''We11, the black community fs qufte concerned that
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Q u e r n : '' Th e l e vy ?. ''
ry 'Gaines: Yesy the 50t levy. Is that taken out of the part

that used to go for education?.'l
. . ..- . - r ,:. - .i t..

' '' . ' 
- 9 u-een :' ' . -. I t- ''i sn ' t-u-mty e b.' ,.. Li t.' zzi- 1. .-:r-e dttc. edsa' .f.rom... th a t èxp a' :LK t. ' o f-'. t i: e ruD - =- ' '
. . X- - ; . '' ' ' +* . x ' - . -

levy which has been used for the operatfons of the ' '

. schools.

Gaz'nes'. ''kell I thought you said you weren't fnvolved in# . -

education. Nowy you're taking money away from educa-

tion. You've reduced education.''

Quern: Agazn, that was a flnanclng problem, because there
. . jy . . . '

W a S n O mo n ey- f o r e du c a t 7. 0 n . v-- ' . ' ' . .- . . ..

. #/ 11Caxnes) . Xou... . .

Quern: ''If we didn't find a way to lendw..to enter into an
. - . . . .=  . . - . .. -.- - ...-.

a r r a n g e m e n t wh 17 c 11 w o u 1 d a 1 1 o w t h e s c h o o 1 s t o b o r r o w

- =',-'-=-.'=v==.c---=-ecm' u-..;.ze . G-:.-=.u- ww.=a- .'r.m. 4) .nL.e. v '.-' t'lto. .. x M-. mllxl d.. ..'o2s.m,' . am-ce.du'ea t= '.L '(A1l.-.,.EgL.T.h e.. =e. tlR u c' '& t i o.na.l.e ...-'.-. v . m = -,-.

fund indeed, was bankrupt.''9 1

(? a a- n e s : ' ' B u t a.- t a.* s b e a.- n g r e d u c e d . I s t h a t c o r r e c t 9. ' '
>

Quern'. ''The levy...i'f this plan were enactedy the levy would

be reduced, but the funds would still be available for

d u a t 17 o n p u r p o s e s . ' 'e c

(1 a tn e s : '' B u t , 1 e s s t h a n wh a t t 11 e y wo u ld b e 1 f 7.- t h a d ao t b e e n

d u c e d . ''re

Quern: ''But. they would be available at a time to keep the

schools open rather than later in the future when the -

.
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s cho o ls mlxghr.. h ave .'c.l o se d .- t .= = =- -u=.-- -= - - -- - . .-.'-.---.-. . . . -- - .

Gaines: î'Does this not mean tbat the Chicago school children

have less of a tax base for educatfonal services than

downstate school children?.''

. 11 jj ç) 11Quern. .

catnes: ''We11 why doesn't it?.'': .
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bonds, which would provide monies to be used for educa-

tion..voperations of education.''

. Caz'nesx; . ''But. a' smaller Percentage of the...of the tax aoney
4 . . * b - . .. . > . - . . . . ' ' .

. = -. ..-. ..- . . . . . . .. u .? o r w .a r;.- t,rm = ..v .
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1y. Is that correctg.''

Quern: '1No Sir. If you realize that tbe monie''s that will be

' ' produced by the 50ç reduction will produce.borrowings

of 500 million, wbic: in turn will be used for t%e

education of children, you will see that there is no

reductïon fn the amount overall that vill end up

'serving the'purp'ose'o'f'education. uhat has changed here

. . . 
is that, at.the momegt that we met'. the schools :ad no

monev. Without this kind of arrangement, they would
. ..r - = .W  .lQ>r- . ... -.UP ' . . = =L=- = =%:T=.%C . .'' .T' I A ZLQ---. - -&.F-.-. ..w zzlgek=-w- ,,-..- ..- '--'W W

contfnue to have no money. There would be no education

vv.- 7v/yz.zrc=  -=-.-= z* z.. . s. pa-aer.ui .. .wwly..ju ..ml.z&. ... .s Th Ts ''.*ho ro vA' d e s-atih o pvezr.f (>'r.-qi-. e't t i .nR.''.-mQ n eY--t' r-z-iB --' # m -aeczz :
l

' there and keeping the schools open.'î

Gaines: ''We11 10 years ago they had a hfgher pereentage gofng

for education. Is t:at correct?.''

1 ' A h 1 g h e r p e r c e n t a g e o f . . . %. ' ' 'Q u e rn :

G a i n e s -. ''0 f th e t ax le vy . ''

: ' ' I d o n ' t k n o u R e p r e s e n t a t :1.- v e . ' 'Quern ,.

. 
catnes: ''Before, tax levy. was used for education 10 years ago,

an d n o w 5 0 () i s t ak e n o f f f o r a d e b t s e r v 1.- c e . D o t h e

e o p 1 e w h o s t a y e d a 1 1 n i g h t an d a 1 1 d ay a t t h e C o x. e r n o r % p
P

' Mansi. on inlthes'e'vatl'ousrconfer.enees...do.'tah.ey honestly

feel that tbe Chicago schools can run wm'thout the .

ation of the black community?.''cooper

' ''0f 'eourse not, RepresentaLfve, and as I've sta...''
Quern.
() a i n e s : ' ' W e 1 1 wh a t . . . 9. ''

Quern: ''...and as I've satd a number of times today and I
. *- . r . . . . J> - 'r7
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was to provide for.emergency action at this time. The

desire to work out a means of enabling public education

. . . . - in.chicago. to conti. nue is.a.desire to provide stabfliza- . .
. -5 .

. - . . .v . .. . - . . r. . . . ''* ' v . -. .. . Q - . - . .X.J.G..-G'
t on now an an oppoftunfty fo: everybody in the

community to help settle that. The School Board will

continue to play the signifièant.and central role in

making th os e educ at ion dec is ions . Th e contro 1 Board

:7 i 1 1 b e a B o a r d t h a t w i 1 1 l o o k s a t t 1) e f i n a n c :L n g , a n d

. th a t i s a b o t t o m li n e . lo o k a t t 1A e f i n an c.f ng , o f e d u c a- c.
' 
-. 

- ...s--. .
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Gaines : ''Why weren ' t minority banks included? ''

Qu e rn : ''T ime and a g ain y t he ooverno r h.as . s a i.d in pub li c -. . . -

- . . . s tatements &.';in many . '. .in 'many :. many. comments that he=' '.=-' - -.'-'- ' 'l
vas willfng te partfcipate fn a program of fnvesting

-. - ' . . ' lJ = x : J=  't. - * : Y'r. . . . w. . - .... n - . !.-'v = -==L = Q.n ;=J .=.*.+Q 'm. .. . : ' *' '* ' ' '' . -. . ' f -state...havihg the Treasurer invest state funds in

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 mal'or

banks came to us at the ffrst sign of the crfsis and

began vorking with us as representatives of the financia.

community who had been working with the School Board for

. y e a r s . ' '
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Gaines: '1We11 thank you, Mr. Quern. May 1 speak to either

Mr. D'Espostto or Ms Rohter.'î

. 
' Speaker Schneider: 11Mr. D'Esposito is hereu Kee'p on the

case. Charlie.''

. . Gaines: ''Mr. D'Esposito, on Section 34 (a) 503, itxsays tbat

the Control Board..w.or whatever Authorfty has a

right to demand and direct the City Council to pass

pn ordinaqce fog.u.levy c-olle-ction- ot: the taxes on'.

a1l taxable property located within the school

district. The City Council is an elected Bodyy

how can this Authority direct them to do anything?

-..- . - x..-.w-m- . .. *E. . F ' .va -V & 7 - ' ' . .. . 'Q-vt*z.>  ' 'Y poNc o. pre:kntétfpe, - e Feve I you read-YV..e - v -- .

current provisions with respect to the tax levy of
Q X e X'M C L == = Qe  =Z 'r** '=' '' *** < '- ' - ' ' ' '- ... . -..* * . . '= ' . . . ''-rvc--a . .. = J =- - .n w m = . w =kJ v .=. e%=*&r . - . - r = .

the Board of Education of the Cïty of Chicago you

will see similar language. The Board of Educatton

as an appointed Body is not authorized to levy an

ad valorem property tax under the 1870 Constitutton.

And some lawyers think that prohibitfon 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? ''

D ' E s p o s i t o.. ..- - . '-' T 11 c' y- .m. @ y . ..b t-. d. :i-zz jkc.. .t.e.. .d t pooxod-.mp.= .s. o. . . . . ..a.n d. t h a t m ; y . -. .. . .-. . . . ,
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be enf orced in a cour t . ''

G a i n e s : '' S o i n o th e r wo r d s , t h e y a r e e x e r c k s f n g le g f s l.a t 5. v e

owers then? 1'p
é

'. D'Esposito: ''No the Legtslatùre exerclse.- the Legfslature.- '

Gaines: ''No youlre saying that they have a right to make

the City Council levy a tax.'î
. .. cu ' .. . -.- - -. ... . . ...r . . . . - .. .. .. .- .. . z . '. - .. .. .J>a!V L.+ ... - .a.- . '-p .2 . j .c... .
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7 ''powers

D'Esposito: ''You're...someone on the other side answered

the question by saying that you are exereising '.

' legislatfve powers by authorizing the Board of

. . ..-.- - . - y-ytj - 8 () .. . . - a. .r m u
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Direction...tbe Board of Directors to authorize...

to direct the City Council to levy the tax.''

Gaines:' ''Wfl1 a referendum be requfred?'' ' '

D'Esposito: HA referendum is not required for the issuance

of tbe five hundred million dollars in thfs particular

' Amendment.'' ' '

Gaines: .'.'Do you mean to say you are going to tax my folks

and not have a referendum?''
-. . . . . c

DîEsposito: î'That's what tbfs Bi11 provides.n'

Gaine's: ''So 'in other words, we#re providing a tax ratse

without referendum in thfs Bill.''

D ' E s p q s i t o : 91 W e l-l:e .p y p v i d 1 n g . R e p r el-e s t a t i ze, G a.i n. e s . u n d e r . .. ,-. .,.. -.' -' ' 'ss =lk-..r- v :=.- v.v -v.w-='-r- =' J.>a :'u. rœ --xo=-..-.- ? .v .N =D wacv -.rYk.= - . z L . . : z ''' - 'a:- : ' ' = =.m' --c ' ..-- - .c'-J- - . -  . '' ' -

the construction of this Bi11, the tax rate levied

xn- =. zvv'w v-.pcxe'- .wu w. <..x=rxx =- -'='-.=b.prz> 51A:t%=G:e.rILt.r.o2zJ-B.o.a'PU' Ht'0 g+* *'rœ4HI-h>1h:éJ=t-'&2XLr'àte W' '- -*:H * = YCG =.
' tbe Board of Education is equal to t:e tax rate

currently levied by t'he Board of Education for

jj 1, 'operat ng purposes.

Gaines: ''But authorizing them to...''

D'Esposfto: ''There is no referendum requiremento''

Gaines: ''But authorizes them to raise it, does it not'.''w'.

'without a referendum?''

D'Esposito: ''It authotizes tbem to levy a tax for so much

as it's necessary to retire the princfple and interest
. . . ' . . :

.. . h b d s -. * = - ' ' * ' - * ' * * e'' -1- Z- - . o n : e o n .

Gaines: ''Without referendum?.''

D'Esposito: ''Without referendum.''

Gaines: ''0n Section 34 (a), 510, the state agrees that the

state will not limit or alter the rights and powers

vested fn the authority by this Act so as to impair '

'GYQV'.* ' z = a . . - -=.a.-.-=. - .. - t h . e .t..i- ' t %. . = -@ 44 y: zm44 4 R u.- ry#- .. tusy->  a2 v ) =- .=-  - . - m >= .w u =- , .. u. u. ' = u < . > .x. z xv. p ... n. xx-w g =., . . .. . . w. y : . a. .z . .csj. . -.à=.v m u .wagyr-kc.larémcxgi:i - : . . z..owu.s .t1- . y.p. j cz.;m a.cw xc- r .' ..y.?. c -'.g.g7 H' .z . -1'.= X u . . -6t . .- .oQC-..m' - - a. 7 -l. C.1S'.Z-.G.... .
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admlnistrative actiön?''

D'Esposito: ''I'm not sure I understand the question,

Representative.'' ' -1
- ' - ' G lftls : - ' ''We l 1' ''' ' s up p o s e two . ye ak-s -f t dm no= 'we d é c i d e ' f h a t- th-ë -a y

i
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School Board or whoever the authority: needs to

i s sue s ome addi tional b onds . '.'Now would our. . oauthorizing

- .- - .=. M ' 1 ' .- -r. . . * u ..- . z
. . :. . - . -.-. -t 1a e m vt d lf l8w ''kg-b fà e r à'd d'V t 'i-l'j ri a l L b d n d s ' b e c o d s t r u- e d a s- - ' -- - '

im a J. r i n g t h e s e c ur i t y o f o t h e r b on d h o ld e J s ? ''P
ê 1, '? ' ' ' '

D Esposito: No.

Gaines : ''Would this say that we could not abo 1f sb them or

hange the f r s t ruc eure ? ''c

D ' Esposito : ''I 1 ve answered tlzat ques tion on a couple of

Occasions by sayfng that this would prohiblt the '' '

Legislature from abolishing the School Finance . .

Authority fn its financing aspects until the bond

holders...the bonds have been retired. I do not
' -2 =n- t=v.= l'-=- r=t ' ' bzu. v ' y. ru = .= = == - t.as =.tr,r-.zc- ...- ix-r rczt' =;=- c&- - a= = ww-xui'-=''---h'-u' ' ''' ' ='*=n .---'-= - . -. = m a = = =  .-=u- u -

believe there is any such prohibition against

.'we-vx-,z-t.xn=.-v.-?zxxv.zvzn - ..z-.-.w-=;=-ç.-l/-n.g-&.n. g-s t-tl-qw-c. ..9-q t- .x'-fz..l.--..#.. - -.&..4z g-q-t.zu..p-q.. -o. .f- t-h-q..-,=b-p a 'cdva n-..d .x .w.x. . z.-gcg--s . ..-.-.m-. . . :. . . : ,, :.

the Amendments offered tomorrowy I believes will

make that explicit.''

Gaines: f'It says: 'Authorities shall public bearings as it

may be appropriate. Does not the open meetings that

comply- .and every meeting of public...''

D'Esposito: nThe...with...there are two separate provisions.

There is a provision early in the Bi11 which makes

explicit that meetings of this Autbority are subject

to the Open Meetings Act. In addition to that,

' 
. Section 6oly-encourages t e u hority to hole .publiç - -

hearings to receive input ln developing its

responsibilities.''

Gaines: ''So they can't hold secret hearfngs?l'

D'Esposito: ''They may hold secret hearlngs as any other

municipal corporation may hold secret hearings under

. . . . J ' .* - & * ' ' . * * *' ' . . '. ... '
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t h a C a p p ly t o a l 1 1 o c a l g o v e r n m e n t s :g o u l d a p p 1 y t o ;

t h i s A u t h o r i t y , y e s . 1 ' .

Gaines: '%y Section 34 A-6O4. Abolition of Authortty.

. -
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Is this a self-perpetuating clause? Can't they

contfnually make new obligatioas so that they will

. . .. - * . - Q I -. >. =..w - ' ' .
. ' w.'-*=f T.L ** .c '. .V' ' > *''&= ' . - T r '.. .. . j j * u .. ' .. s': . . .. . .. .x . . . v. N'. . ' .. .. .. ' . - . . .- . .I. - = -- = -' ' =. . ''z. a. b e ' ' ' a . . '.-- &J; =;ZQ. m p e T.p eït u' s.' t: y. 2 z - - z . . -. - . - ' .' - -. -- - . . .. . - - . ---. . -. . . . .

D'Esposito: ''Nos presumably at the outsidey the Board will

ist the Authority wïll exfst for no more- than 'eX . . .

' 
'
t h t r t y y e a r s . ' ' .

Gaines: ''We1l what wfll stop them from makfng a nev

obligation?.''
J * - ' * '

D Esposfto; They ônly have the auehorfty to fàsué up to

five hundred million dollats worth of bonds. And

they uay not...''

Gaines: ''When...what, the bonds?''
. x.x ' .='' .. . -<. - v- * .'- ' ' ' -' - - ' -'' ' ' vu n'z.=. w'.= r ....-. - .. V= XrLC .=  w.=  ..z .JJD.ZLc = D . - ' . ' ' ' - w ' '- x - -- - - '- * ---

D'Esposito: ''They may not be reissued.''
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D'Esposito: dlThat depends upon how tbey are issued.''

Gataes: ''If they are issued in such a staggered mannery like

most of them are, some will become due before others.

D 1 E s p o s i t o : ' ' A 1 1 r i gh t . ' b

Caines: HThen when the first batch is paid off: then they

ld have the authority to fssue some more?.l'wou

D ' E s o s i t o : '' N o î'
. 17 .

G aine s : ''uhy no t ? ''

D'Esposito: HBecause the Illinois law, unless explicitly

. . .- .. r .m . . . '=. '
' ' h izling people -to ipsue upon. ràtiremon t or --- -- '

. .. . . a u t O r ...7. . .'- . ... .. .c ' ' -7 v - . . =.

rinciple , does not so permf t . ''P

Gaines : ''So they would no t be ab l.e to encourage any other
#

obligations? What about other obligations, such as

B i 1 1 s ? ' '

D'Esposito: Hsuch as whatz''
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' Espos ito : ''Th-ey are required , llke every o ther localo
. j

ment to spend money only to the extent that they
govern ,

have adopted fn the budget and have funds available
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in installment purchases, to the best of my knovledge.''

Gaines: î'We1l what about real estate, would you put a

DVE it : 'îThe 1aw would permit them to mortgage real .spos o

estate to the extent that they own itp yesw'l

. 
' jj ,. caines: Well then couldn t tbey, half way through their

!
existence, put a mortgage on for thirty years aud

extend thefr existence fffteen more years?n

' D'Esposito: ''They...mortgage is not a defined oblxgation.n

Gaines: îfYou just said it was.n '

D ' Es osito : ''No 'The word ob ligat ion is capitali zed and isP .

specffïcally deffned fn the definltimn sçctfo p qf -z-  - . . ..c -..=Vc<ftD=U Grèu ' u.p ..;eI r. m ' 7=..J=H r C -=' +.' '. .'. ' ' ''':.'-rzG ' . Tw hujqu .-.*--.G  .f.sAA 'ykr.z& .Av '>-. .:17 :lC LXFX
. 

: . = '* ax * ' ' - r z J ..t =

the B111 to include bonds and notes of the Authority.''
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many lawyers went to that meeting last night? And '

how many are going to be there tonightr'

D'Esposito: ''In response to that question in the Senate, I said

T thought there were from twenty-five to thfrty

people in t:e neeting. ITm not certafn how many of

them have 1àw degrees.'f

Gaines: ''How many that you know are lawyers?''

D'Esposito: ''I didnît make a count, Representative-''

Gafnes: ''About how many?ll
' . w * . .. . .. : . . .J. .. . : 'c n =  r

, . . - 
. , . . Fa - .

' 
. - . .

D ' E s p o s i t o : - ' '' Th e;r e w e.r e .1. aw.y er.s . r e p r.e s en t.in g . mth e pa r t i e s .' . '- m .' '-

in th e mee t in g : wh i ch in cluded Rep res ent a tive s o f

th is Chamb er . ''

Galnes: ''Who are paying these lawyers?''

D'Esposito; ''Presumably the people from the lawyer's work.''

Gaines: llAre they charging tbe state?'l
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D'Esposito: ''The state has retained a 1aw firm to assist

us in this work , yes . 'î
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lawyer for al1 state offfctals.''

D'Esposito: Hlhe Attorney General is busy.l'

Gaines.: nHis office isn't. His office isn#t. '1 can talk '

with himy why can't you? Hefll answer you.. If you .

' canft call himp. I can,land will. Nhat I1m say.ing ' ' . =

is that you have a11 these lawyers drawing these

Bills up and advising you-.as to wbat is and what

isn't. So whv don't zive thm rest of us tipe to .' - .

take it to our lawyers? I know some good lawyers.''

D'Esposito: HYour lawyers had the Bf11 last eveningv

i i ' . 1, ' -.Re p r e s e n t a t v e G a ne s .
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D'Esposito: HAII right.''
' . '=' Rv ' -*- 'v' -*'**v*-*%- J = . . 
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Gaines: ''So I dfdn't have time to go back. But anyway...''

Speaker Schneider: ''Do you have any more questions, Charlie7.''

Gaines: f'Yes. I want to know why they come up with thfs

Philadelphia lawyer...obligation and want us to take

it a11 in one night. A11 rfght. May 1 speak to

the Lady, Ms. Rohter.''

Speaker Schneider: ''Ms. Rohter. If M s. Rohter is in the

sound of the Chair...and she is. Representative

caines . ''

G a i n e s : ' ' M s . R o h t e r , d o y o !z .s j, y u. e... w :i. t-h. ..o-u t p a. y-? .
''

. * . ' '
nvv. . - .= === - . .....=  <=.= = = ==. . = . = z - . ol . . - ' . = ==J=  ' C ' k=''=  ' Q Y''-=2=1.= * - ' J

Roh ter : ''Yes Sir . ''>

G a i n e s : ''D o y o u h av e an o th e r J- ob ? ''

Rohter : ''No Sir . ''

Gaines: ''And how are you supportedg.l'

speaker Schneider: ''Charlie, reallyy I nean, tbe bonding

. is one thing...personal finanees is another.'' .
>= * r = =' ' J - * '. . x . . .. .x. . . .. : . . ... == 2 ' u .S. g N-.'.J.;.-. - r.y G va-V.
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h e ' s c o m i. n g f r o m . ''s

S p e ak e r S ch n e i d e r : '' M r . C o n t i . '' '

Conti: nllr. Speakery I think this is entirely out of order.

Now it's getting late and now if weRre going to get

' 
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foolish about this... It's. none of our business

how sbe earns her living or what her husband does

-' '. - . ' - - o r wh a t sh e d o e s .-' 'l'h e pk ob 1em . he r' e t pn i gh t ' i s th e . '

school crisis in Chicago. And I thfnk we are getting

a lfttle bit out of line now. I've sat here for
. . . . . 7 : . C . . 2 < F' ' ... . . .'' ' . Q . . ''' :

' four houès and listeaed to tbis nonsense. . I refuse .. 

'

- Z . . . . . .

to listen to anymore of this.''

Speaker Scbneider: HWe11: Representative Gainesy if you
. . . . 7 ' ' ' . . . . . . r ' - ' . .. ... . .''' ''''''- ' . - ' . . .' v... ' ...D. . 'ZV '
. ' ' ' ' - 'ust would you know get directly Fo' the quesEion 'J , y

witbout the .rhetokical notions I think we would be . .

far more advanced.''

faines: ''We11y the people in my disgrict waqt to know the .' ''x== ==a % %& ' P-L-IZCG L:GCVF ' ' ' . ...- .+- . . .- . - n =-= ' = - '=* ''u'M ' T ' - *W '-W  >
background of these people who drew up this Bill.
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and who are they responsible to. Now, Ms. Rohtery 
'

do you know what amount of bonds that Mr. Ferkins'

bank holds?l'

11 f 1* 'jRohter: I m sorry
, I didn t hear you.

Oaines: 1'Do you know what amount of bonds that Mr. Perkins'

bank holdsk''

R o h t e r : '' D o T k n c. 1: wh a t k i n d o f b o n d s . . . ''

Gaines: l'The amount. You were on the Board at the time

that Mr. Perkins' banky as I understand fty was

.. . - . . : k . .given an opportunzty to .purcbase...the.only bank-z'- - -

given the opportunity to purchase a serles of bonds

1,

Speaker Schneider: ''Are those school bonds?f'

Gaines: nSchool bondsy yes.''

Speaker Schneider: HSchool bonds. The answer is no.'î
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Board from Mr. Perkins' bank?ï'

R O h t e r : ' ' I s ''
;

''I there a' Gentleman on the Board from Mr. ... - - .- . - .1Gaines: s' 
j
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Rohter: ''There is a colleague on the Board' who is employed

b y tb e Continental Illino'fs National Bank and Trust Company.f'
. . .z.. ' * y : . . . e D - - . '' ' ' - ..' . . : . ' G a. i a e s i't . = ' ' A d ' t h e y ' e n=d 'e d u p w i-t h ' ' t h 'e ' = b O Ii Y S ' ' T h a: n.k' ' C -ki-' 1 ' ' ' ' ' : ' -' rl .. y.o . ' . . -' .-=.'

Speaker Schneider : ''AII right . Thank you : Representative

G ines . N'ow Rep re s erfta t ive Bullock . '' '. a .
. . ' . ' . .

. . . ... . . . . ..
' ' Rohter: î'Mr Speaker...'' .

Speaker Schneider: l'I'm sorry. Would you like to...''

Rohter: ''T thfnk that itîs instructive and useful for me

. to indicate to the Members of thé House that In ' ' . .

every issue relating to that kind of a vote, my

colleague abstained on the grounds that he might

very Well have a conflfct of fnterest.'ê
'. .'. -.= ;. . vw . ' . . . . . . - . -. ' r J .< . Q ' ' . . ' .,u .T'PA -Q -Q r '-reefrfz-r 'Ux'k'G''lc m  ? .-F . - ..-=- i.--=.= wwvl - -'.-<i' '. = - '= ! - ' '..= u-==...'a= '--= rt- -' --'- '@- L - - = D==Q RJ n '.. . . . '&n t h; - . . . x - . r'-r -%<!' .. -4v-zr

Speaker Schneider: Hlhank you. Now, Representatfve

Btllloc1-..''
= . -'.;.*L';7-g i -.'Fo'' d--* 6 --#= qm 1=.==a n-ïv-' q.G=- xawu'%%. u- . .'- n= =r--t=..#-x.M=.=-- ..@z= = ' ' . , ! * ''.'a,>'-sf.as=,y%c.'..,...= ,- x . & = =- =-=.'

Bullock: ''Thank you, Mr. Speaker and Ladies and Gentlemen

o f th e 11 o u s e . . . f'

speaker Schneider: uuho would ybu like to direct your

questions to? khich of the various Members..-''

Bullock: ''Wel1, I understand the little interpretation of

that, Mr. Speaker.n

Speaker Schneider: ''Pardon.''

Bullock: ''I understand the little interpretation of who I

would lfke to speak to. I was merely addressing

- . . =Yï, T U . '' . ' . . . i'U  .. - - . -. . .. . . .- . .. - . . . c - - . . - . 4 .. -- - - -< =..h C jj j. r . . -- . . . . - x- az'.'.m - . . - . - ........- -
. - t 9 a r . . - - -

speaker schneider: ''0h a1l right. Proceed.''

Bullock: ''Perfunctorily. I would like to ask the President

of the Chfcago School Board, Ns. Rohter, fs she

might step back for just two questionsv''

Speaker schneider: ''Thankss Larry, I would apprecfate that.n

' . - #, - - Y- ky1J .. - a . ' . - - - .. n.zv.=. . : x . . .Ro-  vh-t-.e J.J.. xu..-.. . ..s-x  cx--xW rk.a- -.a.s= = Fzvs .' ..w-...+.- ,...=. -. a.usazss-x' msa=. zs =rv. azn-lz'vy).=.:-. .ss ' = .- n' ',. .-w +. '.. .7 ; '
L= ..- ,- .c.*.w & . .. o re...r ... œmr a-  zx.o . .xvyzu.m  a u.usm. > . uug a
.. . ..-k '.-, --.es;'-' ' --.*.:.:-..:0--- ' $ .>. .v., ape7'''.'ku 4 valz.b:l%:f. 'o rA1 1a..>- et 'l.z. .F. -.s-----rt.tt-erlea'z'divam'eu ' ''miifct?àu.' ''SrJ.' :qu'& L '2= -=7- ==' w='==:' -.- u - . .= ; .F! - > .z=.---- -  .- ..- = ..i -: --.. -- vu-rwt','.rc :r.a.. 'z.- w .s- - - - - . -. . c '-X=- .. ' a4 es-=-.'i r: 4 lt:z:y ' - 
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-
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. > ,.irt-.:c yr.....J., kswe,tt2 - tq:.c:' rytp. .zz%=. : .- k,z. s:;.z.m. .. f , yi=.- 7- .c uraR. bu.lbz..<.z.5u.. -.=v :#,z-'.ti7.. --.e 'ov .uv z=. r' .t*:rF . X x ' -. -.. ... s . . 
' *'
. 
-X. - .' .. +:;.. . z=r.. %..t ;-'-'' ' .-. '.Qi=. ...,

-. - - ;' T 7 .- x' . g. r . . .' . J Y . n - - ..... -. . ..- .. . . . . - . n)i - .-. . ....... .v .. 4 . . w r.k.. . . . .
- ' I think evt d hour is Roing nigh and most of us would

like leave, so time really does not Permit me to

ask a11 of the questions that I would like answered.

. . - - - - I d i d o p p'o'r t uni ty e axli e r t o s p e qk wi th Mr . P çrk i n s
- -. ': . . . . . . ...

E
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outside and most of my financial qùestions were

answered . So the two q ues tf ons tha t I ' m cancerned

' 
. . -. -k. ab ou t.-r e..1.:. t-e.-mo.r e--jto.. B<zar d .zpo.lxi.c.yc-lnd s çh.ow- the. -

Board conducts its businessy particularly through

. the office.of its President... Earlfer this evening,
- : - . ' . . . . .. ' .
. in res'ponse to the Representative from Peorta s

question. as i t relates to the lack O f f unds coming t o

the Chicago Board as a r e sult of possible federal litigatio

' ' ' arid a d e s e g f e -g-à t.i o ri ë s u i t,J ' . n  é '-q ti e-; ri öft 'wà s a s k e d . -. . . - . . . . . . . y. . . . . .. .y

and if I have my notes correctlyv I think part of

your response was tbat you did not discern any

appreciable benefit to the school system from such

-  - - .- = .= - - . . ' = ' W ? ''-W- b7 -''- v - =L 'r ** = -=W. - '''-+ - * '- ' - ' *é polfcy bellg pùrsuéfy i-.é., the dèsdgregatzoh suiz.

Now I wish if you mfght perhaps explain to usy is that
- m>= A: w=oEc=:yor mwvi.=a rp .es . r ..i. . -.-< .-u =4 l= . .=w.. w-u-Jr.+= .- .- .r1m. . . ... a=-7.'ra-=%&=.G - . av..r

a statement of poticy of the Board or is that a

personal observation that you are making at this

time?l'

Rohter: ''I think that what I said was, very little educatfonal

benefits.''

Bullock: ''Could you embellish upon that, Ms. Rohter?''

Kohter: ''We1l, I dolz't kf&ow exactly what you would like

to hear from me. But the questfon as I remember.#

was, 'lmt would it cost?f And I said, êuntold millions,

-- -  . . .-. ---  - . . . --. ....-- -w i th v e r y li t t 1 e . e d.u c a t.i o n al-.-b ene.f f. t .. !. ..- T. h e r e -1. s w . .. L. -.. -, . . --.-. ---
. . . . -. 

'.L . . . . J ' ..

nothtng to prove that sending anyone anywhere does

anything for them except to fncrease tbe transporta-

tion appropriation in tbe Chfcago School Board

budget.''

Bullock; ''Then does the statement necessarily followy and

. ==. - =. '. -- your'obv.ipvsly an excellent user of the English . . s.-
-.. .,--.--, . .-, ..- .-- - .-- -.,....-a- -:c..- --..- --.,---.-- --  . .,.-. -..-- -.--.---- .---,,.-..--

.-. -..-= -' --%.-.ea vr-=oe--..-t .::. :(. '.'G -i '-. -'ukvI-us. -r.e- .? -. .-.a. . . . .- - - c . . . -  . . - . - - - - z. .-. . - - - . , . .. .vr x':8:z.t'c.-.- -.: - ni=  FCC' p . e .....::7. rl''zrm  .' . . .'M ; Qz s .
s>' ..r.bvj.ou.. ... . . n l ' '- k. ....uer. sl:-aatg-k:. #-%:e. . .= --  9.Jz*cbc,- . sLu:rv. X'#a-die.t ..x-e-'Wef4 mKi ziö'q.. eB.= -H -. - - ' ='zs z. ..

. . 
'ù. = -t%w.

..- .=X%. - ' ='p f, - = zmzisca.Ytal <- . - =*' J tJ=7=.S:V@? - m7 um'' ' .*' M' W ' C'X7.-4,... vawrtex-lwp.. e. = --=-- --.e-=.. u .:::!sq..-s-=:.2U:X.)'crr-..g;r.RQ: m.-vs v x.m-:.ac :==.= w..'.-f:-frzw .. . - = - 74. ,k.r-n3-. zù-....zv.'-. -=..- a . ..-w. .. - . .,u'au .. u w--.a-wa ... -o.;.i..c7'...a . navut4-1' ..... . .,
'.Ls.....-.rs L .r a' s- . . -. - . . : . .D . .- . =- -. .. - -.x... .< x +z ..a uzg vx ..w '<j ,x .0. i o g ya w.' 4 q xz . r g m .j.; am . y..yj yy s v. J 'rj g e g r a k-.jycj rjy . .@ - .w) y we - . .. , . . v ='.

public schooled integration, does not necessarily ' '
I
!enhaace the quality of education. Is tbat the E

os ition you are spousing ? ''1) .
. . . .r 'J ' k:

. ok-r- 1 - 1 0 - 8 0... j; . eT ...''x+ . ,6 '.. . . . G E N E R A L A S S E M B L Y .
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Rohter: 'Qntegration, per se' I don't bel'feve it does

any thing f or educatf ng . . I think educating does

' 
..u. .au: - '. '' s ome thin g ''f'. trr .-..ch :irldreri'..--'-; --B u t' ''t =d''o'n?' t ' kûow th a t ' . . - 

' 
..=z 

' .

anyone can Prove that who sits 'next to whom has

b in '0n What'learns '? ' ' ' 'any ear g .

Bullock: 1'We11 unfortunately, Mrs. Rohters Iîm fr'om the '' . .

Southern part of the Unfted States and I am a

product of that system of integration. And I think
'it hi hl- f it ' =1 - ''' - '' ''--'qu e g y o . thlnk that ce*tafnly mihorities

benefit from that and I hope that one of these days . c

that representatives of t%e majority vfewpoint will

also accept that posftïon. But thatls not for our
u- @.- ..r.z=G= ' Y .-:v -.'. ' ''V .ayr z=- ..mZ jj8e w' ù''.j ..JL 5=?ZSF-CF#a ?X..-.LU..JLUJ. ' .1r'./.=+77+4 -% <u=''L.-Z.'# .u= z Lc 4 TTPA' V'WWQG M -=œ ' '*-'* *-i . - . ...- r 5 = = T = =  .=

discussion here this eventng. Also I understand

- .sc k.p./zxvro.'.,avsx..s: ..-aga:.!uzzs-=. musrkn-i---s-.enatty.,- .t-h-arsze.i th e 4. .e.h o R o.+pe.rpz vamx.dwoc<ovt hcç-ltqytustvucawxs..o ww =.-wr.,t!
has retained counsèl for this new Authority. general

counsel and bond counsel. Is that a statement of

fact?'' ' .

Rohter: nFor the new Authority?''

Bullock: ''Yes.''

Rohter: ''I couldn't speak to that, Sir.î'

Bullock: ''Has the Board of Education contracted tlte

services or has the City of Chicago contracted the

servfces of a 1a= ffrm of vhlch Mr. Don Rueben fs

' Y X' v . - . * . ' ' - - - - '. . . a F t o f 'X 1 ' ' . . - ' ' ' ' ' .- '--  -  - - -... 17. - . . . . . . . . - . . . .-- . -. -. .-- . - . -.- . .= . -. : .. .-

Rohter: H1 couldn't speak to that, Sir. The 1aw ffrm

engaged by the Chicago Board of Educatfon for this

particular issue is Isham. Lincoln and Beele.''

B u 1 l o c k : ' ' H a s t h e r e b e e n a n y a f f i 1 i a t i o n a t t h f s p o i n t w ï. t h

t h e Ch a p ma n an d C u lt e r f i rm ? ''

' ' -R tl e e r) :. ..!'aLW ' .r..h tlte' t-.B+à:-' r d el.o F:= E'H OY tl:L'.b miil!!- t-ah'i iv--k s P'.!4.e.7-11 .% L- '. - * P , -- .w. v. .= *-. . L . . smm.u . -. .. --.- -- ' - - . -. K..VQ-'.Q k....r:l .- '- .. '=r . * 274 '. r< ' ' ' m QY *W .* '* wsk .-.4= . -  nA- w.c.uk== w .w.a.W......= -=..=.;.w  -.-. - .cy . = . - . .. 1- '. . '' . 7 a =S.. - z. * .- . . mm ;. . . ......j .. js g m. .... , W -g. w  .m.. .t g rwwww..r.gx eev.r7=.s.m.. s u . . u . . -.. ... ...-....rzx. .-n..w... .- ... sw-mr...u. . . x. ur. .. ..sm.., -.'r- *. ..:..p g.... m.xmz x . J. . . w)o.z...zJ:...g rr. ., -- n.X n ....w.. . -. w.. . . w - .=' m-.v m > . . . . . .. . : .....z.w. .z. q:w .n-.. x . . . . . .w -. . . .. .x nuu z+ ... yys-a .x. . - ..= .. . .
.J.' .u.Q : J . . J - ' -- . e''- ' = . +' Ra &+-. . nt- ' é.L . - . w w . w . .>.*-..a. . >. - 'ra--r'- . p - - . . . ; - > zv'av.o v u....l. vm K .ru >. -% .ia - . u.t.w . t:. . - - u  s wkrz'u .u ckr .>Y z. = u...: . nn. r. . .. .=v ai,mmxoxw.s: . . ' x- ; u -..... w xzmass=i= wtz-cs.sy. .r.w .,znyz.uxyq'.uh..: .'.g,-uJ g...y. r-jspy..ks' : r' ='-JT.. . ...7e, pcyw.' xvsws . .. j ., ' : .z . , . . .. .-.=r. .x.=iiF..r:#&tr%. w-... c.. . .- .. - . z .u= .-. . . 

.5 c vwuzc .- : .,. = .......ccu. . .. . . . . . . . . .- o- . - ;: . . - .
. b a i 1 - o u t$ ' 'p r'o p o s a 1 7. ' ' . .

Rohter: ''uell I w-ould not charaéterize ft as a bail-out.
!

But in this financial crfsfs, Chapman and Culter has .

-  . not been in touch.with' the Chicago Board of.Elucation. s-w :

..;-;(-x o 1- 10 - 8 0
t' ' * . 
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I can't say as f'o whether chapman ànd Culter has

been in touch with any of the other principles.''

- ' ' ' '' B u 11'o c k : . '1 0 k -. . v la s t- , u e s t J. o n Ms '-- Ro h t e r ' Wli e' h . t h e' ' ' ' ''. . 
. . .. . a y . yf.y . . q. y . . . .

first reductfon occurred in the.Board's bond rating,

what actfon was taken by the Board at that point?e'

O r: wa s t h e r e 'a c t i o n' t ak en ? î' ' ' ' ' ' - - . .

Rohter: 'Q do not recall any specific action that was

taken at that time.''

Bullock: ''Thank you, Ms. Rohter and Mr. Chairman.e '

Speaker Schneider: ''Representative Huskey.'l '

Huskey: ''We1l thank you, Mr. Speaker-n

Speaker Schneider: 'Qust one secondy'Herb. Representative
. '.%.ww-'- .'* += - -. . .. v G.JJw.GG.L.K@F'+F..2Z.G.7l =.. = . y .x'mLU% . .:r r.ky =.-.7an. . x..u.z=, - J rrs. uzt-f. ..- w Z'.;L . r - Mrr-..wm .w# ..:7.=ïT. - . ..W ..- -. . - . . ..*.

H u s k e y . ''

...e.4>&-n=-.ocN> xx.= . . ll.u.'ak'ekye-'-'... -=. 'AW e'l.o-zr.th &pkz' ryvq.tyce.rs wLfn' n41s:'. r:Roh.4 emvy.Mpttt.(1=.. G ay-u. .v .cgrvuz.w=.x:.r$e. z-mcv.=.,gg.-w

1111 save her a couple of steps back.'' ' .

Speaker Schneider: ''Ms. Rohter, youîre back.''

Huskey: ''Thank yous 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

'iiaviug a litzle eyesight problela in your left eye.

But getting back to...''

Speaker Schneider: HNever in my left eye.n

. .. . . 
' 
..- .--. - . - H u s key :- '' Ms . Rol4 t e r , D o c t o r, Cr on i n t e s t.5. f i e d t b a.t yo.u-ll ad-- --- -=.- - -.

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

'- 
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' Rohter: ''Right.now, T believe, it's at about four hundred

and seventy-five thousand.''
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Huskey: î'Four hundred and seventy-five, an'd fs that a

reduction from five hundred and fifty thousand?

' ' -- - At what po rtrn''t 'd'f d you-lrâvè'' a f f've .b' undred atîd. .f i f ty. . . -. '' ' -

thousand enrollmentr'

Rohter; 1'We1l over the last few years it's gone down

' aboue fffteen thousand per'year. So if I.use that .

figure, it would have been five years ago-''

Huskey: MWas the Board aware.or had they beea...had you
.. 

' + * - ' - -

.. . . . . - . . ..- . .- . . y : .a
been posted on the enrollment of the...of the

decline in tbe enrollment from the admfnistratioa?'l

Rohter: ''Yes, every year in the fall there is a report

iven on the student enrollmqnt.''
' ' = * e ' > ! w.uv' .J* ..w s. Nrwzrv-v.o . ' 6. -e. v. . . .. .u.....yw< J'u- r.=. .' .r..uX ' ugu' .ac r'. --.u.== m =..m .-. wv =..... wccz .ux.. w.,. .. ...x....=..=. w.-- ='.''-- - . k.=.nE.-v.

Huskey: ''We11, did the Board make any effort to try to

' >-.7Tf' Aq..'lc-'' ==we'-==' '. ''u%.ai=.F=z=<J,sw rxe.t1a:e.oeqtlte'.Nx.mDiî.a te-.o f..=.- paqpeco nnei-ai- mhrr e d.uq.% i a.pscvapd '-.' .= .--aw .w. v .p-..-..u ..

' 
. . .

close the school rooms of the....of the reduction

of the enrollment?''

Rohter: ''Earlier thfs evenfng I was asked that same

question. And the answer given to me when I

addressed it to the administratioa was that it is

not possible to reduce the nuaber of employees

because the enrallment reduction does not hc.ppen

in groups. But here and there and it does not

significantly effect one classroom.''
7 .. . . . . . . . . . . . '' z. =. . J. * l *. '

'' D o u'v:f'èe'l ' now 'tb a t.i-my'o 'u . mayb+ ' . c a.n . f .ind- a. zme th o d. . ' . ' = '
' ' '' llu s key : o . y . . .. . - . . .

o f reducing that . . . the clas srooms and the personnel

t h a t . . . th a t . . . t o g o a l o n g w i t h th e d e c r e a s e i n th e

enrollment ? Do you f e e 1 that the Board can do th a t

i t h o u t m a yb e f i n d i n g e x t r a e x c: u s e s ? ''n ou 1:

Rohter: HI think that the Board will have to do it. There
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Ms. Rohter. As I said before: you'are a very

courageous lady. And I would like to have Doctor

' 
, . ' 

. .. .- u C r o n :i. n s t' qp.-u. p . . .if , 1 . %o. uld ,. . f o.r - .ae u s t a - m o p e n t -. t'. ' .- w . - = -

Rohter: 'fThank you.''

Speaker Schneider: î'Dfcky do you bave a.u.yeahy well see,

' 
' ' 

' I h the lights that'remain are Braun Mautino. . aVe ... , y .

and Dunn on the Democratic side. I believe: Johnsonp

Vinson...A11 rigbt. Mr. Huskey directed to Doctor

rOn n . . - ' - '

Huskey: ''Excuse me, my light was up. Doctor Cronin, am I

correct in your statement that theré are seventy-five

thousand fewer school children in Chicago in last

-'- 1 f t ime ii'X' ' ' ' - -. ..how ong o .

cr'onin: ''Five or six years. Ms. Rohter J'ust verified that
75* = ' - = Z TJS UJUZ Q=  =  L L-L ; I ' J = ' ' ' ' ' ' *= '* œ u 'v< ' -e ' * -'M' - ' *G'X' '' ' M*. ....Q .-77- =-4=Y QV= ... : -v-  .7-V..- ' -- - . - . - -. .> ' m' m' '*' '- *' - *-

f i u r e . ' '

H u s k e y : f ' I s t 14 a t c o r r e c t . ' '

C n i n : ' ' Y e s ' 'ro .

lluskey: HDoctor: are you...are you in power to audit the

Chicago school system?''

C onin' ''No ''r . .

1! u s k e y : '' D o > r o u r e c e iv n p.n a n n u a 1 r e f ' o r t o f t h i't a t, d i t o .ï'
' 

the chicago school system?''

cr onin : ''Yes . ''

. . . . 11 u s k e y : . '' D o y o u s t u d y :l. t c a r e f u 11y ? '' ' - - . . .-. - ' ' =x . . ' . -' . .

C r O n :l. n * #' X e S ' '

Huskey: ''Were you aware of the failure of the financial

plight of the Chicago school system?l'

C r o n Ju n : 't We j u s t w en t o v e r th e l'as t two audl' t reports very ,

very c ar e f ully t o s ee wha t kind o f r ed 1#. gh t s , wha t

. .. . . . k i n d o f w a '17..n,.-4 n wz s i n n a 1 s iw e r.e . t.h e-r'e . .- '-T h a.r ec . w a s . .'' .- .. ! . .=w .. = - .
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' I' practices that wero not according to general ' '!

accounting principles. But the immediate supervisory
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a11 with the Chicago Board of Educàtion and secondly

with the Mayor and City Council, who are mentioned

in the statute as gettfng the audits before they

come to the County Superintendent and they are

sfmply filed wfth the State Education Office.''

Buskey: '%o you have no Jurisdiction in that other than ' ' '

to lust revfew it. Is that rigbt?f'

Cronin: ''Yes. The only jurfsdictfon I have is to review
' - - federal programs and'to audi't thosè, whfch-wp -dp . ' ''

very carefully. And also to audit the flow of

state monies ln the Chicago schools, which we do

' 
each year, and when we find discrepankies we deduct

=.---:12/7=::-*= -:,-r1% :2 . .; ...=.tL. ... .2.- trh '&.c m b n i e F- Pö-F''''of-a K-e'-T' =' n e ' a (1 J 'ù S t m e n.L S n e C e S 'S a r y' . ' e

d O n O t h a M e t h e o v e r a 1 1 a u d i t r e s p o n s i b i li t f e s . '' '
' ' ' = - . '* -WLXv:==W ' VX'X Q'H 1 ar V 2-...W w'VV.2'-YSV  w'a-v-.' = 'C='M=u- -'-' '' '-- '' -' ''' c - '- ' '' ''-- V- ''-.='=W  * ''- -*-'W ' =v- 'X'. . rH u s k e y : '' We 11 , D o c t o r > d o y o u f e e 1 t h a t i f y o u h a d a n

article...going by an article in the Chicago Sun Tfmes

by Roykoy do you feel that according to Royko, that

if we had a board...and elected board of education

in the City of Chicago that this would have never

happened?''

Cronin: ''Wel1 the Clevelaud Board of Education has au
' . 4elected board and it's in a very similar Jam. I m

not sure that either method would guarantee a

bankrupt proo L-city school -system.'' ---. . - . .

Huskey: ''Would you favor an elected board...versus an
' 

yjappointed board?

Cronin: '1I think that's a decision for either the people

of Chicago er the General Assembly to make.''
I

Huskey'. ''AII right,' tbat's a11...Mr...Doctor Cronin. Thank
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Speaker Schneider: ORepresentative Braun. Tfme is up. Who

would you like to address your comments to?''
. .. - J ' .

Braun: ''Mrs Rohter please.''' '

Speaker Schneider: HMrs. Rohter. Anyone else be of help

to you? I tbink wefre going to...she#ll be along... . 
'

. jy jk 11 '' . . . . .s ow a mov e.

Braun: nShe's not here?ll

Speaker Schneider: ffWhy don't you sit down, Mr. Walsh.
. . . . . > . '. . . .. . . . . - ''w. . .. . . . . . . ' ..

fnseead of arfslng. ' Very shortly. She's on the

phone. Would you ltke to ask another of the witnesses

a question?''

Braun: MWell yesy Mr. Van Gorkup pleqse.l'w -. ..-. Jcs':zusxsxuqs-rur-ss: r-yuoto.-ss czz--ul- m;.z - - .' -.? . x.=-.- - ' . . r.t.- -- .-=r..v. : . .-
'
.n. . n- .. J' a-'.e- ,= n . ..'-....r.-,c--4. -a--'%.a---,= -k= ..w= als.'zw' v- >=-.-.Y- -' Vt' . .. .- . - . . . . . . - ' - -' * -' ' . . .''''. -

Speaker Schneider: HWe will get Mr. Van Gorkum.''

-*-.'.Q: k ''.-f .r-7c...2sW.7#.'''i : .% Pan 'f o'rk'u Q. :-u' . ''' f e's : ' .--M ad am zn l ' ' ' M %M#A&='TH=LH-T=.-'=nz.'F='è3-== * -R @'m *C== LU-SVPVQR C=! =-' ' ' -:

Braun: ''Yes, Mr. Van Gorkum, I know you are tired and I

only have a couple of questions.''

Van Gorkum: l'Okay.'' .

Braun: ''In your opinion: Sir, should not the present Scbool

Board resignk''

Van Gorkum: ''l have no opinion on that.î'

Braun: ''Is it not normal practice in a reorganfzation of

this sort that the management team be responsible

or at least nominally responsible for management if

- 'called upon to resfgn?n- ' - ' - '-

Van Gorkum: ''Well, if I...it seems to me that thatîs a

decision to be made by the people of Chicago. 1he

School Board directs their school system. If the

people of Chicago feel they are fncompetent then they

should call for their resignation. I have.- l an not
- = Wr Q' *' ' ' '
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that people like you know much better than I do how

well or badly they perform...because you#re looking

the uality of educatlone'' ' - '. .' '-*' - ' ' !. at . q -
. : - '
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Van Gorkum: ''And I am not. I'm looking at...have they got

enough money to keep ehe schools open. So T really

have not concefned myself with, nor am I qualified

to pass on, the quality of the schools.''

Braun: ''Mr. Van Gorkum, are,you confident that the present

Board .is capable Vf making management decisions

consistent with the mission given you in this

legfslationr'

Van Gorkum: ''Qn the financial area, we are going to leave

lfttle to their discretion. 0ur authorfty 'very

' extends to imposing on tbem, if necessary, given .

. .. . -,c= == .m .: n, . m=xvv xswwraM.r- . xa.ew-ltoh.: Gr '-ws-co.q.pqmwtiqgs--cc-sl s.d. .cmz-t.t oxp'e c.toçt-mt. -. '-. . - .'.- ''-. .ro==v=g'

be necessary, but if so we wfll see to it very
: - . . . u . ' - . . s e.x .-awr- -. z-w-l. w. ...aaw uh- y ' . z.. y > ' ' - ' -- = /.'.. ' ' -.A laeal-w.zw * ' = M 'Q.

:e':c* uu . ; = ==L rr'=7'v':-7 xq=E 'tp r'-N'rf'e--o =>-U!=-=.-J. c' -.' - 'J z ' . Z== UY= ' ' ' . .- X - =:vr 7.7*7 - -- =XX'EJ
' . prompely tA>t aèwounting sqy/tems and other rep6rtlng

devices. including data processfng 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 tbey will find it very difficult to mislead us

if they wanted to.''

Braun: HMr. Van Gorkum, you stated earlier in...stated in

l an earlier testimony that you came fnto the situation

because of your concern about the school. That being

the case, and in light of the abysmal track record of

. - - . < . . . w . =
..w.. ...- : -.- . .- - .....- w-. . . - - ' - -. ' - ' ' - ' * ''*- - - - - e - ' *''-- ** - -thfs presènt Board, do you noi think. Sir, that it

would be appropriate for you to reach some coaclusion

regarding the competence and the ability of this

r e s e n t B o a r d t o c o n t i n u e ? ' ' .P

Van Gorkum : ''We11 I have a . . . I have an opf nion ab out , 1et ' s

s a y , t b e t o t a l e d u c a t i o n a l s t r u c t u r e f r om a f i n a n c i a l
. . . . - - . - :c- .. w t . : ï . . . .
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educational product that they have produced. That's

where I don't have any competence. I would...l have

..- ..- - . - -  . . - -Q 'Z . QS û C ' ' ' ' - ' ' ' -' - ' '-'** - 'nb authority tö change the Schoöl Boaèd é sEruciure.
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always amazed holz this happcned. There are a few

systemic problems involved in the School Board.

The School Board is selected...nobody on the Schobl

Board is selected for h1s financial acumen. He's

. - . selected bccause he .eït.her represents a. sroup, a .

fairly substantial group such as labor or something

else, or because he represents citizens who represent

. the children in thevschools. I can well understand, . . .

for example, the Blacks interest in having a...B1ack

People on the School Board because ft's thefr - '

- - children who are in the schools. So the people that

' ---= - -= ..-.;. wr' . ' ;....... z-=' u u. p q - t.h œas > -1-R.e.-..r.1. =a.x.e-,rwalix.ay.u e. ' If 2,.-..t œ..b- e .z.. .u,w .. .-= . ...= --=

selected for reasons other than their financial

. -. ..k.m . . . . . . .S . - - - - . . . - . - -'a .- = - . . ' =.' l - - . N . ' ? ' ' ' ' ' =.- . . w t . . . 7.7- .'& ..J . Q yEy g%%- J C ko - > Vg .g - Fja a . u g e F(k a t.VYZ. 'Fjj'r w r Z Vvg o - Q. Q - . -G  - ' L- ..- -L Y' @ o Q! C O u u .. X y

always be chosen because he does not.- because he's

an educator. Hopefully, he's the kind of educator

you would like to bave. But whether he is or noty

he's an educator, he's not a financial man. Thirdly:

you have an accounting system that the School Board

uses and all School Boards use which fs very complfcate .

It's more complicated than the accounting system I

use in my business to run a worldwide operation. You

give all these things, aad I have to start from the

.- 
.. . . . . . . - . - . . ..- L .

beginnin; 50 Pattéf hOW We restrucDure LRe DCR0OI

Board, I'm stfll, from a ffnanclal vievpoint, never

going to have on the School Board or fn the

Superintendent's office somebody who is going to be

' very helpful to the financial situation. That's

why the offfce of...the Chief Financial Officer

I.V .v =.s.: ..# J. . .- . . 4 .c . - . ..;, . '. = .'.u. ' 2 ' 'Q * ' . : '' =' 2' ''- ' - ' ' 7 . ' '
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to make sure that we can determine who is the Chfef

F i n a n C i a 1 0 f f i c e r . S o , f r o m a f i n a n c i a 1 v i. e w p o i n t ,
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reappointedy let's sayy that we could expect that

their financfal 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 achools. You

can't get perhaps both sensitivity to educational

. needs and financial talent.fî .

Braun: '1Mr. Van Gorkum, were you aware that the former

Superintendent of Schools, Mr. Hannons had proposed

to the Board of Education specific cuts that they

did not carry out?'î ' ' '

Van Gorkum: ''No, I'm not aware of that. I am also awares

howpl ersnthat.. Mr Hannpn I#ïç npyer met Mr. Hannon ..
- - - - utu,..s.:- ...c= r. l--m-... . -..g=-.n -z.zu...----.......e-...--- ..-. -.u r :- . -.. -... .. .- :.7 -w..:-Au..-::m.=.;. ...-..Jz -- u------au--c -.-.- ,zu...-.a=- -n-,x.:bu----à-z.un -.3...--u.. -z - - . . .-t.ga.n-

I have no opinion about him at all. But I'm also

' nqf .: v-x.-z+>-uciae'--.zee  p ae-' .=..u'. Jéy..e.'è...sryra.hy-e r.miha'em.-p..:êop/.se tW . èo = re h e.;>'B u a r de t' 1ltl d Lczh a d=.'p àrs'.s ld. 'ha*.-=.-.' ' - ==. -u. o scr..#-.w-.yyg,a.

budget that contained in it a hundred and fifteen

million dollar deficlt.l'

Braun: î'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 realfties

of the.- of the resources available to the School

Board and that the School Board had turned fts back

on those proposals: would you then have an opinion

whether the School Board should resfgnRf'

- V a n G o r k u m t '' N o = I ' -$z o u 1 d n o t-'z' ' - A'g a 1 n ' .Q y' o u ' r e '' t a l k i ng ' a b o u t . '. ' .

. . .1 don't know what influenced them in making that

decision. I start with the premise. in other words,

that we will not have fn the School Board and caanot

expecty given the other things that we really want

them to do, that we will ever have a group of broadly
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see any reason for you and I to bandy words around.

I assume you're dissatisfied wlth the quality of

' ' thœ schos'#é. most Blacks are that'l know.pr ' -- - ' '
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It y '
Speaker Schneider: A11 right. let s give the Membership

.. .1 mean the questiony your attention as well as

. lf . .. 'the response. ' ' ' '

Braun: ''I would dare say, everyone who is a.o.most people

who are consumers of the product produced by thfs
. .. 

' . q
partfcular Board of Education are dissatfsfied with -'

it. But let me ask you this questiony Mr. Van Gorkum,

under what circumstances would you suggest that a

Board ' o f Educat ion , tha t the Board i t s e lf , would' ' '' '' ' -''' ' '

b e ac countab le f or de cis ion making . . .that f luidness repr'es nted

gross mismanagement of the finances of the...of the

s s t e m 7 'fy .
=izk..f- . e' A ... . . La .. .=  .= . . . .... '- . . .. -. ' ' ''''-**-'' - ' ' ' ' ' '. . - - . u-.=w v xv.w @i=.:ïr- w-c.crc-eH r..,w -zr = kf . -.Jsf:u.s.. =a -. . .. c . nm ccsz... . . - - .*- '-c .- .-..6S... . .. ' u '' - .' M G kum: ''uell 1' suppo-se those people- - it would let'san Or y . . .

p u t i t: t h i s . w (! y. . w... ''' h a t !- g.z t h ç 1 u d. g 1!! e q !;.-; t h ea .. f? e q p l e .
===. =...-. . .. - -..- .- . . -.>=s.wv .--= ==  -.. ..-m .. --w=-.gav.-==-Jg .J 'R.=v-sg',-.=,..5.r .,-y. r .z .s-mcn.-zr,lrv-. mJ. .. ..-.v= .= . ='.e.t- . --k a. Lv'vvDvùr..v, . .,.'.'. .' --. ..*.= .r.- -p- '. .y

of Chfcago has to make about their school system. If

they feel tbat the...letls 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 dfsmfssed.''

Speaker Schneider: HFurther questions7u

Braun: ''One last...wel1...I'm tempted to ask you, Mr.

van Gorkum, if they were indicted would you th ink

they ought to resign?''

' ' -  - V Gorkum: ''No 1. r'ob'ably wouldn't IVm this 'ob ts '' '*' -' %-a n 
> p .- . . . . . J . .

going to be hard enough, Ma'am. And I'm not going

to crawl out on a limb and try to decide who did

wbat i'ntthis 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
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then what? There is no limity as I understand it,

fn thfs legfslatfon on the amoune of the property

t ax levy a'vailab le to tll e authority'. '' '

Van Gorkum: ''That is correct. It's limited, howevery by

tbe fact that we can only limit...only fssue five .
. . . ' .. . . ' . . 4

' hundred mfllfon dollars. So we can enly tax enough'

to finance five hundred million dollars. And the .

50 cents was arrived at on the assumption that 50
. t7 ' l ' . -' v - .-' 7 *u - .= --è ; ' J *-'

cents would be about enough. They didn't know if

ft vould be 48 or 52 or soaechere in that area.-Thatls ----

where the 50 cents arrived at. But you're correct.

Thqy.Vre taking an absolute 50 ceq-ts axay from the
-  .-  .>.zr . . .a - c -. ...-> w. .. . . - -=-. -.....w<..-a- . wl..=xr = D z m

50 cents, they still...they have that much power.''

Braun: ''So we could obstensively go into a situation in

whfch efther 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

servfce vfthout concomitant results fn the providing

of education services.''

' ' - G r k u m :' P:1 f i t i. o s t s ' ' 5 3 -c' è n t s -- t o f un d.-' t h e : e -b o n d s a: . - -- ' . -' 'u-
... . v an o -. -

a t ax r a t e t h en w e wo u ld g iv e u p 5 0 c en t s a n d g e t

53 so t o tlxa t ext en t th ere wo u1d b e an increas e . ''
>

Braun: HAII right. Thank you very much then, Sir.'î

Van Gorkum: OAII right.''

Speaker Schneider: ''AII right. And now, let's see...'ê
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' Braun: ''Ms. Rohter, wby bave you not resianed from the

B o a r d o f E d u c a t :i. o n ? î'
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Rohter: ''Why should 1?'' '

Braun: nlfell, for the reason that...l don't think that is

a matter of debate. In llght of the present

financial crisis of the Chicago schools, I ask you,

why have you not resigned from the Board?l'

Rohter: 'Q am not a part of the flnancfal problem.''

Braun: HAre you suggesting then, Ma'am: that as a ùember

of the Board of Education you bad no responsibility

for the financial mismanagement of that system?'' ' .

Rohter: HAs a Board member I have responsfbility for every-

thing that goes on there, but I prefer to vfew myself

as part of the solution and not part of the problem.''

,, 
' : : tùe noa'rd?'' 'Braun: How long have you been a mem er o

Rohter: HI've completed nine years.''

Braun: 'Qhen you were certainly tbere during the nine years

in which this problem developed?ll

Rohter: ''Yes, I was there for nfne years calling atteneïon

to the problems that were being created by the over-

spending and tbe overstatement of anticipated resources,

a c h a n d e ve r y ye a r . ''e

B r a un : '' Wh i c .1 g e L s me t o my n e x t q u e s '-. i o It . Y o u a z fh a ct e mb e r

of the Audit and Management Committee, is that

C O V V Ql C 1: S l î '

R o h t e r : f ' Y e s ' '. * . . .

Braun: ''And for how long were you a member of tbat Committee?'

Rohter: ''Since its conceptfon, about two. two and a half

years ago.

Braun: ''And wbat were the responsibilities of that

Committee?''

Rohter: .'Qo review the managment of the system and the
-=v-= .. . . -. :-w--...x w = --- .= = = .-.è w ..- -=s=.=' :-.-q ='.--. u...=. . . .. .v . .L . . . . . . . v 

' 
. vr-c-lvltraz-----!= .L .= . =  -w . -

I ? C jaudit reports. .
. ' 

. x
,' do as a member of 'Braun: And specifically what did you

that committee?''

Rohter: ''Now, let's see. The same thing that I answered
i

a11 of tbe other questions about that. And that was

X'LN 1-10-80
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to try to put into place a policy ùanual.for a

bfllion 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 tuo very specific tasksy

the Maaagment and Audit Committee undertook no

managment audits.ll

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?''
. .. >aw=

Rohter: ''0h 1et me see. We wanted to jack up the secretary's>

effice. I thought that the Chairman of the

Instruction Commfttee uould do vell to call a aeeting

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 a11 in my mind at this moment.n

Braun: ''Did the CommiLtee issue reporcs concernlag the

management and admtnistration of the school system?l'

Rohter: MYes when there were reasons to apprise the full

membershfp we lssued reports to them.''

Braun; l'Were internal reports generated within the Committee

for use of the Committee membership?''

Rohter: MFor just the Committee membership?''

B r a u n : î' Y e s . ' '

R O 17 t: e r : î' N o ''

Br aun : ''Memo r and a 2 ''
!

h t e r : t ' N o ' ' iR 
o .

B r a u n : 1 ' L e t t e r s ? ' 1

l l N f f 'Roh t e r : o .

Braun : 'fopinions ? ''

R hter : î'No . ''. o

. 
. . 
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Braun: ''How many such reports were issued to the full Board?''

Rohter: ''We11 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.''

Braun: ''How many would you estimate in the two years that

you were on the Committee were issued?''

Rohter: 'foh I really wouldn't want to hazard a guess.''

Braun: ''Try please-'': 
.

Rohter: HI beg your pardon.''

Braun: ''Try, if you wi11.''

Rohter : ''No I won ' t try when I can ' t give you what I think

. . .w. .=  . ..--.c-.:. .vrpvvould -b e--an-pc c.u.r a t @ f igu.reo. andu. .I. .:r e.a 1.1y--.c am 2-.t.--r eoaèl.. =1rx . ' - .'. .. .-: .'J* -U*7*D HQ

at this point. And I am not accustomed to gfving

u..,-.>m . =az=%-w'v--=rr-Yw 4 =' - Z .....4 - m - * n ''-k#R &' =wr:N rl X r e'V ' rl ' ' ' 'fl-'zg *VV wheo7 i dtvV YWbr Jh it x am talkzng about.

Braun: ''A1l right. It seems you didn't pay much attentivn

to figures at all. How often were...?''

Rohter: HI'm sorry. You're quite wrong about thaL.''

Braun: HIîm sorry, I did not mean to badger the witness, as

sqz say. llow often. were reports issued?''

Rohter: I'1 beg your pardon.''
' 

,9 ''Braun: How often were these reports issued?

Rohter: OWhich reports?''

Braun: OReports by the...by the Committee to the full Board.îî

Rohter: ''Whenever there was a matter that needed to come

before the full Board.''

Braun: ''And how often was that? Only fn crises or on a regu-

1ar basis?''

Rohter: ''I think you just asked me that, and I told you that

I could not give you a figure.''
j . - '. . ; . . . . ' ' -'. -7 .i Braun : ''We1l, I'm looking for a periodic description of the

times at which reports were issued. Ko, okay. Were

you awarey Mrs. Rohter, of the...that tbe ratio of

adminlstrative personnel to tbe students was abnormally

low?''

r-.7%  1 - 1 0 - 8 O...' 
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Rohter: ''The ratio of...H

Braun: ''Of administration to students ln the school systea.

Were you aware of that ratio? We've been ta'lkfng

earlfer about the number of administrative personnel

in this system versus the number of students in the

s s t e m . ' 'y

Roh ter : î'We11 , I think I called it to the at tent ion of the

f u11 .. B oard o n a r egular ba s i s . ''

Braun : ''Okay . You answered my next question y w'hich was vhat

. . .wha t d id you do wh en th at came t o your att ent ion .

Were you awar e that th e leas ing in property hold ing

practices of the system...of the Board did not conport

with sound bq:ïp:ei-pcqqtlces?''v . . ..- .. ..- . . . . * - - . xr  - ..c. -.. . ... . . . - . - ..a- --.- - . S.o.raxwxl=n.- iNa - =

Rohter: nWell, that's a matter of opinion. Ands as I

' . . ' e .o&  -  .s z: .r . &+-,#. .u d: . . ' ' ' ' '

' 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 l'ooked veryy very good. It's

like saying a house that you bought in 1952 was a

steal. When in fact it wasn't then but îs in the

light of today's real estate market.''

Braun: ''What, if anything, did you dc with regard to Lhose

leases? Did you...did you every suggest renegotiation

of any of them? Did you every suggest that the

contract be reopened? Did you.ever suggest that some .

other policies be undertaken with regard to present

leases?l'

Rohter: MWhat we did was review them and we engaged a real

estate research corporation to give us a full report.

Rut a lease is a lease is a lease and people who have one,

' ' ' - ' are not réally'too anxioûs to renegotiate tiem. And -

in fact, there were some people who came in aad

offered to renegotiate them on their own.''

Braun: ''Did you, other tban authorizing a study regarding

the leases or consultants to look at these leasess

did you undertake any fnitiatives wtthfn tbe Board to

Tu-a'rraxp 1-10-80
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correct the problems that you saw?l'

Rohter: HWe11 it's a question of renegotiating a lease and

there were sometimes when leases...predateds indicated

that there was a tine for reevaluation. And when

that happened, of course, we did and some of those

were increased. But more often than noty what

happened was that the lease arrangement decreased

because they were in an area that was now blfghted

,, '
so we lost more money.

Braun: ''Okay.''

Speaker Schneider: HAII rfght. We would like to give Mrs.

Braun the benefit of the answers kf we would just' ' : = .7r Luamz-r' =2= .D.1 2 . 12.1 J .k- ' L r. ==. -7;'J:-c -.z - .L.L - .-= =' -QL .s .z==. .a:-==.-r-r.= ..w..wr==.'..c.-wav4Lk.== =='=#' - -- - ' ' -*' ' -- -'* >,.= -.'. . . . . - . s

quiet down just a little bit. It is twelve thirty.

r.= -..= -v --. ' --cnuw-cH . ...=...xr,k-7.4., ...=J.C'JJrIëc>.1e:a> t h @ r e lvwvitl 1,=b e 7= .I= t.h.i n.k --â.a.vRe s.o-l-ù t'i on-=:Ln t-ro dauou . ' ' '- '# ; .

to do the kinds of fnvestigative work that I think

you are drfvtng at. I'm not going to cut you short.

I'm just saying that I think there's going to be

anotber arena for thatysand #ou will be able to

participate there, I presume.''

Braun: ''Mr. Cbairman, these questions go not...l mean. I am

not attempting here to undertake an investigation of th's

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 legislation, had as

a nembery as a nine year member, of the school board

fn precfpftatfng the problems that ce are nou

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.''

' s e a k e r S c h n e 1 d e r : ' ' A l 1 r i g 14 t: .' ' ' 'r h a iz k y o'u .' ' A i4 (i ' w i ff 1 M e m b e r s .P

p l e a s e g i v e t h e i r a t t e n t i o n . T h e r e h a s b e e n a

r e s u r g e n c e o f t b e p o p u l a t i o n , I d o n ' t kn ow wh a t ' s

happened here. Mrs. Braun.''

I
Braun: ''Ms. Rohter, were you aware that some of the vending II

contracts 1ed by the Board were abnormally expensive?''

IG'a-r'k-a 1 - l 0 - 8 0 .
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Rohter: OWe1ly yes, but when I was I want to make fe

perfectly clear to you that in those instances I

voted no. And that was not unusual.'l

Braun: ''Okay. What did you...did you do anything to correct

the abuses of those vending contracts?'' '

Robter: ''We11 what is open to one Board member to do is

to call tt to the attention of the Body, state your

objection: see if there is support for ft. And if

there is, of course, itîs either withdrawn or deferred.

But when the man'oritv of the Board finds it

acceptable. of course, the majority rules and your

obl'ections are noted but tbey don't have any real
. V'QR= Lr= R = = == -' ='-- ''*** v- *>--  x * = r =' b*=' '= m ' ' == = ==.-= = *-

e f f e c t . ''
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were used for purposes other than their proper use?''

Rohter: MWhen I read it in the Tribune.''

Braun: ''And you were not prevtously aware?'' .

Rohter: ''No that correspondence was sent to the Finance

Committee which was not shared with tbe membership.''

Braun: HWhich was.-.pardon?''

Rohter: HWhich was not shared with the full membership.''

Braun: ''Whose responsibility was it to monitor the transfer

of fundsr'

Rohter: Monitor, ff we use it in the term that I think it s

being used, it would be the responsibflity of the

Ffnance Commfttee. 3ut implementatfon of a Board

policy of course would be the administrative responsi-

biltty.''

Braun: 'Q 'm not sure I understand your ansuer. àre you

. ..n ' ' - .. . . . s u g g e s t i'n' g-' - tlra't . t.h e..-Bo ar d 1.t s.e 1.f . it ad n o .r e s p ons ib f J-l-ty , . ,. . .-..

With regard to monitoring tbe transfer Of fundsr'

Rohter: 1'No. As a matter of fact, what I just said was,
- . . ' j. . rj s j.b i li t: (j f t yj e)''' ' = - amonitoring I would v ew as a respo y

Finance Committee. But the implementation of a

Board policy, of course, is the responsibility of
J

......
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staff. That's what staff fs there to do.''

Speaker Schneider : l'One more delay . There 9 s been a reques t

f rom Mr . Collins to be recognized . . . and f or what

u r p o s e ? 11P

Collins : ''Mr . Chairman , we are here to consider legis lation

in the Commi ttee of tbe Whole . And so much of this

ques tf oning is f rrelevent . We ' re ge tting into an '

inves tigation of past prac tices of the S choo 1 Board

which we will be doing by a special Committee ff we '

adopt a Resolution. I think we could dispense with

a lo t o f this questioning and s t i ck t o the le gi s lation

that we're here to consider.î'
. =J:Qkr=' ' ' . .. . -.-- ..-û . -''-...'. '..' =ur>-.. ' .. ''czc- ''w!.=z:ue'--M-4a,2=Fi: - . = z-' ' z ' = '=- èr@G-rz(->t7'> '' . '/=.'''.' k - . a

Speaker Schneider : ''Carol: I would try to encourage you to

. -.. .- .- -  -.--- -.- ...d-o -. t h a t .ss T. x-k-ukj-oow.xy.pyq ehu#zœe ao rçrçc omxsoeoyx r.-- -k.g> ec  u. '..I .--..y - . . . <. - ..-.r -- .- -. . . - ... .. - - -...-.--.-  .. . - .--. lt-'z- z - . . , .. .D. --;- s.Jw --..- --

waited a long time and you are entitled to that '

questioning, but if you could just kind of address

the Bi11 as we always try to do in Committee-''

Braun: ''Mr. Chairman, 1et 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

review and comments on tbe substance of legislation.

Therefore, in order to satisfy my own mind, and I

am representinq mv constituency, I feel it is ' '

necessary to at least have these questfons answered

to my satisfaction....at least have an opportunity

to have them put. We are having one crack at this

Bil1. We will be gfven opportunity only to vote it

up or down. We will not have an opportunity to amend

.- -
z - ''. ,: - -- - i t . We w.i l 1, -n o t .h ave an opp.o r t.k!n i t y- t o h ave .-i.t- -h e.a r d..-. ' - .

An d I t h i nk t lA a t any q u e s t i o n s t h a t any b o d y a s k s a t

t la 1 s p o 1 n t 1 n t i m e wo u l d b e a p p r o p r 1 a t e g i v e n t b e

extraordinary na ture of the pro cedure emp loyed ere .

S p e a k e r S c h n e :i d e r ) '' On l y t o a d d t o t h a t v 1 n a 11 h on e s t y a s
. 

(j j: a j. v a yy tra Chairman , you know in Commi t tee we o no
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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 encourage you to try to work

to the Bi11. So you#ve done a 1ot of the

interrogation already and if you would just do the

Bill I would appreciate it.n

Braun: HWe11...a11 right. Ms. Rohter: I bave one irrelevant

question and one relevant question to ask you. The

irrelevant question fsp with regard to an answer thar

you gave to a previous question: are you not aware

of or have you not read the decision of the Supreme

Court fn Brown verses Board of Educatfon uhlch found
. . .- g.o ' ' . .-' ' - . a . v'ço vw-r=cx.x -...- . zmnuvsaêwrzaarvravrm-wr.gtc'a.yrzarrr .-..nr-.r:'= x'+#N rlFr8i5 cr J i r'.L -' * ' ù otr'*Q''v' Q - v' --'''*- -v'-' '-'- '' '''*-*'

as a matter of fact, tbat desegregation does have

. w Fzeswok.sa-u..r-x . .==- - dsç*.qBp...t.x@b.:m>p..f f-pt-taoqcth.. t. qvalitygaqf. = edura. ti.p(lT...t)l:.+p,.rco--.--- -.- s... .. -*: =' . - pf . ' ' . '* - *' ' *-1 1 . . . .

. fs provided?''

Rohter: ''No, I was asked an earlier questfon.o.the point

that I made: wanted to make and have made many tfmes

on'the Board floor, is that it doesn't really make

any difference where a child goes to school, wbere

he sits in relation to anyone else, what kind of

boolcs there arey kJhat kind of equipment there is.

what kind of teacher there is if, indeed, he is

absent more than he is present. lnd that doesn't

make anv difference whether itês this kind of a - -'. z .

child or that kind of a child. Attendance in school

is absolutely necessary. That's the point that I

de 11ma .

Braun: NBut with regard to children that attend schooly Ms.

Rohtery the Supreme Court found that desegregation
- . . ' 

' '

' qualtty of education.''

Rohter: ''That may be but ft's never been proven to me- The

' - - ' ' ' ' f i n d w h a t e v e r :L t w i s 14 e' s . A n d I 11 a v e g r e a tc o u r t m ay

respect f or the court as T. do any agency of governmen t ,

h ow ev e r , t h a t d o e s n ' t m e an t h a t f e # s n e c e s s a r f l y t r u e .
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And I bave never known it to be so. Xo one has given...''

Braun: ''Mrs. Rohter, the Supreme Court decides what the 1aw

of the land is. Never mind. Its...if...that#s.''

Rohter: 'lBut you didn't ask me to comment on the 1aw.''

ry 'Braun: I did
. I ask you whether you were familfar with that

fission which is the law.'l

Rohter: ''No nos you asked me if I had read itm''

Braun: '1I asked.you whether you were aware ofeor.if you

had :read the decision.and its findings-'ê
y1 . 'Roh t er : And I said it s never been proven to me y aad I would have t

stand by thàt respectfully.

- . .. -. -. .v.a.....c: vz - s.a.. rav , ..-u-z,. ., . +1. .,x.e,t .u- . . . -s.u=.-yo- .v-p.xi.szv- vtyxf. .1rw.,.y,'. . .eoxfzurr-xl.-e.'isrvc amnL =  : =. = ê,vc' n- ''' ' '' =- --=w = . . .- - .. . ...-. . ., p swwx-v-che 7- . .

first question? Have you read the decision ever?l'
.. -- - . -..- . . . . . . .,-. -  -.z- , .. - ...= ...e,.ccw x.=- .c-,s puvo'.v==r--,.t=.,..,m=-.-ï....1..- =, v vc. a.- . ue-u-sfc.-v.pzzscv ...--)-..at.-

Rohtee. Yes, I have read èxcerpts of it. It has been present d

to us, of course, by our 1aw department.''

Braun: ''But you have never read the findings of.- of the

decision entirely.''

Rohter: ''I have Just said they have been made available to

m e.

Braun: ''Mrs. Rohter, my final question to you is. in your

opinion, can the same Board that presided over this

debacle inspire confidence fn the financial community

sufficfent to allow the appropriate cuts to be made
. . 

' . '- '
. - L.w l . a - = = z u * = QJ :* 'z'

and sufficient to allow the continuous survival of the
' 

yr' school systems?

Rohter: HWe11, I must first say to you thaty 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 seniority wfll
* I . ' - %. - h è - N' 3'' =, . - N - - = - = * ' 'J . rs. .. - . * xc - .

. view things differently from the way they have in the

- a s t 11 . . 'P .

Braun: ''So.your answer is that now that the Board found . .

religion, the financial community can take it easy.''

Rohter: ''No malam. That is the way you phrase it. That's

not the way I phrased it.''
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S p e a k e r S c h n e i d e r : ' ' 0 k a y . ' ' '

Braun: HAlright no further questions.
''

Speaker Schneider: 'fThank you. Representative Mautinoy

t e Gentleman from Bureau. And according.o .Bower,

what are you doing turning on your lfght? We

Presume then that Representative Mautfno is the

last person. ...%urn off your lfghto'?

Mautfno: 'Qt's been a long night. Thank you very much.

I would like to have- .l believe, Mr. D 'Esposito.

I use to play for the Black Hawks. I know. Mr.

D'Esposito...'' ;.

Speaker Schneider: ''D'Esposito.'f
= .. ' .. . -.. . . .> .'=. .--.- er - C>' v-' >' = ' -  'e - We n . r'W ***' ' ' ' ' .'' ' *. m -:r=: ..sr, .. .. v =  .... - =.,= -.==  aw v.xo. . ..e. . v .ù-= . . ph= = = v -=. . - .-=- . . = = 0-:r --..r . g ww p ,.=pnc.uq..

Mautino: ''I'm sorryy sir. I'd like to. ..
1'
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Mautino: MIt's been a long nighty Glen. Page 47. . .1 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. I'd like

to have someone explain it to me. Because as I

read it, and correct me if I#m wrong, it says that

if there ls rto llability to the 3oards the state or

the City, in this case, it is speciffcally spelled

out and brought back fn. And my questfon to you

' ' 
. 

' i s. s a r q we .. th e S k a t.e .0 f I llino i s . th e zua r an t'o r s - '

of this whole program by virtue of lfne 26, I believey

because the background of the whole program is based

on a state-aid funding and the funds pledged for the

payment of this program? Nould you please explain

that Section to me?''
'. . .. . . ' . ''''' 1 I '' ' . '

. . D Es'posito:. bedtion 603 is a clear statement that Ehé . . .

State, the City and the Board are not liable in any

way for the long-term five hundred million dollar

bonds which are being fssued under Article 5 bf this -

P

Mautïno: ''Thfs is a very unfque position for a bonding

g.'-ts-Nxx.o
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authority authorization to take. 1 find it very

interesting that no one is responsible ln lieu of

a possible default. Who is responsible since that

paragraph is written that way?''

D'Esposito: HThe Authorfty.'l

' Mautino: HThe Authority has no powers other than vested

or given to it by thls ceneral Assembly. They have

no taxing powers above and beyond the fifty cent

portion of the tax rate. They have no additional

taxing powers. So, thereforey how can they be held

responsible and bow can they possibly pay off in

lieu of default on that Section?''
.. . .- ..-  . -...n.-.. ' ' ...., - ; . C1 ' -. L Qz*.u= J 2 . z r.r = == ' t. ' '== =v : = -=z W:.L.- 27/.:.7.r. .;L.. ' ' '- ' '''- ' '*'<'-'-< ' ' -'< 'M--' ' ''

'C ' D'E osito: ''uell if fbere <zs a default by the' Authority ' ' - - 'sp

the state is not responsible and that's purposeful-''
- :..:.v- ' . ' ?c.. ' x,. .- .' : . ....- ' ..'= :..=, s-rr- = - - . : nr- ---=. ' v ',-=-=;'=.*> .v->> o='--..--.--.--=.w =- - -- - ' . 'JJ=/-QGZQV. a =.-.P-:=5 -'F k.?âFa.JV .,= bIMkHTLL . .. - . . = . . c .. - - a . . . . . . . . . rx -a- - -' '-''' '' -

Mautino: ''We11 you've got to explain to me...f' '

D'Esposfto: ''However, the Authority is given...the Authority

is given power to levy a property tax to pay the

debt. If that is insufficient...l'

Mautino: 'Qhen will you please address...''

D'Esposito: '' it is default.''

èfautino: ''Yes, ik tllere's default. Nhat I 'au getting to

. . .what I am getting to is that it says no one is

respons ible . But in line 26 i t says , and I quote ,

- . -  . .' Al l o b 1 i g a t k o n s . -i s's u e d b y.. t h e ' Au t h o r i t y .p ur s u a n t . .--n z= -. . -..-ur-'

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'lEspesito: llNoj.'Si'r. .Tbe loag=t:erm -bonds Aavefnothfag.

to do with state-aid. They are payable out of the

i ' d for that purpose. Theproperty tax levy being ssue

' . . o n 1 L - ' J - ' . - ' . . . - c - . - .. . . y . . . . . . - . . . -

Mautfno: ''And no one...'' ;

D'Esposito: ''The only issue that the state-aid involvement

* %
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comes in with the bridge notes on House Bi11 1910..'

Mautfno: HYeahy it's tied tn. But I...the Resolution, on

line 28y the Resolution authorizing their issuance.'l

DeEsposito: doheir issuance being the issuance of the long-

term bonds: the five hundred million dollar bonds.''

Mautino: î'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: ffYes, Sir. This is a typical provision. The .

State of Illinois is not responstble for debts

issued by other local governments. The State of
.- . .v.= .z%- Jn T= ---> -r#a:,.-= . - .' u 6+w=-= m ..--$-z5zhz764M #.7==.t'.:. . - - z' . ...r. Q=*:=! ... ' .=!'=*71.='N. - ...-- . .. . 4-. - . ( . . , . - . .Illinois is not responszble for debts zssued by
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' 

jyMautino: Then why, Sirs do we leave the provision fn 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 the 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.n

. - ... -. . . . . . . - ' . : ' ' ' . . . 14 .D t Es o s f. to : ' I'Xo S ir '' -1 càn''-t' à'éy - mffch -'riore thaxf 'tha t - -P > . œ . . . . .. . ï . . . ..' -- -

Mautfno: ''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...l'm wondering that

the major portion of the formula is a state-aid in

. o,y - . .- 7.. -.- - . . u -'iqhe or i'g i.n a 1.' f o ç m o f lih a E' -we r e d o in g . . Th s ecoad .c a- . . . .

part fs the monles comlng to the Board wblch will

pledged from the 2l1 down to 161. Okayy that comes

' 
' from the property t'àx. But the pèrformanèè of' the -' j

whole program is based on a state-aid formula and

mon ey go fn g b ack to eh e s cho o 1 dfs erfc e. I s eh a t

..;;-. >.0. 1 -10 -80
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t correct' yes or nor' 'no ,

D'Esposito: ''No Sir.''

Mautino: 'Qt is not correct. Okay, I stand corrected. Then

this final question is, if fn fact this doesn't go

and the two hundred and forty-four mfllfon dollars

that I beard earlfer 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

financial institutions I would presume that are

' 
holding those bonds that are due, I think. March lst-

What happens, Don?' Wbat happens the'n?''

D'Esposito: ''If a Bi11 such as this which is fntended to
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provide excess to the credit markets do not.o.does
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borrow and will be unable to meet fts expenses and

obligations as they become due-''

Mautino: ''And on March...on March lsts if that happens to

be the date, that two forty-four that ls due now,

will be due and what do those financial institutions

. .. .or how do they sit with that particular

situadion'? And how are those bonds that are out-

standing, how are they secured?î?

D'Espostto: ''They will not be paid....to some degree.''

- . . -  - - Ma u t i n o : An d t h e u . . . p a r o n.. -..- - -- - . - .u - . - . - . --= - .- .=r- - ..:=v- =:=

D'Esposito: ''Ffrst of all: Iîm not sure that there are .

two hundred and forty-four millions dollars of

notes due- .March-o in March of this year. I don't

recall what tbe number is.''

Mautino: 1'I think Mr. Mandeville said that originally.- that

- . . .- . . .= > = t . - -- .-.' t.h a t -w a-s =-ab o u t t 11 e. .''f i g u r e l '. 11 u t ' i f ' t h E t - i s '. t.h e = - . '.' - ' 'D . . . @

figure, what are they...what are those hotes seeured

by that are due whatever the number happens to be?''
- . * - - . M ' <+. - . . . . . v . 7 . - L *T - ''QI

. ' f' u h red by property taxes.''D Esposito: T ey are secu

Mautino: HOkay that...l'

Speaker schneider : ''Fine . Df rect or Mandevf 11e to the res cue . f
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Mautino: HWould you pleasew..let me know what you two ire

discussing as far as an answered is conc'erned.
'l

D'Esposito: ''The number...Doctor Mandeville fndicated two

forty-four is the annual amount of borroving against

the property tax, fifty-seven million of that is .

due in March.''

Mautino: f'Okay, and what fs that secured by?êê

D'Esposito: ''The property tax levyy I think, ôf elther

Mautino: nNo existing property owned by the Boards but. . 
- -  - -

strfctly to taxes rlght?''

D'Esposito: ''Right.''

Mautlno: ''Is tbat rfght?''
f

..J.E o q. a.@ . ' ' jk a@ 1 1 . - . - . $ . . . . . . . . , . . . .= ..- v .- - . . =  ... s.p-.-..>  - - .. -- . ,.-.q- r.qz=.+..u ... . =x.-..- . ..-.-..-  . - . - .- - . =-- - .
Mautino: HOkays thank you.''

Sp eake r S chnei der : ''Thank you . Now I think that ends a11 of

the...Dan, why did you put your light on bere?

A11 rlght. Would someone turn off Representative

O'Brien's bùtton in case...unless he's really

serious. Now, Mr. Dunn, who would you like to

address your comments to or questionsr'

Dunn: ''I'm not fussy. Nhoever wants to tell me if the

Authority can...can approve a deficit budget or-

. . Vo.m .v w. u . . - ..- . ...- . . .- aàa budget that is not balanced?

Speaker Schneider: ''Anyone on that one? Mr. Schwartzmî'

Schwartz: ''Because it will take a finite amount of time

in order to reach tbe balanced budget provision set

forth in this Bf1l: they can approve one for the

remainder of this fiscal year. They can approve

-.... . --  .. -.. . - - .--  . .- . . o n e . f .o r .Lh e n e X t f f s c.a.l . y e a r y b u t . n o t. f o r . s ub .n.t v. - r.gxwv=m .

. -CKF*'
. fiscal vearl. However, when we say its an unbalanced

. x : .

budget eàe-re wfll be somethfng to balance what ls
. = - Ia j. t: la 'e<= . -- . ' == . .otherwise an unbalanced budget and t at s

varfous kïnds of notes tbat have provided..which would make

lr 
'

up what would otherwise be another deficit.
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Dunn: nThe Bill does providey 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

succeéding year. Which leads me to believe that

there is a vehicle to continue deficft budgeting.

And is t%at possible under this plan?''

Schwartz: HTbe way...weere trying to figure ouL if this

fs an accounting statement or substantive statement.

Bùt Mr...Doctor Mandeville would like to respond.'f

Mandeville: 'Qhat provision has.toy I think, be taken in

connectfon with the other provision that requires
*.-:J- -6 JAYJQQ-- . W v''rw 2..+ ' ' WW-- : Axmm Goé ' ' ' '- OJX'--  v'*<e-'- '- ' 2 *5 . . . - . . . x. - M'KMF  ==r==

a b a 1an ced b udge t t o b e s ubmi t t ed each year . . . and
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1980. It is 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, j11st like state government, any deficit

incurred this year must be considered a current

expense in the folkowing year unless theytre

f j. n a n c e d o u t o f n ew r eve n u e s . I d o n ' t s e e an y

d i f f e r e n c e b e tw e en t h a t an d t h e way a s t a t e

overnment would op erat e . ''

Dunn : '' Is tllere any . . .perhaps you can answer this question
k' 

14 ni a ls o wh i ch is my 1as t que s t i on . Is t ere a y
provision for recall or removal of efther anyone

on the Chicago Board of Edueation or anyone appoinced

by the Governor and Mayor of the City of Cbicago to

t the Authority created by the proposed legislation? .
j '' '
l

Mandeville: ''With respect to tbe Authority, members are

removable for cause by the appointing individual-''
'ard of Education?'' ' (Dunn: ''What about the Chicago Bo

!
Mandevtlle: ''l cannot respond at this point to the power

of the Mayor to remove members of the Board of
1
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Education.''

Dunn: ''Is there anyone who can?''

Mandeville: ''I donêt think so at this pointp''

Schneider: ''Al1 right. 0ne of those answers we can get to

you...back to you, I guess. Any others, John? Is that it?fl

Dunn: ''That's it-''

Speaker Schneider: ''AII right. Representative Pierce.''

Plerce: HMr. Speaker...Mr. Chairman, I nov move you.- that

the Committee of the Whole arise.''

Speaker Schneider: nA11 right. Have you heard the motion?

Al1 in favor say 'aye'. Any opposed? There are

. . . = a m a'.xn=e.geM -:.....tm-uwv '.. -. . =- .. -.xc. v s - . -=.=z.x. -. -- -n on e,.Ii==T1A ellc.otami t t e e'd'b'às'c nôw' ari-s ert.- ---We â PW'''''''TS

Session. There are some propositions to consider
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. . .Resolutions, I do belleve. Stand by for Mr.

Madigan. Committee Reportsy Mr. Clerk .''

clerk O'Brien: ''Commfttee Reports. Representative Katzs

Co-chairman of the Committee on Rules, to which the

. following Resolutions were referred. Action taken

January 10, 1980, reported the same back wfth the

following recommendatfon: Be adopted House

Resolution 563 and 568.''

Speaker Madigan: HMr. 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 wfll be considering Senate B1l1 1292 and other

matters that can appropriately be before the Rules

Committee.''

Speaker Madigan: ''Are there any further announcements? Mr. '

Friedrlch .''

' Friedrich: ''Mr. Speaker, I want a clarificatfon. Wasn't c. - -

562 one of the Resolutions that was voted out of

the Rules Commfttee today?'' '

. S p e ak e r M a d i g an : ''Mr . C le rk . ''
' 
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Clerk O'Brien: ''House Resolution 562 and 568.9:

Fried rich : 1' I ' ln sorry p I didn R t h ear the numb ers correc t ly .

56 2 I knew should have been reported . Thank you

ery much . ''v

Speake r Madigan : ''Are there any o ther announcements ? Mr .

. Gio rgi f or th e re c es s mo tf on'. Mr . Gi orgi . '%

G i o r g i : ' ' M r . S p e a k e r , I m o v e t lt a t w e r e c e s s u n t i 1 n o o n

' today . . .noon today . '' . '

Speaker Madigan: MThe motion is that we recess untfl noon

today. A11 those in favor signffy by saying gayef,

a11 those opposed by sayfng 'no'. The 'ayes' have
. . - .. . ** - - --* '. . . .
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