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IN THE UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

In re: 
 
EVANGELICAL RETIREMENT HOMES OF 
GREATER CHICAGO, INCORPORATED, 
 
   Debtor. 
_________________________________________ 
 
CATHERINE L. STEEGE, not individually but as 
the chapter 7 trustee of the estate of Evangelical 
Retirement Homes of Greater Chicago, Inc., 

   Plaintiff, 

  v. 

FRIENDSHIP SENIOR OPTIONS, NFP, MICHAEL 
FLYNN, JEFFREY NYBERG, KATHLEEN RIVERA, 
MARY ROONEY SHEAHEN, JEAN 
SCHLINKMANN, CLARK DELANOIS, LOREN 
TRIMBLE, and GEOFFREY ROEHLL, 

   Defendants.  

_________________________________________  
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Chapter 7 
 
Case No. 23-07541 
 
Hon. Timothy A. Barnes 
 
 
 
 
Adv. Proc. No. 25-________ 

 
ADVERSARY COMPLAINT 

 
Catherine Steege, not individually but as Chapter 7 Trustee (the “Trustee”) for Evangelical 

Retirement Homes of Greater Chicago, Incorporated (the “Debtor” or “FVS”), alleges as follows: 

NATURE OF THE ACTION  

1. This is an action against (i) Friendship Senior Options, NFP (“FSO”) (the Debtor’s 

former parent and sole shareholder), (ii) Michael Flynn (the former chief executive officer of both 

the Debtor and FSO), (iii) Jeffrey Nyberg (the former controller of FSO and the Debtor and at time 

the acting chief financial officer), (iv) Mary Rooney Sheahen, Kathleen Rivera, and Jean 

Schlinkmann (members of the Debtor’s board of directors), and (v) Clark Delanois, Loren 
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Trimble, and Geoffrey Roehll (members of FSO’s board of directors). The Trustee seeks to recover 

from the Defendants the damages the Debtor and its estate suffered because of (i) FSO’s 

misappropriation of approximately $7.7 million in tax credits belonging to the Debtor; (ii) its post-

petition elimination of FSO’s $8.5 million intercompany liability to the Debtor; (iii) its pre-petition 

elimination $400,000 in FSO intercompany liability to the Debtor; (iv) funds the Debtor paid to 

FSO during the chapter 11 case on account of the Management Agreement between FSO and the 

Debtor in excess of the amounts due based on the custom and practices of the parties; (v) funds 

the Debtor paid to FSO on account of a debtor-in-possession loan that were not authorized under 

the terms of the Court’s order approving the loan; (vi) the Debtor’s directors’ and officers’ 

breaches of their fiduciary duties; and (vii) the FSO board’s directors’ and officers’ domination 

and control over the Debtor in violation of their fiduciary duties to the Debtor. This action also 

seeks to disallow the FSO’s claims against the estate, including those arising under the proof of 

claim it filed against the Debtor and those arising under the Court’s Order approving a debtor-in-

possession loan that FSO made to the Debtor using funds that actually belonged to the Debtor, and 

a preliminary and permanent injunction freezing FSO’s assets to prevent the further dissipation of 

the Debtor’s funds. 

JURISDICTION AND VENUE 

2. This Court has jurisdiction over the subject matter of this adversary proceeding 

under 28 U.S.C. § 1334(b) because this adversary proceeding arises under title 11 and arises in 

and is related to the above-captioned chapter 11 cases, which are pending in this Court. 

3. This adversary proceeding is a core proceeding under 28 U.S.C. § 157(b)(2)(A), 

(C), (D), (E), (H), and (O). To the extent that the Court cannot enter a final order or judgment in 

this suit, the Trustee consents to entry of final order or judgment by this Court. 
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4. Venue of this adversary proceeding is proper in this district under 28 U.S.C. § 1409. 

PARTIES 

5. Plaintiff Catherine Steege is the chapter 7 trustee for the Debtor. The United States 

Trustee appointed her as the interim chapter 7 trustee on September 10, 2024 and she became the 

permanent trustee when no trustee was elected by the conclusion of the meeting of creditors held 

pursuant to 11 U.S.C. § 341. The Trustee brings this action solely in her capacity as Trustee.  

6. Defendant FSO, at all relevant times, was the Debtor’s sole member and an Illinois 

not-for-profit corporation chartered under the laws of Illinois, a tax-exempt organization under 

section 501(c)(3) of the Internal Revenue Code of 1986.  

7. Defendant Michael Flynn, at all relevant times, served as the CEO of the Debtor 

and FSO and resided and continues to reside in Illinois. At various times he also served on the 

board of directors of both FSO and the Debtor and acted as the Chief Financial Officer for both 

the Debtor and FSO.  

8. Defendant Jeffrey Nyberg, at all relevant times, resided and continues to reside in 

Illinois. Nyberg was the controller for the Debtor and FSO and at times performed the functions 

of chief financial officer. Nyberg along with Flynn exercised control over the Debtor’s financial 

reporting systems and internal accounting functions.  

9. Defendant Kathleen Rivera, at all relevant times, served as chair of the Debtor’s 

board of directors (the “Debtor Board”) and resided and continues to reside in Illinois.  

10. Defendant Mary Rooney Sheahen, at all relevant times, served as a member of the 

Debtor Board and resided and continues to reside in Illinois. Sheahan also served as a member of 

FSO’s board of directors from 2019 through December 2022.  
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11. Defendant Jean Schlinkmann, at all relevant times, served as a member of the 

Debtor Board and resided and continues to reside in Illinois. 

12. Defendant Clark Delanois, at all relevant times, served as chair of FSO’s board of 

directors (the “FSO Board”) and resided and continues to reside in Illinois.  

13. Defendant Loren Trimble, at all relevant times, served as a member of the FSO 

Board and resided and continues to reside in Illinois.  

14. Defendant Geoffrey Roehll, at all relevant times, served as a member of the FSO 

Board and resided and continues to reside in Illinois.  

FACTS 

I. Background. 

A. The Debtor.  

15. The Debtor is a private Illinois not-for-profit corporation that owned and operated 

a continuing care retirement community (“CCRC”) located in Schaumburg, Illinois known as 

Friendship Village of Schaumburg (the “Campus”).  

16. As of June 9, 2023, approximately 635 individuals resided at its Campus.  

17. The Debtor was managed by the sole member of the Debtor, FSO, an Illinois not-

for-profit corporation chartered under the laws of Illinois, a tax-exempt organization under section 

501(c)(3) of the Internal Revenue Code of 1986. 

18. The Debtor was governed by a three-member Board, which at all relevant times 

consisted of Rivera, Schlinkmann, and Sheahen. 

19. FSO was governed by three-member board, which at all relevant times consisted of 

Delanois, Trimble, and Roehll.  
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B. The Bankruptcy Case. 

20. On June 9, 2023 (the “Petition Date”), the Debtor filed a voluntary petition for 

relief under chapter 11 of the Bankruptcy Code. [Dkt. 1.] 

21. The Debtor’s liabilities as of the Petition Date and as of the transfers set forth herein 

included: (a) approximately $131,600,000 of secured bond obligations, for which UMB Bank, 

N.A., acted and acts as bond trustee and successor master trustee (the “Bond Trustee”), and 

(b) approximately $96,000,000 of unsecured obligations (including contingent amounts owed to 

its current and former residents).  

22. On June 23, 2023, the Office of the United States Trustee appointed an official 

committee of unsecured creditors (the “Committee”), which was composed of seven former 

residents of the Debtor. [See Dkt. 88.] The former residents’ claims aggregated approximately $20 

million. [See Dkt. 777.] 

23. On July 24, 2023, the Debtor filed a motion requesting approval to obtain up to $3 

million in post-petition financing (the “DIP Facility”) on an unsecured administrative priority 

basis from FSO. [Dkt. 166.] 

24. On August 11, 2023, the Bankruptcy Court entered an order [Dkt. 205] (the “DIP 

Order”) approving the DIP Motion, which provided:  

The Debtor has agreed and represented to the Bond Trustee, the 
Committee and all other parties-in-interest that its entry into the DIP 
Term Sheet shall not waive its rights and/or interests (if any) to 
claim that the DIP Funds are property of its bankruptcy estate and, 
in the event it is determined that that the DIP Funds are property of 
the Debtor, that its ability to use such funds are not subject to the 
terms and conditions of this Order or the DIP Term Sheet.  

(Id. § F.iv.) 
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25. On December 28, 2023, the Debtor closed a Court-approved sale transaction, 

selling substantially all its assets to IL CCRC LLC, which currently owns and operates the CCRC. 

(See Sale Order [Dkt. 365]; Notice of Sale Closing [Dkt. 441].) The same day, the Debtor received 

approximately $34 million in sale proceeds from IL CCRC LLC for the Debtor’s assets.  

26. On June 17 and 18, 2024, the Court conducted a confirmation hearing for the 

Debtor’s Fourth Amended Chapter 11 Plan of Liquidated Dated February 29, 2024 [Dkt. 570] 

(the “Debtor Plan”), which was opposed by the United States Trustee [Dkt. 657] and the Bond 

Trustee [Dkt. 661]. The Plan contained, among other terms, a proposed settlement between FSO 

and the Debtor pursuant to which the Debtor agreed for the benefit of FSO to release the estate’s 

claims against FSO. [Dkt. 570 §§ 4.3, 8.5.] On information and belief, Defendants Sheahen, 

Rivera, and Schlinkmann, the members of the Debtor’s board of directors, approved the settlement 

contained in the proposed plan of reorganization without due consideration for the interests of the 

Debtor’s creditors and instead to protect FSO. Defendants Delanois, Trimble, and Roehll, the 

members of the board of the Debtor’s sole member FSO, directed the Debtor’s approval of this 

settlement. As a result of this breach, the Debtor’s estate was damaged in an amount equal to the 

attorney’s fees and other expenses incurred in the prosecuting the flawed plan of reorganization.  

27. On July 19, 2024, the Debtor withdrew the Debtor Plan. [Dkt. 783.]  

28. On August 9, 2024, the Debtor moved to convert its chapter 11 case to a chapter 7 

case. [Dkt. 819.]  

29. On September 10, 2024, this Court entered an order approving the Debtor’s 

unopposed motion to convert. [Dkt. 866.]  

30. On September 10, 2024, the Trustee was appointed as the chapter 7 trustee. [Dkt. 

869.]  
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C. The Debtor’s Professionals. 

31. On June 14, 2023, the Debtor filed an application to employ and retain Polsinelli 

PC as its counsel effective as of June 9, 2023. [Dkt. 44.] Polsinelli shareholder Jeremy Johnson 

submitted a supporting declaration, in which he testified that Polsinelli had represented FSO, but 

that: 

Polsinelli will be responsible solely for advising the Debtor with 
respect to the services described above . . . primarily related to sale 
and regulatory matters. Polsinelli respectfully submits that FSO and 
the Debtor are fully aligned on the matters on which Polsinelli will 
represent the Debtor. Both parties seek to maximize value for the 
benefit of the Debtor’s creditors and to honor the Debtor’s not for 
profit mission. FSO will not have a role after any transaction except 
as a part of any necessary interim management arrangement to assist 
in a transition, and FSO has no interest that will make it adverse to 
the estate as part of the sale or regulatory matters, the matters for 
which Polsinelli will be responsible. 

(See Decl. of Jeremy Johnson ¶ 17 [Dkt. 44, Ex. B].) Johnson further testified that, “[t]o the extent 

that Polsinelli is determined to have a conflict with respect to a particular client or matter, the 

Debtor will utilize Dopkelaw LLC or separate conflicts counsel as necessary.” (Id. ¶ 10.)  

32. On June 15, 2023, the Debtor filed an application to employ Bruce Dopke and 

Dopkelaw LLC as co-counsel to Polsinelli. [Dkt. 52.] Dopke submitted a supporting declaration 

disclosing that he had previously served on the FSO Board (Decl. of Bruce Dopke ¶ 12 [Dkt. 52, 

Ex. B]), had repeatedly represented FSO as counsel (id. ¶¶ 13, 15), had regularly contributed “time 

and treasure” to a charitable foundation affiliated with FSO (id. ¶ 16), and had had “many contacts 

with FSO relative to the preparation of the present bankruptcy case” (id. ¶ 17). However, Dopke 

stated that he had “zealously represented the Debtor’s interests, to the extent, if any, that the 

Debtor’s interests differ from the interests of FSO.” (Id.)  
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33. As a result of the retention of two firms that had performed services for FSO, the 

Debtor did not have any counsel leading up to the filing of the chapter 11 case and during the 

chapter 11 case that did not have connections to FSO.  

34. On June 15, 2023, the Debtor filed an application to employ Wyse Advisors as its 

financial advisor. [Dkt. 54.] 

II. Flynn and Nyberg Eliminated FSO’s $8.9 Million Obligation to the Debtor by 
Retroactively Assessing Management Fees and Administrative Expenses. 

A. The Management Agreement.  

35. Prior to the Petition Date, the Debtor and FSO entered into an Exclusive 

Administrative Services and Personnel Lease Agreement, dated November 13, 2017 (the 

“Management Agreement”), under which FSO agreed to provide certain services to the Debtor 

in exchange for the Debtor funding the costs of such services. Stephen Yencheck, then CEO of 

both FSO and the Debtor, signed the Management Agreement on both entities’ behalf. (A true and 

correct copy of the Management Agreement is attached hereto as Exhibit 1 and incorporated herein 

by reference.) 

36. Under the Management Agreement, FSO, among other things, “lease[d] clinical 

and non-clinical personnel employed or independently contracted by [FSO] needed by [the Debtor] 

in connection with the operation of [the Debtor’s] business[.]” (Id. § 1.) “Personnel” “leased” to 

the Debtor by FSO “shall be subject to direction and instruction from [the Debtor] as if the 

Personnel were employed by [the Debtor].” (Id. § 1.2.1.) 

37. FSO was a “common pay master” for the Debtor and operated as a “pass through” 

for the payroll benefits and taxes for the Debtor’s employees. (See Tr. of 12/22/2023 Michael 

Flynn Dep. at 16:1-2, 28:10-15. A true and correct copy of the pertinent portions of this testimony 

is attached hereto as Exhibit 2 and incorporated herein by reference.) “[A]ll salary, benefits, payroll 
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taxes and unemployment compensation taxes payable with respect to the Personnel and 

attributable to the Services provided by Personnel on behalf of [the Debtor] shall be allocated as 

an Operating Expenses . . . of [the Debtor].” (Management Agreement [Ex. 1] § 1.2.4.)  

38. The Management Agreement defined “Operating Expenses” as follows: 

[FSO] shall use [the Debtor’s] funds to pay for all third party 
payments or expenses incurred by [the Debtor] including, but not 
limited to, expenses related to: Personnel payroll, benefits, and other 
expenses; insurance; license fees; equipment; supplies; maintenance 
fees; vendor fees; services fees; and any other costs or expenses 
incurred to operating [the Debtor’s] day-to-day operations 
(collectively, the “Operating Expenses”). 

(Id. § 3.2.)  

39. Thus, although FSO ostensibly made payments to the Debtor’s employees for 

services provided and related taxes, in fact, FSO acted as nothing more than a pass-through entity 

and made such payments using the Debtor’s funds to pay 100% of the Debtor’s employees’ wages 

and payroll taxes. And if the Debtor did not deliver sufficient funds to FSO to cover employee 

costs, FSO was not obligated to make those payments.  

40. In addition to direct payroll costs for the employees who worked on site at the 

Debtor, the Management Agreement provided for the Debtor to pay management fees to FSO to 

cover the costs of administrative services that FSO provided to its affiliates. It specified that the 

Debtor shall pay FSO:  

an amount equal to 15.63 percent of FVS’ annual Operating 
Expenses . . . excluding depreciation, amortization and interest 
expense (the “Management Fee”) within thirty (30) days from the 
end of FVS’ applicable fiscal year during which the Administrative 
Services were provided. 

(Id. § 3.1.) 
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41. FSO established a pattern and practice of how it interpreted the terms of the 

Management Agreement over the years in which the Management Agreement was in place. FSO 

did not regularly assess a Management Fee against the Debtor. Rather, FSO charged the Debtor 

what was necessary to cover its costs, “not to exceed the contractual amount due,” and did not 

book any receivables from the Debtor. (See June 3-5, 2023 email chain among Michael Flynn, 

Cole Celenza, Bruce Dopke, Mike Wyse, Michael Franciosa, and Bobby Guy, attached hereto as 

Exhibit 3 and incorporated by reference.)  

42. Consistent with this practice and notwithstanding section 3.1 of the Management 

Agreement, upon information and belief, FSO did not record a receivable for unpaid Management 

Fees within 30 days from the end of any of fiscal years while the Management Agreement was 

operative.  

43. The Management Agreement further provided that: “All expenses incurred by 

[FSO] in connection with the provision of the Administrative Services . . . shall be paid by FVS 

within ten (10) business days from receipt of an invoice from [FSO].” (Management Agreement 

[Ex. 1] § 3.2.2.) The term “Administrative Services” is defined to mean the “management and 

administrative services” provided by FSO to the Debtor. (See id. § 1.) 

44. In practice, FSO never issued an invoice for Administrative Services to the Debtor. 

Flynn testified that FSO “didn’t actually do invoices” and instead, “just passed costs through the 

company account.” (See Tr. of 4/9/2024 Michael Flynn Dep. at 32:14-33:14. A true and correct 

copy of the pertinent portions of this testimony is attached hereto as Exhibit 4 and incorporated 

herein by reference.) 

45. Moreover, FSO regularly adjusted the management fees to meet debt service 

coverage ratios contained in FVS’s loan agreement with the Bond Trustee without regard to the 
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terms of the Management Agreement. In a May 18, 2023 email to FSO’s Director of Financial 

Planning, Flynn explained, “If FSO expenses are below budget, we can reduce the management 

fee allocation to FVS and that could get us there”—i.e., to a debt-service coverage ratio that would 

avoid a default by FVS.” (A true and correct copy of the email chain is attached hereto as Exhibit 

5 and incorporated by reference.)  

46. In an August 15, 2018 email, a potential investor in FVS asked Flynn: 

Why is the FY18 variance for professional fees for Friendship 
Village of Schaumburg so different between the audited (4.726mm 
expenses for [FVS]) and the unaudited numbers (7.09mm expenses 
for [FVS])? Were the management fees charged by FSO revised to 
allow for a lower amount in the audited numbers for [FVS]? For the 
1st quarter ending June 30th, 2018, unaudited professional fees are 
up again at 1.953mm or ~7.81mm annualized. Given the impact the 
fees have on Debt Service Coverage Ratio, we would appreciate any 
insight you have on the accounting. 

Flynn provided the following explanation:  
 

The practice that our organization has had in place is to charge back 
affiliates 100% of the cost of the parent organization through a 
management fee. The method for this allocation was changed during 
the GreenFields refinancing to place less of a burden on 
GreenFields. As a result, the fee charged to FVS was increased to 
make up the difference. We booked the change on FVS financials. 
The burden of this added cost (unbudgeted) would have prevented 
FVS from meeting its DSC ratio. The Board passed a resolution to 
forgive management fees to the extent necessary to meet covenants. 
This was reflected in the audited financials after the preliminary 
results were posted. 

(A true and correct copy of the August 15, 2018 email is attached hereto as Exhibit 6 and 

incorporated by reference.)  

B. FSO’s Intercompany Liability. 

47. From 2017 onward, FSO’s finance team contemporaneously performed a monthly 

reconciliation of the costs and expense allocated to each entity (including the Debtor) and the 
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resulting intercompany balances, and performed a “true up” as needed. (See First Day Decl. ¶ 30 

[Dkt. 16].) 

48. The intercompany balance was a reflected as “Due From Affiliate” on the Debtor’s 

balance sheet.  

49. On May 9, 2022, Flynn asked Arnab Bagchi, then CFO of both FSO and the Debtor, 

to explain what was included in the intercompany balance and how the balance changed over time, 

noting that FSO’s intercompany obligation to the FVS had increased by $2.3 million in fiscal year 

2022, and adding, “The management fee revenue is sufficient to cover corporate operating 

expenses so why does the intercompany continue to increase?” (A true and correct copy of the 

May 9, 2022 email, is attached hereto as Exhibit 7 and incorporated herein by reference.)  

50. Bagchi explained that FSO’s intercompany obligation increased by $3.9 million 

between March 2020 and March 2022, from a starting balance of approximately $4.9 million to an 

ending balance of $8.8 million. He explained that the increase was driven by $3.9 million in funds 

received by FSO from the federal government under the Paycheck Protection Program (“PPP”) 

but never transferred to the Debtor. (Id.)  

51. In the same email, Bagchi explained that these funds were applied as follows by 

FSO: 

- Since FSO did not return the PPP Funds, by implication, it used 
up $3.6M ($3.9M receipt - $0.3M cash balance increase) of the 
funds for its own use. The question is where? 

- Relevant to note that as of March 2020, FSO had only $0.3M 
cash while having $2.5M of A/c Payable, $1.3M of Accrued Exp 
and $1.0M of LoC 

- $1M of LoC paydown (LoC Balance went from $1.0M to $0M) 

- $1M funding for Green Fields (Receivable from [GreenFields] 
went up from $0.3M to $1.3M) 
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- $2M+ reduction in Accounts Payable (went from $2.5M to 
$0.3M) ... Jeff is analyzing to identify the areas where we had so 
much reduction in AP (one of them is possibly benefits due to 
structural change) 

(Id.)  

52. Flynn and Nyberg did not dispute the accuracy of Bagchi’s analysis.  

53. On May 26, 2023—two weeks before the Petition Date—Flynn certified the 

accuracy of the Debtor’s financial statements dated as of March 31, 2023 and publicly posted those 

statements on the Electronic Municipal Market Access (“EMMA”) website. The posted statements 

recorded an intercompany liability owed to the Debtor totaling $8,891,455. (A true and correct 

copy of the March 31, 2023 quarterly financial statements posted on EMMA are attached hereto 

as Exhibit 8 and incorporated herein by reference.)  

54. The $8.9 million intercompany liability as of March 31, 2023 was also identified 

on the Debtor’s and FSO’s Form 990 annual tax returns. (A true and correct copy of the Form 990 

annual tax returns are attached hereto as Exhibit 9 and incorporated herein by reference.)  

C. Flynn and Nyberg Altered the Debtor’s Books and Records to Eliminate FSO’s 
Intercompany Liability.  

55. Shortly before the Petition Date, Flynn and Nyberg began efforts to eliminate the 

intercompany liability for the benefit of FSO and to the detriment of the Debtor.  

56. On June 1, 2023, Flynn asked Nyberg to send him a “reconciliation” of the 

“intercompany balances” that Bagchi prepared in May 2022. (A true and correct copy of Flynn’s 

June 1, 2023 email is attached hereto as Exhibit 10 and incorporated herein by reference.)  

57. Shortly before the Petition Date, on June 3, 2023, Bruce Dopke, Debtor’s counsel, 

emailed Mike Wyse, the Debtor’s financial advisor, copying Flynn and Bobby Guy of Polsinelli, 

and stating:  
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We have an assignment for you and your staff. We would like to 
know whether FVS underpaid the amount due to FSO under its 
management agreement in the fiscal years ending on March 31, 
2022 and 2023. The second question is whether the shortfall (if there 
was one) was recorded as a debt which FVS owed to FSO on the 
intercompany account and the amount of the intercompany 
transaction(s). 

I’ve attached a copy of the management agreement that was put in 
place on Nov. 17, 2017 and is still in effect[t]. The compensation 
provisions are on p. 5. The Management Fee is 15.63% of a subset 
of running the operation which are defined as “Operating Expenses” 
in the first sentence of par. 3.2.1. 

Mike F. has indicated that there were times, especially after January 
of 2021, that the payments that FVS paid FSO for its management 
fee were less than the 15.63% of “Operating Expenses.” We would 
be very much interested in that number, and any information 
which would increase FVS’ intercompany debt to FSO. 

Please call me about this to confirm that you can do this (or not). 
This is a high priority ask.  

(Ex. 3, emphasis added.)  

58. On June 4, 2023, Cole Celenza of Wyse Advisors responded to Dopke’s email: 

Please find the management calculation for the fiscal years 2019 
through 2022 attached. Per our calculation, an approximate 
surplus of $1.4 million has been paid . . . . We have an outstanding 
request for the FY23 P&L, and will update once received. We are 
available anytime to discuss. 

Mike Flynn - Is there supporting schedules for the monthly 
management fees for comparison? 

(Id., emphasis added). Bruce Dopke responded: “So FSO was overpaid by $1.4 MM? Was that 

booked in the intercompany account?” (Id.) 

59. On June 5, 2023, Mike Flynn wrote, “FSO did not book any receivable from FVS 

Our process was to charge FVS what was necessary to cover costs not to exceed the contractual 

amount due.” (Id.)  
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60. After Wyse Advisors told Flynn that FSO owed money to the Debtor, Flynn turned 

to Nyberg, FSO’s controller, to see if he could obtain a better answer.  

61. On June 7, 2023—two days before the Petition Date—Nyberg emailed Flynn using 

the subject line: “Intercompany Analysis – FVS.” Nyberg wrote, “Breakdown of FVS 

intercompany due from FSO at 4/30/23,” and included a chart showing an $8,530,366 million 

intercompany receivable owed to FVS from FSO, a reduction of approximately $350,000 from 

March 31, 2023. (A true and correct copy of the June 7, 2023 email is attached hereto as Exhibit 11 

and incorporated by reference.) 

62. On the Petition Date, FSO’s intercompany liability was approximately $8.5 million.  

63. On June 16, 2023, one week after the Petition Date, Nyberg informed Cole Cezela 

of Wyse Advisors that he was working on “proposed and potential adjustments” to reduce FSO’s 

intercompany liability to the Debtor. (A true and correct copy of the June 16, 2023 email is attached 

hereto as Exhibit 12 and incorporated by reference.)  

64. Mike Wyse of Wyse Advisors testified that he “[didn’t] know how the adjustments 

came about” and that Wyse Advisors “weren’t part of that”—rather, Flynn and Nyberg made the 

adjustments. (See Tr. 4/10/2024 Mike Wyse Dep. at 69:14-70:4. A true and correct copy of the 

deposition is attached hereto as Exhibit 13 and incorporated by reference.) 

65. On June 20, 2023, Nyberg sent Flynn and FSO counsel, Eric Walker of Cooley 

LLP, two emails with proposed adjustments that would reduce FSO’s intercompany liability to the 

Debtor by $6.7 million. (A true and correct copy of the June 20, 2023 emails is attached hereto as 

Exhibit 14 and incorporated by reference.) 

66. On June 21, 2023, Flynn apprised Dopke of his efforts to adjust the intercompany 

liability that was reflected in the Debtor’s books and records as of the Petition Date. He wrote:  
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Attached are the tax returns and Internally prepared 3/31/23 
Financial Statements that the US Trustee requested. 

The spreadsheet reflects the $8M+ intercompany balance. Is it okay 
to send this to the trustee or should we wait until it is reconciled and 
make an adjustment before sending? We might have an answer 
tomorrow. We are getting close. 

(A true and correct copy of the June 21-22, 2023 email is attached hereto as Exhibit 15 and 

incorporated by reference.) 

67. On June 22, 2023, Dopke responded to Flynn, explaining that FSO’s counsel, Eric 

Walker of Cooley, was working to eliminate the intercompany receivable.  

Mr. Walker informs me that FSO is working with the accountants 
to deal, perhaps completely, with the intercompany. So I’ll forward 
the tax returns to Mr. Knox [of the U.S. Trustee’s office]. He will 
have to wait until we get clarity on the intercompany issues. 

(Id. (emphasis added).) 

68. Over the next several days, Nyberg continued to alter FSO’s intercompany balance 

at the direction of FSO’s counsel.  

69. On June 27, 2023, Nyberg emailed Flynn, writing: 

In reviewing the management agreement, I agree with Eric's 
assertion that “FSO administrative expenses are paid by FVS.” I 
summarized the sections of the agreement that define Management 
vs Administrative Services, as follows. Attached are the updated 
analyses, which reflect a total adjustment to intercompany of 
$8,182,025. 

(A true and correct copy of the June 27, 2023 email, with true and correct excerpts of the attached 

spreadsheets, is attached hereto as Exhibit 16 and incorporated by reference.) 

70. Among other things, the June 27, 2023 reconciliation purported to reverse the 

forgiveness of $1.8 million in management fees that Flynn had ordered in 2018 and retroactively 

charged the Debtor $6.2 million in FSO administrative expenses for six years, for fiscal years 2018 

to 2024, although those administrative expenses were never invoiced to the Debtor. Flynn 
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subsequently testified that the reversal of the $1.8 million forgiveness in 2018 was “not a correct 

adjustment.” (Tr. 06/18/24 Conf. Hr’g at 348:2-6. A true and correct copy of the June 17-18, 2024 

transcript is attached hereto as Exhibit 17 and incorporated by reference.) 

71. Debtor’s counsel’s subsequent communication confirms that they deferred to 

FSO’s counsel in allowing their client the Debtor to eliminate this inter-company liability. 

Specifically, on July 3, 2023, Dopke wrote to Mike Wyse, copying Flynn and Polsinelli 

shareholder Jeremy Johnson, “I am informed that FSO and FVS have agreed on the intercompany 

account, presumably as of June 9, 2023. It goes without saying that this claim should be noted in 

Schedule F.” (A true and correct copy of the July 3, 2023 email is attached hereto as Exhibit 18 

and incorporated by reference.) 

72. On July 6, 2023, Trinitee Green of Polsinelli had a call with Eric Walker of Cooley, 

counsel to FSO, and recorded the following notes:  

FVS owes about $1 mm to FSO - they reconciled and identified 
some errors and they brushed off management agreement and 
reviewed it and realized it said something different than how 
calculated in the past and other reasons. 

Pretty detailed reconciliation to tie it all out. Bruce has it has will 
share with Jeff N. 

He gave Bruce the update on Sunday. 

(A true and correct copy of the Green’s notes are attached hereto as Exhibit 19 and incorporated 

by reference.) 

73. On July 17, 2023, Nyberg booked a journal entry that “includes the retroactive 

adj[ustment] for Management Fees and Administrative Expenses” for the six-year period from 

fiscal years 2018 through 2023. Nyberg entered PY [Prior Year] Adjustments to the Management 

Fees and Administrative Expenses reducing FSO’s liability to Debtor by $7,998,573.45, and 
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backdated those entries to April 2023. Nyberg then asked Flynn for permission to close the books 

for April, which Flynn provided later that day. (A true and correct copy of the July 17, 2023 email 

and excerpt of attachment is attached hereto as Exhibit 20 and incorporated by reference.) 

74. Flynn and Nyberg continued to alter the Debtor’s books and records. On September 

11, 2023, Flynn sent Nyberg an email stating: “I would like to get the intercompany reconciliation 

at a place where I can send it to Eric Walker at Cooley [FSO’s counsel].” Flynn then suggested 

several revisions to the reconciliation, including that Nyberg provide detail on what is included in 

the six years of retroactive charges for administrative expenses. (A true and correct copy of the 

September 11, 2023 email, with a true and correct excerpt of the referenced spreadsheet, is attached 

hereto as Exhibit 21 and incorporated by reference.) 

75. Later on September 11, 2023, Nyberg sent Flynn an updated reconciliation, 

reducing the retroactive charge for administrative expenses from $6.2 million to $4.7 million, but 

including a new, allegedly off-setting charge to the Debtor for $1.459 million in legal fees. (Id.) 

76. Nyberg subsequently testified that he was unaware of the basis for the 

Administrative Expenses that comprised most of the post-petition reconciliation, and was simply 

computing the difference between “what was charged versus what should have been charged” and 

was provided “one amount to charge per month.” (See Tr. 4/5/2024 Nyberg Dep. at 60:4–61:13. 

A true and correct copy of the pertinent portions of this testimony is attached hereto as Exhibit 22 

and incorporated herein by reference.)  

77. On January 6, 2024, Eric Walker (FSO counsel) sent an email to the Debtor’s co- 

counsel at Polsinelli and to Dopke, “attach[ing] an intercompany analysis performed by Mike 

Flynn and Jeff Nyberg which reconciles and corrects the $8.8m intercompany receivable that had 

been incorrectly carried on FVS’s books, which is being shared based on our agreement this 

Case 25-00130    Doc 1    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Main
Document      Page 20 of 53



 
 
 

19 
 

morning that it will be kept strictly confidential between and among FSO and FVS pursuant to our 

common interest agreement.” (A true and correct copy of the January 6, 2024 email is attached 

hereto as Exhibit 23 and incorporated by reference.)  

78. On December 22, 2023, Flynn falsely testified at his deposition that the 

reconciliation of intercompany balances occurred pre-petition, in March or April 2023. (See Tr. 

12/22/23 Flynn Dep. at 68:5-13 (Ex. 2).) 

79. On March 7, 2024, Dopke sent an email to Eric Walker referencing a recent meeting 

with Nyberg, in which he stated that Nyberg “informed and assured me (during yesterday’s 

meeting) that the adjustments [to the intercompany balances] were actually made in the Debtor’s 

accounting system on or about April 30, 2023.” (A true and correct copy of the March 7, 2024 

email is attached hereto as Exhibit 24 and incorporated by reference.) 

III. FSO Imposed Non-Contractual Management Fees on the Debtor.  

80.  On July 28, 2023, FSO assessed $736,343.00 in management fees on the Debtor 

for June 2023 and July 2023. (See Chapter 11 Monthly Operating Report for the Month Ending 

07/31/2023 at 17/53 [Dkt. 221].) FSO’s assessment of these management fees was inconsistent 

with the pattern and practice of how the parties interpreted the terms of the Management 

Agreement prior to Flynn and Nyberg’s “reconciliation” of FSO’s $8.9 million obligation to the 

Debtor.  

IV. FSO Misappropriated $7.7 Million of the Debtor’s ERTC Funds.  

A. The Debtor Was Entitled to $7.7 Million in ERTC Funds.  

81. On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the 

“CARES Act”) was signed into law to provide economic assistance to individuals and businesses 

in response to the numerous issues related to the onset of the COVID-19 pandemic. Among other 
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things, the CARES Act created an employee retention tax credit (“ERTC”) “designed to 

encourage Eligible Employers to keep employees on their payroll despite experiencing an 

economic hardship related to COVID-19.”1  

82. In early 2022, the Debtor and/or FSO retained a consultant, Synergi Partners, to 

assist them with the ERTC application process.  

83. FSO, with Synergi’s assistance, submitted ERTC applications to the IRS for the 

period of March 12, 2020 through September 2021 on behalf of the Debtor, FSO, and non-debtor 

affiliates FSO Foundation (the “Foundation”) and Friendship Village of Mill Creek, NFP, d/b/a 

GreenFields of Geneva (“GreenFields”). The applications were submitted under FSO’s employee 

identification number, but the relevant wages were paid by the Debtor, FSO, and related entities, 

with payments from non-FSO affiliates simply “passing through” FSO. 

84. On or about March 29, 2022, Synergi prepared a payment summary (the “ERTC 

Payment Summary”) of the qualified wages paid by the Debtor, FSO, GreenFields, and the 

Foundation, as well as the corresponding payments earned and to be paid under the ERTC 

program, summarized in the following table:  

Entity Total Wages and 
Costs Paid 

Total Qualified Wages 
and Costs 

Earned ERTC 
Payment 

Debtor $20,959,832.39 $11,145,696.82 $7,662,286.71 
GreenFields $8,546,832.30 $3,947,003.49 $2,716,670.48 
FSO $3,288,163.79 $987,745.90 $673,664.47 
Foundation $210,545.77 $68,216.46 $46,108.23 
TOTAL $33,005,515.25 $16,148,662.66 $11,098,729.89 

 
(A true and correct copy of the ERTC Payment Summary is attached hereto as Exhibit 25 and 

incorporated by reference.) 

 
1 COVID-19-Related Employee Retention Credits: Overview, Internal Revenue Service, 
https://www.irs.gov/newsroom/covid-19-related-employee-retention-credits-overview (last 
visited Apr. 8, 2025).  
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85. Collectively, the entities paid $16,148,622.66 in ERTC qualified wages and 

insurance costs, of which the Debtor paid $11,145,696.82 (72% of the total). Accordingly, 

$7,662,286.71 (i.e., 72%) of the total $11,098,729.89 in ERTC payments were allocated to the 

Debtor in the ERTC Payment Summary. FSO, which paid $987,745.90 (6%) of the total ERTC 

qualified wages and insurance costs, was allocated $673,664.47 (i.e., 6%) of the ERTC payments. 

86. The allocation of wages paid and ERTC payments earned in the ERTC Payment 

Summary is consistent with how the Debtor and FSO reported their respective income and 

expenses in the Debtor’s and FSO’s annual Form 990 tax returns filed with the IRS. (See Ex. 9.) 

Flynn testified that this allocation was consistent with IRS guidance. (See Tr. Confirmation Hr’g 

at 193:4-16 (Ex. 17).) 

87. The first two payments of ERTC funds, totaling approximately $250,000, were 

received in or about August 2022. Consistent with the allocation of the qualified wages and 

insurance costs paid by the Debtor, FSO paid approximately 70% of these initial ERTC funds to 

the Debtor.  

B. Before the Petition Date, the Debtor Repeatedly Represented to Third Parties 
That It Was Entitled to $7.7 Million in ERTC Assets.  

88. Before the Petition Date, the Debtor regularly represented to third parties that it was 

entitled to a 72% allocation of future ERTC distributions as set forth in the ERTC Payment 

Summary. 

89. On June 13, 2022, in connection with the Debtor’s sale process, Flynn explained in 

an email to RBC Capital Markets that “FVS is expecting to receive approximately $7.6M” from 

the ERTC program. After RBC questioned Flynn’s calculation, Flynn forwarded the ERTC 

Payment Summary and explained that “[t]he spreadsheets show which entity the employees work 

for to allocate the credit appropriately between each entity” and that “FVS gets the lions share 
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since it has the greatest payroll.” (A true and correct copy of the June 13-14, 2022 email is attached 

hereto as Exhibit 27 and incorporated by reference.) 

90. Similarly, on June 22, 2022, Flynn, in an email to the Debtor’s investment banker, 

explained, “Where funds were received at the FSO level, 72% of funds are allocated to FVS since 

FVS has that Percentage of the labor.” (A true and correct copy of the June 22, 2022 email is 

attached hereto as Exhibit 27 and incorporated by reference.) 

91. In a draft asset purchase agreement dated January 5, 2023, under which the Debtor 

would sell its facilities and business operations (a sale that was ultimately withdrawn by the 

bidder), the Debtor included 50% of its anticipated ERTC Funds (which it valued at approximately 

$7.5 million) in the assets to be purchased. (A true and correct copy of the draft Asset Purchase 

Agreement is attached hereto as Exhibit 28 and incorporated by reference.) 

92. In the Debtor’s monthly cash forecasts prepared in December 2022, which it shared 

with the Bond Trustee and other creditors, the Debtor also included anticipated receipt of ERTC 

funds. (A true and correct excerpt of the cash flow forecast is attached hereto as Exhibit 29 and 

incorporated by reference.) 

93. On April 28, 2023, Sheahen, a member of the Debtor’s Board, sent an email to a 

member of Illinois U.S. Senator Dick Durbin’s staff saying that the Debtor has been waiting to 

receive “a 7.2 million employee tax credit for over a year.” Sheahen requested Senator Durbin’s 

assistance to expediate payment of the ERTC funds, saying that such payment “would keep us [i.e. 

the Debtor] from moving towards bankruptcy.” (A true and correct copy of the April 28, 2023 

email is attached hereto as Exhibit 30 and incorporated by reference.) 

94. Flynn testified that, as of the end of April 2023, he expected the ERTC credits 

would be immediately paid by FSO to FVS. (See Tr. 12/22 Flynn Dep. at 134:12-135:6 (Ex. 2).)  
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95. Flynn’s expectations continued after the Petition Date. On June 30, 2023, Wyse 

asked Flynn if he was able to “bifurcate” the ERTC Funds received, and Flynn forwarded a 

reconciliation of the ERTC funds showing the Debtor was owed approximately $7.4 million of the 

total ERTC assets, consistent with the ERTC Payment Summary. (A true and correct copy of the 

email chain and June 30, 2023 reconciliation is attached hereto as Exhibit 31 and incorporated by 

reference.)  

C. FSO Appropriated the Debtor’s ERTC Funds for Its Own Use. 

96. FSO received an additional ERTC payment in or around May 2023.  

97. On May 19, 2023, $3,772,198.74 of ERTC funds were remotely deposited in the 

Debtor’s bank account. (A true and correct copy of FVS’s Schaumburg Bank and Trust 

Commercial Checking Account x1095 for the month ended May 31, 2023 is attached hereto as 

Exhibit 32 and incorporated by reference.)  

98. On information and belief, FSO caused $3,684,637.05 to be transferred from the 

Debtor’s bank account to FSO’s bank account on May 23, 2023. (A true and correct copy of FSO’s 

Schaumburg Bank and Trust Commercial Checking Account x1095 is attached hereto as Exhibit 

33 and incorporated by reference.) 

99. Consistent with the initial allocation, FSO paid GreenFields its portion of ERTC 

funds attributable to its employee wages and costs consistent with the allocation in the ERTC 

Payment Summary and past practice.  

100. FSO did not, however, transfer any additional ERTC funds to the Debtor, and 

instead decided that the $7.7 million in ERTC funds received on account of the Debtor’s payroll 

expenses would remain with FSO.  
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101. Although Flynn recognized that these ERTC funds related to the Debtor’s employee 

wages, FSO withheld the funds to improve its position in the Debtor’s bankruptcy case. Flynn 

explained: 

At this point [FSO’s] board said we want to retain those ERTC funds 
so we could get through the bankruptcy process and not spend it on 
anything related to the community at this point because we just 
didn’t have the cash resources to take that chance. 

(See Tr. 12/22/2023 Flynn Dep. at 115:9-15 (Ex. 2).)  

102. Specifically, Flynn explained that FSO would use the Debtor’s ERTC assets to pay 

its own costs in the Debtor’s bankruptcy case and fund the Debtor’s $3 million DIP Facility. 

Q. And was any explanation provided to you of the basis for the 
debtor’s position in this paper that it was willing to take these ERTC 
proceeds as a loan instead of as the pass-through payment that it was 
previously expecting? 

A. They—the board—I’m going from recollection. They were 
comfortable with this because they felt it would get them to—gave 
them the opportunity to get through the bankruptcy process and have 
the funds available to pay potential costs associated with that. 

Q. Well you understand that you were the CEO of the debtor at the 
time this was negotiated, correct? 

A. That’s correct. 

Q. You understood you had a fiduciary duty to maximize the assets 
of the debtor’s estate for the benefit of all creditors, correct? 

A. Correct. 

Q. And in accordance with that duty did you ever say to anyone 
involved in this process, that we, the debtor, have a claim to these 
ERTC funds because absent the bankruptcy they would have been 
paid to us directly as a pass through since we paid the expenses that 
generated those funds? 

A. I did not make that statement, no. 

Q. Are you aware of anyone else making that statement? 
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A. No. 

Q. And you didn’t ask that question, you didn’t think you had a duty 
to ask that question given your fiduciary duties as CEO of the debtor 
entity? 

A. I did not. 

(See id. at 138:21-140:4.)  

103.  Flynn further testified that: 

Q. So it was only as you got closer to the bankruptcy that FSO 
decided it would like to keep that money for itself? 

A. That’s correct. I’ll just qualify, not keep for itself. Again, to use 
it to help us get through the bankruptcy process. 

Q. But help you, but to take money out of the bankruptcy estate 
where it could be used to benefit all the creditors of the estate in 
accordance with the bankruptcy rules and instead just keep it so FSO 
could administer it to itself? 

. . . 

A. That’s correct.  

(See id. at 127:2-15.) 

104. Consistent with Flynn’s testimony, FSO used the ERTC payments to fund a retainer 

for its counsel of at least $250,000 and to fund the DIP Facility.  

D. The Debtor Did Not Investigate FSO’s Appropriation of the ERTC Funds.  

105. Prior to the Petition Date, Polsinelli conducted preliminary research regarding 

ownership of ERTC assets. In a May 2, 2023 internal Polsinelli email, Jeremy Johnson emailed 

Bobby Guy and Trinitee Green, noting that he had not found any controlling caselaw on ERTC 

ownership but adding: “My gut is that it’s a general intangible that's likely part of [the Bond 

Trustee’s] collateral package if it went directly to FVS.” (A true and correct copy of the May 2, 

2023 email is attached hereto as Exhibit 34 and incorporated by reference (emphasis added).) 
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106. Instead of advancing the position that at least one of the Debtor’s lawyers believed 

was the correct answer, Debtor’s counsel took the position that FSO was entitled to the funds 

because that position would prevent the bondholders from claiming the funds as part of their 

collateral. On July 21, 2023, Scott Clar, counsel to the Committee, emailed Dopke asking, “isn't 

there an argument that [ERTC] funds belong to the debtor?” Dopke proposed the following 

response to Polsinelli: 

In the first place, we haven't seen any case authority to establish that 
the ERTC refunds should have gone to the Debtor instead of FSO, 
which unlike the Debtor, applied for the credit, was given the credit, 
was paid a refund for the credit. We know that the Bondholders are 
pushing to establish that the Bond Trust has a lien on the credits. 
You would think, after all the time we've been working with them, 
that they would have shown us some authority to consider. Frankly, 
we have a lot to do and finances are very tight, as your FA will 
eventually tell you. 

(A true and correct copy of the July 21-24, 2023 email chain is attached hereto as Exhibit 35 and 

incorporated by reference.) 

107.  On July 24, 2023, Trinitee Green of Polsinelli responded:  

[W]hile we didn’t find affirmative authority to say the funds are 
[n]ot subject to UMB liens, we uncovered no authority that would 
support the position that they are. 

So from my perspective this is good to if you want to move the ball 
forward with Clar on these issues. 

(Id.) 

108. As late as August 10, 2023, Debtor’s counsel appeared to recognize that the Debtor 

was entitled to the ERTC assets. That day, Wyse forwarded to Bobby Guy of Polsinelli an ERTC 

payment reconciliation prepared by FSO, which reflecting the Debtor’s entitlement to $7.7 million 

in ERTC funds. Guy then forwarded Wyse’s email to Jeremy Johnson, adding, “FYI – if we have 

to attempt a cramdown, we may have the money . . . .” (See Ex. 31.) 
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109. Nevertheless, when FSO claimed that it was entitled to the Debtor’s ERTC assets, 

Debtor’s counsel did not challenge its position. 

V. FSO Imposed a Settlement Agreement for the Benefit of FSO upon the Debtor. 

110. After FSO, Flynn, and Nyberg eliminated FSO’s $8.9 million intercompany 

liability to the Debtor and appropriated the Debtor’s $7.4 million in ERTC funds, they sought to 

insulate FSO from liability by negotiating a settlement agreement that would release all estate 

claims against FSO and directors and officers that would be incorporated in the Debtor Plan (the 

“Plan Settlement Agreement”). 

111. FSO negotiated the Plan Settlement Agreement with the Committee. Under the 

agreement, FSO and its directors and officers would have received full releases of claims, 

including any claims relating to the intercompany reconciliation or ERTC funds. In consideration 

for these releases, FSO would forgive $1 million of the money advanced under the DIP Facility—

funds that belonged to the Debtor’s estate in the first place. Under the Plan Settlement, the 

Committee’s constituents would receive $1.5 million.  

112. The Debtor was not involved in settlement negotiations. FSO requested the 

Debtor’s support only after the Committee agreed to FSO’s terms.  

113. On January 6, 2024, Trinitee Green of Polsinelli recorded notes of a call among 

Dopke, Polsinelli, Cooley, and Douglas Lutz of Frost Brown Todd (counsel to the FSO Board), 

which she emailed to herself and Jeremy Johnson of Polsinelli. The notes reflected the Debtor’s 

lack of involvement or oversight in the settlement process. Green wrote: 

Bruce wants to get in front of the board to let them know what we're 
doing. Eric says there have been recent FSO board meetings. Bruce 
wants to get in front of the FVS board to tell them what's been 
happening and he wants this meeting to occur quickly. 
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Not sure that FVS board members have a vote but we’ve been 
providing information to them so that they have ability to give 
suggestions and blessings to parent. 

Eric says he understands that FVS does take action on behalf of 
FVS but Doug says FVS cannot do much on its own but makes 
recommendations to FSO board. 

And FSO board typically blesses those decisions 

(A true and correct copy of Green’s notes is attached hereto as Exhibit 36 and incorporated by 

reference (emphasis added).) 

114. Green’s notes also reflect concern about the propriety of the intercompany 

reconciliation: 

8 million interco liability has Bruce very concerned 

• If Mike Flynn and Jeff Nyberg just sat down without authority 
to eliminate a legitimate itnerco [sic] claim that FVS had against 
FSO, he’s very nervous and we should consider a claim that 
would … 

(See id.)  

115. The Debtor held a Board meeting on January 9, 2024 to consider the settlement. 

Green emailed herself notes of the board meeting, which provide in pertinent part: 

FVS still exists and is the Debtor and the Board that has to make 
decisions on behalf of the Debtor; FSO has reserved powers over 
everything they do. This conversation is going to be a little delicate 
because they have fiduciary duties that are owed to creditors and 
residents. FSO has gone to the Committee an, negotiated release of 
D&O Claims that they could pursue to get to insurance proceeds. 
FSO cut a deal because ft a nonprofit and not trying to preserve 
profit and we’re going to cut a deal. That’s the deal that Doug 
explained. The Committee has agreed to it. The Term Sheet is 
written as if FVS entered into the deal but FVS wasn’t involved in 
those negotiations. So that’s why we’re here to have the 
conversation. 

. . . 
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Jean: Moved to support the plan settlement that has been proposed 
by FSO to the Committee and accepted by the Committee. Kathy 
and Mary voted in favor. 

(A true and correct copy of Green’s notes are attached hereto as Exhibit 37 and incorporated by 

reference.) 

116. Consistent with Green’s notes, the Debtor’s Board approved the settlement 

agreement notwithstanding the Board members’ conflicts and even though this settlement was not 

in the best interests of the Debtor or its bankruptcy estate.  

VI. The Debtor Failed to Investigate Claims Against FSO.  

117. The Debtor, its officers, directors, and professionals all failed to investigate the 

estate’s claims against FSO.  

118. The Debtor’s CEO, Flynn, and controller, Nyberg, made no effort to investigate the 

Debtor’s claims against FSO. Flynn and Nyberg were directly involved in attempting to eliminate 

FSO’s $8.9 million intercompany liability and appropriating $7.4 million in ERTC funds for FSO. 

Unsurprisingly, the Debtor’s officers did not investigate their own actions.  

119. The Debtor’s directors also failed to conduct any meaningful oversight of the 

Debtor’s actions or investigation of estate claims. Each of the Board members testified that either 

(a) they were not aware of the intercompany reconciliation and FSO’s appropriation of the 

Debtor’s ERTC funds, and/or (b) that they only learned of these actions at a January 9, 2024 Board 

meeting—several months after the transfers took place.  

120. Schlinkmann testified in a deposition that she had concerns about the reconciliation 

of FSO’s liability at the January 9, 2024 board meeting, but admitted that she did nothing to further 

investigate the reconciliation after this meeting. (See Tr. 4/9/2024 Schlinkmann Dep. at 28:7-16. 

A true and correct copy of the pertinent portions of this testimony is attached hereto as Exhibit 38 
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and incorporated by reference.) Schlinkmann recalled a discussion of FSO’s appropriation of the 

Debtor’s ERTC credits, but did not recall when the issue was discussed. (Id. at 37:7–38:7.) 

Schlinkmann subsequently recanted her deposition testimony and submitted a declaration to the 

Court in support of confirmation of the Debtor Plan, which aligned with the Debtor’s litigation 

position. [Dkt. 713.] Schlinkmann expressed support for the intercompany reconciliation (id. 

¶¶ 11-13), and FSO’s appropriation of the Debtor’s ERTC credit (id. ¶¶ 16-18).  

121. Sheahen testified she had no recollection of the “reconciliation” ever having been 

discussed—although she agreed that a dramatic decrease in the intercompany receivable balance 

would be cause for concern. (See Tr. 4/5/2024 Sheahen Dep. at 64:4-66:5. A true and correct copy 

of the pertinent portions of this testimony is attached hereto as Exhibit 39 and incorporated by 

reference.) Sheahen recalled contacting Senator Durbin’s office regarding receipt of the Debtor’s 

ERTC funds and acknowledged that FSO had not transferred the funds to the Debtor. (Id. at 

37:4-9.) Sheahen did not make further inquiry into FSO’s appropriation of the funds, however, 

explaining, “FSO and FVS have always worked very closely together during my tenure so I 

expected that FSO would do what it needed to do for FVS with the money appropriated.” (Id. 

39:13-17.)  

122. Rivera, the board chair, testified that she had no memory of any intercompany 

balance ever being discussed and only a general recollection of the ERTC credits being received. 

(Tr. 4/15/2024 Rivera Dep. at 30:10-34:21. A true and correct copy of the pertinent portions of 

this testimony is attached hereto as Exhibit 40 and incorporated herein by reference.)  

123. In sum, none of the Debtor’s directors took any steps to investigate potential claims 

relating to the intercompany reconciliation or ERTC funds.  
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124. Likewise, the FSO Board, as the Debtor’s sole shareholder and as FVS’s de facto 

directors, caused FVS to act to its own detriment by failing to investigate potential claims relating 

to the intercompany reconciliation or ERTC funds. (See Tr. 4/8/2024 Delanois Dep. at 91:21-92:3. 

A true and correct copy of the pertinent portions of this testimony is attached hereto as Exhibit 41 

and incorporated herein by reference.) 

125. Debtor’s counsel, while apprised of the reconciliation conducted by Flynn, Nyberg, 

and FSO’s counsel, made no apparent effort to investigate or challenge the reconciliation, and 

instead relied on representations from FSO’s counsel regarding their validity. Nor did counsel seek 

to pursue the $7.4 million ERTC claim.  

VII. FSO’s Proof of Claim.  

126. On October 13, 2023, FSO filed a proof of claim asserting a general unsecured 

claim in the amount of $215,354.73 due as of the Petition Date for “Management Fees and 

Administrative Expenses” purportedly due under the Management Agreement. (Proof of Claim 

No. 318. A true and correct copy of the proof of claim is attached hereto as Exhibit 42 and 

incorporated herein by reference.) 

127. The Proof of Claim does not include any calculations of fees owed, but states that 

“supporting documentation for the basis of this amount can be made available upon request of the 

Court or parties withstanding to contest the validity and amount of this Proof of Claim.” (Id. at 

Addendum p. 2. n.2.)  

128. The Proof of Claim makes no reference to FSO’s $8.5 million intercompany 

liability owed to the Debtor as of the Petition Date. Absent Flynn and Nyberg’s improper 

elimination of FSO’s liability to Debtor, any alleged claim owed by the Debtor to FSO would be 

completely offset by the amounts FSO owed to the Debtor.  
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COUNT 1 
Turnover of Assets Under § 542 of the Bankruptcy Code  

(Defendant FSO) 

129. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

130. Section 542(a) of the Bankruptcy Code provides that “an entity, other than a 

custodian in possession, custody or control, during the case, of property that the trustee may use, 

sell, or lease under section 363 of this title, … shall deliver such property or the value of such 

property, unless such property is of inconsequential value or benefit to the estate.” 

131. The ERTC assets are property of the Debtor’s estate, are in FSO’s possession and/or 

control, and are not of inconsequential value or benefit to the estate.  

132. Under section 542 of the Bankruptcy Code, FSO should be ordered to turn over any 

ERTC Funds or their value to the Trustee.  

COUNT 2 
Action to Remedy Violation of the Automatic Stay  

Pursuant to § 362 of the Bankruptcy Code  
(Defendants FSO, Flynn, Nyberg) 

133. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

134. Upon the Petition Date, section 362(a)(3) of the Bankruptcy Code operated as a 

stay against any action to obtain possession of property of the Debtor’s estate or property from 

Debtor’s estate or to exercise control over property of Debtor’s estate. 

135. Upon the Petition Date, section 362(a)(6) of the Bankruptcy Code operated as a 

stay against any action to collect, assess, or recover a claim against the Debtor that arose before 

the Petition Date.  
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136. By eliminating its $8.5 million intercompany liability to the Debtor (the “Post-

Petition Reconciliation”), FSO, Flynn, and Nyberg knowingly and willfully violated sections 

362(a)(3) and 362(a)(6) of the Bankruptcy Code. 

137. The Post-Petition Reconciliation is void, or voidable by the Court, as a violation of 

the automatic stay imposed by sections 362(a)(3) and 362(a)(6) of the Bankruptcy Code. 

COUNT 3 
Avoidance and Recovery of Unauthorized Post-Petition Transfers  

Under §§ 549 and 550(a) of the Bankruptcy Code  
(Defendant FSO) 

138. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

139. Following the Petition Date, FSO eliminated its $8.5 million intercompany liability 

to the Debtor.  

140. Following the Petition Date, FSO charged the Debtor a management fee of 15.63% 

of FVS that was inconsistent with the parties’ course of dealing and constituted overpayments 

under the Management Agreement that were not approved by the Court.  

141. Section 549 of the Bankruptcy Code allows a trustee to avoid transfers of property 

of the estate that occur after the commencement of the case and that are not authorized by the 

Bankruptcy Code or the Court. 

142. The Post-Petition Reconciliation constituted transfers of property of the Debtor’s 

estate because receivable that the Post-Petition Reconciliation eliminated, was property of the 

Debtor and FSO was not authorized by the Court or Bankruptcy Code to take that asset from the 

Debtor. Thus, the Post-Petition Reconciliation may be avoided pursuant to section 549 of the 

Bankruptcy Code.  
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143. Similarly, FSO’s decision to unilaterally amend an insider contract by changing the 

manner in which fees were charged under that agreement and unilaterally taking payments from 

the Debtor’s funds in satisfaction of these unauthorized fees constituted a transfer of the Debtor’s 

funds outside of the ordinary course of business that was not authorized by the Court or the 

Bankruptcy Code and may be avoided pursuant to section 549 of the Bankruptcy Code.  

144. Under section 550(a)(1) of the Bankruptcy Code, the Trustee may recover the value 

of the Post-Petition Reconciliation and the improperly charged management fees from FSO, the 

entity to or for whose benefit the Post-Petition Reconciliation was made, and any subsequent 

transferees. 

145. Under sections 550(a) and (f) of the Bankruptcy Code, within one year after the 

Court enters judgment avoiding the Post-Petition Reconciliation to FSO, the Trustee may bring an 

action to avoid any subsequent transfer of Pre-Petition Reconciliation to any immediate or mediate 

transferee, including but limited to any of the Defendants named herein. The Trustee expressly 

reserves the right to bring such additional actions. 

COUNT 4 
Breach of Contract 
(Defendant FSO) 

146. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

147. The Debtor and FSO’s course of conduct under the Management Agreement did 

not permit FSO to impose a management fee equal to 15.63% of the Debtor’s revenues (the “Post-

Petition Management Fees”).  

148. FSO materially breached the Management Agreement by assessing the Post-

Petition Management Fees.  
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149. As a direct result of FSO’s breaches of the Management Agreement, the Debtor’s 

estate has suffered, and continues to suffer, substantial damages. 

150. The Debtor has performed all of its obligations under its agreements with FSO, 

other than those whose performance is excused by the Bankruptcy Code and this Court’s orders. 

151. Accordingly, the Trustee seeks to recover from FSO all of the improperly charged 

management fees taken from the Debtor’s funds in breach of the Management Agreement. 

COUNT 5 
Avoidance and Recovery of Constructive Fraudulent Transfers  

Under §§ 548(a)(1)(B) and 550(a) of the Bankruptcy Code/Alternatively § 544(b) 
of the Bankruptcy Code and 740 ILCS § 160/5(a)  

(Pre-Petition Reconciliation) 
(Defendant FSO) 

152. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

153. The elimination of approximately $400,000 in FSO intercompany liability reflected 

in Defendant Nyberg’s June 7, 2023 email to Flynn (the “Pre-Petition Reconciliation”) 

constituted a transfer of interest in the Debtor’s property that occurred within two years of the 

Petition Date.  

154. The Pre-Petition Reconciliation was made, mediately or immediately, to FSO.  

155. FSO benefited from the Pre-Petition Reconciliation because it reduced its 

indebtedness to the Debtor. 

156. The Debtor received less than reasonably equivalent value in exchange for Pre-

Petition Reconciliation. 

157. The Debtor was insolvent on the dates the Pre-Petition Reconciliation took place.  
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158. At the time Pre-Petition Reconciliation was made, the Debtor was engaged in 

business or a transaction, or was about to engage in business or a transaction, for which the 

Debtor’s remaining property was an unreasonably small capital. 

159. At the time the Pre-Petition Reconciliation was made, the Debtor intended to incur, 

or believed that it would incur, debts that would be beyond its ability to pay as such debts matured. 

160. The Trustee may avoid the Pre-Petition Reconciliation under section 548(a)(1)(B) 

of the Bankruptcy Code. 

161. The Trustee may recover, for the benefit of the Debtor’s estate, the Pre-Petition 

Reconciliation or its value from FSO. 

162. Under sections 550(a) and (f) of the Bankruptcy Code, within one year after the 

Court enters judgment avoiding the Pre-Petition Reconciliation, the Trustee may bring an action 

to avoid any subsequent transfer of Pre-Petition Reconciliation to any immediate or mediate 

transferee, including but limited to any of the Defendants named herein. The Trustee expressly 

reserves the right to bring such additional actions. 

COUNT 6 
Avoidance and Recovery of Transfers Pursuant to  

§§ 548(a)(1)(A) and 550(a) of the Bankruptcy Code/Alternatively § 544(b) 
of the Bankruptcy Code and 740 ILCS § 160/5(a)  

(Pre-Petition Reconciliation) 
(Defendant FSO)  

163. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

164. The Pre-Petition Reconciliation constituted a transfer of interests in the Debtor’s 

property within two years of the Petition Date.  

165. The Pre-Petition Reconciliation was made, mediately or immediately, to FSO. 
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166. FSO benefitted from the Pre-Petition Reconciliation because it reduced its 

indebtedness to the Debtor. 

167. The Pre-Petition Reconciliation was made with the actual intent to hinder or delay 

the Debtor’s creditors. Among other reasons, (i) the Pre-Petition Reconciliation was made with 

the intent to prevent creditors during an expected bankruptcy case from recovering the Pre-Petition 

Reconciliation from FSO, (ii) the transfer was made to an insider, and (iii) the Debtor was insolvent 

and facing significant claims from creditors including the Bond Trustee and the holders of its 

secured notes. 

168. The Trustee may avoid Pre-Petition Reconciliation under section 548(a)(1)(A) of 

the Bankruptcy Code. 

169. The Trustee may recover, for the benefit of the Debtor’s estate, the Pre-Petition 

Reconciliation or its value from FSO.  

170. Under sections 550(a) and (f) of the Bankruptcy Code, within one year after the 

Court enters judgment avoiding the Pre-Petition Reconciliation, the Trustee may bring an action 

to avoid any subsequent transfer of Pre-Petition Reconciliation to any immediate or mediate 

transferee, including but limited to any of the Defendants named herein. The Trustee expressly 

reserves the right to bring such additional actions. 

COUNT 7 
Avoidance and Recovery of Constructive Fraudulent Transfers  

Under §§ 548(a)(1)(B) and 550(a) of the Bankruptcy Code/Alternatively § 544(b) 
of the Bankruptcy Code and 740 ILCS § 160/5(a)  

(May 2023 ERTC Transfer) 
(Defendant FSO) 

171. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

Case 25-00130    Doc 1    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Main
Document      Page 39 of 53



 
 
 

38 
 

172. The transfer of ERTC funds from FVS’s account to FSO’s account in May 2023 

detailed herein (the “May 2023 ERTC Transfer”) constituted a transfer of interest in the Debtor’s 

property within two years of the Petition Date.  

173. The May 2023 ERTC Transfer was made, mediately or immediately, to FSO.  

174. FSO benefited from the benefitted from the May 2023 ERTC Transfer. 

175. The Debtor received less than reasonably equivalent value in exchange for May 

2023 ERTC Transfer. 

176. The Debtor was insolvent on the dates the May 2023 ERTC Transfer took place.  

177. At the time the May 2023 ERTC Transfer was made, the Debtor was engaged in 

business or a transaction, or was about to engage in business or a transaction, for which the 

Debtor’s remaining property was an unreasonably small capital. 

178. At the time the May 2023 ERTC Transfer was made, the Debtor intended to incur, 

or believed that it would incur, debts that would be beyond its ability to pay as such debts matured. 

179. The Trustee may avoid the May 2023 ERTC Transfer under section 548(a)(1)(B) 

of the Bankruptcy Code. 

180. The Trustee may recover, for the benefit of the Debtor’s estate, the May 2023 

ERTC Transfer or its value from FSO. 

181. Under sections 550(a) and (f) of the Bankruptcy Code, within one year after the 

Court enters judgment avoiding the May 2023 ERTC Transfer , the Trustee may bring an action 

to avoid any subsequent transfer of May 2023 ERTC Transfer to any immediate or mediate 

transferee, including but limited to any of the Defendants named herein. The Trustee expressly 

reserves the right to bring such additional actions. 
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COUNT 8 
Avoidance and Recovery of Transfers Pursuant to  

§§ 548(a)(1)(A) and 550(a) of the Bankruptcy Code/Alternatively § 544(b) 
of the Bankruptcy Code and 740 ILCS § 160/5(a)  

(Defendant FSO)  

182. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

183. The May 2023 ERTC Transfer constituted a transfer of interests in the Debtor’s 

property within two years of the Petition Date.  

184. The May 2023 ERTC Transfer was made, mediately or immediately, to FSO. 

185. FSO benefitted from the May 2023 ERTC Transfer. 

186. The May 2023 ERTC Transfer was made with the actual intent to hinder or delay 

the Debtor’s creditors. Among other reasons, (i) May 2023 ERTC Transfer was made with the 

intent to prevent creditors during an expected bankruptcy case from recovering the Debtor’s ERTC 

assets, (ii) the transfer was made to an insider, and (iii) the Debtor was insolvent and facing 

significant claims from creditors including the holders of its secured notes. 

187. The Trustee may avoid May 2023 ERTC Transfer under section 548(a)(1)(A) of 

the Bankruptcy Code. 

188. The Trustee may recover, for the benefit of the Debtor’s estate, the May 2023 

ERTC Transfer or its value from FSO.  

189. Under sections 550(a) and (f) of the Bankruptcy Code, within one year after the 

Court enters judgment avoiding the May 2023 ERTC Transfer, the Trustee may bring an action to 

avoid any subsequent transfer of May 2023 ERTC Transfer to any immediate or mediate 

transferee, including but limited to any of the Defendants named herein. The Trustee expressly 

reserves the right to bring such additional actions. 
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COUNT 9 
Unjust Enrichment 
(Defendant FSO) 

190. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

191. By withholding the ERTC assets and eliminating FSO’s receivable to the Debtor, 

FSO was enriched in an amount exceeding $16 million, as FSO’s $8.9 million intercompany 

liability to the Debtor was eliminated, it wrongfully withheld the Debtor’s $7.7 million ERTC 

assets, and assessed unjust Post-Petition Management Fees after the Petition Date.  

192. Eliminating FSO’s intercompany liability and withholding the Debtor’s ERTC 

assets enriched FSO at the expense of FVS and its creditors. 

193. It would be against equity and good conscience to permit FSO to retain the ERTC 

Assets and benefit from the elimination of the intercompany liability, which assets or benefit they 

obtained only by virtue of its own misconduct, as described above. 

COUNT 10 
Conversion 

(Defendant FSO) 

194. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

195. FSO exerted a distinct act of dominion over the Debtor’s asset, the ERTC Assets, 

by, among other things, refusing to transfer the portion of ERTC assets generated by the Debtor to 

the Debtor and using the Debtor’s assets to pay FSO’s legal fees and fund a DIP facility. 

196. This act of dominion was wrongful because the ERTC Assets was the Debtor’s 

property and critical source of recovery for creditors. 

197. The conversion by FSO proximately caused the Debtor to suffer injury. 
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COUNT 11 
Claim Disallowance - § 502(b)(1) and (d) of the Bankruptcy Code 

(Defendant FSO) 

198. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

199. FSO submitted a proof of claim in this case. 

200. The Debtor does not owe any amounts to FSO and therefore its proof of claim 

should be disallowed pursuant to section 502(b)(1) of the Bankruptcy Code and applicable state 

law.  

201. In addition, FSO is the transferee or the beneficiary of transfers by the Debtor that 

are avoidable and/or recoverable from FSO under the Bankruptcy Code or applicable state law. 

202. Under section 502(d) of the Bankruptcy Code, any claims held by FSO must be 

disallowed unless FSO turns over the avoidable transfers or their value to the Debtor. 

COUNT 12  
Avoidance of DIP Loan Obligations 

(Defendant FSO) 

203. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

204. The DIP Order provided that: “The Debtor has agreed and represented to the Bond 

Trustee, the Committee and all other parties-in-interest that its entry into the DIP Term Sheet shall 

not waive its rights and/or interests (if any) to claim that the DIP Funds are property of its 

bankruptcy estate and, in the event it is determined that that the DIP Funds are property of the 

Debtor, that its ability to use such funds are not subject to the terms and conditions of this Order 

or the DIP Term Sheet.” (Id. § F(iv).)  
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205. The funds used to fund the DIP loan were the Debtor’s funds and accordingly the 

DIP Order is not enforceable. 

206. Pursuant section 3 of the DIP Order, the Debtor paid interest, fees, and expenses to 

or for the benefit of FSO totaling at least $3.0 million which payments are not authorized because 

the DIP Agreement is not enforceable. All of the payments made pursuant to the DIP Agreement 

should be returned to the estate. In addition, all of the protections afforded to FSO pursuant to the 

DIP Agreement, including any claims against the estate, should be avoided and declared of no 

force and effect.  

COUNT 13 
Alter Ego/Veil Piercing 

(Defendant FSO) 

207. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

208. FSO treated the Debtor as a mere instrumentality or alter ego. 

209. FSO used the Debtor to commit a fraud or wrong against the Debtor’s creditors 

because it disregarded the Debtor’s separate corporate existence when it altered the Debtor’s books 

and records to eliminate its liability to the Debtor and misappropriated $7.7 million in the Debtor’s 

ERTC assets. It furthered its misconduct and misuse of the corporate form by creating the pretense 

of a false loan to the Debtor, and forcing the Debtor to enter into a settlement agreement that for 

the sole benefit of FSO to the detriment of the Debtor and its estate.  

210. FSO is now attempting to rely upon the Debtor’s separate corporate existence to 

cause the Debtor’s creditors to recover only a fraction of the amounts they are owed. 

211. Absent piercing the corporate veil to enable the Debtor’s creditors to recover their 

allowed claims against FSO, the Debtor’s creditors will suffer an unjust loss. 
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COUNT 14 
Breach of Fiduciary Duty 

(Defendant Flynn) 

212. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

213. At all times relevant to this Complaint, Flynn was Chief Executive Officer of the 

Debtor. 

214. As CEO, Flynn owed a duty of loyalty to the Debtor, and was obligated to act in 

good faith and in the best interest of the Debtor. 

215. As CEO, Flynn owed an obligation to deal honestly and fairly with the Debtor. 

216. Flynn breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint, by directing Nyberg to eliminate FSO’s $8.9 million 

obligation to the Debtor, by causing FSO to retain the Debtor’s share of the ERTC Assets, and by 

taking actions or failing to stop actions that benefited FSO to the prejudice and detriment of the 

Debtor. 

217. As a proximate result of Flynn’s breaches of his fiduciary duties, FVS was damaged 

in an amount exceeding $16 million.  

COUNT 15  
Breach of Fiduciary Duty 

(Defendant Nyberg) 

218. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

219. At all times relevant to this Complaint, Nyberg served as an officer or de facto 

officer of the Debtor.  
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220. Nyberg owed a duty of loyalty to the Debtor, and was obligated to act in good faith 

and in the best interest of the Debtor. 

221. Nyberg owed an obligation to deal honestly and fairly with the Debtor. 

222. Nyberg breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint, by eliminating FSO’s $8.5 million intercompany 

obligation to the Debtor, and by taking actions or failing to stop actions that benefited FSO to the 

prejudice and detriment of the Debtor. 

223. As a proximate result of Flynn’s breaches of his fiduciary duties, the Debtor was 

damaged in an amount exceeding $8 million.  

COUNT 16  
Aiding and Abetting Breach of Fiduciary Duty 

(Defendant Nyberg) 

224. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

225. At all times relevant to this Complaint, Flynn was CEO of the Debtor and FSO. 

226. As CEO, Flynn owed a duty of loyalty to the Debtor, and was obligated to act in 

good faith and in the best interest of the Debtor. 

227. As CEO, Flynn owed an obligation to deal honestly and fairly with the Debtor. 

228. Flynn breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint; by directing Nyberg to eliminate FSO’s $8.9 million 

intercompany obligation to FVS, by causing FSO to retain the Debtor’s share of the ERTC assets, 

and by taking actions or failing to stop actions that benefited FSO to the prejudice and detriment 

of the Debtor. 
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229. Nyberg knew that Flynn was breaching his fiduciary duties and substantially 

assisted Flynn in breaching his duties because Nyberg was the primary individual responsible for 

reconciling the FSO intercompany liability.  

230. The breaches of fiduciary duty by Flynn, aided and abetted by Nyberg, proximately 

caused the Debtor to suffer over $16 million in damages that was not in the best interests of the 

Debtor and its creditors.  

COUNT 17 
Breach of Fiduciary Duty 

(Defendants Rivera, Schlinkmann, Sheahan) 

231. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

232. At all times relevant to this Complaint, Rivera was chair of the Debtor’s board of 

directors, Schlinkmann was a member of the Debtor’s board of directors, and Sheahan was a 

member of the Debtor’s Board.  

233. As members of the Debtor’s Board, Rivera, Schlinkmann, and Sheahan owed a duty 

of loyalty to the Debtor, and was obligated to act in good faith and in the best interest of the Debtor. 

234. As members of the Debtor’s Board, Rivera, Schlinkmann, and Sheahan owed an 

obligation to deal honestly and fairly with the Debtor. 

235. Rivera, Schlinkmann, and Sheahan breached their fiduciary duties to the Debtor by 

engaging in the conduct described with particularity in this Complaint and by taking actions or 

failing to stop actions that benefited FSO to the prejudice and detriment of the Debtor. 

236. As a proximate result of Rivera’s, Schlinkmann’s, and Sheahan’s breaches of their 

fiduciary duties, the Debtor was damaged in an amount exceeding $16 million.  
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COUNT 18 
Aiding and Abetting Breach of Fiduciary Duty 

(Defendant Rivera, Schlinkmann, Sheahan) 

237. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

238. At all times relevant to this Complaint, Rivera was chair of the Debtor’s Board, 

Schlinkmann was a member of the Debtor’s Board, and Sheahan was a member of the Debtor’s 

Board.  

239. As CEO, Flynn owed a duty of loyalty to the Debtor, and was obligated to act in 

good faith and in the best interest of the Debtor. 

240. As CEO, Flynn owed an obligation to deal honestly and fairly with the Debtor. 

241. Flynn breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint; by directing Nyberg to eliminate FSO’s $8.9 million 

obligation to the Debtor; by failing to remit to the Debtor its share of the ERTC Assets; and by 

taking actions or failing to stop actions that benefited FSO to the prejudice and detriment of the 

Debtor. 

242. At all times relevant to this Complaint, Nyberg served as an officer or de facto 

officer of the Debtor.  

243. Nyberg owed a duty of loyalty to the Debtor, and was obligated to act in good faith 

and in the best interest of the Debtor. 

244. Nyberg owed an obligation to deal honestly and fairly with the Debtor. 

245. Nyberg breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint; by eliminating FSO’s $8.5 million intercompany 
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obligation to the Debtor; and by taking actions or failing to stop actions that benefited FSO to the 

prejudice and detriment of the Debtor 

246. Rivera, Schlinkmann, and Sheahan knew that Flynn and Nyberg were breaching 

their fiduciary duties because their activity was described at the January 9, 2024 Board meeting.  

247. Rivera, Schlinkmann, and Sheahan substantially assisted Flynn’s and Nyberg’s 

breaches of fiduciary duties by ratifying their actions and failing to investigate causes of action for 

the benefit of the Debtor. 

248. The breaches of fiduciary duty by Flynn and Nyberg, aided and abetted by Rivera, 

Schlinkmann, and Sheahan, proximately caused the Debtor to suffer over $16 million in damages.  

COUNT 19 
Breach of Fiduciary Duty 

(Defendants Delanois, Trimble, Roehll) 

249. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

250. At all times relevant to this Complaint, Delanois was chair of the FSO Board, 

Trimble was a member of the FSO Board, and Roehll was a member of the FSO Board.  

251. FSO was the Debtor’s sole shareholder, and as members of the FSO Board, 

Delanois, Trimble, and Roehll owed a duty of loyalty to the Debtor, and was obligated to act in 

good faith and in the best interest of the Debtor. 

252. FSO was the Debtor’s sole shareholder, and as members of the FSO Board, 

Delanois, Trimble, and Roehll owed an obligation to deal honestly and fairly with the Debtor. 

253. Delanois, Trimble, and Roehll breached their fiduciary duties to the Debtor by 

engaging in the conduct described with particularity in this Complaint and by taking actions or 

failing to stop actions that benefited FSO to the prejudice and detriment of the Debtor. 
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254. As a proximate result of Delanois’s, Trimble’s, and Roehll’s breaches of their 

fiduciary duties, the Debtor was damaged in an amount exceeding $16 million.  

COUNT 20 
Aiding and Abetting Breach of Fiduciary Duty 

(Defendant Delanois, Trimble, Roehll) 

255. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

256. At all times relevant to this Complaint, Delanois was chair of the FSO Board, 

Trimble was a member of the FSO Board, and Roehll was a member of the FSO Board.  

257. As CEO, Flynn owed a duty of loyalty to the Debtor, and was obligated to act in 

good faith and in the best interest of the Debtor. 

258. As CEO, Flynn owed an obligation to deal honestly and fairly with the Debtor. 

259. Flynn breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint; by directing Nyberg to eliminate FSO’s $8.9 million 

obligation to the Debtor; by failing to remit to the Debtor its share of the ERTC Assets; and by 

taking actions or failing to stop actions that benefited FSO to the prejudice and detriment of the 

Debtor. 

260. At all times relevant to this Complaint, Nyberg served as an officer or de facto 

officer of the Debtor.  

261. Nyberg owed a duty of loyalty to the Debtor, and was obligated to act in good faith 

and in the best interest of the Debtor. 

262. Nyberg owed an obligation to deal honestly and fairly with the Debtor. 

263. Nyberg breached his fiduciary duties to the Debtor by engaging in the conduct 

described with particularity in this Complaint; by eliminating FSO’s $8.5 million intercompany 
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obligation to the Debtor; and by taking actions or failing to stop actions that benefited FSO to the 

prejudice and detriment of the Debtor 

264. Delanois, Trimble, and Roehll knew that Flynn and Nyberg were breaching their 

fiduciary duties because their activity was described at the January 9, 2024 board meeting.  

265. Delanois, Trimble, and Roehll substantially assisted Flynn’s and Nyberg’s breaches 

of fiduciary duties by ratifying their actions and failing to investigate causes of action for the 

benefit of the Debtor. 

266. The breaches of fiduciary duty by Flynn and Nyberg, aided and abetted by 

Delanois, Trimble, and Roehll, proximately caused the Debtor to suffer over $16 million in 

damages 

COUNT 21 
Accounting 

(Defendant FSO) 

267. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

268. Without an accounting from FSO, the Trustee does not have an adequate remedy at 

law.  

269. Defendants Flynn, Nyberg, Rivera, Schlinkmann, and Sheahan breached their 

fiduciary duties to the debtor as described with particularity in this Complaint, by causing FSO to 

retain the Debtor’s share of the ERTC Assets, by causing FSO to eliminate its $8.9 million 

obligation to the Debtor, and by taking actions or failing to stop actions that benefited FSO to the 

prejudice and detriment of the Debtor.  

270. The Trustee must determine where FSO transferred (a) the Debtor’s ERTC assets, 

and (b) the funds FSO retained by eliminating its $8.9 million obligation to the Debtor.  
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271. The transfers between the Debtor and FSO involved mutual, complex accounts.  

272. The Trustee requests that FSO account for all money received from the Debtor. 

COUNT 22 
Injunctive Relief 
(Defendant FSO) 

273. Plaintiff restates and re-alleges paragraphs 1 through 128 of this Complaint as 

though fully set forth herein. 

274. FSO has and may in the future disburse the funds that belong to the Debtor that it 

is improperly holding to evade any judgment the Trustee might obtain.  

275. The Trustee will suffer irreparable harm if FSO is allowed to transfer such funds. 

276. The balance of harms favors the Trustee as FSO will suffer no harm if it is barred 

from disbursing funds that belong to the estate.  

277. The public interest favors ensuring that FSO not be allowed to convert and 

misappropriate funds that are funds which belong to the Debtor and its estate.  

278. The Trustee is entitled to a preliminary and permanent injunction freezing FSO’s 

assets to prevent the further dissipation of the Debtor’s funds.  

PRAYER FOR RELIEF 

WHEREFORE, the Trustee prays for relief and judgment, as follows: 

A. Awarding compensatory damages in favor of the Trustee against all Defendants, 

jointly and severally, for all damages sustained because of Defendants’ wrongdoing, in an amount 

to be proven at trial, including interest and costs; 

B. Disallowing the claim of FSO; 

C. Disallowing FSO’s claims under the DIP Order and directing FSO to return all 

amounts paid to or on behalf of FSO under the DIP Order to be returned to the estate;  
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D. Ordering an accounting by FSO;  

E. Permanently enjoining FSO from disbursing assets that belong to the Debtor’s 

estate; 

F. Awarding the Trustee her reasonable costs and expenses incurred in this action, 

including counsel fees and expert fees; and 

G. Granting the Debtor such other and further relief as the Court may deem just and 

proper. 

 
 
 
 
 
 
 
 
 
 
 
 
 
Catherine Steege 
Melissa Root 
JENNER & BLOCK LLP  
353 N. Clark Street 
Chicago, IL 60654 
(312) 222-9350 
csteege@jenner.com 
mroot@jenner.com 
 
Carl Wedoff (pro hac vice pending) 
JENNER & BLOCK LLP  
1155 Avenue of the Americas 
New York, NY 10036 
(212) 891-1600 
cwedoff@jenner.com 
 
Counsel for the Chapter 7 Trustee 
 
Dated: April 11, 2024 

Respectfully submitted, 

CATHERINE STEEGE, not individually 
but solely as Chapter 7 Trustee for the 
bankruptcy estate of Evangelical Retirement 
Homes of Greater Chicago, Incorporated, 
 
 
By: /s/ Catherine Steege    
 One of her Attorneys 
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EXCLUSIVE ADMINISTRATIVE SERVICES AND 
PERSONNEL LEASE AGREEMENT 

THIS EXCLUSIVE ADMINISTRATIVE SERVICES AND PERSONNEL LEASE 
AGREEMENT (this "Agreement") is made as of November 13, 2017 (the "Effective Date") by 
and between Friendship Senior Options, NFP, an Illinois not-for-profit corporation ("Parent") 
and Evangelical Retirement Homes of Greater Chicago, Inc. d/b/a Friendship Village of 
Schaumburg, an Illinois not-for-profit corporation ("FVS" or "Organization"). 

FVS and Parent enter this Agreement on the basis of the following facts, understandings 
and intentions: 

A. FVS and Parent are nonstock corporations organized and operated for charitable 
purposes within the meaning of Section 501 ( c )(3) of the Internal Revenue Code of 1986, as 
amended (the "Code"). 

B. FVS and Parent are part of a system of affiliated ent1t1es providing for the 
delivery of healthcare services to individuals in Illinois and such entities are operated under the 
common direction and control of Parent, which is the sole corporate member ofFVS. 

C. FVS provides skilled nursing and residential and care services ( collectively, the 
"Services") for individual residents ( collectively, the "Residents"). 

D. FVS and Parent entered into that certain Administrative Services Agreement 
dated May 19, 2010 (the "2010 Agreement") under which Parent provided to FVS certain 
management and administrative services. 

E. FVS desires to continue to obtain certain management and administrative services 
and lease all clinical and non-clinical personnel needed by FVS in connection with the operations 
of FVS ' business from Parent and Parent desires to continue to provide such services and lease 
such personnel to FVS in accordance with the terms and subject to the conditions set forth in this 
Agreement. 

F. FVS and Parent desire to replace, in its entirety, the 2010 Agreement with this 
Agreement. 

NOW, THEREFORE, in consideration of the foregoing and the mutual promises herein 
made, and for other good and valuable consideration, the sufficiency of which is hereby 
acknowledged by the parties, the parties hereto agree as follows: 

1. Management and Administrative Services. Subject to the terms and conditions 
contained in this Agreement, Parent shall, on an exclusive basis, provide FVS with certain 
management and administrative services and lease clinical and non-clinical personnel employed 
or independently contracted by Parent needed by FVS in connection with the operations of FVS ' 
business ( collectively, the "Personnel") to FVS as more fully described below ( collectively, the 
"Administrative Services"), which may be amended by the parties in writing from time to time. 
The Personnel shall exclude any corporate management personnel, including, but not limited to, 
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Parent's Chief Financial Officer and Vice President of Marketing, and other management 
personnel as designated by Parent in its sole discretion ( collectively, "Management Personnel"). 

1.1 Corporate Management. Parent shall provide Management Personnel, 
expertise, and direction as may be necessary to achieve Organization's business 
objectives. 

1.2 Personnel Lease. Parent shall lease the Personnel to FVS on a full-time 
basis subject to the following: 

l.2.1 Direction and Control. The Personnel shall be and remam 
throughout the Term, leased personnel of Parent and the Personnel may be 
disciplined, transferred, or discharged in Parent's sole discretion; provided, 
however, while the Personnel are providing the Services to FVS pursuant to the 
terms of this Agreement, the Personnel shall be subject to direction and 
instruction from FVS as if the Personnel were employed by FVS. 

1.2.2 Termination and Replacement of Personnel. FVS shall report to 
Parent any professional, technical, or other deficiencies in the Personnel. FVS 
shall have the right to request the replacement of any Personnel whom FVS 
reasonably believes does not have the requisite skills and qualifications for the 
Services required to be rendered by such Personnel, or for whom good cause 
exists for the replacement of such Personnel. Any such Personnel shall be 
replaced in Parent's sole discretion. 

1.2.3 Workers Compensation. To the extent required by Applicable Law, 
FVS and Parent shall each maintain workers compensation insurance coverage on 
the Personnel for the Services rendered by such Personnel to either party. 

1.2.4 Wages, Payroll Taxes. All salary, wages, benefits, payroll taxes, 
and unemployment compensation taxes payable with respect to the Personnel and 
attributable to the Services provided by such Personnel on behalf of FVS shall be 
allocated as an Operating Expense (as defined herein) of FVS. The compensation 
to be paid to the Personnel for the performance of such Services shall be 
determined by Parent in the exercise of its sole and absolute discretion. 
Notwithstanding the foregoing, to the extent required by Applicable Law, FVS 
represents and warrants that it will maintain and provide to Parent accurate and 
complete time records reflecting the time spent by Personnel performing the 
Services on behalf of FVS in compliance with all Applicable Law. 

1.3 Financials. The Parent shall also provide financial reporting, cash 
management, investment oversight, and oversight and guidance in treasury related 
functions of the Organization and assist Organization in the performance of 
Organization's annual audit of financials. 

1.4 Human Resources. Parent shall provide all necessary human resources 
support for Organization, including the processing of payroll for all Personnel and 
administration of fringe and other benefits to such Personnel. 

2 
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1.5 Information Technology. Parent will provide the management and 
operational oversight of all of the infom1ation technology needs of Organization. 

1.6 Marketing. Parent shall manage the marketing and public relations 
services to help the Organization promote its programs and services. The Parent assumes 
no responsibility for the outcomes of the marketing programs developed through the 
marketing services provided by Parent to FVS under this Agreement. 

l.7 Risk Management. Parent will determine appropriate insurance policies 
and coverage for Organization to obtain and maintain in connection with the operation of 
its business and provide risk management and corporate compliance services for the 
Organization. 

1.8 Equipment and Supplies. Parent shall assist FVS in the purchase of, or 
purchase on FVS' behalf, the equipment or supplies used by FVS in connection with the 
operation of its business. 

60961820.1 

1.9 Third Party and Resident Billing and Collection Services. 

1.9 .1 Appointment. FVS hereby appoints Parent as its agent to bill and 
collect all sums due and payable to FVS for the Services provided by FVS from 
third party payors and Residents, as applicable. 

1.9.2 Compliance. Parent will use commercially reasonable efforts to 
collect monies owed on the bills for the Services provided to FVS' Residents 
("Accounts") from third party payors including, but not limited to, commercial 
insurers and federal health care programs, and Residents, as applicable, in 
accordance with FVS' fee schedules, written policies and procedures, and all 
applicable federal, state and local laws, regulations and ordinances; applicable 
federal, state, and local wage and hour laws; professional and ethical standards of 
the clinical Personnels' professions; third party payor requirements, policies, and 
guidance; accreditation and credentialing standards; federal and state fraud and 
abuse laws; state fee-splitting prohibitions and requirements; state and federal 
privacy and security requirements, including, but not limited to, the Health 
Insurance Portability and Accountability Act of 1996, the Health Information 
Technology for Economic and Clinical Health Act, and their implementing 
regulations (collectively, "HIPAA"); and the rules, regulations, policies, and 
bylaws of FVS, in each as adopted and amended, from time to time ( collectively, 
"Applicable Law"). FVS shall provide copies to Parent of FVS' fee schedules 
and written policies and procedures that Parent must comply with under this 
Agreement. 

1.9.3 Documentation. To the extent required, for all Accounts, FVS will 
provide the procedure, diagnosis, and other codes for each applicable professional 
Service and Parent will complete billing based upon the information submitted by 
FVS. FVS will be solely responsible for obtaining all clinical and other data 
required to support the codes, and any required authorizations, certifications, or 
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any other documentation required by third party payors or Residents, as 
applicable, in connection with furnishing of the professional Services to FVS' 
Residents. 

l.9.4 Billing. Parent will, on behalf of FVS and in FVS' name, bill and 
collect from third party payors and Residents, as applicable, for the Services 
provided to FVS' Residents. All claims submitted to third party payors by Parent 
on behalf of FVS will use FVS' applicable payor billing number(s ). Parent does 
not guarantee that FVS may bill for or collect payment for the Services. FVS 
acknowledges and agrees that it shall not hold Parent liable for any failure of any 
third party payors, Residents, or other responsible party to make any payment or 
reimbursement to FVS for the Services. 

l.9.5 Collection. Parent will collect, receive and endorse, in the name of 
FVS, and on behalf of FVS, all cash, notes, checks, money orders, insurance 
payments, and any other payments received as payment on the Accounts. Parent 
will deposit all amounts collected on behalf of FVS for the Accounts into a 
separate bank account designated by FVS ("Bank Account"), which Bank 
Account will be under FVS ' sole control. Further, FVS may at any time modify 
or revoke these disposition instructions for the funds to be deposited to the Bank 
Account. Parent and FVS will not commingle the funds to be deposited in the 
Bank Account with Parent's funds or with any other FVS' funds. 

1.9.6 Resident and Billing Records. Parent will supervise and maintain 
custody of copies of FVS' Residents' medical records and billing and collection 
records required for performance of the Administrative Services in accordance 
with Applicable Law and the terms and conditions of the business associate 
agreement substantially in the form attached hereto as Exhibit A and incorporated 
by this reference. 

1.10 Contract Negotiations. Parent will advise FVS with respect to, and 
negotiate and manage, on FVS' behalf, all contractual arrangements with third parties as 
are reasonably necessary and appropriate for the operation of FVS. 

1.11 Licenses, Permits, Certifications, Accreditations. FVS shall be solely 
responsible for obtaining and maintaining all federal , state, and local licenses, permits, 
certifications, and accreditations required for or in connection with its operations 
( collectively, "Licenses"). However, upon FVS' request, Parent will provide advice and 
assistance to FVS with respect to obtaining and maintaining any the Licenses. 

2. Independent Contractor Relationship; Independent Professional Judgment. 

2.1 Independent Contractor Relationship. In canying out its duties hereunder, 
Parent shall be an independent contractor of FVS and, except as stated herein, shall not 
be subject to any right of control, or any control in fact, by FVS with respect to the 
methods by which Parent carries out its duties hereunder. Further, with respect to any 
discretion permitted or contemplated as being exercised herein by Parent, Parent shall 
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exercise such discretion based on what it deems to be reasonably necessary or appropriate 
from time to time for the effective operation of FVS. 

2.2 Independent Professional Judgment. FVS and the clinical Personnel shall, 
at all times, retain ultimate control and authority for the professional Services provided to 
and for FVS' Residents. Nothing contained herein shall be construed as allowing Parent 
to exercise control or authority over the independent professional judgment of such 
clinical Personnel. To the extent that any act or service herein required of Parent should 
be construed by a court or regulatory body to constitute the practice of medicine or other 
healthcare profession, the requirement to perform that act or service by Parent shall be 
deemed waived and unenforceable. 

3. Compensation for the Administrative Services. 

3.1 Management Fee. In consideration for the Administrative Services, the 
Organization shall pay the Parent an amount equal to 15 .63 percent of FVS' annual 
Operating Expenses (as defined herein) excluding depreciation, amortization and interest 
expense (the "Management Fee") within thirty (30) days from the end of FVS' applicable 
fiscal year during which the Administrative Services were provided. 

3.2 Expenses. 

3 .2.1 FVS' Expenses. Parent shall use FVS funds to pay for all third 
party payments or expenses incurred by FVS including, but not limited to, 
expenses related to: Personnel payroll, benefits, and other expenses; insurance; 
license fees; equipment; supplies; maintenance fees; vendor fees; services fees ; 
and any other costs or expenses incurred to operate FVS' day-to-day operations 
( collectively, "Operating Expenses"). Parent may, but shall not be obligated to, 
advance its own funds to pay such Operating Expenses or to perform those 
obligations hereunder requiring such funds to the extent such funds are not 
available in FVS' Bank Account. The parties acknowledge and agree that: (a) the 
Operating Expenses shall not include payroll, benefits, or other expenses incurred 
by Parent related to Management Personnel; and (b) the payment of FVS' 
Operating Expenses are not part of its Management Fee. 

3.2.2 Parent's Expenses Related to Administrative Services. All 
expenses incurred by Parent in connection with the provision of the 
Administrative Services ( collectively, "Administrative Expenses" and together 
with Operating Expenses, the "Expenses") shall be paid by FVS within ten (10) 
business days from receipt of an invoice from Parent. The parties acknowledge 
and agree that the payment of Parent's Administrative Expenses incurred in 
connection with the provision of the Administrative Services are not part of its 
Management Fee. 

3.3 Acknowledgment. The parties acknowledge and agree that the 
Management Fee and payment of the Expenses set forth in this Section 3 are 
representative of the fair market value for the Administrative Services rendered by Parent 

5 
60961 820.1 

PRIV 0000572 

Case 25-00130    Doc 1-1    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 1
Page 6 of 19



and are not determined in a manner that takes into account the volume or value of any 
referrals or business otherwise generated between the parties for which payment is made 
in whole or part under Medicare, Medicaid, or any other federal or state governmental 
healthcare program. 

4. Accounting, Records, Reports. 

4.1 Financial Records. Parent shall provide oversight of recordkeeping and 
assist Organization in establishing policies and procedures related to record retention. 
Organization shall provide Parent, upon prior written notice and during regular business 
hours, reasonable access to such records, accounts and books and to all vouchers, files 
and all other material pertaining to FVS' business necessary for Parent to provide the 
Administrative Services. The Organization shall be solely responsible for ensuring 
compliance with IRS and other Applicable Law regarding record retention and being able 
to provide documentation to ensure compliance with auditing requirements. 

4.2 Financial Reports. Parent shall furnish to FVS, as requested by FVS, 
unaudited financial statements including the following: a Balance Sheet, a Profit and 
Loss statement showing the results of the operations of the business for the preceding 
month. The Parent will also ensure that income detail and expense detail, aged 
receivables, bank reconciliations, check register, and any other statements for the 
business are issued monthly or as reasonably requested by the Organization. All reports 
shall be consistently prepared in accordance with sound accounting principles. 

5. Indemnification. Each party shall protect, defend without cost, indemnify and 
hold harmless the other party from and against any and all loss, cost, damage, liability and 
expense (including court costs and reasonable attorneys' fees) arising out of gross negligence or 
willful act or omission of the other party; provided, however, neither party shall be obligated to, 
indemnify the other party for any such loss, cost damage, liability or expense arising out of gross 
negligence or willful act or omission of the other party. Each party shall protect, defend, 
indemnify and hold harmless the other party, its officers, employees and agents from and against 
any and all loss, cost, damage, liability and expense (including court costs and reasonable 
attorneys' fees) arising out of any act or omission of the other party including, without limitation, 
a material breach or default by the other party hereunder that is not cured within thirty (30) days 
of days of receipt of notice of such material breach by the non-breaching party. Notwithstanding 
any other provision in this Agreement, Parent shall not have liability under this Section 5 in 
excess of the aggregate Management Fee paid to Parent under this Agreement. The provisions of 
this Section 5 shall survive the termination of this Agreement for any reason. 

6. Term and Termination. 

6.1 Term. The initial term of this Agreement shall commence on the Effective 
Date and continue for a twelve (12) month period (the "Initial Term"). After the Initial 
Term, this Agreement shall automatically renew and continue in full force and effect for 
successive periods of twenty-four (24) months ( each a "Renewal Term" and collectively 
with the Initial Term, the "Term"), unless terminated by either party in accordance with 
Section 6.2, Section 6.3 , Section 6.4, or Section 6.5. 
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6.2 Termination Without Cause by Parent. Parent may, at any time during the 
Term of this Agreement and any extension thereof, terminate this Agreement without 
cause with ninety (90) days written notice to FVS. Such termination shall be effective 
with or upon receipt of written notice of such termination given or thereafter upon such 
other date as specified in such written notice. 

6.3 Termination For Cause. Either party may te1minate this Agreement for 
cause in the event that the other party materially breaches a term of this Agreement and 
such breach is not cured within thirty (30) days of receipt of notice of such material 
breach by the non-breaching party. 

6.4 Mutual Termination. This Agreement may be terminated at any time by 
mutual, written agreement of the parties effective as of the date mutually agreed to by the 
parties. 

7. Obligations after Termination. Upon the termination of this Agreement: 

7.1 Management Fee and Expenses. All Management Fees and Expenses 
accrued through, but unpaid, as of the effective date of this Agreement shall be 
immediately paid by Organization to Parent. Except as otherwise set forth in this 
Agreement, neither party shall have any further obligations to the other party under this 
Agreement after the effective date of termination. 

7.2 Books and Records. Parent shall immediately deliver to the Organization 
all books and records of the Organization not previously transmitted. 

7.3 Cooperation. Parent shall cooperate with the Organization in the orderly 
transfer and assumption of the management responsibilities of the business during the 
next ninety (90) day period. 

8. Confidentiality and Nondisclosure. Each party shall hold in strictest confidence 
all "Confidential Information" of the disclosing party and shall only use and disclose such 
Confidential Information to the extent necessary to perform the Services and obligations under 
this Agreement. For purposes of this Agreement, "Confidential Information" shall include, 
without limitation: Resident accounts, Resident lists, Resident files, copyrighted items, trade 
secrets, business assets, medical records, patents, processes, machines, technical documentation, 
computer programs, business plans, marketing plans, programs and techniques, pricing data, 
accounting data, financial data, financial institution files, technical expertise and know how, 
tangible or intangible items which either party works on or develops during the Term, this 
Agreement (including, without limitation, any and all terms contained herein and any and all 
attachments and exhibits incorporated by reference hereby) . 

9. Miscellaneous. 

9.1 Captions. The captions of this Agreement are inserted only for the purpose 
of convenient reference and do not define, limit or prescribe the scope or intent of this 
Agreement or any part hereof. 
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9.2 Applicable Law. The Agreement shall be construed in accordance with 
the laws of the State of Illinois without regard to its conflict of law provisions. 

9.3 Entire Agreement. This Agreement embodies the entire understanding of 
the parties and there are no further agreements or understandings, written or oral, in effect 
between the parties relating to the subject matter hereof. 

9.4 Amendments. No provision of this Agreement may be altered, waived, 
modified or changed unless in writing, signed by the parties hereto, and no alleged verbal 
agreements, modifications or understandings shall be enforceable. 

9.5 Assignment. Neither party may assign its rights and obligations under this 
Agreement to any third party without the prior written consent of the other party. 

9.6 Notices. All notices and other communications required or permitted to be 
given hereunder shall be in writing and may be delivered by hand, by facsimile, by email, 
by email in .pdf format or similar format, by nationally recognized private courier, or by 
United States mail. Notices delivered by mail shall be deemed given three (3) business 
days after being deposited in the United States mail, postage prepaid, registered or 
certified mail, return receipt requested. Notices delivered by hand shall be deemed 
delivered when actually delivered. Notices given by nationally recognized private 
courier shall be deemed delivered on the date delivery is promised by the courier. 
Notices given by facsimile or by email with a confirmation or acknowledgment of 
transmission (including any response to such transmission) shall be deemed given when 
transmitted. All notices shall be addressed as follows: 

Ifto FVS: 

Evangelical Retirement Homes of Greater 
Chicago, Inc. d/b/a Friendship Village of 
Schaumburg 
350 Schaumburg, Illinois 60194 
Attn: Vice President and Chief Financial 
Officer 
Telephone: (847) 884-5371 
Email: mike.flynn@myfso.org 

If to Parent: 

Friendship Senior Options, NFP 
350 Schaumburg Road 
Schaumburg, Illinois 60194 
Attn: Vice President and Chief Financial 
Officer 
Telephone: (847) 884-5371 
Email: mike.flynn@myfso.org 

Any party thereto may change its address for the service of notice hereunder by 
delivering written notice of said change to the other party hereunder, in the manner provided 
above, at least ten (l 0) days prior to the effective date of such change. 

9.7 Survival. Notwithstanding the termination of this Agreement, the parties 
acknowledge the provisions of Section 3 ( Compensation for the Administrative Services), 
Section 4 (Accounting, Records, Reports), Section 5 (Indemnification), Section 8 
(Confidentiality and Nondisclosure), and Section 9 (Miscellaneous) shall survive such 
termination. 
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9.8 Compliance with Applicable Law. The parties expressly acknowledge that 
it is, and shall continue to be, their intent to fully comply with Applicable Law. Parent 
and FVS each represents and warrants that that neither it nor any of their employees, 
directors, officers, managers, independent contractors, or agents are: (i) excluded, 
debarred, or otherwise ineligible to participate in Federal health care programs, as defined 
in 42 U.S.C. §1320a-7b(f); and (ii) under investigation or otherwise aware of any 
circumstances that may result in it being excluded from participation in federal health 
care programs. Each party shall immediately notify the other party of any change in the 
status of this representation and warranty. Any breach of this Section 9.8 shall give either 
party the right to terminate this Agreement immediately for cause. 

9.9 Change in Law. The parties further acknowledge and agree that at any 
time during the Term of this Agreement if, in the reasonable judgment of either party, 
state or federal statutes, case law, or regulations, the interpretation of any of the 
foregoing, the adoption of new federal or state legislation, is likely to materially and 
adversely affect the manner in which either party may perform its obligations under this 
Agreement, the parties shall immediately enter into good faith negotiations regarding a 
new service arrangement that complies with the law, regulation or policy at issue and that 
approximates as closely as possible the position of the parties prior to the change. In the 
event that such negotiations are unsuccessful, either party may terminate this Agreement 
upon thirty (30) days' prior written notice. 

9.10 Access to Records. To the extent required by law, upon the written request 
of the Secretary of the U.S. Department of Health and Human Services, the U.S. 
Comptroller General or any of their duly authorized representatives to one party 
("Requested/Disclosing Party"), that Requested/Disclosing Party shall make available 
those contracts, books, documents and records necessary to verify the nature and extent 
of the costs of providing the Administrative Services under this Agreement. Such 
inspection shall be available for up to four ( 4) years after the rendering of such 
Administrative Services. If Requested/Disclosing Party is requested to disclose books, 
documents or records pursuant to this Section 9 .10 for any purpose, 
Requested/Disclosing Party shall notify the other Party to this Agreement ("Receiving 
Party") of the nature and scope of such request, and Requested/Disclosing Party shall 
make available, upon written request of Receiving Party, all such books, documents or 
records. Requested/Disclosing Party shall indemnify and hold harmless Receiving Party 
if any amount of reimbursement is denied or disallowed because of Requested/Disclosing 
Party's failure to comply with the obligations set forth in this Section 9 .10. Such 
indemnity shall include, but not be limited to, the amount of reimbursement denied, plus 
any interest, penalties and legal costs. If Requested/Disclosing Party carries out any of 
the duties of this Agreement thorough a subcontract with a value of $10,000 or more over 
a twelve (12) month period with a related individual or organization, 
Requested/Disclosing Party agrees to include this requirement in any such subcontract. 
This Section 9 .10 is included pursuant to and is governed by the requirements of 42 
U.S.C. § 1395x(v)(l) and the regulations thereto. No attorney-client, accountant-client, 
or other legal privilege will be deemed to have been waived by Requesting/Disclosing 
Party or Receiving Party by virtue of this Agreement. 
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9.11 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which shall be deemed an original and all of which shall constitute 
one and the same instrument. 

9.12 Recital; Attachments; Exhibits. All recitals, attachments, and exhibits to 
this Agreement are incorporated herein by reference. 

9.13 Authority of Signatory. Each signatory represents that such signatory is 
fully authorized to enter into the terms and conditions of this Agreement and to legally 
bind the Patty on whose behalf the signature is proffered. 

9.14 Waiver of Breach. The failure or delay of either Party to insist upon 
compliance of any provision hereof will not operate as, and shall not be construed as, a 
waiver of any subsequent breach, irrespective of whether such breach occurs under 
similar or dissimilar circumstances. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day 
and year first above written. 

FRIENDSHIP SENIOR OPTIONS, NFP 

By: __=::~=-1-~~2-.:.._-----A~~~::::::::J'­

Name: Step 
Title: Presi en an xecutive Officer 

EV ANGELICAL RETIREMENT HOMES OF 
GREATER CHICAGO, INC. D/B/A FRIENDSHIP 
VILLAGE OF SCHAUMBURG 

Name: 
Title: Prest en an . Executive Officer, 

Friendship Senior Options, NFP 

[Signature Page to FVS Exclusive Administrative Services and Personnel Lease Agreement] 
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EXHIBIT A 

BUSINESS ASSOCIATE AGREEMENT 

This Business Associate Agreement ("Agreement") is entered into between by and 
between Evangelical Retirement Homes of Greater Chicago, Inc. d/b/a Friendship Village 
of Schaumburg, an Illinois not-for-profit corporation (the "Covered Entity") and Friendship 
Senior Options, NFP, an Illinois not-for-profit corporation ("Business Associate"), with an 
effective date of ______ , 20_ ("Effective Date"). This Agreement sets out the 
responsibilities and obligations of Business Associate as a business associate of Covered Entity 
under the Health Insurance Portability and Accountability Act ("HIP AA") and the Health 
Information Technology for Economic and Clinical Health Act ("HITECH Act"). 

RECITALS: 

A. Covered Entity and Business Associate are parties to an agreement pursuant to 
which Business Associate provides certain management and administrative support services to 
Covered Entity ("Administrative Services") pursuant to that certain Management and 
Administrative Services Agreement of even date herewith. 

B. In conjunction with Administrative Services, Covered Entity may make available 
to Business Associate Protected Health Information of Individuals, which Business Associate 
may only Use or Disclose in accordance with this Agreement. 

AGREEMENT: 

Business Associate and Covered Entity agree to the terms and conditions of this 
Agreement in order to comply with the rules on handling of Protected Health Information under 
the HIPAA Standards for Privacy oflndividuaUy Identifiable Health Information, 45 C.F.R. Part 
160 and Part 164, Subpart E ("Privacy Rule"), the HIP AA Security Standards, 45 C.F.R. Part 
160 and Part 164, Subpart C ("Security Rule"), and the HIP AA Breach Notification 
Regulations, 45 C.F.R. Part 164, Subpart D ("Breach Notification Rule"), all as amended from 
time to time. 

1. DEFINITIONS 

a. Terms Defined in Regulation: Unless otherwise provided in this Agreement, all 
capitalized terms in this Agreement will have the same meaning as provided under 
the Privacy Rule, the Security Rule and the Breach Notification Rule. 

b. Protected Health Information or PHI: Protected Health Information ("PHI") 
means PHI that is received from Covered Entity, or created, maintained or 
transmitted on behalf of Covered Entity, by Business Associate. 

2. USES AND DISCLOSURES OF PROTECTED HEALTH INFORMATION 
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a. Performance of Administrative Services: Business Associate will Use or 
Disclose PHI only for those purposes necessary to perform the Administrative 
Services, or as otherwise expressly permitted in this Agreement or Required by 
Law, and will not further Use or Disclose such PHI. 

b. Subcontractors: Business Associate agrees that, in accordance with 45 C.F.R. 
§ 164.502(e)(l), ifBusinessAssociate's Subcontractor creates, receives, maintains 
or transmits PHI on behalf of Business Associate, Business Associate will enter 
into an agreement with such Subcontractor that contains substantially the same 
restrictions and conditions on the Use and Disclosure of PHI as contained in this 
Agreement. 

c. Business Associate Management, Administration and Legal Responsibilities: 
Business Associate may Use PHI for Business Associate's management and 
administration, or to carry out Business Associate 's legal responsibilities. 
Business Associate may Disclose PHI to a third party for such purposes only if: 
(1) the Disclosure is Required by Law; or (2) Business Associate secures written 
assurance from the receiving party that the receiving party will: (i) hold the PHI 
confidentially; (ii) Use or Disclose the PHI only as Required by Law or for the 
purposes for which it was Disclosed to the recipient; and (iii) notify the Business 
Associate of any other Use or Disclosure of PHI. 

d. Data Aggregation and De-Identification: Business Associate may Use PHI to 
perform data aggregation services as pem1itted by 45 C.F.R. 
§ 164.504(e)(2)(i)(B). Business Associate may also de-identify PHI in 
accordance with 45 C.F.R. § 164.514. 

e. Covered Entity Responsibilities: To the extent Business Associate is to carry 
out Covered Entity 's obligations under the Privacy Rule, Business Associate will 
comply with the requirements of the Privacy Rule that apply to Covered Entity's 
compliance with such obligations. 

3. SAFEGUARDS FOR PROTECTED HEALTH INFORMATION 

a. Adequate Safeguards: Business Associate will implement and maintain 
appropriate safeguards to prevent any Use or Disclosure of PHI for purposes other 
than those permitted by this Agreement, including administrative, physical and 
technical safeguards to protect the confidentiality, integrity, and availability of any 
electronic protected health information ("ePHI"), if any, that Business Associate 
creates, receives, maintains, and transmits on behalf of Covered Entity. 

b. Compliance with HIPAA Security Rule: Business Associate will comply with 
the applicable requirements of the HIPAA Security Rule. 

4. REPORTS OF IMPROPER USE OR DISCLOSURE OF PROTECTED HEALTH 
INFORMATION, SECURITY INCIDENTS AND BREACHES 
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a. Use or Disclosure Not Permitted by This Agreement: Business Associate will 
report in writing to Covered Entity any Use or Disclosure of PHI for purposes 
other than those permitted by this Agreement within ten (l 0) business days of 
Business Associate's learning of such Use or Disclosure. 

b. Security Incidents: Business Associate will report in writing to Covered Entity 
any Security Incident of which Business Associate becomes aware. Specifically, 
Business Associate will report to Covered Entity any successful unauthorized 
access, Use, Disclosure, modification, or destruction of ePHI or interference with 
system operations in an information system containing ePHI of which Business 
Associate becomes aware within ten (10) business days of Business Associate 
learning of such Security Incident. Business Associate also will report the 
aggregate number of unsuccessful, unauthorized attempts to access, Use, 
Disclose, modify, or destroy ePHI or interfere with system operations in an 
information system containing ePHI, of which Business Associate becomes 
aware, provided that: (i) such reports will be provided only as frequently as the 
parties mutually agree, but no more than once per month; and (ii) if the definition 
of "Security Incident" under the Security Standards is amended to remove the 
requirement for reporting "unsuccessful" attempts to Use, Disclose, modify or 
destroy ePHI, the portion of this Section 4 addressing the reporting of 
unsuccessful, unauthorized attempts will no longer apply as of the effective date 
of such amendment. 

c. Breaches of Unsecured PHI: Business Associate will report in writing to 
Covered Entity any Breach of Unsecured Protected Health Information, as 
defined in the Breach Notification Rule, within ten (l 0) business days of the date 
Business Associate learns of the incident giving rise to the Breach. Business 
Associate will provide such infom1ation to Covered Entity as required in the 
Breach Notification Rule. 

5. ACCESS TO PROTECTED HEALTH INFORJ\'IATION 

a. Covered Entity Access: To the extent Business Associate maintains PHI in a 
Designated Record Set that is not duplicative of a Designated Record Set 
maintained by Covered Entity, Business Associate will make such PHI available 
to Covered Entity within ten ( 10) business days of a request by Covered Entity for 
access to such PHI. 

b. Individual Access: If an Individual makes a request for access directly to 
Business Associate, Business Associate will within ten ( 10) business days forward 
such request in writing to Covered Entity. Covered Entity will be responsible for 
making all determinations regarding the grant or denial of an Individual's request 
for PHI and Business Associate will make no such determinations. Only Covered 
Entity will release PHI to an Individual pursuant to such a request, unless Covered 
Entity directs Business Associate to do so. 

6. AMENDMENT OF PROTECTED HEALTH INFORMATION 
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a. Covered Entity Request: To the extent Business Associate maintains PHI in a 
Designated Record Set that is not duplicative of a Designated Record Set 
maintained by Covered Entity, Business Associate will provide such PHI to 
Covered Entity for amendment within ten (10) business days of receiving a 
request from Covered Entity to amend an Individual's PHI. Alternatively, if 
Covered Entity's request includes specific instructions on how to amend the PHI, 
Business Associate will incorporate such amendment into the PHI it holds in a 
Designated Record Set within ten (10) business days of receipt of the Covered 
Entity's request. 

b. Individual Request: If an Individual makes a request for amendment directly to 
Business Associate, Business Associate will within ten (10) business days forward 
such request in writing to Covered Entity. Covered Entity will be responsible for 
making all determinations regarding amendments to PHI and Business Associate 
will make no such determinations unless Covered Entity directs Business 
Associate to do so. 

7. ACCOUNTING OF DISCLOSURES OF PROTECTED HEALTH INFORMATION 

a. Disclosure Records: Business Associate will keep a record of any Disclosure of 
PHI that Business Associate makes, if Covered Entity would be required to 
provide an accounting to Individuals of such Disclosures under 45 C.F.R. 
§ 164.528. Business Associate will maintain its record of such Disclosures for six 
(6) years from the date of the Disclosure. 

b. Data Regarding Disclosures: For each Disclosure for which it is required to 
keep a record under paragraph 7(a), Business Associate will record and maintain 
the following information: (1) the date of Disclosure; (2) the name of the entity 
or person who received the PHI and the address of such entity or person, if 
known; (3) a description of the PHI Disclosed; and (4) a brief statement of the 
purpose of the Disclosure. 

c. Provision to Covered Entity: Within ten (10) business days of receiving a notice 
from Covered Entity, Business Associate will provide to Covered Entity its 
records of Disclosures. 

d. Request by Individual: If an Individual requests an accounting of Disclosures 
directly from Business Associate, Business Associate will forward the request and 
its record of Disclosures to Covered Entity within ten (10) business days of 
Business Associate's receipt of the Individual's request. Covered Entity will be 
responsible for preparing and delivering the accounting to the Individual. 
Business Associate will not provide an accounting of its Disclosures directly to 
any Individual, unless directed by Covered Entity to do so. 

8. ACCESS TO BOOKS AND RECORDS 
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Business Associate will make its internal practices, books and records on the Use and 
Disclosure of PHI available to the Secretary to the extent required for determining 
compliance with the Privacy Rule, the Security Rule, or the Breach Notification Rule. 

9. TERJ\tIINATION 

Covered Entity may terminate this Agreement upon material breach of this Agreement. 
Covered Entity will provide Business Associate with written notice of the breach of this 
Agreement and afford Business Associate the opportunity to cure the breach to the 
satisfaction of Covered Entity within thirty (30) days of the date of such notice. If 
Business Associate fails to timely cure the breach, as determined by Covered Entity in its 
sole discretion, Covered Entity may terminate this Agreement. 

10. RETURN OR DESTRUCTION OF PROTECTED HEALTH INFORMATION 

a. Return or Destruction of PHI: Within thirty (30) days of termination of this 
Agreement, Business Associate will return to Covered Entity all PHI that 
Business Associate or its Subcontractors maintain in any form or format. 
Alternatively, Business Associate may, upon Covered Entity's consent, destroy all 
such PHI and provide Covered Entity with written documentation of such 
destruction. 

b. Retention of PHI if Return or Destruction is Infeasible: If Business Associate 
believes that returning or destroying PHI at the termination of this Agreement is 
infeasible, it will provide written notice to Covered Entity within thirty (30) days 
of the effective date of termination of this Agreement. Such notice will set forth 
the circumstances that Business Associate believes makes the return or destruction 
of PHI infeasible and the measures that Business Associate will take for assuring 
the continued confidentiality and security of the PHI. Business Associate will 
extend all protections, limitations and restrictions of this Agreement to Business 
Associate's Use or Disclosure of the PHI retained after termination of this 
Agreement and will limit further Uses or Disclosures of such PHI to those 
purposes that make the return or destruction of the PHI infeasible. 

11. MISCELLANEOUS 

a. Compliance with Laws: The parties are required to comply with federal and 
state laws. If this Agreement must be amended to secure such compliance, the 
parties will meet in good faith to agree upon such amendments. If the parties 
cannot agree upon such amendments, then either party may terminate this 
Agreement upon thirty (30) days' written notice to the other party. 

b. Construction of Terms: The terms of this Agreement will be construed in light 
of any applicable interpretation or guidance on the Privacy Rule, the Security 
Rule or the Breach Notification Rule issued by HHS. 
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c. No Third Party Beneficiaries: Nothing in this Agreement will confer upon any 
person other than the parties and their respective successors or assigns, any rights, 
remedies, obligations, or liabilities whatsoever. 

d. Notices: All notices required under the Agreement will be given in writing and 
will be delivered by (1) personal service, (2) first class mail, or (3) messenger or 
courier. All notices shall be addressed and delivered to the contact designated in 
the signature block, or other address provided by the party from time to time in 
writing to the other party. Notices given by mail will be deemed for all purposes 
to have been given forty-eight hours after deposit with the United States Postal 
Service. Notices delivered by any other authorized means will be deemed to have 
been given upon actual delivery. 

e. Entire Agreement: This Agreement constitutes the entire agreement between the 
parties with regard to the Privacy Rule, the Security Rule and the Breach 
Notification Rule, there are no understandings or agreements relating to this 
Agreement that are not fully expressed in this Agreement and no change, waiver 
or discharge of obligations arising under this Agreement will be valid unless in 
writing and executed by the party against whom such change, waiver or discharge 
is sought to be enforced. 

r. Written Agreement: This Agreement will be considered an attachment to the 
underlying agreement or arrangement and is incorporated as though fully set forth 
within the underlying agreement or arrangement. This Agreement will govern in 
the event of conflict or inconsistency with any provision of the underlying 
agreement or a1rnngement. 

g. Counterparts and Signature: This Agreement may be executed in two or more 
counterparts, each of which shall be deemed an original and when taken together 
shall constitute one agreement. Facsimile and electronic signatures shall be 
deemed to be original signatures for all purposes of this Agreement. 

h. Choice of Law: The validity, construction and effect of this Agreement will be 
governed by the laws of the State of Illinois without giving effect to that state's 
conflict of laws rules . Any Dispute will be resolved in a forum located in the 
State of Illinois. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the Parties have executed this Agreement to be effective as 
of the Effective Date. 

COVERED ENTITY BUSINESS ASSOCIATE 

By: ___________ _ By: ____________ _ 

Print Name: ___________ _ Print Name: ___________ _ 

Title: Title: -------------- ---------------

Date: Date: -------------- ---------------

Contacts for Notices under this Agreement: 

Print Name: Print Name: ------------ ------------

Title: Title: -------------- ---------------

Address: Address: ------------- --------------

Phone: Phone: ------------- --------------

18 
60961 820.1 

PRIV 0000572 

Case 25-00130    Doc 1-1    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 1
Page 19 of 19



EXHIBIT 2

Case 25-00130    Doc 1-2    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 2
Page 1 of 14



1        IN THE UNITED STATES BANKRUPTCY COURT

       FOR THE NORTHERN DISTRICT OF ILLINOIS

2                  EASTERN DIVISION

3

4

In re:                           )  Chapter 11

5                                  )

   EVANGELICAL RETIREMENT HOMES  )  Case No. 23-07541

6    OF GREATER CHICAGO,           )

   INCORPORATED d/b/a FRIENDSHIP )

7    VILLAGE OF SCHAUMBURG,        )

                                 )

8                       Debtor.    )

9

10

11           Remotely held deposition of MICHAEL FLYNN taken

12 before CAROL CONNOLLY, CSR, CRR, and Notary Public,

13 pursuant to the Federal Rules of Civil Procedure for the

14 United States District Courts pertaining to the taking of

15 depositions, commencing at 10:15 a.m. on the 22nd day of

16 December, A.D., 2023.

17

18

19

20

21

22

23

24
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1      A    All the funds really -- FSO is the common pay

2 master, so all of the funds actually came in under FSO as

3 a common pay master to the parent organization, the

4 entire amount came to FSO.

5      Q    The 11 million you're referring to?

6      A    The 11 million, exactly.

7      Q    But of that some portion of that related to

8 expenses for employees who worked at Friendship of

9 Schaumburg, FVS, right, and some portion relate to

10 employees who work at other sites at -- that FSO was

11 involved with, is that correct?

12      A    That is correct.

13      Q    Can you tell me what portion of the 11 million

14 related to employee expenses at the debtor FVS?

15      A    At FVS, it was roughly about 7.5 million.

16      Q    What does the remainder of the 11 relate to?

17      A    The remainder relates to, you know, other

18 entities which would have been GreenFields Senior

19 Options, and we have a small foundation as well.

20      Q    Do you know how much of the 11 million related

21 to GreenFields?

22      A    I'm going to go from memory.  Probably roughly

23 about 3 million, if I remember correctly.

24      Q    Okay.  And then -- so that's -- then it's about
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1 the facility, correct?

2      A    Correct.

3      Q    But those employees get their paycheck from --

4 they get the paycheck from FSO or from FVS?

5      A    From FSO.

6      Q    But the employees who work on site at FVS, the

7 cost of their salary is funded directly by the debtor,

8 correct, by FVS?

9      A    Yes, that is correct.

10      Q    So when you say FSO is a pass through, that

11 means that even though FSO is the one paying the

12 employees, 100 percent of that cost of their salary is

13 funded directly by the entity where they work on site, in

14 this case FVS, correct?

15      A    Correct.

16      Q    And which of the entities reports the expenses

17 for those employees on their tax returns to your

18 knowledge?

19      A    The payroll tax returns are all completed at

20 the FSO level since they're the ones that are paying it,

21 but the 990 tax returns, the expenses are reported on the

22 990 tax returns by the entity that they work at.

23      Q    So, in other words, if you have someone who is

24 working on site at FVS, even though they are paid by FSO,
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1      A    Yes.

2      Q    What is the current amount of that liability?

3      A    There is no current liability because we

4 reconciled at the end of the year.

5      Q    Well, where does it say in here it was

6 reconciled at the end of the year?  Why would this be

7 recorded as a liability if you're saying there was an

8 offsetting amount owed by FVS to FSO?  Where is that

9 liability on here?

10      A    That reconciliation happened after this tax

11 return was filed.

12      Q    When?

13      A    That was reconciled in March or April of 2023.

14      Q    Well, so what payments occurred -- if you had a

15 liability, some journal entry had to be recorded to make

16 the liability go away.

17      A    Yeah --

18      Q    What was the journal entry to make it go away?

19      A    It would have been on Friendship Village's

20 books.  It would have been a credit to the receivable and

21 a debit to an expense because again those are expenses

22 that were paid by Friendship Senior Options or could have

23 been a capital item.  I mean -- I can't tell you

24 specifically all the parts of the journal entry, but
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1 and we're looking at whatever source of cash we had to

2 help meet these requirements.

3      Q    But it was FVS that was going to have to pay

4 those expenses, right?

5      A    Correct.

6      Q    And they would -- the anticipation would be

7 they would pay it with the ERTC credits once they

8 received them from FSO via the pass through?

9      A    That was definitely a thought I had so I wanted

10 to start planning, but we never did get to that point.

11 The board -- at this point the board said we want to

12 retain those ERTC funds so we could get through the

13 bankruptcy process and not spend it on anything related

14 to the community at this point because we just didn't

15 have the cash resources to take that chance.

16      Q    Wait a minute.  At this point.  What -- At this

17 point in August of 2022?

18      A    Correct, yes.

19      Q    So in August of 2022 you're sending an email --

20      A    I'm sorry.  August of 2022.  Yeah, in August of

21 2022 I -- I got to put my calendar hat back on.  I

22 apologize.  In August of 2022 before, you know -- at that

23 point we weren't far down the track as we are currently.

24 I was expecting we were going to be able to use those
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1      A    No.

2      Q    So it was only as you got closer to the

3 bankruptcy that FSO decided it would like to keep that

4 money for itself?

5      A    That's correct.  I'll just qualify, not keep

6 for itself.  Again, to use it to help us get through the

7 bankruptcy process.

8      Q    But help you, but to take money out of the

9 bankruptcy estate where it could be used to benefit all

10 the creditors of the estate in accordance with the

11 bankruptcy rules and instead just keep it so FSO could

12 administer it to itself?

13      MR. RABUCK:  Objection to form.

14      MR. SCHOEN:  Q   Is that correct?

15      A    That's correct.

16      MR. SCHOEN:  If we could pull up Tab 19, please.

17           (Exhibit 16 marked as requested)

18      MR. SCHOEN:  Q  You have Exhibit 16 in front of you?

19      A    Yes.

20      Q    Do you recognize this as a Draft Asset Purchase

21 agreement that was prepared by the Polsinelli law firm

22 dated January 5th, 2023?

23      A    Yes.

24      Q    And who did Polsinelli represent at that point

Page 127

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400

Case 25-00130    Doc 1-2    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 2
Page 7 of 14



1      A    Correct, yes.

2      Q    She says:  I know it's an IRS issue, but is it

3 possible that Senator Durbin could intercede for FV,

4 Friendship Village?

5           Do you see that reference?

6      A    Yes.

7      Q    She says that -- in a preceding sentence, she

8 says:  This payment would keep us from moving towards

9 bankruptcy.

10           Do you see that?

11      A    Yes.

12      Q    How would the payment -- the $7.2 million

13 payment keep FVS from moving to bankruptcy?

14      A    Again, this is her comments, but, again, you

15 know, the more cash we had available to Friendship

16 Village level to help pay could buy us time and maybe

17 recover, that's kind of what was going -- that's what was

18 going through her mind.

19      Q    You didn't tell her you shouldn't have sent

20 this because FSO is planning to keep whatever ERTC

21 credits are received so you shouldn't tell Senator Durbin

22 that we need to get this money quickly to save FVS

23 because this is money that we're going to keep, you never

24 said that?
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1      A    No, no.

2      Q    Because at this time, even at the end of April

3 of 2023, your expectation still was that as soon as those

4 ERTC credits were received that FSO would immediately pay

5 the 7 million plus attributable to FVS to FVS, correct?

6      A    Correct.

7      MR. SCHOEN:  If we could mark Tab 24 as an exhibit,

8 please.

9           (Exhibit 20 marked as requested)

10      MR. SCHOEN:  Q  Do you have Exhibit 20 in front of

11 you?

12      A    Yes, I do.

13      Q    Do you recognize this as the motion papers

14 seeking approval from the bankruptcy court of the DIP

15 loan?

16      A    Yes.

17      Q    And this is after -- does it accord with your

18 recollection the debtor FVS filed for bankruptcy

19 Chapter 11 on June 9th, 2023?

20      A    That is correct.

21      Q    This filing -- you can see if you scroll up to

22 the top, you can see that the date that this document was

23 filed is June 24th, 2023.  So this is about 6 or 7 weeks

24 after the bankruptcy filing?
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1 negotiated?

2      A    Well, absolutely, absolutely.

3      Q    So who led the negotiations for the debtor?

4      A    Debtor's counsel would have been involved and

5 then the board members from Friendship Village, there's

6 three board members on the board.  And then on the

7 Friendship Senior side it would be counsel for Friendship

8 Senior Options, then the three board members from

9 Friendship Senior Options.  I'm not a voting member so I

10 have no say in the resolution.

11      Q    Did you have any involvement in these

12 negotiations at all?

13      A    No, I really didn't.  I just -- I was an

14 observer.

15      Q    So who was -- Who was counsel for the debtor in

16 these negotiations?

17      A    That would be Bruce and Polsinelli both.

18 They're co-counsel for the debtor.

19      Q    Who was counsel for FSO in this?

20      A    That would have been Cooley, Eric Walker.

21      Q    And was any explanation provided to you of the

22 basis for the debtor's position in this paper that it was

23 willing to take these ERTC proceeds as a loan instead of

24 as the pass-through payment that it was previously

Page 138

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400

Case 25-00130    Doc 1-2    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 2
Page 10 of 14



1 expecting?

2      A    They -- the board -- I'm going from

3 recollection.  They were comfortable with this because

4 they felt it would get them to -- gave them the

5 opportunity to get through the bankruptcy process and

6 have the funds available to pay potential costs

7 associated with that.

8      Q    Well, you understand that you were the CEO of

9 the debtor at the time this was negotiated, correct?

10      A    That's correct.

11      Q    You understood you had a fiduciary duty to

12 maximize the assets of the debtor's estate for the

13 benefit of all creditors, correct?

14      A    Correct.

15      Q    And in accordance with that duty did you ever

16 say to anyone involved in this process, that we, the

17 debtor, have a claim to these ERTC funds because absent

18 the bankruptcy they would have been paid to us directly

19 as a pass through since we paid the expenses that

20 generated those funds?

21      A    I did not make that statement, no.

22      Q    Are you aware of anyone else making that

23 statement?

24      A    No.
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1      Q    And you didn't ask that question, you didn't

2 think you had a duty to ask that question given your

3 fiduciary duties as CEO of the debtor entity?

4      A    I did not.

5      Q    Was Polsinelli ever counsel to FSO to your

6 knowledge?

7      A    Yeah.  One of the partners of Polsinelli

8 actually started out as corporate counsel for FSO prior

9 to the bankruptcy process.

10      Q    When did that engagement happen?

11      A    Pre-bankruptcy.

12      Q    Like when pre-bankruptcy?

13      A    Probably around April I'd say.

14      Q    Why don't we go off the record and take a short

15 break.

16           (Off the record)

17      MR. SCHOEN:  Q   Mr. Flynn, of the ERTC funds

18 attributable to FVS payroll that FSO is still holding,

19 have any of those funds been used to pay legal fees of

20 FSO in connection with the bankruptcy?

21      A    We have been using some of those funds, yes, to

22 fund various costs.  I'm sure part of it was for legal

23 fees, yes.

24      Q    How much -- because I had asked before, you

Page 140

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400

Case 25-00130    Doc 1-2    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 2
Page 12 of 14



1 STATE OF ILLINOIS  )

                   )  SS:

2 COUNTY OF C O O K  )

3

4           The within and foregoing deposition of the

5 aforementioned witness was taken before CAROL CONNOLLY,

6 CSR, CRR and Notary Public, at the place, date and time

7 aforementioned.

8           There were present during the taking of the

9 deposition the previously named counsel.

10           The said witness was first duly sworn and was

11 then examined upon oral interrogatories; the questions

12 and answers were taken down in shorthand by the

13 undersigned, acting as stenographer and Notary Public;

14 and the within and foregoing is a true, accurate and

15 complete record of all of the questions asked of and

16 answers made by the forementioned witness, at the time

17 and place hereinabove referred to.

18           Before completion of the deposition, review of

19 the transcript {} was {X} was not requested.  If

20 requested, any changes made by the deponent, {and

21 provided to the reporter} during the period allowed are

22 appended hereto.

23

24
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1           The undersigned is not interested in the within

2 case, nor of kin or counsel to any of the parties.

3           Witness my official signature and seal as

4 Notary Public in and for Cook County, Illinois on this

5 28th day of December, 2023 A.D.

6

7

8               <%20551,Signature%>

9                         CAROL CONNOLLY, CSR, CRR

                        CSR No. 084-003113

10                         Notary Public

                        One North Franklin Street

11                         Suite 3000

                        Chicago, Illinois 60606

12                         Phone:  (312) 386-2000

13

14

15

16

17

18

19

20

21

22

23

24
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From: Mike Flynn[Mike.Flynn@myFSO.org] 

Sent : Mon 61512023 l :2 1:J 8 PM Coordinated Universal Time 

To: Cole Celenza[CCelenza@wyseadvisorsllc.com]; Oopkelaw LLC[bd@OopkeLaw.com] 

Cc: Mike Wyse[rnwyse@wyseadvisorsllc.com] ; Michael Franciosa[mfranciosa@wyseadvisorsllc.com]; Bobby Guy[BGuy@Polsinelli .com] 

Subject: RE:FVS 

FSO did not book any receivable from FVS Our process was to charge FVS what was necessary to cover costs not to exceed the contractual amount due. 

Mike Flynn 
Chief Executive Officer 
Friendship Senior Options 

Mike.F lynn@myFSO.org I Phone: (847) 884-5007 I Cell: (847) 436-5726 
www .FriendshipSeniorOptions.org 

From: Cole Celenza <CCelenza@wyseadvisorsllc.com> 
Sent: Sunday, June 4, 2023 6:27 PM 
To: Dopkelaw LLC <bd@Dopke Law.com> 
Cc: Mike Wyse <mwyse@wyseadvisorsllc.com>; Michael Franciosa <mfranciosa@wyseadvisorsllc.com>; Bobby Guy <bguy@polsinelli.com>; Mike Flynn 
<Mike.Flynn@myFSO.org> 
Subject: RE: FVS 

We will have to confirm the accounting with Jeff. 

Cole Celenza 

Wyse Advisors LLC 

51 JFK Parkway 
First Floor West 

Short Hills, NJ 07078 
Mobile: (609) 204-0860 

www.wyseadvisorsllc.com 

From: Dopkelaw LLC <bd@DopkeLaw.com > 
Sent: Sunday, June 4, 2023 7:25 PM 
To: Col e Celenza <CCelenza@wyseadvisorsllc.com> 
Cc: Mike Wyse <mwyse@wyseadvisorsllc.com>; Michael Franciosa <mfranciosa@wyseadvisorsllc.com>; Bobby Guy <bguy@polsinell i.com>; Mike Flynn 
<Mike.Flynn@myFSO.org> 
Subject: RE: FVS 

Cole and Team: 

Many thanks for this. 

So FSO was overpaid by $1.4 MM? Was that booked in the intercompany account? 

Bruce Dopke, Member 
Dopkelaw LLC 
1535 W. Schaumburg Road 
Schaumburg, IL 60194 
Tel: 847-524-4811 
bd @dopkelaw.com 

From: Cole Celenza <CCelenza@wyseadvisorsllc.com> 
Sent: Sunday, June 4, 2023 6:15 PM 
To: Dopkelaw LLC <bd@DopkeLaw.com> 
Cc: Mike Wyse <mwyse@wyseadvisorsllc.com>; Michael Franciosa <mfranciosa@wyseadvisorsllc.com>; Bobby Guy <bguy@polsinell i.com>; Mike Flynn 
<Mike.Flynn@myFSO.org> 
Subject: RE: FVS 

Please find the management calculation for the fiscal years 2019 through 2022 attached. Per our calculation, an approximate surplus of $1.4 million has been 
paid (refer to line 4 of the Mgmt Fee tab in the attached). We have an outstanding request for the FY23 P&L, and will update once received. We are available 
anytime to discuss. 

Mike Flynn -Is there supporting schedules for the monthly management fees for comparison? 

Cole Celenza 
Wyse Advisors LLC 

51 JFK Parkway 
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First Floor West 
Short Hills, NJ 07078 
Mobile: (609) 204-0860 

www.wyseadvisorsllc.com 

From: Mike Wyse <mwyse@wyseadvisorsllc.com> 
Sent: Saturday, June 3, 2023 10:02 AM 
To: Cole Celenza <CCelenza@wyseadvisorsllc.com>; Michael Franciosa <mfranciosa@wyseadvisorsllc.com> 
Cc: Bobby Guy <bguy@polsinelli.com >; Dopkelaw LLC <bd@DopkeLaw.com>; Mike Flynn <Mike.Flynn@myFSO.org> 
Subject: Fwd: FVS 

We can definitely look into it... 

Mike Wyse 
Wyse Advisors LLC 
51 JFK Parkway 
First Floor West 
Short Hills, NJ 07078 
Mobile: (917) 553-5883 
www.wyseadvisorsllc.com 

From: Dopkelaw LLC <bd@DopkeLaw.com > 
Sent: Saturday, June 3, 2023 9:38 AM 
To: Mike Wyse <mwyse@wyseadvisorsllc.com> 
Cc: 'Mike Flynn' <mike.flynn@myfso.org>; Bobby Guy <BGuy@Polsine lli.com> 
Subject: FVS 

MikeW: 

We have an assignment for you and your staff. We would like to know whether FVS underpaid the amount due to FSO under its management agreement in 
the fiscal years ending on March 31, 2022 and 2023. The second question is whether the shortfall (if there was one) was recorded as a debt which FVS owed to 
FSO on the intercompany account and the amount of the intercompany transaction(s) . 

I've attached a copy of the management agreement that was put in place on Nov. 17, 2017 and is still in effecTJie compensation provisions are on p. 5.The 
Management Fee is 15.63% of a subset of running the operation which are defined as "Operating Expenses" in the first sentence of par. 3.2.1. 

Mike F. has indicated that there were times, especially after January of 2021, that the payments that FVS paid FSO for its management fee were less than the 
15.63%of "Operating Expenses." We would be very much interested in that number, and any information which would increase FVS' intercompany debt to 
FSO. 

Please call me about this to confirm that you can do this (or not). This is a high priority ask. 

Bruce 

Bruce Dopke, Member 
Dopkelaw LLC 
1535 W. Schaumburg Road, Ste. 204 
Schaumburg, IL 60194 
847-524-4811 
bd@dopkelaw.com 
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1          IN THE UNITED STATES BANKRUPTCY COURT

2          FOR THE NORTHERN DISTRICT OF ILLINOIS

3                    EASTERN DIVISION

4   In re:

5     EVANGELICAL RETIREMENT     Chapter 11

6     HOMES OF GREATER           Case No. 23-07541

7     CHICAGO, INCORPORATED

8     d/b/a FRIENDSHIP

9     VILLAGE OF SCHAUMBURG,

10               Debtor.

11  ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

12

13

14              REMOTE VIDEO DEPOSITION OF

15                    MICHAEL FLYNN

16

17                    April 9, 2024

18                  9:05 a.m. Central

19

20

21

22            Stenographically Reported By:

23     Deanna Amore - CRR, RPR, CSR - 084-003999

24

25
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1 the document, it's page 6.  Now -- sorry.

2 BY MR. SCHOEN:

3     Q.   Do you see Section 3.2.2?

4          There's a reference to "Parent's Expenses

5 Related to Administrative Services."

6     A.   Yes.

7     Q.   And it says that -- that such

8 administrative expenses together with operating

9 expenses shall be paid by GreenFields within ten

10 business days from the receipt of an invoice from

11 parent.

12          Do you see that?

13     A.   Yes, I do.

14     Q.   Are you aware of FSO ever providing any

15 invoices to GreenFields or FVS for administrative

16 expenses?

17     MR. WALKER:  Object to the form.  Lack of

18 foundation.

19     THE WITNESS:  No, I'm not.

20 BY MR. SCHOEN:

21     Q.   To the best of your knowledge, that never

22 occurred?

23     MR. WALKER:  Object to the form.  Lack of

24 foundation.

25     THE WITNESS:  No, I'm not aware that we
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1 actually provided invoices.

2 BY MR. SCHOEN:

3     Q.   You've never seen one in all the time you

4 served as CFO and then CEO of FVS and FSO; correct?

5     MR. WALKER:  Object to the form.  Lack of

6 foundation.

7     THE WITNESS:  Correct.

8 BY MR. SCHOEN:

9     Q.   Whose responsibility was it to prepare

10 those invoices?

11     MR. FLYNN:  Object to the form.  Lack of

12 foundation.

13     THE WITNESS:  We didn't actually do invoices.

14 We just passed costs through the company account.

15 BY MR. SCHOEN:

16     Q.   And you did that all along the way from

17 2017 onward?

18     MR. WALKER:  Object to the form.  Lack of

19 foundation.

20     THE WITNESS:  It wasn't done routinely.  It was

21 usually at the end of our fiscal year we'd true it

22 up.

23 BY MR. SCHOEN:

24     Q.   And it was something that FSO trued up at

25 the end of every fiscal year?
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1                C E R T I F I C A T E

2

3          I, DEANNA AMORE, a Shorthand Reporter and

4 notary public, within and for the State of

5 Illinois, County of DuPage, do hereby certify:

6          That MICHAEL FLYNN, the witness whose

7 examination is hereinbefore set forth, was first

8 duly sworn by me and that this transcript of said

9 testimony is a true record of the testimony given

10 by said witness.

11          I further certify that I am not related to

12 any of the parties to this action by blood or

13 marriage, and that I am in no way interested in the

14 outcome of this matter.

15

16          IN WITNESS WHEREOF, I have hereunto set my

17 hand this 10th day of April 2024.

18

19

20              <%12384,Signature%>

21               Deanna M. Amore, CRR, RPR, CSR

22

23

24

25
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From: Mike.Flynn@myFSO.org[Mike.Flynn@myFSO.org] 

Sent: Fri 5/ 18/2018 5:03:39 PM Coordinated Universal Time 

To: Ray.Gerke@myFSO.org[Ray.Gerke@myFSO.org] 

Subject: RE: Net Entrance Fee Receipts 

Thanks Ray, we do need to true up the benefit allocation to each entity for March. I hope that gets us to where we need to be. We are so close. If FSO 
expenses are below budget, we can reduce the management fee allocation to FVS and that could get us there as well. 

Mike Flynn 
Vice President & Chief Financial Officer 

Friendship Senior Options 

Mike.Flynn@m y FSO.org I Phone: (847) 884-5371 
www.FriendshipSeniorOptions.org 

From: Ray Gerke 
Sent: Friday, May 18, 2018 11:51 AM 
To: Mike Flynn 
Cc: Richard Zielinski; Jeff Nyberg 
Subject: RE: Net Entrance Fee Receipts 

Mike; 

I apologize for the delay in responding; I had therapy this morning so I didn't get in until just before 10 this morning. 

Entrance Fees: 
The Entrance Fees reported in the Cash Flow and Financial Ratios tie very closely to the number Jeff had provided us; Jeff provided a reconciliation to us th is 
morning and we' re looking into this small difference now. Once we' re done, it should tie exactly to Jeff's reconciliation . 

Note Lori's EF worksheet was never intended to provide an EF number; it's purpose was to tie out DEA balances to the G/L. Jeff mentioned that 3 of the 
Entrance Fees on Lori's spreadsheet got reversed during the year; 1 was a death and 2 were move-outs. So, her worksheet is not accurate as far as Entrance 
Fees are concerned. Jeff said once the year is closed, he is going to sit with Lori to see if procedures can be put in place to automate/have PCC track Entrance 
Fees and maybe DEAs as well. 

DSCR: 
My calculations show we need another $337K in Entrance Fees or Profit to be able to get a 1.2 DSCR. 

• We (Jeff and I) spent time together last night looking at accruals and other items to see if we could find $337K. Here is what is still open : 
o The health insurance accrual is not finalized. Jeff asked HR for the IBNR report for March and I think he is expecting to get it from Cheryl today. 

However, ady adjustment would only affect FSO unless we did another benefit "true-up" 
o The PTO accrual adjustment (PTO lost@ year-end) still needs to be booked, but Jeff said the$ amount is not that material. 

• Note the following: 
o The Benefits "True-up" in November allocated an additional $1.3M; FVS got almost an additional $1.0 M 
o The Reallocation in Management Fees increased the monthly FVS management fee from about $451K to $617K 

Board Reports: 
I need to update the Cash Flows in the Board Report to reflect what Adaptive shows for March. I will let you know once those changes have been completed. 
It shouldn't take too long. 

Thanks, Mike. 

Ray Gerke 
Director of Financial Planning 
Friendship Senior Options 

Ray.Gerke@myFSO.org I Phone: (847) 884-5190 
www .FriendshipSeniorOptions.org 

From: Mike Flynn 
Sent: Friday, May 18, 2018 8:56 AM 
To: Ray Gerke; Richard Zielinski 
Subject: Net Entrance Fee Receipts 

Can you verify that the net entrance fee receipts are accurately reported in the cash flow and financial ratios. I know we had a difference between what Lori 
shows as received versus what is calculated via Adaptive. Per Lori's reconciliation, entrance fees received is $17,353,110 and refunds are $10,424,754 for a net 
of $6,928,356. 
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We need to be sure that we meet our debt service coverage calculation and if my numbers are correct, we should have no problem. If we are short, we need 
to work with Jeff to see if some accruals can be reduced. 

Thanks 

Mike Flynn 
Vice President & Chief Financial Officer 
Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5371 
www.FriendshipSeniorOptions.org 
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From: Mike.Flynn@myFSO.org[Mike. Flynn /4myFSO.org] 

Sent: Wed 8/15/20183:55:40 PM Coordinated Universal Time 

To: Andrew.Foust@mackayshields.com[Andrew.Foust@mackayshields.com] 

Subject: RE: Friendship Village of Schaumburg Investor Questions 

Andrew, 

Thanks for sending me these questions in advance of the call. I will respond to you as well as include in my comments on the call so we are consistent. 

1. The practice that our organization has had in place is to charge back affiliates 100% of the cost of the parent organization through a management fee. 

The method for this allocation was changed during the GreenFields refinancing to place less of a burden on GreenFields. As a result, the fee charged 
to FVS was increased to make up the difference. We booked the change on FVS financials. The burden of this added cost (unbudgeted) would have 

prevented FVS from meeting its DSC ratio. The Board passed a resolution to forgive management fees to the extent necessary to meet covenants. 
This was reflected in the audited financials after the preliminary results were posted. 

2.1 am in process of forecasting net entrance fees as we speak. Through June, we are slightly ahead of budget for new entrance fee receipts amounting to 

approximately $4.9M with a budget of $4.6M. We refunded $5.5M against a budget of $2.4M. At this time, we have an approximate $2.6M in additional 
refunds that will go out before fiscal year end. (We budgeted a total of $9.1M in refunds.) This amount is based on units that have been resold but the 

new resident has not moved in yet. The refund liability is down nearly $3M from its high point last year so we expect the pace of refunds to slow 

significantly. I will be able to provide more details on the forecast for the fiscal year when we have our call. Currently I am still in process of 
completing that forecast. 

We will talk about plans in place to increase sales as well as on the call. 

Again, I really appreciate the questions. It helps so I can do the analysis, if necessary in advance of the call. 

Mike Flynn 
Vice President & Chief Financial Officer 

Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5371 

www.FriendshipSeniorOptions.org 

From: Andrew Foust [mailto:Andrew.Foust©mackayshields.com] 
Sent: Wednesday, August 15, 2018 10:28 AM 
To: Mike Flynn 
Subject: RE: Friendship Village of Schaumburg Investor Questions 

Mike, 

Thank you very much for your thorough responses to my questions in June. We look forward to a public call with investors to discuss the audited financials. I 

have reviewed the audit for 3/31/2018 as well as the Qi 2019 It's ending June 30th, 2019 and had some additional questions. 

1. Why is the FY18 variance for professional fees for Friendship Village of Schaumburg so different between the audited (4.726mm expenses for FSV) and 
the unaudited numbers (7.09mm expenses for FSV)? Were the management fees charged by FSO revised to allow fore lower amount in the audited 

numbers for FSV? For the 15t quarter ending June 30th 2018, unaudited professional fees are up again at 1.953mm or "7.81mm annualized. Given the 

impact the fees have on Debt Service Coverage Ratio, we would appreciate any insight you have on the accounting. 

2. Net entrance fee turnover for 01 '19 was negative. It seems that the Gross marketing and sales results have outpaced move-ins consistently each year 

for the past few years. Is this due to cancellations? If so, could we possibly see sales data on a net basis? 

Regards, 

Andy 

Andrew Foust 

Director 

MacKay Municipal 
Managers 
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MacKay Shields LLC I 155 Village Blvd I Suite 305 Princeton, NJ 08540 

Office: 609.750.8374 

Andrew.Foust@mackayshields.com 

www.mackayshields.com 

MacKay Shields LLC is a registered investment adviser and is regulated in the United States by the Securities & Exchange Commission. 

MacKay Shields UK LLP is registered in England and Wales number OC38o999 and is authorized and regulated in the United Kingdom by the Financial Conduct 
Authority. 

Notice: This email is business confidential. If received in error, please destroy this email and notify sender immediately. Sender does not waive confidentiality 
or privilege, and use is prohibited. Please consider the environment before printing this e-mail. 

From: Mike Flynn <Mike. Flynn @myFSO.org> 
Sent: Wednesday, June 6, 2018 8:07 AM 

To: Andrew Foust <Andrew.Foust@mackayshields.com> 
Subject: RE: Friendship Village of Schaumburg Investor Questions 

Hi Andrew, below are responses to your questions. I reached out to BB&T as well, to determine how to communicate this information to all bond holders. I 
will prepare a write up with the responses below as well as BB&T will coordinate an investor call. John Franklin and I will be at the CARF Financial Advisory 

Panel Meeting tomorrow and Friday so the call will likely occur next week. If you would like any more specifics, please let me know I will include that in my 

write up. 

Thanks for reaching out. 

Mike Flynn 
Vice President & Chief Financial Officer 

Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5371 

www.FriendshipSeniorOptions.org 

1. Can you provide insight into how the organization arrived at the annual debt service amount for FY18 ("6.25mm. The 6.25mm represents interest payments 

made in FY 2018. With the refinancing, principal that was due during the fiscal year was settled up during the refinancing so at March 31, 2018, there was no 

principal due, just interest. 

2. How did the organization arrive at the 2.96mm payment on the FSO Guaranteed debt? The $2.96mm represents 3% of the net asset value which is the 
allowable asset transfer amount under the Indenture. Can you confirm the FSO guaranteed debt is secured by the Friendship Village of Schaumburg 

mortgage? Yes, the debt is guaranteed by the FVS mortgage. 

3. My understanding when the deal priced was that the organization anticipated achieving the rate covenant of 1.20x coverage based on a pro-forma MADS of 

8.5mm. Can you discuss the increases in expenses and lower revenues that led to the underperformance in the second half of the year with only 7.6mm net 
income available for debt service? The primary reasons for the decrease in net income available for debt service is: 

- New move-ins fell short of projections resulting in $1.2MM less collected in entrance fees 

- We had an unusually high number of employee health insurance claims that reached the stop loss limit that significantly drove up our health insurance cost. 
- Mid-year adjustments were made to entry level positions to attract and retain staff. FVS is in a highly competitive labor market for this pool of workers so 

compensation adjustments were required. We did and continue to retain and attract these workers now the comp levels are in line with market. 

Entrance Fees 

4. The FY19 budget forecasts over $9mm in net entrance fee coverage vs under 6mm for FY18. What factors do the organization believe will be present in 

FY2019 that will lead to increased turnover to achieve this goal that were not present in FY18? 
For FY 2019 we have projected 4 garden home move-ins, 35 Bridgewater Place move-ins, 50 Bridgegate move-ins and 12 assisted living life care move-ins. 

These sales volumes are consistent with prior year life care sales (with the exception of FY 2018). The sales volume was multiplied by the average entrance 
fee price to arrive at the budget. FVS has budgeted the necessary marketing and sales dollars and resources to meet these goals. 

From: Andrew Foust [mailto:Andrew.Foust©mackayshields.com] 
Sent: Tuesday, June 05, 2018 10:56 AM 
To: Mike Flynn 
Subject: Friendship Village of Schaumburg Investor Questions 

Mike, 

I am analyst with MacKay Shields and left a message earlier today. We participated in the Series 2017 FVS refinancing in December and had the following 
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questions below. If you are willing to address our questions below regarding the 3/31/18 full FY18 fiscal un-audited numbers published last week and the 

FY19 budget any insight you provide would greatly appreciated. The best # to reach me at is 609-750-8371. 

1. Can you provide insight into how the organization arrived at the annual debt service amount for FY18 ('6.25mm) 

2. How did the organization arrive at the 2.96mm payment on the FSO Guaranteed debt? Can you confirm the FSO guaranteed debt is secured by the 
Friendship Village of Schaumburg mortgage? 

3. My understanding when the deal priced was that the organization anticipated achieving the rate covenant of 1.20x coverage based on a pro-forma 

MADS of 8.5mm. Can you discuss the increases in expenses and lower revenues that led to the underperformance in the second half of the year with 
only 7.6mm net income available for debt service? 

Entrance Fees 

4. The FY19 budget forecasts over $9mm in net entrance fee coverage vs under 6mm for FY18. What factors do the organization believe will be present in 
FY2019 that will lead to increased turnover to achieve this goal that were not present in FY18? 

Regards, 

Andy 

Andrew Foust 

Director 

MacKay Municipal 
Managers 

MacKay Shields LLC I 155 Village Blvd I Suite 305 Princeton, NJ 08540 

Office: 609.750.8374 

Andrew.Foust@mackayshields.com 

www.mackayshields.com 

MacKay Shields LLC is a registered investment adviser and is regulated in the United States by the Securities & Exchange Commission. 
MacKay Shields UK LLP is registered in England and Wales number OC38o999 and is authorized and regulated in the United Kingdom by the Financial Conduct 
Authority. 

Notice: This email is business confidential. If received in error, please destroy this email and notify sender immediately. Sender does not waive confidentiality 
or privilege, and use is prohibited. Please consider the environment before printing this e-mail. 

This email contains privileged and confidential information intended only for the use of the recipient named above. If you are not the intended recipient of this 

email, you are hereby notified that any dissemination or copying of this email is strictly prohibited. If you have received this email in error, please immediately notify 

the sender by responding to the sender through email and delete the email message. 

This information has been disclosed to you whose confidentiality is protected by state and federal law. Any further disclosure of this information without prior 

consent of the person whom it pertains may be prohibited. 
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Municipal Market Disclosure
Information Cover Sheet
 

 

This Filing Applies to:

 

 

1.  Illinois Finance Authority, Revenue Bonds (Friendship Village of Schaumburg), Series 2017,
$122,550,000, Dated: December 28, 2017
45204EB31, 45204EA57, 45204EA65, 45204EA73

 

 
 

TYPE OF FILING:

 

If information is also available on the Internet, give URL: www.dacbond.com
 

WHAT TYPE OF INFORMATION ARE YOU PROVIDING? (Check all that apply)

 

Financial / Operating Data Disclosures

 

Rule 15c2-12 Disclosure

 

 Annual Financial Information & Operating Data (Rule 15c2-12)

 Audited Financial Statements or ACFR (Rule 15c2-12)

 Failure to provide  as required

 

Additional / Voluntary Disclosure

 

 Quarterly / Monthly Financial Information

2023 Q4 Quarterly Report with Officer's Certificate

 Change in Fiscal Year / Timing of Annual Disclosure

 Change in Accounting Standard

 Interim / Additional Financial Information / Operating Data

 Budget

 Investment / Debt / Financial Policy

 Information Provided to Rating Agency, Credit / Liquidity Provider or Other Third Party

 Consultant Reports
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 Other Financial / Operating Data

 

Event Filing

 

Rule 15c2-12 Disclosure

 

 Principal / Interest Payment Delinquency

 Non-payment Related Default

 Unscheduled Draw on Debt Service Reserve Reflecting Financial Difficulties

 Unscheduled Draw on Credit Enhancement Reflecting Financial Difficulties

 Substitution of Credit or Liquidity Provider, or Its Failure to Perform

 Adverse Tax Opinion or Event Affecting the Tax-exempt Status of the Security

 Modification to the Rights of Security Holders

 Bond Call

 Defeasance

 Release, Substitution or Sale of Property Securing Repayment of the Security

 Rating Change

 Tender Offer / Secondary Market Purchases

 Merger / Consolidation / Acquisition and Sale of All or Substantially All Assets

 Bankruptcy, insolvency, receivership or similar event

 Successor, Additional or Change in Trustee

 Failure to Provide Event Filing Information as Required

 Financial Obligation - Incurrence and Agreement

 Financial Obligation - Event Reflecting Financial Difficulties

 

Additional / Voluntary Disclosure

 

 Amendment to Continuing Disclosure Undertaking

 Change in Obligated Person

 Notice to Investor Pursuant to Bond Documents

 Communication From the Internal Revenue Service

 Bid For Auction Rate or Other Securities

 Capital or Other Financing Plan

 Litigation / Enforcement Action

 Change of Tender Agent, Remarketing Agent or Other On-going Party

 Derivative or Other Similar Transaction

 Other Event-based Disclosures

 

Asset-Backed Securities Filing

 

Additional / Voluntary Disclosure
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 Initial Asset-Backed Securities Disclosure (SEC Rule 15Ga-1(c)(1))

 Quarterly Asset-Backed Securities Disclosure (SEC Rule 15Ga-1(c)(2)(i))

 Annual Asset-Backed Securities Disclosure (SEC Rule 15Ga-1(c)(2)(ii))

 Other Asset-Backed Securities Disclosure (e.g. notice of termination of duty to file reports pursuant to SEC Rule 15Ga-

1(c)(3))

 

 

Disclosure Dissemination Agent Contact:

Name: DAC
Address: 315 East Robinson Street
Suite 300
City: Orlando
State: FL
Zip Code: 32801-1674
Telephone: 407 515 - 1100
Fax: 407 515 - 6513
Email Address: emmaagent@dacbond.com
Relationship to Issuer: Dissemination Agent
 

 

Certification Authorized By:

/s/ Mike Flynn
Name: Mike Flynn
Title: Chief Financial Officer
Entity: Friendship Village of Schaumburg, IL
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Introduction 
This report reflects marketing, sales activity and financial performance for the quarter ending 
March 31, 2023. 
 
 
 

Marketing and Sales Report - Quarterly Results 
 
 
 

FY2023 Occupancy: Month end March 31, 2023  
    

Neighborhood Capacity 
Actual 

Occupancy 
Occupancy 

% 

Bridgegate 339 212 62.5% 

Bridgewater Place 168 111 66.1% 

Crosswell Trace 28 27 96.4% 

Total Independent 
Living 

535 350 65.4% 

Willows Assisted 
Living 

109 91 83.5% 

Briarwood 
Healthcare Center 

199 120 60.3% 

Total 843 561 66.5% 

 

 
 
  FY2023 Deposits: YTD March 31, 2023 

 

 
 

 
 

 

 
 

Neighborhood 

Current 
Quarter 

Gross 
Budgeted 
Deposits 

Current 
Quarter 

Gross 
Actual 

Deposits 

YTD FY2023 
Gross 
Actual 

Deposits 

YTD FY2022 
Gross 
Actual 

Deposits 

Bridgegate / 13 35 34 

Bridgewater Place / 2 13 14 

Crosswell Trace / 1 4 1 

Total Independent  
Living 

24 16 52 49 

Willows Assisted 
Living 

3 4 6 8 
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FY2023 Cancellations: YTD March 31, 2023 
 

 
 

 
 

 

 
 

Neighborhood 

Total 
Quarter 

Budgeted 
Cancellations 

Current 
Quarter 
Actual 

Cancellations 

YTD FY2023 
Actual 

Cancellations 

YTD FY2022 
Actual 

Cancellations 

Bridgegate 1 4 13 7 

Bridgewater 
Place 

1 2 3 6 

Crosswell Trace 1 0 0 3 

Total 
Independent  
Living 

3 6 16 16 

Willows Assisted 
Living 

1 0 2 3 

 

 

FY2023 Cancellations: January, February, March (by month) 
 

 
 

 
 

 
 

 

Neighborhood 
January 

Cancellations 
February 

Cancellations 
March 

Cancellations 

Current 
Quarter 

Cancellations  

Bridgegate 0 3 1 4 

Bridgewater Place 2 0 0 2 

Crosswell Trace 0 0 0 0 

Total Independent  
Living 

2 3 1 6 

Willows Assisted 
Living 

0 0 0 0 

 

FY2023 External Move-ins: YTD March 31, 2023 
 

 
 

 
 

 

 
 

Neighborhood 

Current 
Quarter 

Budgeted 
Move-Ins 

Current 
Quarter 
Actual 

Move-Ins 

YTD FY2023 
Actual 

Move-Ins 

YTD FY2022 
Actual 

Move-ins 

Bridgegate / 4 29 34 

Bridgewater Place / 0 12 16 

Crosswell Trace / 1 3 1 

Total Independent  
Living 

26 5 44 51 

Willows Assisted 
Living 

1 3 5 7 
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FY2023 Transitions: YTD March 31, 2023 
   

 
 

 

 
 

 

   

Bridgegate 
Assisted 

Living 
Memory 
Support 

Health 
care 

Transfer to 
BWP 

 
Transfer 

to BG 
 

Expired 
Moved 

Out 
Total 

Transitions 

Current quarter 
transitions 7 1 4 0 0 1 0 13 

YTD FY2023 19 2 11 0 0 3 6 41 

Avg. per month 
FY2023     

 
  3.4 

FY2022 budget 
avg.     

 
  7.7 

YTD FY2022 15 1 6 0 
 

0 14 7 43 

Avg. per month 
FY2022     

 
  3.6 

 
     

 
 

 
 

Bridgewater 
Place 

Assisted 
Living 

Memory 
Support 

Health 
care 

Transfer to 
Bridgegate 

 
Transfer 

to  
BWP 

Expired 
Moved 

Out 
Total 

Transitions 

Current quarter 
transitions 2 0 3 0 

 
0 3 2 10 

YTD FY2023 6 1 6 0 
 

0 5 5 23 

Avg. per month 
FY2023     

 
  1.9 

FY2023 budget 
avg.     

 
  7.7 

YTD FY2022 12 2 3 0 
 

0 5 3 25 

Avg. per month 
FY2022     

 
  2.1 
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Financial Overview 
 

Financial Disclosure 

 

The information provided in this quarterly financial report will briefly cover the unaudited 

financial results for the 4th quarter of Fiscal Year 2023, January 1, 2023 through March 31, 

2023.  There are two sets of unaudited financial reports: one covers the obligated group, 

Friendship Village of Schaumburg (FVS); the other reflects the consolidated financial report 

that combines Friendship Senior Options (FSO) with all of its subsidiary entities.  Effective 

February 1, 2023, the sponsorship of Greenfields of Geneva was transferred to Lifespace.   The 

Consolidated Statement of Operations includes 10 months of GreenFields Actual and Budgeted 

results and The Statement of Cash Flows includes 10 months of GreenFields Actual results.  

The Consolidated Statement of Financial Position excludes GreenFields.  We share this 

information with our investors and interested parties to disclose the financial status of the 

obligated community and the consolidated financial results of Friendship Senior Options, the 

parent company.  

 

Liquidity Ratio 
 

The Liquidity Ratio for the obligated group is based on the unaudited financials for the current 

quarter ending March 31, 2023, and the unaudited financials for the prior quarter ending 

December 31, 2022. The Days Cash on Hand ratio (DCOH) of 38.6 at March 31, 2023 is below 

the minimum covenant level of 150.0 Days.  The table below presents the comparison of the 

year-to-date (YTD) actual Liquidity Ratios for the current quarter and the prior quarter to the 

covenant minimums, based on the definitions in the Master Trust Indenture (MTI). Average 

expense per day increased 3.4% or $5,113 in the current quarter from $148,398 to $153,511 per 

day. The primary reason for the miss in covenant is the low occupancy and also the lack of 

move-ins and the corresponding new entrance fees associated with the lifecare sale. 

 

 

Liquidity Ratio (Days Cash on Hand)  

 
Calculation of Days Cash on Hand 03/31/23 12/31/22

(Year To Date) Current Month Current Month

Friendship Village Obligated Group 12 Months 9 Months

as of March 31, 2023 DCOH DCOH

Cash and Cash Equivalents 939,583               1,671,730           

Adjustments: -                        -                        

Total Cash & Cash Equivalents 939,583               1,671,730           

Unrestricted Long Term Investments 4,988,967           4,805,709           

Less: Encumbered Investments (Credit Line) -                        -                        

Obligated Group's Total Cash & Investments used in DCOH 5,928,550           6,477,438           

Expenses Used in DCOH 56,031,515         40,809,479         

Number of Calendar Days 365                       275                       

Average Expense per Day 153,511               148,398               

Days Cash on Hand Ratio - MTI 38.6                      43.6                      

Covenant Minimum Level 150.0                   150.0                   

Testing Date  (September 30th & March 31st) Yes No
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Debt Service Coverage Ratio 

 

March 2023’s 12-month rolling average Debt Service Coverage Ratio (DSCR) of 0.04 is below 

the prior quarters 12-month average, and well below the Covenant Limit of 1.20. The current 

quarter saw a decrease of $2.6M of funds available for debt service.  Net Entrance Fee receipts 

were lower than the prior quarter by $1.0M and Income from Operations available for Debt 

Service was lower by $1.6M driven by lower investment income and higher operating expenses 

due to inflation. There has been consistent result in sales and move-in resulting in regular 

Entrance Fee flow in the current fiscal year but an uncertain macro environment contributed to 

a slower move-in rate (note both quarters are computed on a rolling 12-month basis).  

 

          

`
Calculation of Debt Service Coverage 03/31/23 12/31/22

(12 month rolling average) Current Month Current Month

Friendship Village Obligated Group 12 month 12 month

as of March 31, 2023 DSCR DSCR

Income from Operations Available for Debt Service (4,681,987)         (3,091,674)         

Entrance Fees Received, Net of Refunds 5,027,202           6,009,182           

Funds Available for Debt Service 345,215               2,917,508           

Debt Service with LOC Fees 8,778,706           8,638,706           

Funded Debt Service

Obligated Group's Debt Service Requirement 8,778,706           8,638,706           

YTD Debt Service Coverage Ratio - MTI 0.04                      0.34                      

Covenant Minimum Level 1.20                     1.20                     

Testing Date  (March 31st only) Yes No

YTD Debt Service Coverage Ratio - Revenue Only (0.53)                    (0.36)                    
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Obligated Group Unaudited Financial Results 
 

The year-to-date (YTD) net results as of March 31, 2023, reflect a decrease in Net Assets of 

approximately ($13.8M) compared to a budgeted loss of ($7.9M).  Compared to the same 

period a year ago (March 31, 2022), the loss for the current fiscal year worsened by ($2.7M) 

compared to the prior year (year-to-date) period which experienced a decrease in Net Assets of 

$11.1M. 

 

Current YTD Operating Revenue is unfavorable to budget by $0.9M including Investment 

Income which is unfavorable to budget by $1.6M YTD.  Healthcare (HCC) Revenue is 

favorable to budget by $1.8M year-to-date (YTD), Independent Living (IL) revenue is 

unfavorable by ($0.4M) while Assisted Living (AL) revenue is unfavorable by ($0.8M).   

 

Current YTD Operating Expenses (excluding Interest and Depreciation) are unfavorable to 

budget by approximately $2.6M or 4.3%, and are $3.7M or 6.1% higher than operating 

expenses from a year ago, March 2022 YTD. The increase over the prior year can be attributed 

to the impact of inflation in our operating expenses, especially on Salaries & Benefits. The 

table below shows the breakdown of operating expense by category and the variance to budget 

as well as the prior year. A reorganization in the management of dining services has rendered 

year-over-year numbers not comparable at a line item level, especially for Salaries and benefits, 

Professional fees and Dietary expenses. 

 

 

 
FY 23 YTD FY 23 YTD Last Year $ Variance % Variance $ Variance % Variance

Expense Category Actual Thru Budget Thru Actual Thru YTD from YTD from YTD from YTD from

03/31/23 03/31/23 03/31/22 Budget Budget Prior Year Prior Year

Salaries and benefits 20,258,407      19,154,162      22,910,915         (1,104,245)   -5.77% 2,652,508     11.58%

Supplies and other 8,536,511        7,412,120        7,485,841           (1,124,391)   -15.17% (1,050,669)    -14.04%

Dietary 1,411,812        1,768,283        2,245,221           356,471       20.16% 833,408        37.12%

Professional fees 14,262,852      13,291,618      7,709,337           (971,234)      -7.31% (6,553,514)    -85.01%

Repairs and maintenance 1,301,525        1,369,476        1,430,219           67,951        4.96% 128,694        9.00%

Utilities and telephone 2,106,349        2,399,328        2,445,496           292,979       12.21% 339,147        13.87%

Insurance 1,522,113        1,086,000        1,296,809           (436,113)      -40.16% (225,303)       -17.37%

Real estate taxes 808,241          670,000          696,118              (138,241)      -20.63% (112,123)       -16.11%

Interest 5,823,706        5,750,000        5,823,706           (73,706)       -1.28% 0                  0.00%

Depreciation and amortization 7,827,358        8,160,000        8,202,969           332,642       4.08% 375,611        4.58%

Provision for bad debts 306,042          460,100          224,982              154,058       33.48% (81,059)         -36.03%  
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Friendship Village Census Summary & Reconciliation 

 

 
Friendship Village of Schaumburg

Census Summary and Reconciliation

3/1/2023 - 3/31/2023

Level of Care / Location 3/1/2023 Transitions 3/31/2023

Average 

Daily 

Census

Total 

Available 

Units Occupancy

Independent Living:

  Bridgegate 213 4 212 212.45 339 62.67%

  Bridgewater Place 114 3 111 113.61 168 67.63%

  Garden Homes 27 0 27 27.00 28 96.43%

Total IL 354 7 350 353.06 535 65.99%

Assisted Living & Memory Support: Internal External Total

  Assisted Living 64 4 0 4 1 67 64.90 85 76.36%

  Memory Support 24 0 0 0 0 24 24.00 24 100.00%

Total Assisted Living & Memory Support 88 4 0 4 1 91 88.90 109 81.56%

Healthcare Center: Internal External Total

  Special Care - Private Pay 1 0 0 0 0 1

  General HCC - Private Pay 3 2 0 2 0 5

  Special Care 15 0 16 16.55 20 82.74%

  General HCC 104 69 98 110.65 179 61.81%

Total Healthcare Center 123 69 120 127.19 199 63.92%

Total 565 77 561 569.16 843 67.52%73

1

63

66

Move-Ins

3

0

0

3
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Management Discussion & Analysis related to Occupancy 
 

Note that the discussion below compares year-to-date census as of March 31, 2023 (current 

quarter-end) to year-to-date census as of December 31, 2023 (prior quarter-end) 

 

Independent Living 

For all independent living (IL) combined, the average year-to-date (YTD) census for the 

quarter ending March 2023 was 364.4 units (68.1% of 535 total IL units) occupied, which was 

8.8 units below budget of 373.2 units (69.8%).   Compared to the prior quarter ended December 

2022, the March YTD census was lower by 1.9 units (0.5%).  

 

For Bridgegate (IL), the average YTD census was 219.0 units (64.6% of 339 units) occupied, 

which was 6.0 units below budget of 225.01 (66.4%).  Compared to the prior quarter ended 

December 2022, the March 2023 YTD census was lower by (1.0) units (0.4%). 

 

For Bridgewater Place (IL), the average YTD census was 119.8 units (71.3% of 168 units) 

occupied, which was 1.3 units below budget of 121.2 units (72.1%).  Compared to the prior 

quarter ended December 2022, the March 2023 YTD census was lower by 1.4 units (1.1%)   

 

For Croswell Trace Garden Homes (IL), the average YTD census was 25.6 units (91.3% of 28 

units) occupied, which was 1.4 units below budget of 27 (91.3%) units occupied.  There are 

five waitlist depositors for the Garden Homes. The March 2023 YTD census was higher by 

(0.4) units or (1.7%) than the prior quarter ended December 2022 of 25.2 units.  

 

Assisted Living 

For all of Assisted living (AL & MS) combined, the average YTD census for the quarter ending 

March 2023 was 89.2 units (81.8% of 109 total AL units) occupied, which was (10.8) units 

(10.8%) below budget of 100 units (91.7%).   Compared to the prior quarter ended December 

2022 census of 90.6 units occupied, the March YTD census was lower by (1.4) units (1.5%).   

 

In the traditional Assisted Living (AL) unit, the average YTD census was 66.9 units (78.7% of 

85 units) occupied, which was (10.1) units below budget of 77.0 units (90.6%).  Compared to 

the prior quarter ended December 2022, the March YTD census was lower by 1.5 units (2.2%).   

 

In the Memory Support (MS) unit within Assisted Living, the average YTD census was 22.3 

units (93.0% of 24 units) occupied, which was (0.7) units below budget of 23.0 (95.8%).  

Compared to the prior quarter, the March YTD census was higher by 0.1 units (0.5%).  
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Healthcare Center (Skilled Nursing Unit) 

For the Healthcare Center (HCC), the average YTD census for the quarter ended March 2023 

was 129.6 residents (65.1% of 199 total HCC residents) occupied, which was 2.1 residents 

above budget of 127.5 residents (64.1%).   Compared to the prior quarter ended December 

2022, the March YTD census was lower by 0.2 residents (-.2%).   

 

By payer, the Medicare Part A average YTD census for the current quarter was 40.0 residents 

(30.9% payer mix) which is an increase of 2.0 residents from the prior quarter’s average of 38.0 

residents (29.3% payer mix) and was 14.5 residents above the YTD budget of 25.5 residents 

(20.0% payer mix) for the current quarter.   

 

Medicaid average YTD census for the current quarter was 35.1 residents (27.1% payer mix), 

2.0 residents above the budget of 33.1 residents (26.0% payer mix).  Compared to the prior 

quarter, Medicaid occupancy increased 1.0 residents from the prior quarter’s 36.1 residents 

(27.8% payer mix).   

 

Contract, also known as Life Care, was below budget for the current quarter, with 47.3 

residents (36.5% payer mix), (10.1) residents below a budget of 57.4 residents (45.0% payer 

mix).  Compared to the prior quarter, Contract (Life Care) occupancy decreased 0.7 residents 

from the prior quarter’s 47.9 residents (36.9% payer mix).   

 

Private Pay, also known as Self Pay, was below budget for the current quarter, with 7.2 

residents (5.5% payer mix), (4.3) residents below budget of 11.4 residents (9.0% payer mix).  

Compared to the prior quarter, Private Pay occupancy decreased 0.6 residents from the prior 

quarter’s 7.8 residents (6.0% payer mix).   

 

The graph on the following page provides a pictorial view of census over the past 13 months 

for the community: 
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Friendship Village of Schaumburg

Briarwood Healthcare Daily Rates

FY 2023 Daily Rates

Per Day

Level of Care Semi-Private Private

Health Care 485.00$  576.00$  

Reflections Special Care 492.00$  583.00$   
 

 

 

 

Friendship Village of Schaumburg

Construction Updates

Quarter Ended March 31, 2023

Friendship Village of Schaumburg has not constructed any

new Facilities during this quarter.  Note that monies

borrowed under the December 2017 Bond Issuance were

not obtained for the purpose of constructing new facilities.  
 

 

 

 

 

 

Case 25-00130    Doc 1-8    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 8
Page 17 of 32



 

 

14 

 

CMS 5-Star Rating as of May 23, 2023 
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Briarwood Healthc.re Center at Friendship Villal!O W"5 

recently named as one of U.S. Ntws and Warld R,p«t's 
2020-2021 "Best Nursing Homes" for Loog-Tenn Ca.re 
and Shon.-T•rm Rehabilitatlon. This recognitioo 
is based on an evalJalion of resident care, safety, 
health rnpection~ staff"& and the COIMlUnity's 
CO/ID response. Ths is the third tme 
Friendsnp Villa2e has receiYed this honor. 

Friendsnp Village is ""'""e just 45% of 
c:ommunities nationally 10 receive recoi.,,itions fer 
both short-term reh>bilitation and long-tenn care. 

0 
Friendship Village 

SC 1AU'1BURC 

FriendshipVillage.org 

• CARF Acaedit,d Ufo Pion Com""'ni'Y 

• Named Top S Nunirc Homa 
In IUI- 2020 by Neo,,.e,l 

• "·Best of the Best A.edrement/Asdst.ed I.Mn& 
Com.munldu" and '"The Best Piao to Work" 
by dlC Oaif Herdd Roaden' O»ke Aw-

I e:tST 2021 
NURSING 1:::::1 
MONES -s 

• 2018 NuStep Silver An,-da Award for E,c:acltc:nce 

• $cnlorAd'fbor.com'1 Bat. of 2018 Award for 
Independent U.1-., An .... d u,,-., N<ni"I Home 
and Althelmer' s Care 

• 2019 Bat of Schaumbura Awwd for 
Bae Rctn:mcnt Commu:nity 
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  Friendship Village of Schaumburg 

Obligated Group 

Officer’s Certificate 

March 31, 2023 

 

 
 

0 
Friendship Village 

Jay Smith 
Corporate Trust Specialist 
Corporate Trust & Esaow Services 
UMB Bank, NA, as Bond Trustee 
120 s <,«> Street 
Suite 1400 
Minneapolis, MN 55402 

Computershare Trust Company. NA 
as agent for Wells Fargo Bank, N.A 
Minhtam Pham 
CTS Account Associate 
Corporate Trust Services 
600 Fourth Street South 7th Floor 
Minneapolis, MN 55415 
MAC N9300-073 

'-)( It, IA :"{, 

Re: llllnols Finance Authority Revenue Bonds, Series 2017 Revenue Bonds 
Evangel ical Retirement Homes of Greater Chicago, Incorporated doing busim,ss as 
Friendship Village of Schaumb<lrg (the "Obligated Group Representative") 
Certificate of No Default for the Quarter Ending 03131/2023 

The undersigned duly authorized officer of tile Obligated Group Representative hereby certifies as 
follows to demonstrate compliance with certain provisions of the Maste< Trust Indenture dated as of 
July 15, 2005, as amended, between Wells Fargo Bank, National Association, as Master Trustee and 
the Obligated Group (the "Master Indenture"): 

This Certificate is being delivered with respect to the following: 

• Quarter ended March 31 , 2023 (a-resting Period") 

Capitalized terms used but not defined in this Certificate shall have tile meanings set forth In the 
Master Trust Indenture. 

(Unless otherwise indicated, all calculations are made in accordanC8 with accounting principles 
generally aCC8pled in the Unffed States of America.) 

15,0\"I/ Sdl;:11.-.it...-i:A.0¥1 - Sc~r, l'IOl$601~ 
~ {84..,., 88+-SOOO • Fall:. '847) 884-54n • __ Fi-weflCl!h V'ill.1:>flt 

A fn!--(isl,p SeniorCptcns CcmTJJri:y 
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(al Hjstorjcaj Debt Seryjce Coverage Ratio par Seel/on 409 cl tho MH ltr lndtnlu,. 

Net Revenues Available for Debt Se·rvlce (A) .. , $ 345.215 

Annual Debt Service (BJ .. ........ .. .... .. ... ... .... $8 778 706 

Historical Debi Service Coverage Ratio (A/8) ... ...... ~ 

Is the Historical Debt Service Coverage Ratio of lhe Borrower an amount al least equal to the 
Required Coverage Level for the applicable IJ)eriod? 

__ (Y) X (N) 

In order to meel the Historical Debt Service Coverage Ratio requirement, did the Obligated 
Gr-0up receive any funds from the Guarantor or any other Affiliate during the Testing Period? 

_ (Y) X (N) 

If yes, please identify the amount of such funds received aml the entity that advanced such 
funds:$ :O· 

(b) Days Cash on Hand per Section 425 or tho Moster Indenture 

Total Cash & Investments Used in DCOH (A) 

Average Expense per Day (B) ..... 

Days Cash on Hand (A/8) , .. .. 

$5928550 

$153.511 

38.6 

Is the Days' Cash on Hand of the Borrower an amount al least equal to the Days' Cash on 
Hand requirement for the applicable period? 

_ _ (Y)___,X_(N) 

In order lo achieve the Days' Cash on Hand requirement, did the Borrower receive any 
funds from the Sole Member? 

_ _ (YJ X 

If yes, please identify the amount of such funds received from the Sole Member. 

$ -0-

In order to achieve tho Days· Cash on Hand requirement, did the Borrower defer any 
Management Fees due to the Sole Member? 

(N) 

__ (Y) X (N) 

If yes, please identify the amount of such funds deferral: $. __ ..:·Oc..· __ 
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(cl Certifications: To the best of the undersigned's knowledge, (1) the financial statements provided 
to the Trustee with this Certificate fairly set forth the financial position and results of operations of 
the Obligated Group as of the date and for the period covered by such financial statements, (2) 
the Obligated Group is in compliance with the terms, provisions and cond~ions of the Master 
Indenture and complies with all of the applicable requirements of Section 3 of the Continuing 
Disclosure Agreement. 

IN WITNESS WHEREOF, I have hereunto set my hand, this 26th day of May, 2023. 

EVANGELICAL RETIREMENT HOMES OF GREATER 
CHICAGO, INCORPORATED, as Obligated Group Representative 

By: 714✓!71,f n,---
Name: Michael A. Flynn 

Tide: Chief Executive Officer 
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Appendix A 

 

Friendship Village of Schaumburg  

Obligated Group Financials 

March 31, 2023 
Unaudited  
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Friendship Village

Obligated Group Statement of Financial Position 
ASSETS

3/31/2023 3/31/2022 Change

Current Assets

Cash and cash equivalents 939,583           2,886,733          (1,947,149)     

Assets whose use is limited or restricted - required

for current liabilities 2,207,924        2,754,290          (546,366)        

Receivables less allowance for doubtful accounts 2,025,213        1,807,716          217,496         

Entrance fees receivable -                    -                      -                  

Other receivables -                    (8,844)                8,844              

Inventories 116,713           122,280             (5,568)             

Prepaid expenses 938,162           136,425             801,737         

Total Current Assets 6,227,594        7,698,600          (1,471,006)     

Assets whose use is limited or restricted, net of amounts

required for current liabilities:

Held by trustee under bond indenture agreement -                    -                      -                  

Donor restricted investments -                    -                      -                  

Total noncurrent assets whose use is limited or restricted -                    -                      -                  

Land, buildings and equipment, net of accumulated depreciation 89,762,015      93,862,422       (4,100,407)     

Long-term investments 4,988,967        8,364,047          (3,375,080)     

Due from Affiliates 8,891,455        8,805,521          85,934            

Total assets 109,870,031   118,730,589     (8,860,558)     

LIABILITIES AND NET ASSETS

Current Liabilities

Current installments of long-term debt 8,450,000        5,495,000          2,955,000      

Accounts payable 2,357,241        1,887,378          469,863         

Accrued expenses:

Payroll and employee benefits 1,122,351        1,304,744          (182,393)        

Property taxes 502,746           449,468             53,278            

Interest 5,111,920        744,140             4,367,780      

Other 492,741           259,838             232,904         

Entrance fee refunds 17,747,191      14,011,295       3,735,896      

Entrance fee deposits 1,424,947        1,538,637          (113,690)        

Total Current Liabilities 37,209,138      25,690,500       11,518,638    

Long-Term Debt, less current installments

and unamortized bond discount 104,421,960   107,205,352     (2,783,393)     

Due to Affiliates 1,910,197        2,235,229          (325,032)        

Entrance Fees

Deferred revenue from nonrefundable entrance fees (10,456,730)    (9,083,765)        (1,372,965)     

Refundable entrance fees 102,241,807   104,297,011     (2,055,203)     

Total Long Term Liabilities 198,117,235   204,653,827     (6,536,592)     

Total Liabilities 235,326,373   230,344,327     4,982,046      

Net assets (deficit)

Unrestricted (125,456,342)  (111,613,738)    (13,842,604)  

Total net assets (deficit) (125,456,342)  (111,613,738)    (13,842,604)  

Total Liabilities and Net Assets (Deficit) 109,870,031   118,730,589     (8,860,558)     
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Friendship Village

Obligated Group Statement of Operations 

FY 23 MTDFY 23 MTD$ VarianceFY 23 YTDFY 23 YTDLast Year$ Variance% Variance$ Variance% VarianceFY 23

ActualBudgetMTD fromActual ThruBudget ThruActual ThruYTD fromYTD fromYTD fromYTD fromAnnual

03/31/2303/31/23Budget03/31/2303/31/2303/31/22BudgetBudgetPrior YearPrior YearBudget

Revenue, gains and other support:

1Net independent service revenue1,120,078         1,447,413         (327,335)        16,730,384       17,079,092       16,479,234          (348,708)       -2.04%251,150         1.52%17,079,092      

2Net assisted living service revenue573,595           699,900           (126,305)        7,676,198         8,398,800         7,502,293            (722,602)       -8.60%173,905         2.32%8,398,800        

3Net health care service revenue1,710,424         1,511,770         198,654         19,620,751       17,792,370       17,735,801          1,828,381     10.28%1,884,949      10.63%17,792,370      

3.2Home Health53,856             69,500             (15,644)          719,266           834,000           806,373               (114,734)       -13.76%(87,107)          -10.80%834,000           

4Amortization of entrance fees597,309           400,000           197,309         4,719,473         4,800,000         4,979,127            (80,527)        -1.68%(259,654)        -5.21%4,800,000        

5Contributions-                  -                  -                -                  -                  -                      -               -                -                  

6Investment income(77,232)            100,000           (177,232)        (454,186)          1,200,000         1,130,493            (1,654,186)    -137.85%(1,584,679)     -140.18%1,200,000        

7Net assets released from restrictions used for operations-                  -                  -                -                  -                  -                      -               -                -                  

8Other revenue109,933           87,500             22,433           1,279,510         1,050,000         1,115,353            229,510        21.86%164,157         14.72%1,050,000        

Total revenue, gains and other support4,087,963         4,316,083         (228,120)        50,291,396       51,154,262       49,748,674          (862,866)       -1.69%542,722         1.09%51,154,262      

Total Revenue, excluding investment income  -->4,165,194             4,216,083             (50,889)              50,745,581           49,954,262           48,618,181                791,319           1.58%2,127,400          4.38%49,954,262          

Operating expenses

9Salaries and benefits1,704,063         1,606,444         (97,619)          20,258,407       19,154,162       22,910,915          (1,104,245)    -5.77%2,652,508      11.58%19,154,162      

10Supplies and other1,008,942         634,668           (374,274)        8,536,511         7,412,120         7,485,841            (1,124,391)    -15.17%(1,050,669)     -14.04%7,412,120        

11Dietary137,611           147,351           9,740             1,411,812         1,768,283         2,245,221            356,471        20.16%833,408         37.12%1,768,283        

12Professional fees1,687,708         1,104,426         (583,282)        14,262,852       13,291,618       7,709,337            (971,234)       -7.31%(6,553,514)     -85.01%13,291,618      

13Repairs and maintenance90,945             120,844           29,899           1,301,525         1,369,476         1,430,219            67,951         4.96%128,694         9.00%1,369,476        

14Utilities and telephone256,498           192,438           (64,060)          2,106,349         2,399,328         2,445,496            292,979        12.21%339,147         13.87%2,399,328        

15Insurance154,348           90,500             (63,848)          1,522,113         1,086,000         1,296,809            (436,113)       -40.16%(225,303)        -17.37%1,086,000        

16Real estate taxes258,241           55,833             (202,407)        808,241           670,000           696,118               (138,241)       -20.63%(112,123)        -16.11%670,000           

17Interest485,309           479,167           (6,142)            5,823,706         5,750,000         5,823,706            (73,706)        -1.28%0                   0.00%5,750,000        

18Depreciation and amortization439,521           680,000           240,479         7,827,358         8,160,000         8,202,969            332,642        4.08%375,611         4.58%8,160,000        

19Provision for bad debts46,177             38,900             (7,277)            306,042           460,100           224,982               154,058        33.48%(81,059)          -36.03%460,100           

Total operating expenses6,269,362         5,150,571         (1,118,791)     64,164,915       61,521,087       60,471,614          (2,643,828)    -4.30%(3,693,301)     -6.11%61,521,087      

Total operating expenses, excluding Interest & depreciation5,344,532             3,991,404             (1,353,128)         50,513,851           47,611,087           46,444,939                (2,902,764)       -6.10%(4,068,912)         -8.76%47,611,087          

Non-Salary expenses, excluding interest & depreciation -->3,640,469             2,384,960             (1,255,509)         30,255,444           28,456,925           23,534,024                (1,798,519)       -6.32%(6,721,419)         -28.56%28,456,925          

Operating income (loss)(2,181,399)        (834,488)          (1,346,911)     (13,873,519)      (10,366,825)      (10,722,941)         (3,506,694)    -33.83%(3,150,579)     -29.38%(10,366,825)     

Other changes in unrestricted net assets:

20Change in net unrealized gains and losses111,306           -                  111,306         22,859             -                  (1,155,420)           22,859         1,178,280      -                  

 Gain/(Loss) from Insurance Claims-                  -                  -                8,056               -                  362,633               8,056           (354,577)        (1)                  -                  

Increase (decrease) in unrestricted net assets(2,070,093)        (834,488)          (1,235,605)     (13,842,604)      (10,366,825)      (11,109,914)         (3,475,779)    -33.53%(2,732,691)     -24.60%(10,366,825)     

Note A: Investment Income includes realized gains of ($572,805)and Interest & dividend income of $118,619 

March 31, 2023

 .. 
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Obligated Group: Friendship Village

Statements of Cash Flows

Fiscal Year to Date Ended March 31, 2023 and 2022

Actual Actual

03/31/23 03/31/22

Cash Flows from Operating Activities

Net Profit/(loss) (13,842,604)    (11,109,914)  

Increase (decrease) in temporarily restricted net assets -                -              

Increase (decrease) in permanently restricted net assets

Change in net assets (defecit) (13,842,604)    (11,109,914)  

Adjustments to reconcile change in net assets to

net cash provided by (used in) operating activities:

Depreciation 7,647,899       8,019,194     

Amortization of bond discount 179,459         183,775       

Amortization of entrance fees (4,719,473)      (4,979,127)    

Provision for bad debts 306,042         224,982       

Change in unrealized (gains) and losses (22,859)          1,155,420     

(Gain)/Loss from Insurance Claims -                -              

Changes in assets and liabilities:

Resident accounts receivable & Other Receivables (609,472)        (1,767,835)    

Inventory of supplies, prepaid expenses (805,013)        487              

Accounts payable & Other Payables 30,873           (990,483)      

Accrued expenses 4,471,568       (384,133)      

   Net cash provided by (used in) operating activities (7,363,580)      (9,647,634)    

Cash Flows from Investing Activities

Net sales (purchases) of assets whose use is limited or restricted 546,366         4,639,558     

Net sales (purchases) of long-term investments 3,397,939       660,585       

Acquisition of land, buildings and equipment, net (3,547,225)      (2,599,101)    

   Net cash provided by (used in) investing activities 397,080         2,701,041     

Cash Flows from Financing Activities

Proceeds from refundable entrance fees 11,007,769     14,435,514   

Refunds paid on entrance fees (5,980,567)      (7,972,549)    

   Net cash provided by (used in) financing activities 5,019,350       6,462,965     

   Net (decrease) increase in cash and cash equivalents (1,947,150)      (483,627)      

Cash and cash equivalents at beginning of year 2,886,733       3,370,360     

Cash and cash equivalents at end of year (end of current period) 939,583         2,886,733      

Case 25-00130    Doc 1-8    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit 8
Page 26 of 32



 

 

23 

 

 

Appendix B 

 

Friendship Village of Schaumburg 

Obligated Group 

Census Indicators 

March 31, 2023 
Unaudited 
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Friendship Village of Schaumburg

Census Summary

Quarters Ending  March 31, 2023 and December 31, 2022

Quarter Census: 12/31/2022 3/31/2023

Prior Qtr Current Qtr Payer Occ Current Qtr Payer Occ Unit

Avg. Actual Avg. Actual Mix % Avg. Budget Mix % Capacity

Total Census 587.44            572.48            67.9% 608.50            72.2% 843             

Garden Homes 25.72             26.85             95.9% 27.00 96.4% 28              

Independent Living - BG 218.75 216.08 63.7% 228.48 67.4% 339             

Independent Living - BWP (Note A) 122.57 115.70 68.9% 123.03 73.2% 168             

341.32            331.78            65.4% 351.50            69.3% 507             

Independent Living Sub-Total 367.04            358.63            67.0% 378.50            70.7% 535             

Assisted Living

   Assisted Living Unit 63.02 62.31             73.3% 77.00             90.6% 85              

   Memory Support Unit (See Note B) 22.41 22.70             94.6% 23.00             95.8% 24              

85.43             85.01             78.0% 100.00            91.7% 109             

Health Care Center

   Medicare 41.91 46.08             35.8% 26.00             20.0%

   Medicaid 39.01 32.16 25.0% 33.80 26.0%

   Contract 46.62             45.27             35.1% 58.50             45.0%

   Private Pay 7.44 5.33 4.1% 11.70             9.0%

   Total 134.97            128.85            100.0% 64.7% 130.00            100.0% 65.3% 199             

Year-to-Date Census: 12/31/2022 3/31/2023

Prior Qtr Current Qtr Payer Occ YTD Budget Payer Occ Unit

YTD Actual YTD Actual Mix % Mar-23 Mix % Capacity

Total Census 586.74            583.17            69.2% 600.67            71.3% 843             

Garden Homes 25.15             25.57             91.3% 27.00             96.4% 28              

Independent Living - BG 219.95 218.98 64.6% 225.01            66.4% 339             

Independent Living - BWP (Note A) 121.19 119.82 71.3% 121.16            72.1% 168             

341.14            338.80            66.8% 346.17            68.3% 507             

Independent Living Sub-Total 366.29            364.37            68.1% 373.17            69.8% 535             

Assisted Living

   Assisted Living Unit   (See Note B) 68.44 66.91             78.7% 77.00             90.6% 85              

   Memory Support Unit (See Note B) 22.18 22.31             93.0% 23.00             95.8% 24              

90.62             89.21             81.8% 100.00            91.7% 109             

Health Care Center

   Medicare 38.03 40.04             30.9% 25.50             20.0%

   Medicaid 36.13 35.13 27.1% 33.15             26.0%

   Contract 47.93             47.26             36.5% 57.38             45.0%

   Private Pay 7.75 7.15               5.5% 11.48             9.0%

   Total 129.83            129.59            100.0% 65.1% 127.50            100.0% 64.1% 199             

Note A:  Bridgewater Place (BWP) opened mid-June 2007

Note B:  Memory support unit opened May 2005  
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Consolidated Financials 
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Consolidated Friendship Senior Options

Statements of Financial Position
ASSETS

3/31/2023 3/31/2022 Change

Current Assets

Cash and cash equivalents 2,154,158        5,153,382          (2,999,224)      

Assets whose use is limited or restricted - required

for current liabilities 2,207,924        5,833,616          (3,625,692)      

Receivables less allowance for doubtful accounts 2,025,213        2,435,460          (410,247)         

Entrance fees receivable -                    873                     (873)                 

Other receivables -                    (29,119)              29,119             

Inventories 116,713           145,075             (28,362)            

Prepaid expenses 2,157,388        830,020             1,327,367       

Total Current Assets 8,661,395        14,369,305       (5,707,911)      

Assets whose use is limited or restricted, net of amounts

required for current liabilities:

Held by trustee under bond indenture agreement 424,739           12,013,893       (11,589,154)    

Total noncurrent assets whose use is limited or restricted 424,739           12,013,893       (11,589,154)    

Land, buildings and equipment, net of accumulated depreciation 92,024,611      163,287,512     (71,262,901)    

Investment in insurance captive 163,727           163,727             -                    

Investment in Affiliate -                    -                      -                    

Long-term investments 5,106,366        8,489,714          (3,383,348)      

Notes Receivable from Affiliate 3,247,327        3,247,327          -                    

Total assets 109,217,917   201,571,478     (92,353,561)    

LIABILITIES AND NET ASSETS

Current Liabilities

Current installments of long-term debt 8,450,000        10,920,000       (2,470,000)      

Line of Credit Payable -                    -                      -                    

Accounts payable 2,883,110        2,817,930          65,180             

Accrued expenses: -                    

Payroll and employee benefits 1,663,979        2,475,803          (811,824)         

Property taxes 502,746           942,437             (439,691)         

Interest 5,111,920        2,839,946          2,271,973       

Other 1,143,930        515,599             628,331           

Entrance fee refunds 17,747,191      19,482,612       (1,735,421)      

Entrance fee deposits 1,424,947        2,131,922          (706,975)         

Total Current Liabilities 38,927,823      42,126,250       (3,198,427)      

Long-Term Debt, less current installments

and unamortized bond discount 104,421,960   172,131,237     (67,709,277)    

Due to Affiliates 1,882,151        2,235,229          (353,078)         

Notes Payable to Affiliate -                    -                      -                    

Entrance Fees -                    

Deferred revenue from nonrefundable entrance fees (10,456,730)    (10,833,048)      376,318           

Refundable entrance fees 102,241,807   155,281,638     (53,039,831)    

Total Long Term Liabilities 198,089,188   318,815,056     (120,725,868) 

Total Liabilities 237,017,012   360,941,306     (123,924,294) 

Net assets (deficit)

Unrestricted (127,877,910)  (159,410,967)    31,533,057     

Temporarily restricted 78,816              41,139               37,676             

Permanently restricted -                    -                      -                    

-                    

Total net assets (deficit) (127,799,094)  (159,369,828)    31,570,734     

Total Liabilities and Net Assets (Deficit) 109,217,917   201,571,478     (92,353,561)    
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28 

Consolidated Friendship Senior Options

Statements of Cash Flows

Fiscal Year to Date Ended March 31, 2023 and 2022

Actual Actual

03/31/23 03/31/22

Cash Flows from Operating Activities

Net Profit/(loss) (9,131,233)      (14,713,470)  

Increase (decrease) in temporarily restricted net assets -                -              

Increase (decrease) in permanently restricted net assets

Change in net assets (deficit) (9,131,233)      (14,713,470)  

Adjustments to reconcile change in net assets to

net cash provided by (used in) operating activities:

Depreciation 9,753,502       10,492,896   

Amortization of bond discount (42,065)          364,205       

Amortization of entrance fees (6,812,354)      (7,475,822)    

Provision for bad debts 324,940         281,204       

(Gain)/Loss from Insurance Claims -                -              

Changes in assets and liabilities:

Resident accounts receivable & Other Receivables (101,636)        429,201       

Inventory of supplies, prepaid expenses (1,654,798)      (152,096)      

Accounts payable & Other Payables 309,855         (2,420,049)    

Accrued expenses 6,773,356       (1,538,752)    

   Net cash provided by (used in) operating activities (601,267)        (13,124,380)  

Cash Flows from Investing Activities

Net sales (purchases) of assets whose use is limited or restricted 2,524,199       5,290,904     

Net sales (purchases) of long-term investments 3,404,183       259,503       

Disaffiliation of GreenFields (4,137,031)      

Acquisition of land, buildings and equipment, net (4,021,626)      (3,356,786)    

   Net cash provided by (used in) investing activities (2,230,275)      2,193,620     

Cash Flows from Financing Activities

Proceeds /  repayments - Line of credit

Repayment of long-term debt (10,910,000)    (745,000)      

Addition of Deferred Costs 817,342         -              

Proceeds from refundable entrance fees 19,883,667     21,917,733   

Refunds paid on entrance fees (9,958,690)      (11,033,055)  

   Net cash provided by (used in) financing activities (167,681)        10,139,678   

   Net (decrease) increase in cash and cash equivalents (2,999,223)      (791,082)      

Cash and cash equivalents at beginning of year 5,153,382       5,944,464     

Cash and cash equivalents at end of year (end of current period) 2,154,159       5,153,382      
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1            IN THE UNITED STATES BANKRUPTCY COURT

2            FOR THE NORTHERN DISTRICT OF ILLINOIS

3                      EASTERN DIVISION

4

5      In re:                         ) Chapter 11

                                    )

6      EVANGELICAL RETIREMENT HOMES   ) Case No. 23-07541

     OF GREATER CHICAGO,            )

7      INCORPORATED d/b/a FRIENDSHIP  )

     VILLAGE OF SCHAUMBURG,         )

8                                     )

                      Debtor.       )

9

10

11          The Video-Recorded Deposition of MICHAEL WYSE,

12      taken pursuant to notice, and pursuant to all

13      applicable rules of the Federal Code of Civil

14      Procedure, conducted via videoconference, and

15      commencing at the hour of approximately 12:59 p.m.

16      Eastern Time, on the 10th day of April, 2024.

17

18

19

20

21

22

23      Reported By Beth Radtke, RPR, CRR

24      License No. 084-004561

Page 1

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400
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1      into the balance and how the balances came about.

2          Q.   So sometime after June 16, 2023, when your

3      team had a discussion with Mr. Nyberg and Mr. Flynn

4      about this $8.5 million intercompany balance on FVS's

5      books, as of that time, they indicated that they

6      wanted to look at this further and perform some sort

7      of reconciliation of the amounts?

8          A.   I think they were -- they probably just said

9      they were going to dig into it further, look at it

10      closer.

11          Q.   And did they keep you apprised of what they

12      were doing in that regard?

13          A.   No.

14          Q.   Did you ever see any reconciliations or

15      documents of that nature making any adjusting journal

16      entries or proposing adjustments to alter this

17      $8.5 million receivable that was showing up on FVS's

18      books as of April 30, 2023?

19               MR. DOPKE:  Objection, form.

20      BY THE WITNESS:

21          A.   I think I recall seeing some document that

22      had a bunch of different adjustments.  I don't know

23      how the adjustments came about.  Again, we weren't

24      part of that.
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1      BY MR. SCHOEN:

2          Q.   Well, so who -- who made those adjustments

3      and calculations, to your knowledge?

4          A.   I believe it was Mike Flynn and Jeff Nyberg.

5          Q.   And both Mr. Flynn and Mr. Nyberg were

6      officers and employees of FSO, as well as being

7      officers of FVS; is that correct?

8               MR. DOPKE:  Objection, form.

9      BY THE WITNESS:

10          A.   Yeah, I don't believe they both were.  I

11      know Mike Flynn...

12      BY MR. SCHOEN:

13          Q.   Well, Mike Flynn was the CEO of FVS and the

14      CEO of FSO, correct?

15          A.   Correct.

16          Q.   And Mr. Nyberg was the controller of FSO,

17      wasn't he?

18          A.   I don't know if he was the controller of FSO

19      or FVS.  I don't recall.

20          Q.   Okay.  Are you aware of Mr. Flynn or

21      Mr. Nyberg having anybody independent come in and

22      look at the reconciliations that they did adjusting

23      the intercompany balances?

24          A.   I'm confident they've had conversations.  I
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1                       CERTIFICATE OF

2                CERTIFIED SHORTHAND REPORTER

3          I, Beth Radtke, a Certified Shorthand

4      Reporter of the State of Illinois, CSR License No.

5      084-004561, do hereby certify:

6          That previous to the commencement of the

7      examination of the aforesaid witness, the witness

8      was duly sworn by me to testify the whole truth

9      concerning the matters herein;

10          That the foregoing deposition transcript was

11      stenographically reported by me and was thereafter

12      reduced to typewriting under my personal direction

13      and constitutes a true and accurate record of the

14      testimony given and the proceedings had at the

15      aforesaid deposition;

16          That I am not a relative or employee or attorney

17      or counsel for any of the parties herein, nor am I

18      interested directly or indirectly in the outcome of

19      this action.

20          IN WITNESS WHEREOF, I do hereunto set my hand at

21      Chicago, Illinois, this 11th day of April, 2024.

22

23                   <%2112,Signature%>

                           Beth Radtke, RPR, CRR

24                            License No. 084-004561
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Breakdown of FVS Intercompany due from FSO at 4/30/23

Description FY JE Total

Intercompany from GreenFields of Geneva

FVS Home Care Revenue billed and collected by GF's FY13-FY23 (Nov) 1,169,416 12,754 45,990 47,721 84,257 122,129 111,488 128,362 182,714 232,092 201,909

GF's EF Refund miscoded and paid by FVS (John T Lincoln Trust) FY21 332,100 332,100

1,501,516

Intercompany w/ FSO

Shortfall on Management Fees, Benefit Allocaiton expensed by FVS

FSO Operating Loss incurred FY17 826,394 826,394

Estimated Management Fee markup FY17 360,000 ^ 360,000

Reverse/Forgive FVS FY 18 Management Fee FY18 0399 1,150,000 ** 1,150,000

Adjust FY 18 FVS Management Fee to Budget FY18 0399 833,335 ** 833,335

FSO Operating Loss incurred (before MF adj's) FY18 460,463 460,463

Estimated Management Fee markup FY18 360,000 ^ 360,000

Benefit Allocation (audit adjustment) FY21 309,117 *** 309,117

4,299,309

Asset transfers to FSO

110 Pleasant Dr Schaumburg IL FY18 0388 449,251 449,251

FSO Benefits Account Funding - 1/28/22 FY22 172,400 172,400

621,651

Other

Reclass of Settlement to FSO - Mary Winterstein (pymt funded by FVS) FY22 290,000 290,000

Travelers Ck.， dtd. 8/27/2021 FY22 362,633 362,633

FSO Paydown of Line of Credit FY21 1,000,000 1,000,000

Misc 455,256 35,666 208,097 (33,797) (31,623) (253,280) 664,822 (552,549) (622,218) (307,853) 1,316,626 57,888 (26,523)

2,107,890

FVS Intercompany due from FSO at 4/30/23 8,530,366 48,420 302,507 316,430 369,065 1,424,308 5,453,667 5,029,480 4,589,977 6,155,433 8,499,001 8,556,889 8,530,366

- - - - - - - - - - - -

Mgmt Fees (Actual) 3,818,628 3,986,436 4,821,228 4,263,524 6,702,432 6,917,232 6,669,036 6,395,460

Mgmt Fees (Budget) 3,818,628 3,986,436 4,821,228 5,413,524 6,702,432 6,917,232 6,669,036

Mgmt Fees (Actual Revised) 3,818,628 3,986,436 4,821,228 6,246,859 6,702,432 6,917,232 6,669,036 -

 ** Entries provided by Mike Flynn Incr % 4.4% 20.9% 29.6% 7.3% 3.2% -3.6%

*** - worker's comp accrual by FSO of $484,804.69 excluded from benefit allocation (FVS allocation for FY21 was 63.8%)

 ^ - estimation of operating income for FSO (based on FY19/FY20)

Dr Cr

Proposed Adjustments:

Reverse "Reverse/Forgive FVS FY 18 Management Fee" FY18 1,150,000 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

Record FVS Mgmt Fees Resulting from GF's Reduced Mgmt Fees FY18 833,335 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

Reclass "110 Pleasant Dr Schaumburg IL" FY18 449,251 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Adj FSO Benefit Alloc FY21 309,117 Benefit Transfer from Corporate  10-01-94-5510-00 Benefit Transfer to Subsidiaries    95-01-94-5510-00 

Reclass PPP Loan FY21 3,974,957 Gain on PPP/Stimulus Loan Forgiveness 10-01-01-9907-00 Reserve Expenses 95-00-00-2250-00

6,716,660

Potential Adjustments:

FSO Operating Loss FY17 826,394 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

FSO Operating Loss FY18 460,463 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

1,286,857

Revised Intercompany Balance (excluding Potential Adjustments)

FSO Benefits Checking Account FY22 172,400

Intercompany from Geneva 1,501,516

Other 139,790

1,813,706

-

Considerations for Repayment of Intercompany

236 Pleasant Dr Schaumburg IL 220,000 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Huntley Property 1,587,500 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Note Receivable from Symbria 2,958,345 Note Receivable from Symbria tbd Note Receivable from Symbria 95-00-00-1277-00

4,765,845 FSO_00068427 - Sheet 1 
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Period Year Journal Reference Batch # Date Journal Description Account Code Account Description Amount Journal Line Comment Invoice/Check Invoice/Check Date Purchase Order Initial User ID Last User ID Last Date

1 2018 0995A 4/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 6/8/2017

2 2018 0995A P 5/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 6/22/2017

3 2018 0995A P 6/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 7/28/2017

4 2018 0995A P 7/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 8/8/2017

5 2018 0995A P 8/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 10/10/2017

6 2018 0995A P 9/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 11/9/2017

7 2018 0995A P 10/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 12/12/2017

8 2018 0995A P 11/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 1/11/2018

9 2018 0995A P 12/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 2/1/2018

10 2018 0995A P 1/31/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 2/16/2018

11 2018 0995A P 2/28/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 3/14/2018

12 2018 395 3/31/2018 Misc entries #2 1.00104E+11 Management Fee - FSO (252,067.97) Management Fee True-up FY18 00/00/0000 JNYBERG JNYBERG 5/30/2018

12 2018 399 3/31/2018 Client Adjustments FY2018 1.00104E+11 Management Fee - FSO (581,267.00) Adjust FY 18 FVS Management Fee to Budge 00/00/0000 LLAMPE LLAMPE 7/9/2018

12 2018 399 3/31/2018 Client Adjustments FY2018 1.00104E+11 Management Fee - FSO (1,150,000.00) Reverse/Forgive FVS FY 18 Management Fee 00/00/0000 LLAMPE LLAMPE 7/19/2018

12 2018 0995A P 3/31/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 4/30/2018

4,263,524.03

Original Budget (451,127 x 12) 5,413,524.00

FSO_0068427 - Sheet 2
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Description FY JE Total

Intercompany from GreenFields of Geneva

FVS Home Care Revenue billed and collected by GF's FY13-FY23 (Nov) 1,169,416 12,754 45,990 47,721 84,257 122,129 111,488 128,362 182,714 232,092 201,909

GF's EF Refund miscoded and paid by FVS (John T Lincoln Trust) FY21 332,100 332,100

1,501,516

Intercompany w/ FSO

Shortfall on Management Fees, Benefit Allocaiton expensed by FVS

FSO Operating Loss incurred FY17 826,394 826,394

Estimated Management Fee markup FY17 360,000 ^ 360,000

Reverse/Forgive FVS FY 18 Management Fee FY18 0399 1,150,000 ** 1,150,000

Adjust FY 18 FVS Management Fee to Budget FY18 0399 833,335 ** 833,335

FSO Operating Loss incurred (before MF adj's) FY18 460,463 460,463

Estimated Management Fee markup FY18 360,000 ^ 360,000

Benefit Allocation (audit adjustment) FY21 309,117 *** 309,117

4,299,309

Asset transfers to FSO

110 Pleasant Dr Schaumburg IL FY18 0388 449,251 449,251

FSO Benefits Account Funding - 1/28/22 FY22 172,400 172,400

621,651

Other

Reclass of Settlement to FSO - Mary Winterstein (pymt funded by FVS) FY22 290,000 290,000

Travelers Ck.， dtd. 8/27/2021 FY22 362,633 362,633

FSO Paydown of Line of Credit FY21 1,000,000 1,000,000

Misc 455,256 35,666 208,097 (33,797) (31,623) (253,280) 664,822 (552,549) (622,218) (307,853) 1,316,626 57,888 (26,523)

2,107,890

FVS Intercompany due from FSO at 4/30/23 8,530,366 48,420 302,507 316,430 369,065 1,424,308 5,453,667 5,029,480 4,589,977 6,155,433 8,499,001 8,556,889 8,530,366

- - - - - - - - - - - -

Mgmt Fees (Actual) 3,818,628 3,986,436 4,821,228 4,263,524 6,702,432 6,917,232 6,669,036 6,395,460

Mgmt Fees (Budget) 3,818,628 3,986,436 4,821,228 5,413,524 6,702,432 6,917,232 6,669,036

Mgmt Fees (Actual Revised) 3,818,628 3,986,436 4,821,228 6,246,859 6,702,432 6,917,232 6,669,036 -

 ** Entries provided by Mike Flynn Incr % 4.4% 20.9% 29.6% 7.3% 3.2% -3.6%

*** - worker's comp accrual by FSO of $484,804.69 excluded from benefit allocation (FVS allocation for FY21 was 63.8%)

 ^ - estimation of operating income for FSO (based on FY19/FY20)

Proposed Adjustments:

Reverse "Reverse/Forgive FVS FY 18 Management Fee" FY18 1,150,000 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

Record FVS Mgmt Fees Resulting from GF's Reduced Mgmt Fees FY18 833,335 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

Reclass "110 Pleasant Dr Schaumburg IL" FY18 449,251 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Adj FSO Benefit Alloc FY21 309,117 Benefit Transfer from Corporate  10-01-94-5510-00 Benefit Transfer to Subsidiaries    95-01-94-5510-00 

Reclass PPP Loan FY21 3,974,957 Gain on PPP/Stimulus Loan Forgiveness 10-01-01-9907-00 Reserve Expenses 95-00-00-2250-00

6,716,660

Potential Adjustments:

FSO Operating Loss FY17 826,394 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

FSO Operating Loss FY18 460,463 FVS Mgmt Fee Exp 10-01-03-8901-00 FSO Mgmt Fee Rev 95-01-03-4715-00

1,286,857

Revised Intercompany Balance (excluding Potential Adjustments)

FSO Benefits Checking Account FY22 172,400

Intercompany from Geneva 1,501,516

Other 139,790

1,813,706

-

Considerations for Repayment of Intercompany

236 Pleasant Dr Schaumburg IL 220,000 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Huntley Property 1,587,500 Land 10-00-00-1610-00 Land 95-00-00-1610-00

Note Receivable from Symbria 2,958,345 Note Receivable from Symbria tbd Note Receivable from Symbria 95-00-00-1277-00

4,765,845

Breakdown of FVS Intercompany due from FSO at 4/30/23

Dr Cr

FSO_00068429 - Sheet 1 
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Year Journal Reference Batch # Date Journal Description Account Code Account Description Amount Journal Line Comment Invoice/Check Invoice/Check Date Purchase Order Initial User ID Last User ID Last Date

2018 0995A 4/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 6/8/2017

2018 0995A P 5/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 6/22/2017

2018 0995A P 6/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 7/28/2017

2018 0995A P 7/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 8/8/2017

2018 0995A P 8/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 10/10/2017

2018 0995A P 9/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 11/9/2017

2018 0995A P 10/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 451,127.00 00/00/0000 LLAMPE LLAMPE 12/12/2017

2018 0995A P 11/30/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 1/11/2018

2018 0995A P 12/31/2017 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 2/1/2018

2018 0995A P 1/31/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 2/16/2018

2018 0995A P 2/28/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 3/14/2018

2018 395 3/31/2018 Misc entries #2 1.00104E+11 Management Fee - FSO (252,067.97) Management Fee True-up FY18 00/00/0000 JNYBERG JNYBERG 5/30/2018

2018 399 3/31/2018 Client Adjustments FY2018 1.00104E+11 Management Fee - FSO (581,267.00) Adjust FY 18 FVS Management Fee to Budge 00/00/0000 LLAMPE LLAMPE 7/9/2018

2018 399 3/31/2018 Client Adjustments FY2018 1.00104E+11 Management Fee - FSO (1,150,000.00) Reverse/Forgive FVS FY 18 Management Fee 00/00/0000 LLAMPE LLAMPE 7/19/2018

2018 0995A P 3/31/2018 Monthly Recurring Entries-Management Fee 1.00104E+11 Management Fee - FSO 617,794.00 00/00/0000 LLAMPE LLAMPE 4/30/2018

4,263,524.03

Original Budget (451,127 x 12) 5,413,524.00

FSO_00068429 - Sheet 2
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From: Dopkelaw LLC[bd@DopkeLaw.com] 

Sent: Thur 6/22/2023 7: 19: 18 PM Coordinated Universal Time 

To: 'Mike Flynn'[Mike.Flynn@myFSO.org] 

Subject: FW: Information for US Trustee 

Attachment: 2020 Client Copy Exempt Organization EV ANGELJCAL RETIREMENT HOMESOF 027-040711 VI .pelf 

Attachment: 20 19 Client Copy Exempt Organization EV ANGELJCAL RETIREMENT HOMESOF 027-0407 11-00 V l .pdf 

Attachment: March 2023 Financials.xlsx 

Mr. Walker informs me that FSO is working with the accountants to deal, perhaps completely, with the intercompany. So I' ll forward the tax returns to Mr. 
Knox. 

He will have to wait until we get clarity on the intercompany issues. 

Bruce Dopke, Member 
Dopkelaw LLC 
1535 W. Schaumburg Road 
Schaumburg, IL 60194 
Tel: 847-524-4811 
bd@dopkelaw.com 
From: Mike Flynn <Mike.Flynn@myFSO.org> 
Sent: Wednesday, June 21, 2023 3:03 PM 
To: Dopkelaw LLC <bd@DopkeLaw.com>; Michael Wyse - Wyse Advisors LLC (mwyse@wyseadvisorsllc.com) <mwyse@wyseadvisorsllc.com>; Cole Celenza 
<CCe lenza@wysea dviso rsl le.com> 
Subject: Information for US Trustee 

Attached are the tax returns and Internally prepared 3/31/23 Financial Statements that the US Trustee requested . 

The spreadsheet reflects the $8M+ intercompany balance. ls it okay to send this to the trustee or should we wait until it is reconciled and make an adjustment 
before sending? We might have an answer tomorrow. We are getting close. 

Bruce, I do not have the US Trustee e-mail so can you please send once we answer the above. 

Thank you 

Mike Flynn 
Chief Executive Officer 
Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5007 I Cell: (847) 436-5726 
www.FriendshifileniorOptJons.org 

PRIV 0000583 
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Description                           FY18 (Nov-Mar) FY19 FY20 FY21 FY22 FY23 FY24 (Apr) Total
Changes in Net Assets per Audit Report 2,300,647.00 9,684,203.00
Variance (701,340.19) 2.00

Restated F18 on FY19 Report
Change in Net Assets (Deficit)
Net Assets (Deficit) - Beg of Year

Total Operating Expenses per Audit Report 63,666,873            64,115,343.00      
(701,342.22)          4.77                        

Total Operating Expenses per Ledger 25,630,686.59 64,368,215.22 64,115,338.23 61,159,109.52 60,246,631.95 63,858,873.22 5,407,009.52 344,785,864.25
Management Fee (1,105,635.03) (6,702,432.00) (6,917,232.00) (6,669,036.00) (6,395,460.00) (6,270,000.00) (490,000.00) (34,549,795.03)
Depreciation/Amortization (3,162,654.86) (8,326,055.14) (8,021,560.81) (8,392,893.89) (8,202,968.57) (7,827,357.85) (598,045.97) (44,531,537.09)
Interest (2,617,353.62) (6,131,994.03) (6,037,108.47) (5,935,132.65) (5,823,706.25) (5,823,706.20) (485,308.85) (32,854,310.07)
Bad Debt (115,263.52) 0.00 0.00 0.00 0.00 0.00 0.00 (115,263.52)

FVS Annual Operating Expenses 18,629,779.56 43,207,734.05 43,139,436.95 40,162,046.98 39,824,497.13 43,937,809.17 3,833,654.70 232,734,958.54
FSO Management Fee % 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63%

FSO Management Fee Calculated 2,911,834.55 6,753,368.83 6,742,694.00 6,277,327.94 6,224,568.90 6,867,479.57 599,200.23 36,376,474.02
FSO Management Fee Charged 1,105,635.03 6,702,432.00 6,917,232.00 6,669,036.00 6,395,460.00 6,270,000.00 490,000.00 34,549,795.03

FSO Management Fee Over (Under) Charged to FVS (1,806,199.52) (50,936.83) 174,538.00 391,708.06 170,891.10 (597,479.57) (109,200.23) (1,826,678.99)

Case 25-00130    Doc 1-16    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit
16    Page 3 of 4



Friendship Village of Schaumburg
Intercompany Analysis
4/30/2023

Adjusted
Balance Activity Add'l Balance
at FY13 FY14 - FY24 (Apr) I/C Reclass Adj Reclass at FY24 (Apr)

Due from (to) FSO:
110 Pleasant Dr Schaumburg IL 449,251.05              (449,251.05)          -                        
FVS Credit Card Fees 152,059.74              (152,059.74)             A -                        
Management Fees 1,731,267.00           (1,826,678.99)          B 95,411.99             -                        
FVS/GF 1,362,318.76           (1,362,318.76)       -                        
FVS/FSOF (19,182.83)               19,182.83                -                        
FSO Benefits Account 272,400.00              27,600.00                300,000.00           
FSO Operating Activity 4,386,579.75           (6,203,286.61)          B 1,884,230.60        67,523.74             
Operating Activity 48,419.84                147,252.94              (27,600.00)               (168,072.78)          -                        

48,419.84                8,481,946.41           19,182.83                (8,182,025.34)          -                        367,523.74           

Due from GF 94,700.59                (51,157.63)               43,542.96             
Due from FVNS 303,667.36              2,852.64                  306,520.00           
Due from (to) FSOF 248,126.64              (248,126.64)             (19,182.83)               (19,182.83)            

694,914.43              8,185,514.78           -                           (8,182,025.34)          -                        698,403.87           
-                           -                        

Note A
FVS credit card fee errantly charged to FSO.

Note B
Adjustments for Management Fees and Administrative Fees.  Based upon revised "Exclusive 
Administrative Services and Personnel Lease Agreement" dated 11/13/17. 
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1        IN THE UNITED STATES BANKRUPTCY COURT

       FOR THE NORTHERN DISTRICT OF ILLINOIS

2                   EASTERN DIVISION

3

4 -------------------------------

                               )

5 In re:                         )  Chapter 11

                               )

6 EVANGELICAL RETIREMENT         )  Case No. 23-07541

HOMES OF GREATER CHICAGO,      )

7 INCORPORATED d/b/a FRIENDSHIP  )

VILLAGE OF SCHAUMBURG,         )

8                                )

FEIN:  36-2815382              )

9                                )

                    Debtor.    )

10

11                Record of proceedings before the Honorable

12 Judge TIMOTHY A. BARNES, Judge of the United States

13 Bankruptcy Court, Northern District of Illinois,

14 commencing at 9:00 a.m. on the 17th day of June, A.D.

15 2024 upon the trial of the above-entitled case.

16

17

18

19

20

21

22

23

24
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1 was something that you FSO did before those negotiations

2 even happened, right?

3      A    That is correct, yes.

4      Q    And it wasn't just some random amount, it

5 wasn't well, we have these ERTC credits and we're a

6 charitable foundation so we'll use them however we want

7 to support our affiliates.  What you were doing right up

8 until the month before the bankruptcy in this case was

9 always telling people that yes, you applied for the ERTC

10 credits because you were the common pay master but that

11 you were allocating the credits to the affiliates in

12 proportion to the payroll expenses that they had funded

13 just like the IRS guidance says you're supposed to do and

14 just like you said in your financial statements that you

15 were going to do, correct?

16      A    That's correct.

17      Q    Thank you.  Why don't we take a look at some of

18 your contemporaneous communications about who you thought

19 the ERTC credits belonged to.

20           Let's look at Exhibit Z, please.  It's in the

21 first binder.

22           (Exhibit Z tendered to the witness)

23      Q    Do you have Exhibit Z in front of you?

24      A    Yes.
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1      STATE OF ILLINOIS )

                       )  SS:

2      COUNTY OF C O O K )

3

4                CAROL CONNOLLY, being first duly sworn, deposes

5      and says that she is a Certified Shorthand Reporter in

6      Cook County, Illinois, and reporting proceedings in the

7      Courts in said County;

8                That she reported in shorthand and thereafter

9      transcribed the foregoing proceedings;

10                That the within and foregoing transcript is

11      true, accurate and complete and contains all the evidence

12      which was received and the proceedings had upon the

13      within cause.

14

15

                         <%20551,Signature%>

16                          CAROL CONNOLLY, CSR, CRR

                         CSR No. 084-003113

17                          One North Franklin Street

                         Suite 3000

18                          Chicago, Illinois 60606

                         Phone: (312) 386-2000

19

20      Subscribed and sworn to before me this

21

22      25th day of June, A.D., 2024.

23

24      _______________________________
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1        IN THE UNITED STATES BANKRUPTCY COURT

       FOR THE NORTHERN DISTRICT OF ILLINOIS

2                   EASTERN DIVISION

3

4 -------------------------------

                               )

5 In re:                         )  Chapter 11

                               )

6 EVANGELICAL RETIREMENT         )  Case No. 23-07541

HOMES OF GREATER CHICAGO,      )

7 INCORPORATED d/b/a FRIENDSHIP  )

VILLAGE OF SCHAUMBURG,         )

8                                )

FEIN:  36-2815382              )

9                                )

                    Debtor.    )

10

11                      VOLUME II

12

13                Record of proceedings before the Honorable

14 Judge TIMOTHY A. BARNES, Judge of the United States

15 Bankruptcy Court, Northern District of Illinois,

16 commencing at 9:00 a.m. on the 18th day of June, A.D.

17 2024 upon the trial of the above-entitled case.

18

19

20

21

22

23

24
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1 me that what Mr. Nyberg was doing in all of these

2 proposed adjustments was simply wiping out -- doing what

3 was necessary to wipe out the intercompany liability as

4 much as possible?

5      MR. WALKER:  Objection, your Honor.  That's improper

6 impeachment.  He's reading his deposition testimony back

7 to him as opposed to asking him the question and trying

8 to impeach him with his prior deposition testimony.

9 Hearsay.

10      THE COURT:  Overruled.

11      THE WITNESS:  Can you reask it?  Can you repeat?

12      MR. SCHOEN:  Q  Do you recall testifying at your

13 deposition that what you understood Mr. Nyberg to be

14 doing in these proposed adjustments was identifying what

15 would be necessary to clear out the intercompany

16 balances?

17      A    Yes, yes.

18      Q    That's what you understood he was doing?

19      A    Correct.

20      Q    And you didn't tell him, that's not the way we

21 should be going about this, did you?

22      A    I did not, no.

23      Q    And is that your -- your view as a -- somebody

24 with an accounting background, is that that's consistent
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1      STATE OF ILLINOIS )

                       ) SS:

2      COUNTY OF C O O K )

3

4                CAROL CONNOLLY, being first duly sworn, deposes

5      and says that she is a Certified Shorthand Reporter in

6      Cook County, Illinois, and reporting proceedings in the

7      Courts in said County;

8                That she reported in shorthand and thereafter

9      transcribed the foregoing proceedings;

10                That the within and foregoing transcript is

11      true, accurate and complete and contains all the evidence

12      which was received and the proceedings had upon the

13      within cause.

14

15

                         <%20551,Signature%>

16                          CAROL CONNOLLY, CSR, CRR

17                          CSR No. 084-003113

18                          One North Franklin Street

19                          Suite 3000

20                          Chicago, Illinois 60606

21                          Phone: (312) 386-2000

22

23

24      Subscribed and sworn to before me this
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From: Mike Flynn[Mike.Flynn@myFSO.org] 

Sent : Mon 7/3/2023 12: 17:0 l PM Coordinated Universal Time 

To: Dopkelaw LLC(bd@OopkeLaw.com] 

Cc: Michael Franciosa[mfranciosa@wyseadvisorsllc.com] 

Subject: RE:FVS 

Good Morning Bruce, 

Jeff was able to complete the trial balance. He did reconcile the intercompany balance but I noticed the adjustment to correct the balance is not reflected in 
this trial balance. He manually rol led the trial balance forward to June 8 so we will be good to go there. When the adjusting entry is made for intercompany, 
we will send the trial balance to you. 

The land in Huntley is owned by FSO. There was a board resolution passed to t ransfer the property. Megan went to the Kane County website and was able to 
find that a Quit Claim deed was filed where FSO paid $10 for the land and the property was transferred to FSO. 

Mike Flynn 
Chief Executive Officer 
Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5007 I Cell: (847) 436-5726 
www .FriendshipSeniorOptions.org 

From: Dopkelaw LLC <bd@Dopkelaw.com> 
Sent: Monday, July 3, 2023 5:42 AM 
To: Mike Wyse <mwyse@wyseadvisorsllc.com> 
Cc: Mike Flynn <Mike. Flynn@myFSO.org>; Jeremy Johnson <jeremy.johnson@polsinel li.com> 
Subject: FVS 

Mike, I wanted to be sure that you are aware of the following late additions to the schedules that your team will need to follow up on. 

1. After going back and forth with it, the latest thinking from FSO (Eric Walker) is that there is a parcel of unimproved land in McHenry County that is 
owned by a CT&T Land Trust. I am informed that FVS is the sole beneficiary of the land trust. The land is valued at approximately $550,000.00, and that 
number is based on a pending purchase offer. The land is unencumbered. I believe Polsinelli is handling the sa le. That's all I have on that. I have seen 
none of the documentation . 

2. I am informed that FSO and FVS have agreed on the intercompany account, presumably as of Jun e 9, 2023. It goes without saying that this claim 
should be noted in Schedule F. 

Bruce 

Bruce Dopke, Member 
Dopkelaw LLC 
1535 W. Schaumburg Road 
Schaumburg, IL 60194 
Tel : 847-524-4811 
bd @dopkelaw.com 

PRIV 0000567 
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JOURNAL ENTRY # 0496 Misc Entries

Account # Description Debit Credit

95-01-92-5050-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             
10-01-70-5050-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             
10-00-00-1290-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             
95-00-00-2294-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             
99-00-00-2294-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             
99-00-00-1290-00 R/c 50% of Mona Patel Salary to o/p 3,000.00             

20-01-02-8901-00 Mgmt Fee due - Apr 42,500.00           
20-00-00-2290-00 Mgmt Fee due - Apr 42,500.00           
95-00-00-1291-00 Mgmt Fee due - Apr 42,500.00           
95-01-03-4715-00 Mgmt Fee due - Apr 42,500.00           
99-01-03-4715-00 Mgmt Fee due - Apr 42,500.00           
99-01-03-8901-00 Mgmt Fee due - Apr 42,500.00           

10-00-00-3090-00 PY Adj - Mgmt Fee, Admin Exp 7,998,573.45      
10-00-00-1290-00 PY Adj - Mgmt Fee, Admin Exp 7,998,573.45      
95-00-00-2294-00 PY Adj - Mgmt Fee, Admin Exp 7,998,573.45      
95-00-00-3090-00 PY Adj - Mgmt Fee, Admin Exp 7,998,573.45      

Preparer:  JN 9,000.00             9,000.00             

FRIENDSHIP SENIOR OPTIONS, NFP
JOURNAL ENTRY INPUT FORM
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Management Fees FY18 (Nov-Mar) FY19 FY20 FY21 FY22 FY23 FY24 (Apr) Total

Total Operating Expenses per Ledger 25,630,686.59 64,368,215.22 64,115,338.23 61,159,109.52 60,246,631.95 63,858,873.22 5,407,009.52 344,785,864.25
Management Fee (1,105,635.03) (6,702,432.00) (6,917,232.00) (6,669,036.00) (6,395,460.00) (6,270,000.00) (490,000.00) (34,549,795.03)
Depreciation/Amortization (3,162,654.86) (8,326,055.14) (8,021,560.81) (8,392,893.89) (8,202,968.57) (7,827,357.85) (598,045.97) (44,531,537.09)
Interest (2,617,353.62) (6,131,994.03) (6,037,108.47) (5,935,132.65) (5,823,706.25) (5,823,706.20) (485,308.85) (32,854,310.07)
Bad Debt (115,263.52) 0.00 0.00 0.00 0.00 0.00 0.00 (115,263.52)

FVS Annual Operating Expenses 18,629,779.56 43,207,734.05 43,139,436.95 40,162,046.98 39,824,497.13 43,937,809.17 3,833,654.70 232,734,958.54
FSO Management Fee % 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63%

FSO Management Fee Calculated 2,911,834.55 6,753,368.83 6,742,694.00 6,277,327.94 6,224,568.90 6,867,479.57 599,200.23 36,376,474.02
FSO Management Fee Charged 1,105,635.03 6,702,432.00 6,917,232.00 6,669,036.00 6,395,460.00 6,270,000.00 490,000.00 34,549,795.03

FSO Management Fee Over (Under) Charged to FVS (1,806,199.52) (50,936.83) 174,538.00 391,708.06 170,891.10 (597,479.57) (109,200.23) (1,826,678.99)

Administrative Expenses
Administrative Salaries * 357,109                  827,651            803,806            1,054,417         927,868            796,145            57,999            4,824,995           
FICA (7.65%) 27,319                    63,315              61,491              80,663              70,982              60,905              4,437              369,112              
Beneifts (% of Salaries) 21.0% 19.0% 23.4% 25.6% 17.4% 18.2% 20.4% 20.4%
Benefits 75,100                    157,386            188,409            269,614            161,834            145,020            11,816            1,009,179           

Administrative Expenses 459,529                  1,048,353         1,053,706         1,404,694         1,160,684         1,002,070         74,252            6,203,287           

* FSO positions identiefed on "FSO Administrative Position" worksheet

FY14-FY23
Prior Year Adjustment: FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 Total

FVS Credit Card Fees (616) (5,786) (12,498) (17,988) (21,629) (18,195) (20,294) (26,401) (27,487) (1,168) (152,060)             
Management Fees (1,806,200)             (50,937)             174,538            391,708            170,891            (597,480)           (1,717,479)          
Administrative Expenses (459,529)                (1,048,353)       (1,053,706)       (1,404,694)       (1,160,684)       (1,002,070)       (6,129,035)          

FSO Intercompany (616) (5,786) (12,498) (17,988) (2,287,357) (1,117,484) (899,462) (1,039,386) (1,017,279) (1,600,717) (7,998,573)
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Friendship Village of Schaumburg
FVS Intercompany with FSO
As of 7/31/23

FY18 (Nov-Mar) FY19 FY20 FY21 FY22 FY23 FY24 (July YTD) Total

Management Fees
Total Operating Expenses 25,630,687                 64,769,275                 64,697,093                 61,658,461                 60,471,614                 64,164,915                 21,785,662                 363,177,707              

Management Fee (1,105,635)                  (6,702,432)                  (6,917,232)                  (6,669,036)                  (6,395,460)                  (6,270,000)                  (2,366,208)                  (36,426,003)               
Depreciation/Amortization (3,162,655)                  (8,326,055)                  (8,021,561)                  (8,392,894)                  (8,202,969)                  (7,827,358)                  (2,392,184)                  (46,325,675)               
Interest (2,617,354)                  (6,131,994)                  (6,037,108)                  (5,935,133)                  (5,823,706)                  (5,823,706)                  (1,941,235)                  (34,310,236)               
Bad Debt (115,264)                       (401,059)                       (581,755)                       (499,351)                       (224,982)                       (306,042)                       (136,134)                       (2,264,587)                  

FVS Annual Operating Expenses 18,629,780                 43,207,735                 43,139,437                 40,162,047                 39,824,497                 43,937,809                 14,949,901                 243,851,206              
FSO Management Fee % 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63% 15.63%

FSO Management Fee Calculated 2,911,835                6,753,369                6,742,694                6,277,328                6,224,569                6,867,480                2,336,670                38,113,943             

Administrative Expenses
Administrative Wages 274,190                         569,595                         581,150                         758,229                         672,091                         575,238                         222,078                         3,652,571                    
FICA (7.65%) 20,976                            43,574                            44,458                            58,005                            51,415                            44,006                            16,989                            279,422                         
Benefits (% of Wages) 21.0% 19.0% 23.4% 25.6% 17.4% 18.2% 18.2% n/a
Benefits 57,662                            108,314                         136,219                         193,879                         117,223                         104,781                         40,452                            758,530                         

Administrative Expenses Calculate 352,828                   721,483                   761,827                   1,010,112                840,729                   724,025                   279,519                   4,690,523                42,804,467          

FSO Management Fee and Administrative Expenses
  Under Charged to FVS 2,159,027                772,420                   587,289                   618,404                   669,838                   1,321,504                249,981                   6,378,464                

FVS Intercompany Activity
FSO Management Fees and Administrative Expenses * 6,378,464                    
FVS Credit Card Fees Expensed by FSO ** 152,060                         
FVS Legal Fees Expensed by FSO ^ 1,459,220                    
April 2023 Adjustment (7,998,573)                  

FVS Intercompany Adjustment Required (8,830)                             
* Contractual amount to be expensed per "Exclusive Administrative Services and Personnel Lease 

  Agreement" dated 11/13/17. 

** Credit card fees on FVS deposits FVS Intercompany Balance
FVS Intercompany Balance due FSO at 7/31/23 (per Ledger) 664,780                         

^ Duane Morris represented FVS in multiple lawsuits from FY16 thru FY20.  Legal fees were expensed FVS Intercompany Adjustment Required (8,830)                             
  by FSO.  A $6M settlement arising from the lawsuits was credited to FVS in March 2019.

FVS Intercompany Balance due FSO at 7/31/23 (Modified) 655,950                         

Mgmt Fee Paid Mgmt Fee S/B Difference
36,426,003                 42,804,467                 6,378,464                    
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1               UNITED STATES BANKRUPTCY COURT

              NORTHERN DISTRICT OF ILLINOIS

2                      EASTERN DIVISION

3

   IN RE:                          )

4                                    )

   EVANGELICAL RETIREMENT HOMES    )

5    OF GREATER CHICAGO,             )

   INCORPORATED, D/B/A             ) No. 23-07541

6    FRIENDSHIP VILLAGE OF           )

   SCHAUMBURG,                     )

7                                    )

               Debtor.             )

8

9               REMOTE DEPOSITION via ZOOM of

10                       JEFFREY NYBERG

11                       April 5, 2024

12                        9:00 a.m. CT

13

14

15

16

17

18

19

20

21   STENOGRAPHICALLY REPORTED BY:

  JO ANN LOSOYA, CSR, RPR, CRR

22   LICENSE #:  084-002437

23

24

25
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1   entities.  Can you please restate the question?

2        Q.    Yeah.  You're right.  I did transpose it.

3   Thank you for catching that.

4                  Did FSO charge FVS anything for

5   administrative services on a monthly basis during

6   the period from the time this agreement was executed

7   in November of 2017 up until June of 2023 when you

8   say you first saw a copy of the agreement?

9              MR. WALKER:  Objection, lack of

10   foundation.

11                  You can answer if you can.

12   BY THE WITNESS:

13        A.    As stated previously, I was not computing

14   the management administrative services expense so I

15   cannot state what the expense included.

16        Q.    Well, you were looking at it as part of

17   this reconciliation that you did, right?  You were

18   looking back at what was done previously, weren't

19   you?

20              MR. WALKER:  Object to the form of the

21   question.

22   BY THE WITNESS:

23        A.    You are asking me in the context of

24   historically what was charged.

25        Q.    Yep.
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1        A.    In my analysis, what was charged versus

2   what should have been charged, I calculated the

3   differential.

4        Q.    Well, you looked at -- we'll look at that

5   analysis in a minute, but you looked at -- you had a

6   line for what was charged for management fees, but

7   did you look to see what was charged to FVS for

8   administrative services?  Because the management fee

9   is 3.1, the administrative services is 3.2.2, right?

10        A.    That is correct.  But I was only -- we

11   were only provided one amount to charge per month.

12   I do not know the breakdown of management fee versus

13   administrative services.

14        Q.    So your testimony is that nothing was

15   charged to FVS for administrative services during

16   the period 2017 up through June of 2023?

17              MR. WALKER:  Objection, misstates

18   testimony.

19              THE WITNESS:  Should I answer?

20              MR. WALKER:  You can answer.

21   BY THE WITNESS:

22        A.    That is not my testimony.

23        Q.    Well, do you know one way or the other

24   whether any charges were made but called something

25   other than management fees for administrative
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1                  REPORTER CERTIFICATE

2

3              I, JO ANN LOSOYA, a Certified Shorthand

4   Reporter within and for the State of Illinois, do

5   hereby certify:

6                     That previous to the commencement

7   of the examination of the witness, the witness was

8   duly sworn to testify the whole truth concerning the

9   matters herein; That the foregoing deposition

10   transcript was reported stenographically by me, and

11   the foregoing constitutes a true record of the

12   testimony given and the proceedings had; That the

13   said deposition was taken before me at the time and

14   place specified; That I am not a relative or

15   employee or attorney or counsel, nor a relative or

16   employee of such attorney or counsel for any of the

17   parties hereto, nor interested directly or

18   indirectly in the outcome of this action.

19              IN WITNESS WHEREOF, I do hereunto set my

20   hand this day, April 8, 2024.

21

22                  <%2166,Signature%>

                 JO ANN LOSOYA, CSR, RPR, CRR

23                  C.S.R. 84-002437

24

25
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Friendship Senior Options
CARES Act Employee Retention Credit by Location
Pay Periods 3/21/2020 - 9/18/2021
Impact Periods 3/13/2020 - 9/30/2021

Cumulative Totals (3/13/2020 - 9/30/2021)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 2,765,523.31$          258,472.98$           264,167.50$           -$                         2,234.82$               1,523,181.54$             869,100.86$              118,645.04$                                     592,342.41$       81,322.06$        673,664.47$            
Friendship Village of Sc 20-1278553 17,053,234.09$       1,520,573.11$        2,386,166.19$        -$                         55,527.87$             3,751,006.21$             9,722,010.86$           1,423,685.96$                                  6,686,640.31$    975,646.42$      7,662,286.71$         
FSO Foundation 20-1278553 154,632.32$             18,520.86$             37,392.59$             -$                         76.16$                     83,622.46$                  52,419.76$                15,796.71$                                       35,336.42$         10,771.81$        46,108.23$              
Greenfields of Geneva 20-1278553 7,179,738.43$          459,804.60$           907,289.27$           -$                         31,005.72$             1,572,560.17$             3,493,158.20$           453,845.29$                                     2,405,799.67$    310,870.82$      2,716,670.48$         
Totals: 27,153,128.15$       2,257,371.55$        3,595,015.55$        -$                         88,844.57$             6,930,370.38$             14,136,689.67$        2,011,972.99$                                 9,720,118.80$   1,378,611.11$   11,098,729.89$       

Quarter 1 2020 (3/13/2020 - 3/31/2020)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 41,432.37$               5,517.02$               4,924.02$               -$                         2,234.82$               -$                             3,546.89$                  476.53$                                            1,773.45$           238.27$              2,011.71$                 
Friendship Village of Sc 20-1278553 261,582.59$             62,918.14$             43,329.22$             -$                         26,613.75$             -$                             40,450.07$                7,463.63$                                         20,225.04$         3,731.82$           23,956.85$              
FSO Foundation 20-1278553 1,522.32$                 155.64$                  563.99$                  -$                         76.16$                     -$                             100.06$                     37.06$                                              50.03$                18.53$                68.56$                      
Greenfields of Geneva 20-1278553 145,059.13$             21,212.17$             20,792.00$             -$                         10,793.80$             -$                             16,720.21$                2,712.25$                                         8,360.11$           1,356.13$           9,716.24$                 
Quarter Totals: 449,596.41$             89,802.97$             69,609.23$             -$                         39,718.54$             -$                             60,817.24$                10,689.47$                                       30,408.63$         5,344.74$          35,753.36$              

Quarter 2 2020 (4/1/2020 - 6/30/2020)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 76,685.38$               11,192.31$             7,009.52$               -$                         -$                         -$                             3,339.24$                  224.96$                                            1,669.62$           112.48$              1,782.10$                 
Friendship Village of Sc 20-1278553 861,567.22$             156,524.20$           130,352.23$           -$                         104.10$                  -$                             62,005.59$                11,605.53$                                       31,002.80$         5,802.77$           36,805.57$              
FSO Foundation 20-1278553 1,541.77$                 233.46$                  607.50$                  -$                         -$                         -$                             5.66$                         2.23$                                                2.83$                  1.11$                  3.94$                        
Greenfields of Geneva 20-1278553 866,824.39$             46,133.71$             107,322.53$           -$                         6,869.31$               -$                             23,246.20$                3,679.60$                                         11,623.11$         1,839.80$           13,462.91$              
Quarter Totals: 1,806,618.76$         214,083.68$           245,291.78$           -$                         6,973.41$               -$                             88,596.69$                15,512.32$                                       44,298.36$         7,756.17$          52,054.53$              

Quarter 3 2020 (7/1/2020 - 9/30/2020)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 176,783.91$             33,003.76$             20,085.36$             -$                         -$                         -$                             29,201.75$                3,884.39$                                         14,600.87$         1,942.20$           16,543.07$              
Friendship Village of Sc 20-1278553 1,621,115.49$          224,352.80$           249,749.05$           -$                         12,869.10$             -$                             199,379.74$              39,211.40$                                       99,689.88$         19,605.71$        119,295.59$            
FSO Foundation 20-1278553 15,187.79$               2,768.90$               4,179.80$               -$                         -$                         -$                             2,768.90$                  644.12$                                            1,384.45$           322.06$              1,706.51$                 
Greenfields of Geneva 20-1278553 576,390.65$             78,289.83$             93,285.10$             -$                         4,787.59$               -$                             66,990.83$                13,466.80$                                       33,495.42$         6,733.41$           40,228.82$              
Quarter Totals: 2,389,477.84$         338,415.29$           367,299.31$           -$                         17,656.69$             -$                             298,341.22$              57,206.71$                                       149,170.63$       28,603.37$        177,773.99$            

Quarter 4 2020 (10/1/2020 - 12/31/2020)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 256,328.03$             44,053.10$             24,303.10$             -$                         -$                         -$                             44,053.10$                4,061.45$                                         22,026.55$         2,030.73$           24,057.28$              
Friendship Village of Sc 20-1278553 1,816,122.42$          286,790.44$           257,416.17$           -$                         15,940.92$             31.58$                         292,001.22$              46,388.38$                                       146,000.62$       23,194.20$        169,194.82$            
FSO Foundation 20-1278553 20,959.58$               3,912.44$               3,839.70$               -$                         -$                         -$                             3,912.44$                  746.00$                                            1,956.22$           373.00$              2,329.22$                 
Greenfields of Geneva 20-1278553 881,833.72$             92,967.78$             107,116.46$           -$                         8,555.01$               -$                             90,098.20$                14,245.83$                                       45,049.11$         7,122.92$           52,172.03$              
Quarter Totals: 2,975,243.75$         427,723.76$           392,675.43$           -$                         24,495.92$             31.58$                         430,064.97$              65,441.66$                                       215,032.50$       32,720.84$        247,753.34$            

Quarter 1 2021 (1/1/2021 - 3/31/2021)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 692,935.78$             36,983.04$             67,337.42$             -$                         -$                         438,123.53$                285,424.93$              36,724.74$                                       199,797.45$       25,707.32$        225,504.77$            
Friendship Village of Sc 20-1278553 4,016,585.22$          243,735.02$           554,686.32$           -$                         -$                         1,084,045.07$             3,045,823.72$           441,402.75$                                     2,132,076.60$    308,981.93$      2,441,058.53$         
FSO Foundation 20-1278553 36,213.01$               2,369.78$               8,894.40$               -$                         -$                         25,107.41$                  15,212.70$                4,787.30$                                         10,648.89$         3,351.11$           14,000.00$              
Greenfields of Geneva 20-1278553 1,490,881.38$          64,848.78$             195,856.66$           -$                         -$                         454,043.00$                1,084,337.75$           148,357.29$                                     759,036.43$       103,850.10$      862,886.53$            
Quarter Totals: 6,236,615.39$         347,936.62$           826,774.80$           -$                         -$                         2,001,319.01$             4,430,799.10$           631,272.08$                                     3,101,559.37$   441,890.46$      3,543,449.83$         

Quarter 2 2021 (4/1/2021 - 6/30/2021)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 631,031.45$             65,858.88$             66,710.12$             -$                         -$                         402,597.80$                258,544.62$              36,599.15$                                       180,981.23$       25,619.41$        206,600.64$            
Friendship Village of Sc 20-1278553 3,853,775.86$          272,893.25$           542,826.23$           -$                         -$                         1,036,361.78$             2,920,538.71$           439,701.60$                                     2,044,377.10$    307,791.12$      2,352,168.22$         
FSO Foundation 20-1278553 36,140.07$               4,341.03$               8,909.40$               -$                         -$                         25,049.47$                  15,211.50$                4,788.50$                                         10,648.05$         3,351.95$           14,000.00$              
Greenfields of Geneva 20-1278553 1,462,654.49$          79,345.53$             189,288.37$           -$                         -$                         451,799.12$                1,057,482.04$           142,661.70$                                     740,237.43$       99,863.19$        840,100.62$            
Quarter Totals: 5,983,601.87$         422,438.69$           807,734.12$           -$                         -$                         1,915,808.17$             4,251,776.87$           623,750.95$                                     2,976,243.81$   436,625.67$      3,412,869.47$         

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES
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Quarter 3 2021 (7/1/2021 - 9/30/2021)

Location Number Location Name EIN Total Wages
 Non-Service 

Wages 
 Employer Paid 
Insurance Costs 

 > 30 Day Lookback 
Limitation  Prorated Wages 

 Excess Wages > 
$10,000  Limit Wages  Employer Paid Insurance Costs WAGES INSURANCE TOTAL

Friendship Senior Optio 20-1278553 890,326.39$             61,864.87$             73,797.96$             -$                         -$                         682,460.21$                244,990.33$              36,673.81$                                       171,493.23$       25,671.67$        197,164.90$            
Friendship Village of Sc 20-1278553 4,622,485.29$          273,359.26$           607,806.97$           -$                         -$                         1,630,567.78$             3,161,811.80$           437,912.68$                                     2,213,268.26$    306,538.88$      2,519,807.14$         
FSO Foundation 20-1278553 43,067.78$               4,739.61$               10,397.80$             -$                         -$                         33,465.58$                  15,208.50$                4,791.50$                                         10,645.95$         3,354.05$           14,000.00$              
Greenfields of Geneva 20-1278553 1,756,094.67$          77,006.80$             193,628.15$           -$                         -$                         666,718.05$                1,154,282.96$           128,721.81$                                     807,998.07$       90,105.27$        898,103.34$            
Quarter Totals: 7,311,974.13$         416,970.54$           885,630.88$           -$                         -$                         3,013,211.62$             4,576,293.59$           608,099.80$                                     3,203,405.51$   425,669.86$      3,629,075.37$         

#EndGroup Quarters

Provided Wages Ineligible Wages Qualified Wages & Healthcare Costs CREDIT VALUES
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From: Mike Flynn[Mike.Flynn@myFSO.org] 

Sent: Tue 6/14/2022 I :16:17 PM Coordinated Universal Time 

To: 'Fields, David'[david .fi elds@rbccm.com] 

Subject: RE: Friendship Village Documents 

Attachment: Friendship Senior Options CARES ERTC - by EIN (03.22.2022).xlsx 

Attachment: Friendship Senior Options CARES ERTC - by Employee (03.22.2022)Protected.xlsx 

Attachment: Friendship Senior Options CA RES ERTC - by Location(03.22.2022).x lsx 

Hi Dave, 

I tried to send you an e-mail with all attachments, but it came back undeliverable since it was too large. Attached are the spreadsheets. I will send you returns 
in separate e-mails. 

Attached are all the files and summary spreadsheets showing the calculations. Synergi was involved in writing the legislation for the tax credit, so they are 
aware of all the requirements. They will defend us with the IRS ifthere are any issues with the returns. Therefore, they have a high degree of confidence. 

Keep in mind that all staff are employees of FSO so that is how the tax returns are filed. The spreadsheets show which entity the employees work for to 
allocate the credit appropriately between each entity. FVS gets the lions share since it has the greatest payroll. 

I will keep you informed if we hear anything regarding the filing . It cannot come quick enough. 

From: Fields, David <david.fields@rbccm.com> 
Sent: Monday, June 13, 2022 8:42 PM 
To: Mike Flynn <Mike.Flynn@myFSO.org>; O'Dell, Naomi <naomi .o'dell@rbc.com> 
Subject: RE : Friendship Village Documents 

Thanks Mike, 
We will review. Are you confident about the ERC credit and what you will receive. Can you share with us the filing for the ERC. Also, they wanted payment 
upfront, how are they so confident you will get the $7.6 mil -that's a big number, great benefit for FVS if it happens 
Thanks 
Dave 

David B. Fields I Managing Director I RBC Capital Markets, LLC 
(Phone) 610.729.3658 I (Mobile) 518.312.2336 

From: Mike Flynn fmailto:Mike.Flynn@myFSO.org l 
Sent: Monday,June 13, 2022 4:29 PM 
To: Fields, David <david.fields@rbccm.com>; O'Dell , Naomi <naomi .o'dell@rbc.com> 
Subject: Friendship Village Documents 

Exte rnal 

Attached are two documents 

The Word Document is a summary of operating savings that have been implemented. Let me know if you need additional details. 

The spreadsheet reflects the cash budget through September. There is one expense change beginning in July which increases the rate of spend . We filed for 
the Employee Retention Tax Credit at the end of April. FVS is expecting to receive approximately $7.6M. The estimated timeframe of receipt is between 4-8 
months, so receipt is not expected until at least September. The firm that completed returns requires payment {15% of credit) when returns are filed . We 
were able to negotiate deferment of payment beginning in July and paid over three months. 

I need to work with our marketing group to forecast occupancy targets for the next quarter. 

Mike Flynn 
Chief Executive Officer 
Friendship Senior Options 

Mike.Flynn@myFSO.org I Phone: (847) 884-5007 I Cell: (847) 436-5726 
www.FriendshipSeniorOptions.org 

_________________ This E-Mail (including any attachments) may contain privileged or confidential information. It is intended only 
for the addressee(s) indicated above. The sender does not waive any of its rights, privileges or other protections respecting this information . Any 
distribution, copying or other use of this E-Mail or the information it contains, by other than an intended recipient, is not sanctioned and is prohibited . If you 
received this E-Mail in error, please delete it and advise the sender {by return E-Mail or otherwise) immediately. This E-Mail (including any attachments) has 
been scanned for viruses. It is believed to be free of any virus or other defect that might affect any computer system into which it is received and opened. 
However, it is the responsibility of the recipient to ensure that it is virus free. The sender accepts no responsibility for any loss or damage arising in any way 
from its use. E-Mail received by or sent from RBC Capital Markets is subject to review by Supervisory personnel. Such communications are retained and may 
be produced to regulatory authorities or others with legal rights to the information. IRS CIRCULAR 230 NOTICE: TO COMPLY WITH U.S. TREASURY REGULATIONS, 
WE ADVISE YOU THAT ANY U.S. FEDERAL TAX ADVICE INCLUDED IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED, 

Confidential FSO 00056661 
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TO AVOID ANY U.S. FEDERAL TAX PENALTIES OR TO PROMOTE, MARKET, OR RECOMMEND TO ANOTHER PARTY ANY TRANSACTION OR MATTER. Please see link 

for RBCCM disclosures. hll]:>s://www.rbccm .com/rbccm/policies-disclaimers.page 

Confidential FSO 00056662 
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FORECAST: Dec 2022 To Jun 2023
ACTUAL

Month Ends 11/30/22 12/31/22 1/31/23 2/28/23 3/31/23 4/30/23 5/31/23 6/30/23
Cash On Hand (beginning of month) 2.90         1.73         1.26         4.09         2.84         1.25         0.79         0.75         

Monthly Service Fee & Misc Revenue 3.63         3.73         3.72         3.71         3.71         3.83         3.84         3.85         
Payroll & Benefits (2.21)        (1.65)        (1.65)        (1.60)        (2.40)        (1.70)        (1.70)        (1.70)        
FSO Management Fee (0.57)        (0.57)        (0.52)        (0.53)        (0.53)        (0.56)        (0.56)        (0.56)        
Operating Expenses (1.54)        (2.50)        (2.00)        (2.35)        (2.25)        (2.10)        (2.10)        (2.75)        
Bankruptcy FA Expenses
Legal/Accounting/Consulting (0.00)        (0.03)        (0.03)        (0.03)        (0.03)        (0.03)        (0.03)        (0.03)        
Core Operating Cash Flow (0.69)       (1.02)       (0.48)       (0.80)       (1.50)       (0.56)       (0.55)       (1.19)       
Capital Purchases (0.25)        (0.45)        (0.45)        (0.45)        (0.45)        (0.50)        (0.50)        (0.50)        
Entrance Fees 0.04         2.00         0.75         0.50         0.75         1.00         1.50         2.00         
Entrance Fee Refunds (0.26)        (1.00)        (0.50)        (0.50)        (0.40)        (0.40)        (0.50)        (0.50)        
Payment of Debt -           (3.50)        
Monthly Cash Flow Before Transfers (1.17)       (0.47)       (4.18)       (1.25)       (1.60)       (0.46)       (0.05)       (0.19)       

Transfers from Investments
Tax Credit (ERTC) 7.00        
Cash Position (End of Month) 1.73         1.26         4.09         2.84         1.25         0.79         0.75         0.56         

Investments 2.57        2.57        2.57        2.57        2.57        2.57        2.57        2.57        
LOC investments to cover WC Claims 2.18        2.18        2.18        2.18        2.18        2.18        2.18        2.18        
Total Cash and Investments 6.47        6.00        8.83        7.58        5.99        5.53        5.49        5.30        

Cash & Investments Excluding LOC 4.29         3.83         6.65         5.41         3.81         3.36         3.31         3.13         

DCOH excluding LOC 29.60       26.39       45.87       37.29       26.29       23.15       22.84       21.56       
DCOH including LOC 44.62       41.41       60.89       52.31       41.31       38.17       37.86       36.58       

Monthly Cash Flow
Friendship Village of Schaumburg

UPDATED FORECAST
DECEMBER UPDATE
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Friendship Senior Options

CARES Act Employee Retention Credit by Location

Pay Periods 3/21/2020 - 9/18/2021 Current Amount

Impact Periods 3/13/2020 - 9/30/2021 Due to

Amount Due Synergi Affiliates Check Date Amount Interest ERC

Cumulative Totals (3/13/2020 - 9/30/2021) 8/16/2022 70,286.04        1,273.18       69,012.86        

8/16/2022 180,433.07      2,659.10       177,773.97      

Location Number TOTAL Tax Interest Total 12/20/2022 19,254.69        459.69          18,795.00        

Friendship Senior Options 673,664.47$        245,841.61         9,307.46         255,149.06          427,822.86             6% (101,049.67)       154,099.39           5/16/2023 3,684,637.05   141,187.22  3,543,449.83   

Friendship Village of Sch 7,662,286.71$     2,621,116.54     100,246.45     2,721,362.99      5,041,170.17          69% (1,149,343.00)    1,572,019.98        

FSO Foundation 46,108.23$          15,779.01           584.78             16,363.79            30,329.22               0% (6,916.23)            9,447.56                3,954,610.85   145,579.19  3,809,031.66   

Greenfields of Geneva 2,716,670.48$     926,294.50         35,440.51       961,735.01          1,790,375.98          24% (407,500.57)       554,234.43           - - - 

Totals: 11,098,729.89$   3,809,031.66     145,579.19     3,954,610.85      7,289,698.23          100% (1,664,809.48)    2,289,801.37        

- 

Quarter 1 2020 (3/13/2020 - 3/31/2020)

Location Number TOTAL

Friendship Senior Options 2,011.71$             2,011.68             39.70               2,051.38              6%

Friendship Village of Sch 23,956.85$          23,956.85           472.78             24,429.64            67%

FSO Foundation 68.56$  68.56 1.35 69.91 0%

Greenfields of Geneva 9,716.24$             9,716.24             191.75             9,907.99              27%

Quarter Totals: 35,753.37$          35,753.34           705.59             36,458.92            100%

Quarter 2 2020 (4/1/2020 - 6/30/2020)

Location Number TOTAL

Friendship Senior Options 1,782.10$             1,782.10             35.17               1,817.27              3%

Friendship Village of Sch 36,805.57$          36,805.57           726.35             37,531.92            71%

FSO Foundation 3.94$  3.94 0.08 4.02 0%

Greenfields of Geneva 13,462.91$          13,462.91           265.69             13,728.60            26%

Quarter Totals: 52,054.52$          52,054.52           1,027.28         53,081.81            100%

Quarter 3 2020 (7/1/2020 - 9/30/2020)

Location Number TOTAL

Friendship Senior Options 16,543.07$          16,543.05           247.45             16,790.50            9%

Friendship Village of Sch 119,295.59$        119,295.59         1,784.39         121,079.98          67%

FSO Foundation 1,706.51$             1,706.51             25.53               1,732.04              1%

Greenfields of Geneva 40,228.82$          40,228.82           601.73             40,830.55            23%

Quarter Totals: 177,773.99$        177,773.97         2,659.10         180,433.07          100%

Quarter 4 2020 (10/1/2020 - 12/31/2020)

Location Number TOTAL

Friendship Senior Options 24,057.28$          - 

Friendship Village of Sch 169,194.82$        - 

FSO Foundation 2,329.22$             - 

Greenfields of Geneva 52,172.03$          - 

Quarter Totals: 247,753.34$        - - - 

Quarter 1 2021 (1/1/2021 - 3/31/2021)

Location Number TOTAL

Friendship Senior Options 225,504.77$        225,504.77         8,985.14         234,489.91          

Friendship Village of Sch 2,441,058.53$     2,441,058.53     97,262.92       2,538,321.45      

FSO Foundation 14,000.00$          14,000.00           557.82             14,557.82            

Greenfields of Geneva 862,886.53$        862,886.53         34,381.34       897,267.87          

Quarter Totals: 3,543,449.83$     3,543,449.83     141,187.22     3,684,637.05      

Quarter 2 2021 (4/1/2021 - 6/30/2021)

Location Number TOTAL

Friendship Senior Options 206,600.64$        - 

Friendship Village of Sch 2,352,168.22$     - 

FSO Foundation 14,000.00$          - 

Greenfields of Geneva 840,100.62$        - 

Quarter Totals: 3,412,869.47$     - - - 

Quarter 3 2021 (7/1/2021 - 9/30/2021)

Location Number TOTAL

Friendship Senior Options 197,164.90$        - 

Friendship Village of Sch 2,519,807.14$     - 

FSO Foundation 14,000.00$          - 

Greenfields of Geneva 898,103.34$        - 

Quarter Totals: 3,629,075.37$     - - - 

Payments Received

Received
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From: Jeremy Johnson[jeremy.johnson@polsinelli.com] 

Sent: Tue 5/2/2023 7:57:03 PM Coordinated Universal Time 

To: Bobby Guy(BGuy@Polsinelli.com] 

Cc: Trinitee Green(tggreen@polsinelli.com] ; Jeremy Johnson[jeremy.johnson@polsinelli.com] 

Sent on behalf of: Jeremy Johnson <jeremy.johnson@polsinelli.com> 

Subject: FVS - ERC Eligibility and Ownership 

I. ERC Eligibility 

Trinitee had someone research the issue, didn't find any express prohibition in IRS materials stating that insolvency/bankruptcy makes you in eligible 
and found one case where the debtor and lender were fighting about who owned it. Also a panel with some Frost lawyers {check with Lutz maybe?) 
saying debtors could use ERC money to fund chapter 11 cases. So it seems we're in the clear that FVS likely won ' t be considered ineligible for the 
program {but hard to be 100%). Also, even if FVS were, FSO isn't going to file, so I think we're fine there . 

II. ERC Ownership 

On the one case mentioned above, it was just one debtor, so it was the simple issue of whether the ERC money constituted a general intangible 
under the loan docs. They briefed it (we have them), but settled it. My gut is that it's a general intangible that's likely part of Bleck's collateral 
package if it went directly to FVS. 

Separate from the research, there are some analogs in the bank holding company space that we didn't dig into. I know from my past days on bank 
holding bankruptcy cases, there's always a fight when a tax return comes in because it comes into the holding company. Does it belong to the 
subsidiary bank (which the FDIC has usually taken over, sold the deposits and is liquidating) or the holding company? Those are different, usually 
hinges on a tax allocation agreement between the entities that we don't have here, but circuits are split on who gets it. 

UMB may try and make some constructive trust argument or something. 

We'll find out what Dan has to say tomorrow. 

Jeremy Johnson 
Shareholder 

he/him 

jeremy.johnson@polsinelli .com 

T 646.289.6507 M 732.423.1148 

Polsinetti PC, Polsinelli LLP in California 

polsinelli .com 

Visit The 
Devil's 
Dfcllonary 

ebsite for 
an accurate 

nd 
humorous 
description 

f 
sophisticated 
bankruptcy 
jargon . 

PRIV 0000120 
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From: 

Sent: 

To: 

Cc: 

Subject: 

Bruce, 

Trinitee Green[tggreen@polsinelli.com] 

Mon 7/24/2023 1:38:15 AM (UTC) 

Dopkelaw LLC[bd@dopkelaw.com] 

Jeremy JohnsonUeremy .johnson@polsinell i. com] 

Re: a few concerns/questions about the DiP loan 

I looked at our research relating to ERTC monies and discovered I was recalling research one of our associates 
did to consider whether acceptance of ERTC monies by a debtor or its non debtor affiliate could cause the 
debtor to be ineligible for bankruptcy protection. So I misremembered. 

Jeremy and I connected and he reminded me that while we didn 't find affirmative authority to say the funds are 
Not subject to UMB liens, we uncovered no authority that would supp01t the position that they are. 

So from my perspective this is good to if you want to move the ball forward with Clar on these issues. 

Thanks, 

Trinitee 

Sent from my iPhone 

On Jul 23 , 2023, at 12:29 PM, Dopkelaw LLC <bd@dopkelaw.com> wrote: 

bd@dopkelaw.com 

Here's one that I was thinking of responding to. I'll give you the answers and then you let me know 
whether I should respond. 

Bruce Dopke, Member 
Dopkelaw LLC 
1535 W. Schaumburg Road 

Schaumburg, IL 60194 
Tel : 847-524-4811 
bd@dopkelaw.com 

....... , ........... . 

From: Scott Clar <sclar@cranesimon.com> 
Sent: Friday, July 21, 2023 6:56 PM 
To: Dopkelaw LLC <bd@DopkeLaw.com> 
Subject: a few concerns/questions about the DiP loan 

1. Is FSO being granted administrative priority?; 

FVS 0000105 
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11 U.S.C. §364(b) 

2. Is the source the ERC $, and isn't there an argument that these funds belong to the debtor?; 

In the first place, we haven't seen any case authority to establish that the ERTC refunds 
should have gone to the Debtor instead of FSO, which unlike the Debtor, applied for the 
credit, was given the credit, was paid a refund for the credit. We know that the Bondholders 
are pushing to establish that the Bond Trust has a lien on the credits . You would think, after 
all the time we've been working with them, that they would have shown us some authori ty to 
consider. Frankly, we have a lot to do and finances are very tight, as your FA wi ll eventually 
tell you. 

3. The budget falls short for professional fees for the Committee in my opinion. My last look at 
our fees approximately a day ago revealed approximately $30,000 in services provided by my 
firm. 

I'm sorry you feel that way. But you have $75,000 a month. I think I remember you telling 
me that $75,000 was a lot of money. And this is for a carve out. It should be good enough. 

CONFIDENTIALITY NOTICE: 

THIS EMAIL IS INTENDED ONLY FOR THE USE OF THE INDIVIDUAL 
TO WHOM IT IS ADDRESSED AND MAY CONTAIN INFORMATION THAT 
IS PRIVILEGED OR CONFIDENTIAL AND EXEMPT FROM DISCLOSURE 
UNDER APPLICABLE LAW. IF THE READER OF THIS EMAIL IS NOT 
THE INTENDED RECIPIENT OR THE EMPLOYEE OR AGENT 
RESPONSIBLE FOR DELIVERING THE MESSAGE TO THE INTENDED 
RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION, 
DISTRIBUTION OR COPYING OF THIS COMMUNICATION IS STRICTLY 
PROHIBITED. 

IF YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR, PLEASE 
NOTIFY THE SENDER IMMEDIATELY VIA EMAIL OR BY TELEPHONE 
AND DELETE THE EMAIL IMMEDIATELY. THANK YOU. 

FVS 0000105 
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1        IN THE UNITED STATES BANKRUPTCY COURT

2         FOR THE NORTHERN DISTRICT OF ILLINOIS

3                   EASTERN DIVISION

4 ______________________________

IN RE:                       )  Chapter 11

5                              )

EVANGELICAL RETIREMENT       )  Case No. 23-07541

6 HOMES OF GREATER CHICAGO,    )

INCORPORATED d/b/a           )

7 FRIENDSHIP VILLAGE OF        )

SCHAUMBERG,                  )

8                              )

         Debtors.            )

9 _____________________________)

10

11

12

13

14           REMOTE VIDEOTAPED DEPOSITION OF

15                  JEAN SCHLINKMANN

16

17

18

19

20

21

22

TAKEN:  April 9, 2024

23 TIME:   4:00 p.m.

24

STENOGRAPHICALLY REPORTED BY:

25 Brandi Bigalke, RPR, RSA, CSR NO. 084-4870
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1 sheets?

2               MR. DOPKE:  Objection; form.

3               THE WITNESS:  Yes.

4 BY MR. SCHOEN:

5        Q.     Sorry, I didn't hear your answer.

6        A.     Yes.

7        Q.     So was it concerning to you when you

8 learned that when Mr. Flynn came out in January of

9 2024 and said, Actually, we looked back at those

10 intercompany balances and we think they were way

11 off, and we just, we reconciled them and now we

12 have a number that's at least $8.5 million

13 different than it was before?

14               MR. DOPKE:  Objection.  And false

15 premise.

16               THE WITNESS:  Yes.

17 BY MR. SCHOEN:

18        Q.     You said it was concerning to you.

19 What did you do about that concern?

20        A.     There were -- so there may have been

21 questions asked and answered, and they were

22 satisfactory to me.

23        Q.     Do you recall any questions that were

24 asked?

25        A.     I do not recall.
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1 had received from the government on account of

2 salary expenses that were paid by FVS?

3               MR. DOPKE:  Objection; form.

4               THE WITNESS:  I'm sorry, could you

5 repeat that, please.

6 BY MR. SCHOEN:

7        Q.     Do you recall any discussion within

8 the FVS board about the fact or about the fact that

9 the bond trustee was asserting that the debtor

10 should bring a claim against FSO to seek to recover

11 the ERTC monies that FSO had received from the

12 government on account of salary expenses that were

13 paid by FVS?

14               MR. DOPKE:  Objection; form.

15               THE WITNESS:  I recall there was a

16 discussion, yes.

17 BY MR. SCHOEN:

18        Q.     When did that discussion take place?

19        A.     Within the last six months.

20        Q.     Do you think it was at the same time

21 as that January 2024 meeting you described where

22 the intercompany balances were discussed, or was it

23 prior to that?

24        A.     I don't recall.

25        Q.     Do you recall who brought up the
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1 issue?

2        A.     Not specifically, no.

3        Q.     Do you recall whether the board of

4 FVS was asked to vote or weigh in in some way on

5 whether the debtor should pursue those funds from

6 FSO?

7        A.     I don't recall.

8        Q.     Okay.  Do you recall anything that

9 the board discussed about the ERTC credit issue?

10        A.     Just that it would help with staff

11 payroll and operations.

12        Q.     If those funds were received, it

13 would help FVS with those things?

14        A.     Yes.

15        Q.     And did that in fact happen?

16        A.     I believe it did.

17        Q.     Well, do you know whether the ERTC

18 funds were in fact received?

19        A.     I believe they came in, not all at

20 once, but they came in in two chunks of money.

21        Q.     A small amount in 2022 and then

22 larger amounts in 2023, does that ring --

23        A.     That sounds right.

24        Q.     Do you know what FSO did with the

25 funds it received in 2022?
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1                C E R T I F I C A T E
2 STATE OF MINNESOTA:
3                    : SS.:
4 COUNTY OF HENNEPIN:
5     BE IT KNOW, that I, Brandi N. Bigalke, RPR,

RSA, Stenographic Court Reporter, do hereby certify
6 that the foregoing transcript of JEAN SCHLINKMANN,

in the matter of In Re:  EVANGELICAL RETIREMENT
7 HOMES OF GREATER CHICAGO, INCORPORATED d/b/a

FRIENDSHIP VILLAGE OF SCHAUMBERG, is true, correct
8 and accurate;
9     That said transcript was prepared under my

direction and control from my stenographic
10 shorthand notes taken on the 9th day of April,

2024;
11

    That I am not related to any of the parties in
12 this matter, nor am I interested in the outcome of

this action;
13

    That the cost of the original has been charged
14 to the noticing party, and that all parties who

ordered copies have been charged at the same rate
15 for such copies;
16     That any copy of this transcript obtained

from a source other than the court reporting
17 firm, including from the adversary or co-counsel in

the matter, is uncertified and may not be used at
18 trial.
19

    WITNESS MY HAND AND SEAL this 9th of
20 April, 2024.
21
22

             <%18798,Signature%>
23              Brandi N. Bigalke, RPR, RSA, CSR

              CSR License No. 84-004870
24
25
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1             IN THE UNITED STATES BANKRUPTCY COURT

            FOR THE NORTHERN DISTRICT OF ILLINOIS

2                        EASTERN DIVISION

3

   IN RE:                         ) Chapter 11

4                                   )

   EVANGELICAL RETIREMENT HOMES   )

5    OF GREATER CHICAGO,            ) No. 23-07541

   INCORPORATED d/b/a FRIENDSHIP  )

6    VILLAGE OF SCHAUMBURG,         )

                                  )

7                 Debtor.           )

8           _________________________________________

9                  VIDEO RECORDED DEPOSITION OF

10                      MARY ROONEY SHEAHEN

11                         April 5, 2024

12                         3:13 p.m. CST

13

14                  Taken via Zoom by agreement

15

16

17

18

19

20

21

22                Anton Evangelista, Videographer

23        Diana G. Rodriguez, Certified Shorthand Reporter

24
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1    accords with your memory but it filed for Chapter 11 on

2    June 9 of 2023, does that sound familiar?

3          A     Sounds familiar.

4          Q     And do you recall when the ERTC tax credit

5    was received by FSO whether it paid it through to FVS

6    as you had expected when you sent this email to Senator

7    Durbin's office or whether FSO kept the money itself?

8          A     I think the money sits within FSO is my

9    understanding as the parent.

10          Q     Right.  But you had expected when you sent

11    the email to Senator Durbin that if the ERTC money came

12    in that FSO would pass that money through to FVS since

13    FVS had paid the salary expenses that gave rise to the

14    ERTC credit in the amount of the $7.2 million, correct?

15          MR. DOPKE:  Objection, form.

16    BY THE WITNESS:

17          A     I believed that would be the case.

18    BY MR. SCHOEN:

19          Q     But that's not what happened because once

20    the money came in, FSO kept the money and didn't give

21    it to FVS.

22          MR. DOPKE:  Objection, form.

23    BY THE WITNESS:

24          A     Are you asking me a question or stating?
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1    BY MR. SCHOEN:

2          Q     I'm asking are you aware that's what

3    happened that, in fact, when the money came in FSO

4    didn't pay the money to FVS and instead kept it for

5    itself and then loaned some of it to FVS for interest.

6          A     I don't know if I would have called it a

7    loan but FSO is where the money comes from, right?

8          Q     Did you make any inquiry as a board member

9    of FVS as to why the tax credit that was received

10    wasn't passed through to FVS as you fully expected to

11    happen before the credit was paid?

12          A     Still I'm not following you here.

13          Q     So do I understand that FSO was the one

14    who applied for the tax credit on behalf of its

15    constituent entities including FVS and its other main

16    affiliate at the time Greenfields, you're familiar with

17    Greenfields?

18          A     Yes, I am.

19          MR. DOPKE:  Objection to part of that.

20    BY MR. SCHOEN:

21          Q     So you understood that FSO submitted --

22    FSO as the common pay master had these employees

23    on-site at FVS and at Greenfields and it would charge

24    the affiliates where those employees were housed for

Page 38

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400

Case 25-00130    Doc 1-39    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit
39    Page 4 of 6



1    the salary expense for those employees and those

2    affiliates would pay that money to FSO and then your

3    expectation was that when the tax credit came in that

4    the tax credit would go back to offset the costs that

5    those affiliates had paid and that's why you told

6    Senator Durbin's office, hey, if we get this tax credit

7    that will be $7.6 million that will go into FVS and it

8    will really help us with liquidity, it's really

9    important we get the money soon.  That's what your

10    expectation was when you sent that email, right?

11          MR. DOPKE:  Objection for the speech.

12    BY THE WITNESS:

13          A     FSO and FVS have always worked very

14    closely together during my tenure so I expected that

15    FSO would do what it needed to do for FVS with the

16    money appropriated.  I don't know what else to say.

17    BY MR. SCHOEN:

18          Q     You understand that FVS is now in

19    bankruptcy, right?

20          A     I do understand that.

21          Q     And FSO is not.  Correct?

22          A     Correct.

23          Q     So do you understand that as a board

24    member of FVS you have certain duties to maximize the
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1                     C E R T I F I C A T E

2                I, Diana G. Rodriguez, a Certified

3    Shorthand Reporter do certify that heretofore said

4    witness appeared before me produced as a witness for

5    examination in said cause.

6                I further certify that the said witness

7    was by me first duly sworn to testify the truth, the

8    whole truth, and nothing but the truth in the cause

9    aforesaid before the taking of the deposition; that the

10    testimony was reduced to writing by means of machine

11    shorthand and afterwards transcribed into typewriting

12    via computer-aided transcription under my personal

13    direction; and that the foregoing is a true and correct

14    record of the testimony given by said witness.

15                I further certify that my certificate

16    annexed hereto applies to the original transcript and

17    copies thereof, signed and certified under my hand

18    only.  I assume no responsibility for the accuracy of

19    any reproduced copies not made under my control or

20    direction.

21

22                   <%12510,Signature%>

23                   Diana G. Rodriguez, CSR

                  CSR No. 084-002945

24
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1            IN THE UNITED STATES BANKRUPTCY COURT

2            FOR THE NORTHERN DISTRICT OF ILLINOIS

3                      EASTERN DIVISION

4     In re:

5       EVANGELICAL RETIREMENT     Chapter 11

6       HOMES OF GREATER           Case No. 23-07541

7       CHICAGO, INCORPORATED

8       d/b/a FRIENDSHIP

9       VILLAGE OF SCHAUMBURG,

10                 Debtor.

11    ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

12

13

14                REMOTE VIDEO DEPOSITION OF

15                     KATHLEEN RIVERA

16

17                      April 15, 2024

18                        3:30 p.m.

19

20

21              Stenographically Reported By:

22       Deanna Amore - CRR, RPR, CSR - 084-003999

23

24

25

Page 1

Veritext Legal Solutions
212-267-6868 www.veritext.com 516-608-2400

Case 25-00130    Doc 1-40    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit
40    Page 2 of 8



1       A.   I don't remember.  I'm sorry.  It was a

2   long time ago.

3       Q.   Are you aware that on May 26, 2023, FVS

4   posted financial statements on the EMMA database,

5   which is a database that provides information to

6   securities holders, showing that FVS had an asset

7   called "due from affiliates" of $8.9 million?

8            Do you recall knowing that?

9       A.   No.

10       Q.   Do you recall ever having any discussion

11   at the board level about the intercompany balances

12   between FSO and FVS and who owed who money?

13       A.   If it was on the agenda, we discussed it,

14   but right now I can't recall specifically what

15   you're asking.

16       Q.   Do you recall during 2023 there being a

17   substantial adjustment in the balance sheet of FSO

18   and FVS where an intercompany liability from FSO to

19   FVS was reduced by over $8 million?  Does that ring

20   a bell at all?

21       A.   The numbers rings a bell, but I'm sorry,

22   I can't recall specifically what you're asking.

23   Sorry.  It was over a year ago.

24       Q.   What $8 million number rings a bell to

25   you?
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1       A.   Just the number.  Just the number.

2   I'm sorry.

3       Q.   Do you remember the board having a

4   discussion how was it that FVS owed us $8.9 million

5   and now all of a sudden they only owe us $328,000?

6   Where did the other $8.5 million go?

7       MR. DOPKE:  Objection.  Form.

8       THE WITNESS:  All I can say is I don't remember

9   what specifically you're asking at the time, what

10   that was -- when that came into the conversation.

11   BY MR. SCHOEN:

12       Q.   Do you recall ever learning that the bond

13   trustee who represents the bondholder that financed

14   FVS had suggested that it was requested that the

15   debtor bring a claim against FSO for the ERTC funds

16   relating to payroll expenses that were funded by

17   FVS?  Do you recall hearing that?

18       MR. DOPKE:  Objection.  Form.

19       THE WITNESS:  No.

20   BY MR. SCHOEN:

21       Q.   Do you recall any discussion happening

22   about any decision under consideration by the board

23   as to whether to explore a potential claim against

24   FSO relating to the -- any ERTC funds?

25       MR. DOPKE:  Objection.  Form.
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1       THE WITNESS:  No.

2   BY MR. SCHOEN:

3       Q.   Do you recall any discussion at the board

4   level with FVS about whether or not FVS might have

5   potential claims against FSO or any of its officers

6   or directors relating to the write-down of

7   intercompany liabilities from FSO to FVS that

8   occurred during 2023?

9       MR. DOPKE:  Objection.  Form.

10       THE WITNESS:  All I can say is, at this moment,

11   I don't recall.

12   BY MR. SCHOEN:

13       Q.   Just don't recall anything on that topic

14   at all?

15       A.   I know it was discussed, but if you're

16   asking me for details right now, I can't give you

17   the details because I just -- I just don't

18   remember, but I know that it was on one of our

19   agendas, and it was -- we always discussed

20   everything very thoroughly and given all kinds of

21   information at the time and answered all questions

22   that we, as board members, had at the time, and

23   were satisfied.

24       Q.   But sitting here today, you don't remember

25   any discussion that happened about any intercompany
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1   balances between FSO and FVS and any potential

2   claims that FVS might have as a result; is that

3   right?

4       A.   You know, I don't recall the details.

5   Sorry.  I just don't.

6       Q.   I'm asking if you recall anything.  When

7   you say you "don't recall details," that seems to

8   suggest you recall something.  So what do you

9   recall?

10       A.   Well, all I remember is that whenever

11   those numbers came to us as board members, I, as

12   chairman, always asked the questions what was the

13   best benefit to our residents because we knew that

14   the residents were going to get shortchanged, and

15   I always, as a board member, wanted the surety that

16   our residents came first, and those were heavy

17   topics of conversation at the time.  That's

18   what I recall.

19       Q.   So if management had come to you and said,

20   "Hey, our balance sheet showed that FSO owes FVS,

21   you know, $8.8 million, but if we just reduce that

22   by $8 and a half million, we can route that money

23   to the residents and the former residents," that

24   would be okay with you?

25       MR. DOPKE:  Objection.  Form.  Hypothetical.
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1       THE WITNESS:  I don't have an answer for that.

2   BY MR. SCHOEN:

3       Q.   Okay.  So you don't recall anything like

4   that happening where somebody said, "We've got to

5   make this adjustment to the intercompany balances,

6   but it's good for residents.  So you should sign

7   off on it"?

8       MR. DOPKE:  Objection.  False premise.  Form.

9       THE WITNESS:  Why -- what I know is that our

10   FVS board was always putting our residents first.

11   That was our main goal, and that's as -- I was a

12   very vocal board member, as other board members can

13   attest.  I always had serious questions.  My

14   questions were answered and qualified, and I was

15   satisfied as long as I knew our residents came

16   first.

17   BY MR. SCHOEN:

18       Q.   Do you remember residents coming first

19   coming up in any discussion of the intercompany

20   balances or the ERTC credits at the board level?

21       A.   I don't recall right now, no.

22       Q.   Are you aware that there is a proposed

23   settlement that's been entered into between FSO and

24   FVS, and the unsecured creditors' committee that's

25   being submitted to the court for approval as part
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1                  C E R T I F I C A T E

2

3            I, DEANNA AMORE, a Shorthand Reporter and

4   notary public, within and for the State of

5   Illinois, County of DuPage, do hereby certify:

6            That KATHLEEN RIVERA, the witness whose

7   examination is hereinbefore set forth, was first

8   duly sworn by me and that this transcript of said

9   testimony is a true record of the testimony given

10   by said witness.

11            I further certify that I am not related to

12   any of the parties to this action by blood or

13   marriage, and that I am in no way interested in the

14   outcome of this matter.

15

16            IN WITNESS WHEREOF, I have hereunto set my

17   hand this 15th day of April 2024.

18

19

20                  <%12384,Signature%>

21                 Deanna M. Amore, CRR, RPR, CSR

22

23

24

25
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1            IN THE UNITED STATES BANKRUPTCY COURT

           FOR THE NORTHERN DISTRICT OF ILLINOIS

2                       EASTERN DIVISION

3

4   In re:                           )

                                   ) Chapter 11

5   EVANGELICAL RETIREMENT HOMES     ) Case No. 23-07541

  OF GREATER CHICAGO, INCORPORATED )

6   d/b/a FRIENDSHIP VILLAGE OF      )

  SCHAUMBURG,                      )

7                                    )

            Debtor.                )

8                                    )

9

10

11

12             Videotaped deposition of CLARK DELANOIS, taken

13   remotely before NADINE J. WATTS, CSR, RPR, and Notary

14   Public, pursuant to the Federal Rules of Civil Procedure

15   for the United States District Courts pertaining to the

16   taking of depositions, commencing at 2:33 p.m. Central

17   Daylight Time on the 8th day of April, A.D., 2024.

18

19

20

21

22

23

24
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1   the value of the claims being released?

2       MR. SCHOEN:  Q  Sure.  Was there any discussion in

3   your presence by the FVS board members or any questions

4   asked to you by the FVS board members about what are the

5   claims that are being released and what's their

6   potential value?

7       MR. WALKER:  I'll just object on privilege grounds

8   and instruct the witness not to answer to the extent it

9   would require -- let me finish my objection please --

10   require you to divulge information, either legal advice

11   that was asked of counsel or legal advice that was given

12   by counsel, with respect to potential litigation claims,

13   the value of those claims, or the releases of the

14   settlement.

15       MR. SCHOEN:  Q  And that's why I qualified my

16   question by saying any questions that they asked of you

17   or of the board members of each other in your presence.

18   I didn't ask what they asked counsel.

19       A   Most of the questions, if not all, were to

20   counsel.

21       Q   So you can't recall a single question that was

22   asked of you during the meeting?

23       A   No.

24       Q   Can you recall anything specifically that you
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1   said during the meeting about the proposed settlement

2   term sheet?

3       A   No.

4       MR. WALKER:  Larry, do you have a sense of how much

5   longer you may have?  I know Mr. Delanois has a work

6   commitment that starts here pretty soon.

7       MR. SCHOEN:  I think you're going to like my answer.

8       MR. WALKER:  I picked the right time to ask.

9       MR. SCHOEN:  Just give me one second.

10       MR. WALKER:  Yep.

11       MR. SCHOEN:  I don't have anything further.  Thank

12   you very much for your time, Mr. Delanois.

13       THE WITNESS:  All right.  Thank you.

14       MR. WALKER:  Are we off the record?

15       MR. SCHOEN:  Yes.

16       MR. WALKER:  Very good.

17       THE VIDEOGRAPHER:  We are off the record at 4:49

18   p.m., and this concludes today's testimony given by

19   Clark Delanois.  The total number of media units used

20   was two and will be retained by Veritext.

21

22

23

24
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1   STATE OF ILLINOIS  )

                     )  SS:

2   COUNTY OF C O O K  )

3             The within and foregoing deposition of the

4   aforementioned witness was taken before NADINE J. WATTS,

5   CSR, RPR and Notary Public, at the place, date and time

6   aforementioned.

7             There were present during the taking of the

8   deposition the previously named counsel.

9             The said witness was first duly sworn and was

10   then examined upon oral interrogatories; the questions

11   and answers were taken down in shorthand by the

12   undersigned, acting as stenographer and Notary Public;

13   and the within and foregoing is a true, accurate and

14   complete record of all of the questions asked of and

15   answers made by the forementioned witness, at the time

16   and place hereinabove referred to.

17             The signature of the witness was not waived,

18   and the deposition was submitted, pursuant to Rules

19   30(e) of the Rules of Civil Procedure for the United

20   States District Courts, to the deponent per copy of the

21   attached letter.

22             The undersigned is not interested in the

23   within case, nor of kin or counsel to any of the

24   parties.
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1             Witness my official signature and seal as

2   Notary Public in and for Cook County, Illinois on this

3   9th day of April, A.D. 2024.

4

                    <%20805,Signature%>

5

                    NADINE J. WATTS, CSR, RPR

6                     License No. 084-002736

                    Notary Public

7                     One North Franklin Street

                    Suite 3000

8                     Chicago, Illinois 60606

                    Phone:  (312) 442-9087

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
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Official Form 410 Proof Of Claim Page 2

Part 2:   Give Information About the Claim as of the Date the Case Was Filed  

6.  Do you have any number
you use to identify the
debtor?

No

Yes.  Last 4 digits of the debtor’s account or any number you use to identify the debtor:    

7.  How much is a claim? 215,354.73 Does this amount include interest or other charges?

   
No

Yes.   Attach statement itemizing interest, fees, expenses, or other
          charges required by Bankruptcy Rule 3001(c)(2)(A).

8.  What is the basis of the
claim?

Examples: Goods sold, money loaned, lease, services performed, personal injury or wrongful death, or credit card
Attach redacted copies of any documents supporting the claim required by Bankruptcy Rule 3001(c).
Limit disclosing information that is entitled to privacy, such as health care information.

See attached addendum

9.  Is all or part of the claim
secured?

No  

Yes. The claim is secured by a lien on property

  Nature of property

  

Real estate. If the claim is secured by the debtor’s principal residence, file a Mortgage Proof of Claim
Attachment (Official Form 410-A)with this Proof of Claim.

Motor vehicle.  

Other. Describe:  

 

Basis for perfection:  

  
Attach redacted copies of documents, if any, that show evidence of perfection of a security interest (for
example, a mortgage, lien, certificate of title, financing statement, or other document that shows the lien has been
filed or recorded.)

  

Value of property:  

Amount of the claim that is secured:

Amount of the claim that is unsecured: (The sum of the secured and
unsecured amounts should match the
amount in line 7.)

Amount necessary to cure any default as
of the date of the petition:

 

Annual Interest Rate (when case was filed) %  

  
Fixed  

Variable  

10.  Is this claim based on a
lease?

No

Yes.    Amount necessary to cure any default as of the date of the petition. $ 

11.  Is this claim subject to a
right of setoff?

No

Yes.    Identify the property:  
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Official Form 410 Proof Of Claim Page 3

12.  Is all or part of the claim
entitled to priority under
11 U.S.C. § 507(a)?

A Claim may be partly
priority and partly
nonpriority.For example,
law limits the amount
entitled to priority.

No

Yes.    Check one:   Amount entitled to priority

Domestic support obligations (including alimony and child support)
under 11 U.S.C. § 507(a)(1)(A) or (a)(1)(B).

Up to $3,350* of deposits toward purchase, lease, or rental of property
or services for personal, family, or household use. 11 U.S.C. §
507(a)(7).

Wages, salaries, or commissions (up to $15,150*) earned within 180
days before the bankruptcy petition is filed or the debtor’s business
ends, whichever is earlier. 11 U.S.C. § 507(a)(4)

Taxes or penalties owed to governmental units. 11 U.S.C. § 507(a)(8).

Contributions to an employee benefit plan. 11 U.S.C. § 507(a)(5).

Other. Specify subsection of 11 U.S.C. § 507(a)() that applies.

 

*Amounts are subject to adjustment on 4/01/25 and every 3 years after that for cases begun on or after the date of adjustment.

Part 3:   Sign Below  
The person completing this proof
of claim must sign and date it.
FRBP 9011(b).

If you file this claim electronically,
FRBP 5005(a)(2) authorizes courts
to establish local rules specifying
what a signature is

A person who files a fraudulent
claim could be fined up to
$500,000, imprisoned for up to 5
years, or both. 18 U.S.C. §§ 152,
157, and 3571.

Check the appropriate box

I am the creditor.

I am the creditor’s attorney or authorized agent.

I am the trustee, or the debtor, or their authorized agent. Bankruptcy Rule 3004.

I am a guarantor, surety, endorser, or other codebtor. Bankruptcy Rule 3005.

I understand that an authorized signature on this Proof of Claim serves as an acknowledgment that when calculating the
amount of the claim, the creditor gave the debtor credit for any payments received toward the debt

I have examined the information in this Proof of Claim and have a reasonable belief that the information is true and correct.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on date & time 10/13/2023 at 02:16 pm PT
MM   /   DD   /   YYYY   HH   :   MM

/s/Mike Flynn
Signature

Print the name of the person who is completing and signing this claim:

Name Mike  Flynn 

First Name Middle Name Last Name
 

Title Chief Executive Officer  
 

Company Friendship Senior Options, NFP, an Illinois not-for-profit corpor... 
Identify the corporate servicer as the company if the authorized agent is a servicer

Address 350 W.
Schaumburg
Road  

 

Number Street

 Schaumburg
 IL  60194  

City State ZIP Code

Contact phone 8478845007 
 

Email mike.flynn@myfso.org 
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292213451 v2 
 
 

 

ADDENDUM TO PROOF OF CLAIM OF FRIENDSHIP SENIOR OPTIONS, NFP, AN 
ILLINOIS NOT-FOR-PROFIT CORPORATION 

1. The proof of claim to which this addendum is attached (this “Proof of Claim”) is 

supplemented by the following:  

2. Evangelical Retirement Homes of Greater Chicago, Inc. d/b/a Friendship Village 

of Schaumburg (the “Debtor”) and Friendship Senior Options, NFP, an Illinois not-for-profit 

corporation (“Claimant”) are parties to that certain Exclusive Administrative Services and 

Personnel Lease Agreement, dated as of November 13, 2017 (the “Management Agreement”).  A 

copy of the Management Agreement is annexed hereto as Exhibit 1.   

3. Pursuant to the Management Agreement,1 Claimant agreed to provide the Debtor 

with certain management and administrative services and lease clinical and non-clinical personnel 

employed or independently contracted by Claimant needed by the Debtor in connection with the 

Debtor’s operations (the “Administrative Services”).  As consideration for the Administrative 

Services, the Debtor agreed to pay Claimant an amount equal to 15.63 percent of the Debtor’s 

annual “Operating Expenses” excluding depreciation, amortization, and interest expenses.  As set 

forth in the Management Agreement, “Operating Expenses” include expenses incurred by 

Claimant related to Personnel payroll, benefits, and other expenses; insurance; license fees; 

equipment; supplies; maintenance fees; vendor fees; services fees; and any other costs or expenses 

incurred to operate the Debtor’s day-to-day operations.  However, the Operating Expenses do not 

include payroll, benefits, or other expenses incurred by Claimant related to Management 

 
1  Capitalized terms used but not defined herein shall have the meaning ascribed to them in the Management 

Agreement.  
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2 
 

Personnel.  Additionally, all expenses incurred by Claimant in connection with the Administrative 

Services are to be paid by the Debtor within 10 days of receiving an invoice from Claimant (the 

“Administrative Expenses”).   

4. On June 9, 2023 (the “Petition Date”), the Debtor filed a voluntary petition in this 

Court, commencing a bankruptcy case under Chapter 11 of the United States Bankruptcy Code.  

Claimant has calculated that, as of the Petition Date, Claimant was owed $215,354.73 on account 

of the Management Fees and Administrative Expenses.2  Accordingly, Claimant has an unsecured 

claim against the Debtor in the amount of $215,354.73.   

5. This Proof of Claim is filed pursuant to Bankruptcy Rule 3003 and under the 

compulsion of the Order and Notice Granting Amended Motion to Set Last Day to File Proofs of 

Claim [ECF No. 148], in order to protect Claimant from forfeiture of its claims.  As such, this 

Proof of Claim does not constitute a waiver by Claimant of any rights under any subsequently 

confirmed plan of reorganization or otherwise.  In addition, the filing of this Proof of Claim does 

not constitute, is not intended to be and should not be deemed or construed as (i) a consent by 

Claimant to the jurisdiction of any court, including, without limitation, with respect to any 

counterclaims or related claims brought or otherwise asserted by any person relating to the subject 

matter of the claims set forth in this Proof of Claim, including, without limitation, in any other 

proceeding commenced with respect thereto or any other proceeding otherwise involving Claimant 

and including, without limitation, any counterclaim or other proceeding asserted or brought against 

Claimant in which any such court does not have the constitutional authority to enter a final order 

or judgment without the consent of Claimant; (ii) a waiver of any procedural or substantive defense 

or right with respect to any claim that may be asserted against Claimant in any case; (iii) a waiver 

 
2  Supporting documentation for the basis of this amount can be made available upon request of the Court or parties 

with standing to contest the validity and amount of this Proof of Claim.  
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of any of Claimant’s rights and remedies against any other person or entity who may be liable for 

all or part of the claims set forth herein, whether an affiliate of the Debtor, an assignee, a guarantor, 

or otherwise; (iv) a waiver of any obligation owed to Claimant, or any right to any security that 

may be determined to be held by it or for its benefit; (v) a waiver of any of Claimant’s rights in 

connection with the “DIP Obligations” pursuant to Sections 3.6 and 4.l of the Order Granting 

Debtor’s Motion for Entry of an Order (I) Authorizing the Debtor to Obtain Unsecured 

Postpetition Financing; (II) Modifying the Automatic Stay; and (III) Granting Related Relief (ECF 

No. 205); (vi) an election of remedies (including, but not limited to, an election of remedies that 

waives or otherwise affects any other remedies); (vii) consent by Claimant to the treatment of any 

non-core claim against it as a core claim; (viii) a waiver of the right to move to withdraw the 

reference with respect to the Proof of Claim or otherwise, including, without limitation, any 

objection or other proceedings commenced with respect thereto, or any other proceedings 

commenced against or otherwise involving Claimant; (ix) a waiver of any right to the 

subordination, in favor of Claimant, of indebtedness or liens held by other creditors of Debtor or 

its affiliates; (x) consent by Claimant to a jury trial, or waiver of Claimant’s right to a jury trial, in 

each case, in this court or any other court, in any proceeding, as to any and all matters so triable 

herein or in any case, controversy, or proceeding related hereto, whether or not the same be 

designated as legal, public, or private rights, notwithstanding the designation or not of such matters 

as “core proceedings,” pursuant to 28 U.S.C. § 157(e) or otherwise; (xii) a waiver of Claimant’s 

right to have final orders in matters for which the bankruptcy court is not constitutionally 

authorized to enter final orders, notwithstanding the designation or not of such matters as “core 

proceedings,” pursuant to 28 U.S.C. § 157(b)(2), entered only after de novo review by a district 

court judge or, if applicable, the United States Court of Appeals for the Seventh Circuit; or (xiii) 
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an admission by Claimant that any property held by the Debtor constitutes property of the estate 

of the Debtor and any affiliates or any interest asserted by the Debtor or its estates herein.  

6. In addition, Claimant reserves the right to withdraw this Proof of Claim with respect 

to any or all parts of the Proof of Claim set forth herein and/or with respect to the Debtor, for any 

reason whatsoever.  Claimant (a) expressly reserves and does not waive any right or remedy, at 

law or in equity, of Claimant, including, without limitation, any and all rights of setoff, 

recoupment, or counterclaim, howsoever arising, any right to any security held by or for it or them, 

or any right to claim an interest in specific assets or any other rights or causes of action that 

Claimant has, or may have, against the Debtor and its affiliates, or any other persons or entities, 

and expressly reserves all such rights; (b) reserves the right to file additional proofs of claim and 

to further amend or supplement this Proof of Claim in any respect, including, without limitation, 

by (i) asserting claims arising from, or relating to, the avoidance of transfers made to Claimant or 

any other entity, (ii) further amending, quantifying, or correcting the dollar amount of any part of 

the Proof of Claim, including, without limitation, quantifying the expenses incurred by Claimant 

after the date hereof that were not incurred and thus, were unliquidated, as of the date hereof, (iii) 

adding or including any other debtor entity or any other entity, including, but not limited to, any 

entity that may become a debtor or debtor-in-possession in this bankruptcy case, (iv) providing 

additional detail regarding this Proof of Claim set forth herein, including, without limitation, 

quantifying the expenses incurred by Claimant after the date hereof that were not incurred and 

thus, unliquidated as of the date hereof, (v) adding or amending categories of payments or 

liabilities, and/or (vi) asserting any administrative claim entitled to a priority under section 

507(a)(2) of the Bankruptcy Code.  

[End of Addendum] 
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EXCLUSIVE ADMINISTRATIVE SERVICES AND 

PERSONNEL LEASE AGREEMENT 

 

THIS EXCLUSIVE ADMINISTRATIVE SERVICES AND PERSONNEL LEASE 

AGREEMENT (this “Agreement”) is made as of November 13, 2017 (the “Effective Date”) by 

and between Friendship Senior Options, NFP, an Illinois not-for-profit corporation (“Parent”) 

and Evangelical Retirement Homes of Greater Chicago, Inc. d/b/a Friendship Village of 

Schaumburg, an Illinois not-for-profit corporation (“FVS” or “Organization”). 
 

FVS and Parent enter this Agreement on the basis of the following facts, understandings 

and intentions: 
 

A. FVS and Parent are nonstock corporations organized and operated for charitable 

purposes within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1986, as 

amended (the “Code”). 
 

B. FVS and Parent are part of a system of affiliated entities providing for the delivery 

of healthcare services to individuals in Illinois and such entities are operated under the common 

direction and control of Parent, which is the sole corporate member of FVS. 
 

C. FVS provides skilled nursing and residential and care services (collectively, the 

“Services”) for individual residents (collectively, the “Residents”). 
 

D. FVS and Parent entered into that certain Administrative Services Agreement dated 

May 19, 2010 (the “2010 Agreement”) under which Parent provided to FVS certain management 

and administrative services. 
 

E. FVS desires to continue to obtain certain management and administrative services 

and lease all clinical and non-clinical personnel needed by FVS in connection with the operations 

of FVS’ business from Parent and Parent desires to continue to provide such services and lease 

such personnel to FVS in accordance with the terms and subject to the conditions set forth in this 

Agreement. 
 

F. FVS and Parent desire to replace, in its entirety, the 2010 Agreement with this 

Agreement. 
 

NOW, THEREFORE, in consideration of the foregoing and the mutual promises herein 

made, and for other good and valuable consideration, the sufficiency of which is hereby 

acknowledged by the parties, the parties hereto agree as follows: 
 

1. Management and Administrative Services. Subject to the terms and conditions 

contained in this Agreement, Parent shall, on an exclusive basis, provide FVS with certain 

management and administrative services and lease clinical and non-clinical personnel employed 

or independently contracted by Parent needed by FVS in connection with the operations of FVS’ 

business (collectively, the “Personnel”) to FVS as more fully described below (collectively, the 

“Administrative Services”), which may be amended by the parties in writing from time to time. 

The Personnel shall exclude any corporate management personnel, including, but not limited to, 
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Parent’s Chief Financial Officer and Vice President of Marketing, and other management 

personnel as designated by Parent in its sole discretion (collectively, “Management Personnel”). 
 

1.1 Corporate Management. Parent shall provide Management Personnel, 

expertise, and direction as may be necessary to achieve Organization’s business objectives. 
 

1.2 Personnel Lease. Parent shall lease the Personnel to FVS on a full-time basis 

subject to the following: 
 

1.2.1 Direction and Control. The Personnel shall be and remain 

throughout the Term, leased personnel of Parent and the Personnel may be 

disciplined, transferred, or discharged in Parent’s sole discretion; provided, 

however, while the Personnel are providing the Services to FVS pursuant to the 

terms of this Agreement, the Personnel shall be subject to direction and instruction 

from FVS as if the Personnel were employed by FVS. 
 

1.2.2 Termination and Replacement of Personnel. FVS shall report to 

Parent any professional, technical, or other deficiencies in the Personnel. FVS shall 

have the right to request the replacement of any Personnel whom FVS reasonably 

believes does not have the requisite skills and qualifications for the Services 

required to be rendered by such Personnel, or for whom good cause exists for the 

replacement of such Personnel. Any such Personnel shall be replaced in Parent’s 

sole discretion. 
 

1.2.3 Workers Compensation. To the extent required by Applicable Law, 

FVS and Parent shall each maintain workers compensation insurance coverage on 

the Personnel for the Services rendered by such Personnel to either party. 
 

1.2.4 Wages, Payroll Taxes. All salary, wages, benefits, payroll taxes, and 

unemployment compensation taxes payable with respect to the Personnel and 

attributable to the Services provided by such Personnel on behalf of FVS shall be 

allocated as an Operating Expense (as defined herein) of FVS. The compensation 

to be paid to the Personnel for the performance of such Services shall be determined 

by Parent in the exercise of its sole and absolute discretion. Notwithstanding the 

foregoing, to the extent required by Applicable Law, FVS represents and warrants 

that it will maintain and provide to Parent accurate and complete time records 

reflecting the time spent by Personnel performing the Services on behalf of FVS in 

compliance with all Applicable Law. 
 

1.3 Financials. The Parent shall also provide financial reporting, cash 

management, investment oversight, and oversight and guidance in treasury related 

functions of the Organization and assist Organization in the performance of Organization’s 

annual audit of financials. 
 

1.4 Human Resources. Parent shall provide all necessary human resources 

support for Organization, including the processing of payroll for all Personnel and 

administration of fringe and other benefits to such Personnel. 
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1.5 Information Technology. Parent will provide the management and 

operational oversight of all of the information technology needs of Organization. 
 

1.6 Marketing. Parent shall manage the marketing and public relations services 

to help the Organization promote its programs and services. The Parent assumes no 

responsibility for the outcomes of the marketing programs developed through the 

marketing services provided by Parent to FVS under this Agreement. 
 

1.7 Risk Management. Parent will determine appropriate insurance policies and 

coverage for Organization to obtain and maintain in connection with the operation of its 

business and provide risk management and corporate compliance services for the 

Organization. 
 

1.8 Equipment and Supplies. Parent shall assist FVS in the purchase of, or 

purchase on FVS’ behalf, the equipment or supplies used by FVS in connection with the 

operation of its business. 
 

1.9 Third Party and Resident Billing and Collection Services. 
 

1.9.1 Appointment. FVS hereby appoints Parent as its agent to bill and 

collect all sums due and payable to FVS for the Services provided by FVS from 

third party payors and Residents, as applicable. 
 

1.9.2 Compliance. Parent will use commercially reasonable efforts to 

collect monies owed on the bills for the Services provided to FVS’ Residents 

(“Accounts”) from third party payors including, but not limited to, commercial 

insurers and federal health care programs, and Residents, as applicable, in 

accordance with FVS’ fee schedules, written policies and procedures, and all 

applicable federal, state and local laws, regulations and ordinances; applicable 

federal, state, and local wage and hour laws; professional and ethical standards of 

the clinical Personnels’ professions; third party payor requirements, policies, and 

guidance; accreditation and credentialing standards; federal and state fraud and 

abuse laws; state fee-splitting prohibitions and requirements; state and federal 

privacy and security requirements, including, but not limited to, the Health 

Insurance Portability and Accountability Act of 1996, the Health Information 

Technology for Economic and Clinical Health Act, and their implementing 

regulations (collectively, “HIPAA”); and the rules, regulations, policies, and 

bylaws of FVS, in each as adopted and amended, from time to time (collectively, 

“Applicable Law”). FVS shall provide copies to Parent of FVS’ fee schedules  and 

written policies and procedures that Parent must comply with under this 

Agreement. 
 

1.9.3 Documentation. To the extent required, for all Accounts, FVS will 

provide the procedure, diagnosis, and other codes for each applicable professional 

Service and Parent will complete billing based upon the information submitted by 

FVS. FVS will be solely responsible for obtaining all clinical and other data 

required to support the codes, and any required authorizations, certifications, or 
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any other documentation required by third party payors or Residents, as applicable, 

in connection with furnishing of the professional Services to FVS’ Residents. 
 

1.9.4 Billing. Parent will, on behalf of FVS and in FVS’ name, bill and 

collect from third party payors and Residents, as applicable, for the Services 

provided to FVS’ Residents. All claims submitted to third party payors by Parent 

on behalf of FVS will use FVS’ applicable payor billing number(s). Parent does not 

guarantee that FVS may bill for or collect payment for the Services. FVS 

acknowledges and agrees that it shall not hold Parent liable for any failure of any 

third party payors, Residents, or other responsible party to make any payment or 

reimbursement to FVS for the Services. 
 

1.9.5 Collection. Parent will collect, receive and endorse, in the name of 

FVS, and on behalf of FVS, all cash, notes, checks, money orders, insurance 

payments, and any other payments received as payment on the Accounts. Parent 

will deposit all amounts collected on behalf of FVS for the Accounts into a separate 

bank account designated by FVS (“Bank Account”), which Bank Account will be 

under FVS’ sole control. Further, FVS may at any time modify  or revoke these 

disposition instructions for the funds to be deposited to the Bank Account. Parent 

and FVS will not commingle the funds to be deposited in the Bank Account with 

Parent’s funds or with any other FVS’ funds. 
 

1.9.6 Resident and Billing Records. Parent will supervise and maintain 

custody of copies of FVS’ Residents’ medical records and billing and collection 

records required for performance of the Administrative Services in accordance with 

Applicable Law and the terms and conditions of the business associate agreement 

substantially in the form attached hereto as Exhibit A and incorporated by this 

reference. 
 

1.10 Contract Negotiations. Parent will advise FVS with respect to, and negotiate 

and manage, on FVS’ behalf, all contractual arrangements with third parties as are 

reasonably necessary and appropriate for the operation of FVS. 
 

1.11 Licenses, Permits, Certifications, Accreditations. FVS shall be solely 

responsible for obtaining and maintaining all federal, state, and local licenses, permits, 

certifications, and accreditations required for or in connection with its operations 

(collectively, “Licenses”). However, upon FVS’ request, Parent will provide advice and 

assistance to FVS with respect to obtaining and maintaining any the Licenses. 
 

2. Independent Contractor Relationship; Independent Professional Judgment. 
 

2.1 Independent Contractor Relationship. In carrying out its duties hereunder, 

Parent shall be an independent contractor of FVS and, except as stated herein, shall not  be 

subject to any right of control, or any control in fact, by FVS with respect to the methods 

by which Parent carries out its duties hereunder. Further, with respect to any discretion 

permitted or contemplated as being exercised herein by Parent, Parent shall 
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exercise such discretion based on what it deems to be reasonably necessary or appropriate 

from time to time for the effective operation of FVS. 
 

2.2 Independent Professional Judgment. FVS and the clinical Personnel shall, 

at all times, retain ultimate control and authority for the professional Services provided to 

and for FVS’ Residents. Nothing contained herein shall be construed as allowing Parent to 

exercise control or authority over the independent professional judgment of such clinical 

Personnel. To the extent that any act or service herein required of Parent should be 

construed by a court or regulatory body to constitute the practice of medicine or other 

healthcare profession, the requirement to perform that act or service by Parent shall be 

deemed waived and unenforceable. 
 

3. Compensation for the Administrative Services. 
 

3.1 Management Fee. In consideration for the Administrative Services, the 

Organization shall pay the Parent an amount equal to 15.63 percent of FVS’ annual 

Operating Expenses (as defined herein) excluding depreciation, amortization and interest 

expense (the “Management Fee”) within thirty (30) days from the end of FVS’ applicable 

fiscal year during which the Administrative Services were provided. 
 

3.2 Expenses. 
 

3.2.1 FVS’ Expenses. Parent shall use FVS funds to pay for all third party 

payments or expenses incurred by FVS including, but not limited to, expenses 

related to: Personnel payroll, benefits, and other expenses; insurance; license fees; 

equipment; supplies; maintenance fees; vendor fees; services fees; and any other 

costs or expenses incurred to operate FVS’ day-to-day operations (collectively, 

“Operating Expenses”). Parent may, but shall not be obligated to, advance its own 

funds to pay such Operating Expenses or to perform those obligations hereunder 

requiring such funds to the extent such funds are not available in FVS’ Bank 

Account. The parties acknowledge and agree that: (a) the Operating Expenses shall 

not include payroll, benefits, or other expenses incurred by Parent related to 

Management Personnel; and (b) the payment of FVS’ Operating Expenses are not 

part of its Management Fee. 
 

3.2.2 Parent’s Expenses Related to Administrative Services. All expenses 

incurred by Parent in connection with the provision of the Administrative Services 

(collectively, “Administrative Expenses” and together with Operating Expenses, 

the “Expenses”) shall be paid by FVS within ten (10) business days from receipt of 

an invoice from Parent. The parties acknowledge and agree that the payment of 

Parent’s Administrative Expenses incurred in connection with the provision of the 

Administrative Services are not part of its Management Fee. 
 

3.3 Acknowledgment. The parties acknowledge and agree that the Management 

Fee and payment of the Expenses set forth in this Section 3 are representative of the fair 

market value for the Administrative Services rendered by Parent 

Case 25-00130    Doc 1-42    Filed 04/11/25    Entered 04/11/25 10:08:59    Desc Exhibit
42    Page 15 of 21



6 
60961820.1 

 

and are not determined in a manner that takes into account the volume or value of any 

referrals or business otherwise generated between the parties for which payment is made 

in whole or part under Medicare, Medicaid, or any other federal or state governmental 

healthcare program. 
 

4. Accounting, Records, Reports. 
 

4.1 Financial Records. Parent shall provide oversight of recordkeeping and 

assist Organization in establishing policies and procedures related to record retention. 

Organization shall provide Parent, upon prior written notice and during regular business 

hours, reasonable access to such records, accounts and books and to all vouchers, files and 

all other material pertaining to FVS’ business necessary for Parent to provide the 

Administrative Services. The Organization shall be solely responsible for ensuring 

compliance with IRS and other Applicable Law regarding record retention and being able 

to provide documentation to ensure compliance with auditing requirements. 
 

4.2 Financial Reports. Parent shall furnish to FVS, as requested by FVS, 

unaudited financial statements including the following: a Balance Sheet, a Profit and  Loss 

statement showing the results of the operations of the business for the preceding month. 

The Parent will also ensure that income detail and expense detail, aged receivables, bank 

reconciliations, check register, and any other statements for the business are issued monthly 

or as reasonably requested by the Organization. All reports shall be consistently prepared 

in accordance with sound accounting principles. 
 

5. Indemnification. Each party shall protect, defend without cost, indemnify and hold 

harmless the other party from and against any and all loss, cost, damage, liability and expense 

(including court costs and reasonable attorneys’ fees) arising out of gross negligence or willful act 

or omission of the other party; provided, however, neither party shall be obligated to, indemnify 

the other party for any such loss, cost damage, liability or expense arising out of gross negligence 

or willful act or omission of the other party. Each party shall protect, defend, indemnify and hold 

harmless the other party, its officers, employees and agents from and against any and all loss, cost, 

damage, liability and expense (including court costs and reasonable attorneys’ fees) arising out of 

any act or omission of the other party including, without limitation, a material breach or default by 

the other party hereunder that is not cured within thirty (30) days of days of receipt of notice of 

such material breach by the non-breaching party. Notwithstanding any other provision in this 

Agreement, Parent shall not have liability under this Section 5 in excess of the aggregate 

Management Fee paid to Parent under this Agreement. The provisions of this Section 5 shall 

survive the termination of this Agreement for any reason. 
 

6. Term and Termination. 
 

6.1 Term. The initial term of this Agreement shall commence on the Effective 

Date and continue for a twelve (12) month period (the “Initial Term”). After the Initial 

Term, this Agreement shall automatically renew and continue in full force and effect for 

successive periods of twenty-four (24) months (each a “Renewal Term” and collectively 

with the Initial Term, the “Term”), unless terminated by either party in accordance with 

Section 6.2, Section 6.3, Section 6.4, or Section 6.5. 
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6.2 Termination Without Cause by Parent. Parent may, at any time during the 

Term of this Agreement and any extension thereof, terminate this Agreement without cause 

with ninety (90) days written notice to FVS. Such termination shall be effective with or 

upon receipt of written notice of such termination given or thereafter upon such other date 

as specified in such written notice. 
 

6.3 Termination For Cause. Either party may terminate this Agreement for 

cause in the event that the other party materially breaches a term of this Agreement and 

such breach is not cured within thirty (30) days of receipt of notice of such material breach 

by the non-breaching party. 
 

6.4 Mutual Termination. This Agreement may be terminated at any time by 

mutual, written agreement of the parties effective as of the date mutually agreed to by the 

parties. 
 

7. Obligations after Termination. Upon the termination of this Agreement: 
 

7.1 Management Fee and Expenses. All Management Fees and Expenses 

accrued through, but unpaid, as of the effective date of this Agreement shall be immediately 

paid by Organization to Parent. Except as otherwise set forth in this Agreement, neither 

party shall have any further obligations to the other party under this Agreement after the 

effective date of termination. 
 

7.2 Books and Records. Parent shall immediately deliver to the Organization 

all books and records of the Organization not previously transmitted. 
 

7.3 Cooperation. Parent shall cooperate with the Organization in the orderly 

transfer and assumption of the management responsibilities of the business during the next 

ninety (90) day period. 
 

8. Confidentiality and Nondisclosure. Each party shall hold in strictest confidence all 

“Confidential Information” of the disclosing party and shall only use and disclose such 

Confidential Information to the extent necessary to perform the Services and obligations under this 

Agreement. For purposes of this Agreement, “Confidential Information” shall include, without 

limitation: Resident accounts, Resident lists, Resident files, copyrighted items, trade secrets, 

business assets, medical records, patents, processes, machines, technical documentation, computer 

programs, business plans, marketing plans, programs and techniques, pricing data, accounting 

data, financial data, financial institution files, technical expertise and know how, tangible or 

intangible items which either party works on or develops during the Term, this Agreement 

(including, without limitation, any and all terms contained herein and any and all attachments and 

exhibits incorporated by reference hereby). 
 

9. Miscellaneous. 
 

9.1 Captions. The captions of this Agreement are inserted only for the purpose 

of convenient reference and do not define, limit or prescribe the scope or intent of this 

Agreement or any part hereof. 
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9.2 Applicable Law. The Agreement shall be construed in accordance with  the 

laws of the State of Illinois without regard to its conflict of law provisions. 
 

9.3 Entire Agreement. This Agreement embodies the entire understanding of 

the parties and there are no further agreements or understandings, written or oral, in effect 

between the parties relating to the subject matter hereof. 
 

9.4 Amendments. No provision of this Agreement may be altered, waived, 

modified or changed unless in writing, signed by the parties hereto, and no alleged verbal 

agreements, modifications or understandings shall be enforceable. 
 

9.5 Assignment. Neither party may assign its rights and obligations under this 

Agreement to any third party without the prior written consent of the other party. 
 

9.6 Notices. All notices and other communications required or permitted to be 

given hereunder shall be in writing and may be delivered by hand, by facsimile, by email, 

by email in .pdf format or similar format, by nationally recognized private courier, or by 

United States mail. Notices delivered by mail shall be deemed given three (3) business days 

after being deposited in the United States mail, postage prepaid, registered or certified mail, 

return receipt requested. Notices delivered by hand shall be deemed delivered when 

actually delivered. Notices given by nationally recognized  private courier shall be deemed 

delivered on the date delivery is promised by the  courier. Notices given by facsimile or by 

email with a confirmation or acknowledgment of transmission (including any response to 

such transmission) shall be deemed given when transmitted. All notices shall be addressed 

as follows: 
 

If to FVS: 

 

Evangelical Retirement Homes of Greater 

Chicago, Inc. d/b/a Friendship Village of 

Schaumburg 

350 Schaumburg, Illinois 60194 

Attn: Vice President and Chief Financial 

Officer 

Telephone: (847) 884-5371 

Email: mike.flynn@myfso.org 

If to Parent: 

 

Friendship Senior Options, NFP 

350 Schaumburg Road 

Schaumburg, Illinois 60194 

Attn: Vice President and Chief Financial 

Officer 

Telephone: (847) 884-5371 

Email: mike.flynn@myfso.org 

 

Any party thereto may change its address for the service of notice hereunder by delivering 

written notice of said change to the other party hereunder, in the manner provided above, at least 

ten (10) days prior to the effective date of such change. 
 

9.7 Survival. Notwithstanding the termination of this Agreement, the parties 

acknowledge the provisions of Section 3 (Compensation for the Administrative Services), 

Section 4 (Accounting, Records, Reports), Section 5 (Indemnification), Section 8 

(Confidentiality and Nondisclosure), and Section 9 (Miscellaneous) shall survive such 

termination. 
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9.8 Compliance with Applicable Law. The parties expressly acknowledge that 

it is, and shall continue to be, their intent to fully comply with Applicable Law. Parent and 

FVS each represents and warrants that that neither it nor any of their employees, directors, 

officers, managers, independent contractors, or agents are: (i) excluded, debarred, or 

otherwise ineligible to participate in Federal health care programs, as defined in 42 U.S.C. 

§1320a-7b(f); and (ii) under investigation or otherwise aware of any circumstances that 

may result in it being excluded from participation in federal health care programs. Each 

party shall immediately notify the other party of any change in the status of this 

representation and warranty. Any breach of this Section 9.8 shall give either party the right 

to terminate this Agreement immediately for cause. 
 

9.9 Change in Law. The parties further acknowledge and agree that at any time 

during the Term of this Agreement if, in the reasonable judgment of either party, state or 

federal statutes, case law, or regulations, the interpretation of any of the foregoing, the 

adoption of new federal or state legislation, is likely to materially and adversely affect the 

manner in which either party may perform its obligations under this Agreement, the parties 

shall immediately enter into good faith negotiations regarding a new service arrangement 

that complies with the law, regulation or policy at issue and that approximates as closely as 

possible the position of the parties prior to the change. In the event that such negotiations 

are unsuccessful, either party may terminate this Agreement upon thirty (30) days’ prior 

written notice. 
 

9.10 Access to Records. To the extent required by law, upon the written request 

of the Secretary of the U.S. Department of Health and Human Services, the U.S. 

Comptroller General or any of their duly authorized representatives to one party 

(“Requested/Disclosing Party”), that Requested/Disclosing Party shall make available 

those contracts, books, documents and records necessary to verify the nature and extent of 

the costs of providing the Administrative Services under this Agreement. Such inspection 

shall be available for up to four (4) years after the rendering of such Administrative 

Services. If Requested/Disclosing Party is requested to disclose books, documents or 

records pursuant to this Section 9.10 for any purpose,  Requested/Disclosing Party shall 

notify the other Party to this Agreement (“Receiving Party”) of the nature and scope of 

such request, and Requested/Disclosing Party shall make available, upon written request 

of Receiving Party, all such books, documents or records. Requested/Disclosing Party shall 

indemnify and hold harmless Receiving Party if any amount of reimbursement is denied or 

disallowed because of Requested/Disclosing Party’s failure to comply with the obligations 

set forth in this Section 9.10. Such indemnity shall include, but not be limited to, the amount 

of reimbursement denied, plus any interest, penalties and legal costs. If 

Requested/Disclosing Party carries out any of  the duties of this Agreement thorough a 

subcontract with a value of $10,000 or more over a twelve (12) month period with a related 

individual or organization, Requested/Disclosing Party agrees to include this requirement 

in any such subcontract. This Section 9.10 is included pursuant to and is governed by 

the requirements of 42 

U.S.C. § 1395x(v)(1) and the regulations thereto. No attorney-client, accountant-client,  or 

other legal privilege will be deemed to have been waived by Requesting/Disclosing Party 

or Receiving Party by virtue of this Agreement. 
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9.11 Counterparts. This Agreement may be executed in one or more 

counterparts, each of which shall be deemed an original and all of which shall constitute 

one and the same instrument. 
 

9.12 Recital; Attachments; Exhibits. All recitals, attachments, and exhibits to this 

Agreement are incorporated herein by reference. 
 

9.13 Authority of Signatory. Each signatory represents that such signatory is 

fully authorized to enter into the terms and conditions of this Agreement and to legally bind 

the Party on whose behalf the signature is proffered. 
 

9.14 Waiver of Breach. The failure or delay of either Party to insist upon 

compliance of any provision hereof will not operate as, and shall not be construed as, a 

waiver of any subsequent breach, irrespective of whether such breach occurs under similar 

or dissimilar circumstances. 

 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day 

and year first above written. 

 

FRIENDSHIP SENIOR OPTIONS, NFP 

 

 

 

By:    

Name: Stephen Yenchek 

Title: President and Chief Executive Officer 

 

EVANGELICAL RETIREMENT HOMES OF 

GREATER CHICAGO, INC. D/B/A FRIENDSHIP 

VILLAGE OF SCHAUMBURG 

 

 

 

By:    

Name: Stephen Yenchek 

Title: President and Chief Executive Officer, 

Friendship Senior Options, NFP 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

[Signature Page to FVS Exclusive Administrative Services and Personnel Lease Agreement] 
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