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Meas of Consideration for Ben Ladner’s Compensation f:/‘(”
I February 19, 2004 —

thnd Mersit Increase
3 ago the Compensation Committee adopted a compensation approach
-pinual salary increases for AU executives low, and gives a larger
Bfor performance increases. The rationale was to keep AU executive
Mses in line with those of faculty and staff, while awarding the bulk of

increases|blely on merit. The last two years, for éxample, execunive salary increases

were set ifi- %, in line with AU staff and faculty— except for my own, which last year

was set atfialy 3% — while merit awards ranged from 10% - 42%.
e Thisapp lii ch creates several problems. First, in all published compensation reports,

the total #hount of compensation is reported, maling the distinction berween salary G
and bom}Ws irrelevant, at least from the standpoint of public perception. No orie
notices tififact thar part of the compensation is designated as salary and part as
merit. Irjibe public mind, onlythe total amounr matters.
Second, { tl me it is a serious penalty to continue to reduce the percentage increases
for my a i salary, especially when they are lower for me than for my Cabinet
execurivedll Because my deferred compensation is calculated as a pre-set percentage
of my an i) base salary, a Jower base salary automatically lowers my deferred

{
-t

compens :::o Moreover, my contract stipulates that upon retirement I will receive
a year’s silibatical plus a year’s salary at mythen base salary. Thercfore, with a lower

base salz ;f.l ach year, I will have a significantly lower income when I rerire.

Fusthe e, I am now falling behind the salary levels of president’s at peer
It 1s unch fi‘- why I was given a smaller percentage salary increase than other AU
executi e:;ila r why ray salary level is kept low, which creates a negative impact on my
deferred zfi npensation and pay at retirement. T would prefer to be rewarded in larger
salaryp - f]
retiremenfli
Ar the N ‘~ mber 2003 Compensation Committee meeting, the Committee
approved iy recommendations for merit increases for Cabinet executives, with
various pientage increases above their last year’s compeasation. In'my case,
however, l he Committee decided not o pive me a percentage increase and to hold
this year'y i erit increase to the same as last year’s. In the last eighteen months, I
have re aii:,' a loéwer percentage salary increase than my Cabinet and no percemage
wncrease i

ntages thaa in the past in order to be in a bewer financial position at

i

flrry meric award, compared 1o significant increases in the Cabiner merix
awards. jice these decisions are tied to the Commitiee’s evahuation of my
perfo ....'_'; it would be helpful for me to have a clearer understanding of how to
iterpret ffile import of these decisions. S

2. Reteption Inlintive
o Five ye: : §o0, the Board approved a retention mcentive of $500,000 for me to stay

at AU as Wllesident for five years. I received a $100,000 cash payment in the first year
of the fivilllears, and the remaining $400,000 would have vested on June 30, 2004.
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However, ffllected 10 place the $400,000 at risk of forfeimre vt 2010, which I can
withdraw dfier if 1 decide to retire before then.

. _:',:IL of the completion of the five-year rewention incentive on June 30,

2004,1be i‘j!; e it is appropriate for the Committee T consider whether it wishes

provide az f!l her retention incentive, at what level, and for how long. From my
standpointy based upon previous performance reviews, university improvemexts, aod
length of "|E ice, 1 assume that my value to the instinuion bas increased significantly
comparedB five years ago. ‘

e If the Corjiiitee would like to establish another retention incentive, I propose that
the amoullincrease to $225,000 anaually, beginning July 1, 2004 and vesting June
30, 2009. [Wiwould be deferred and placed at risk of forfeiure. The pay-out could be
either a !A'f- sum payment in 2009, after a total of 15 years’ service, or annual

Fl' ginning after my sabbatical, to be determined at my discretion. With
such an igg#nteve, 1 would commit to staying at AU for another five yeass.

3. Failure of Sp iDollar Insucance to Provide Adequate Retirement Security S o
o In1997, Jif university wok our a sple dollar insurance policy that was projected o

be worth Hil.9 million in ven years, which would secure my retiremens at may 1997
level of It -:';Il r. Unfortunately, the policy is currently worth only $650,000 and is aot
ikely to if# rove enough over the next three years 1o approach original projections.

;f’.:" of this financial vehicle to provide for my retirement furure, my

s Wiung financial advisor bas ‘calculated that the gap beiween where I am

d where I should be at retirement mmainrain my current living level is

approxi .-!‘ﬂ- 7 $3.7 milllion'after taxes, or $5 million pre-tax. [ would like the

Comuminifito consider establishing a viable financial approach ro closing dmgbap as
[

much as !;| casonably possible prior to my retirement. Possible options might
a) a ell;; bar retention inceative bonus, described above, wotaling $1,125,000;

b) amug [lasger perceniiage incréase in roy annual base salasy;

¢) anis i;;f; ase in the percentage of my annual deferred compensauon from25% 0 ¢
35% [ aly base salary;” S .

¢ acas -"ii.. ‘f $260,000 thiis year for conipleting ten years as AU president, and
defediil bomuses of $200,000  the'compleridh of sy sécond and fourth years

of --!::‘;g e-year comiiitment. Thése boruses would be in addition to my angual

' By, annual merit awards, and the rerention incentive.

i

4. Lishhe = | _ "
e Ahthougil am aware of the public amention given to the annual top ten listing of
compengifion for university presidents, the wide variation of circumstances for any

presiden i-’;- a given year makes this an unreliable comparaive listing, ‘While it is
good o [t out of the glare of gublicity with respect 1o compensatian, it may be
increasicifly difficult for the Committee 1o assture that I donot appear on e list
Last yeafl was # 11, but this year; for example, due to the delay in the Commirtee’s
review, | Jill receive both my as-yet-undetermiried increased compensation for last
year and|{ie increased compesation for this yeat; all in the same year.

Moreovg |because my lengely of service as president is more than double the
national erage; cornpartig me with ptes\dx::ns with'only a few years service is apt
to be 2 1ifi¥ reliable comnpararive indicator the longer I remain at AU .

-
¥

il

&l
1l
: ';} .
:

i




Draft Minutes of Compensation Committee Meetings
American University Board of Trustees

September 8, 2004

The Compensation Committee met in New York City, at the offices of Towers Perrin,
George Collins presiding. Leslie Bains was present; Pete Smith participated by phone;
Gary Cohn was unable to attend. Richard Meischeid of Towers Perrin was also there.

Richard reviewed the implications of the Intermediate Sanctions and presented Towers
Perrin’s survey report comparing AU executive compensation to the special comparison
group that AU had been using in previous years. This group is comprised of universities
that are generally larger than AU, but representative of the universities with which we
compete for students and leaders.

AU’s compensation policy has been to target executive compensation at the 750
percentile of the survey comparison group for similar positions. The Towers Perrin
survey data showed that for most positions, AU is paying well above this target — in fact,
above the 90" percentile for a number of positions.

This is a very different result from the comparative data we had been receiving from
PricewaterhouseCoopers. The primary reason for this is that the PWC data had included
only base salary and annual incentive bonus, not counting the deferred incentive element
that Dr. Ladner and all of his cabinet members receive. Looking at annual cash
compensation alone, the numbers from the two consultants are generally comparable.

Mr. Meischeid also shared verbally the results of Towers Perrin’s proprietary study of 30
leading colleges and universities, including all the Ivies. This group is clearly a tier
above American University and its primary comparison group, yet in many cases AU
executives are compensated well above the 50™ percentile of this premier group, and in
some cases above the 75" percentile.

The Committee discussed this problem, noting that it was important to get a comfort
letter from Towers Perrin or another independent source on the level of compensation for
Dr. Ladner and his direct reports. Mr. Meischeid reported that we would be unlikely to
get such a letter at AU’s current compensation levels.

Mr. Smith reported that although Dr. Ladner and Don Meyers had both indicated that
comfort letters had been secured in past years, no such letters had been requested from
PricewaterhouseCoopers or any other firm and none had been received.

The meeting then focused on Dr. Ladner’s compensation package. Dr. Ladner had given
Mr. Collins a memorandum requesting a substantial increase in his compensation over
the next three to five years. Included in this request was a large cash payment to make up
for an underperforming split dollar insurance contract, an increased retention incentive




similar to the $500,000 special incentive the Board had granted Dr. Ladner five years
ago, and a one-time performance bonus recognizing his ten years of service to AU.

It was clear to the Committee that none of these additional payments would survive the
Intermediate Sanctions test of reasonableness, and in fact that we needed to reduce Dr.
Ladner’s compensation going forward.

With salary, annual bonus, deferred incentive, and retention bonus, Dr. Ladner’s effective
annual compensation was currently in the $850,000 range. Mr. Meischeid suggested that
a more reasonable package going forward would be a salary of $550,000 with a 20%
deferred incentive (and no annual incentive) or a salary of $600,000 with a 10% annual
incentive. These levels could be considered reasonable in comparison to the Towers
survey of the top 30 colleges and universities, although there was some question as to
whether the use of the very largest and best colleges would be deemed reasonable..

The Commiittee also discussed this significant impact this would have on Dr. Ladner and
his cabinet, and stressed the need for thoughtful communications on this issue.

November 4, 2004

The Committee met in Washington, at American University, prior to the November
Board meeting. In attendance were Mr. Collins, Ms. Bains, Mr. Smith, Mr. Cohn (by
phone), Dr. Ladner, and Richard Meischeid of Towers Perrin.

At Mr. Collins request, Mr. Smith outlined the issues that had been discussed at the
September Compensation Committee meeting, noting the importance of the Intermediate
Sanctions and the Board’s concern about receiving a comfort letter. Mr. Smith also
reported that past documentation supporting the use of the special AU survey comparison
group made it difficult to justify using any other group, such as Towers Perrin’s top 30
survey, to support AU compensation levels. This put somewhat tighter constraints on Dr.
Ladner’s compensation than we had considered in the September meeting.

All the Committee members emphasized that the situation did not reflect any
dissatisfaction with Dr. Ladner’s performance or that of his cabinet, which the Board
thinks has been outstanding. The problem is the Intermediate Sanctions and the practical
limits they impose, a factor that had not received sufficient consideration in the past.

After reviewing the survey report and the recommendations the Committee intended to
make to the Board (eliminating the annual incentive going forward, adjusting base pay
upward to the degree possible, encouraging Dr. Ladner to join one or two outside Boards,
possibly making a substantial charitable contribution in his name), the Committee
dismissed Mr. Meischeid and asked for Dr. Ladner’s reaction.

Dr. Ladner had prepared a letter for Mr. Collins in which he questioned the accuracy of
the compensation survey and the qualifications of Mr. Meischeid. Based on his
significant expertise in executive compensation, Mr. Smith strongly objected to both




assertions and suggested that Dr. Ladner, Mr. Meischeid and a Committee member meet
to work out any differences and reach agreement on the process going forward. This
meeting was scheduled for November 15, 2004. Ms. Bains agreed to represent the
Committee at this meeting.

Dr. Ladner also expressed great dissatisfaction with the communications process
surrounding his compensation.

The Committee then explored possible ways to keep pay reasonable while lessening the
negative impact on Dr. Ladner. These included the possibility of employing Dr. Ladner’s
wife on behalf of the University, paying 100% of Dr. Ladner’s long-term disability
insurance (a common practice, while AU pays only 50%), and encouraging Dr. Ladner to
do more outside speaking for fees.

Dr. Ladner also raised the possibility of his being appointed Chancellor of the University,
with reduced administrative responsibilities but continuing significant compensation.
The Committee did not discuss this alternative in any detail, nor was the subject raised at
the Board meeting the following day.




Minutes of November 5,2004 AU Compensation Committee Discussion

The Board held an extensive two-hour discussion on the issues pertaining to the compensation of
the President and his Cabinet.

Pete Smith provided the Board a background review of the situation. At last November’s Board
meeting (AU executive compensation is typically reviewed in November), questions were raised
about the quality and accuracy of the compensation data being provided the Compensation
Committee by PricewaterhouseCoopers, AU’s consultant.

At the same time, President Ladner had approached George Collins requesting a substantial
increase in his compensation between now and his projected retirement date. While the Board
universally recognized that Dr. Ladner’s performance has been exceptional, concerns had already
been expressed about the current level of his total compensation package.

Accordingly, the Committee decided to engage a new compensation consultant to get an accurate
perspective of the competitive situation. Dr. Ladner and Mr. Smith interviewed three consultants
and jointly chose Richard Meischeid of Towers Perrin, one of the world’s leading compensation
consulting firms.

Towers Perrin conducted a special survey of the twelve-university comparison group that the
Compensation Committee had previously determined was appropriate for comparing AU
executive pay. While these universities are larger than AU, the philosophy was that we need the
kind of leadership that could successfully bring AU close to the first tier of American universities,
and that Dr. Ladner and his cabinet represented that team. This justified paying compensation
substantially higher than that paid by universities of American’s size.

Working with Towers Perrin, it soon became apparent that the Intermediate Sanctions regulations
could cause problems for us. In the past, PricewaterhouseCoopers had based its comparison on
base salary and annual incentive bonus only, with the assumption that many competing
universities paid annual incentives. In fact, very few universities pay annual incentives, and the
few that do pay much smaller amounts than American has paid, and primarily to the President.
Further, American’s Cabinet officials have two incentives — an annual incentive and a deferred
incentive. In addition, the Board had approved a special five-year retention incentive for Dr.
Ladner, in effect adding $100,000 per year to his compensation over the past five years.

Mr. Smith provided a brief summary of the Intermediate Sanctions and their effect: if the Board
were found to be paying excessive compensation to AU’s cabinet, there could be serious financial
penalties for the executives involved and for the Board members who approved the compensation
arrangements. There was strong agreement among the Board that we should ensure that the
President’s compensation and that of his cabinet was at a level where we would be able to get a
“safe harbor” or comfort letter from Towers Perrin.'

The Towers Perrin consultants indicated that they could provide this letter if AU’s compensation
levels were under the 90" percentile of the survey comparison group. However, Dr. Ladner’s
compensation and that of many of his direct reports is well above the 90™ percentile of the

' The Compensation Committee had been led to believe that PricewaterhouseCoopers had been providing
comfort letters annually in the past, but it turned out that they had not been requested to do so.




comparison group. Accordingly, we will need to reduce compensation opportunity going forward
to be able to get the comfort letter.

Mr. Collins reported that the Compensation Committee felt the best way to achieve this would be
to eliminate the annual incentive for Dr. Ladner and his cabinet, while possibly raising their base
salaries to offset this loss to some degree.

Leslie Bains emphasized that this reduction was in no way a reflection of Dr. Ladner’s or his
cabinet’s performance. The recommendation was being made to reflect the risk of coming under
the sanctions and in light of the new information showing that AU executive compensation was
much higher relative to market than the Board had previously been led to believe.

Mr. Collins pointed out that Dr. Ladner had reviewed the Towers Perrin survey and questioned its
accuracy and validity. Having access to a broad array of survey information, including a study of
30 top U.S. colleges and the Chronicle of Higher Education compensation data, the Committee
believes that the survey is accurate and that further review would not change the overall results.
However, we have agreed to work with Dr. Ladner to answer any questions he has about the data
until there is mutual agreement that we have accurate information.

The Board expressed some concern about the significant gap between Ben’s compensation
expectations and what we would be able to pay under the sanctions. Ben’s requests to Mr.
Collins had included a significant make-up payment for an underperforming split dollar contract;
a substantial recognition bonus for his ten years of service; a new retention incentive payable
after five years; and increases in his annual cash compensation. Instead, we were facing a
reduction in his pay.

The Board was also very concerned about the effect of this action on the Cabinet. Again, our
assessment is that their collective performance has been exceptional, and individually we are
highly impressed with the team Dr. Ladner has assembled. A number of Directors strongly
recommended that we work with the Cabinet to ensure that our decisions reflect their needs (e.g.,
perhaps retaining the annual incentive instead of the deferred incentive).

Concerns were also expressed about communications and the impact on morale, retention, public
relations, etc. A number of Trustees also strongly suggested that we ask qualified outside legal
counsel to review the situation, to ensure that we are taking the right actions and to determine
whether other solutions to this issue could be found. The Committee agreed to do this.

The Committee’s recommendation to resolve this situation were as follows:
1. Eliminate the annual incentive program for the Cabinet, going forward (beginning with

the current 2004-2005 fiscal year).

2. Adjust base pays for Dr. Ladner and his Cabinet (reflecting Dr. Ladner’s evaluation) so
that they approach the targeted percentile of the survey group.

3. Allow Dr. Ladner to serve on outside Corporate Boards, from which we had prohibited
him in the past, subject to Board approval. This would enable him to make up some of
the compensation he loses through this adjustment.

4. Encourage Dr. Ladner to accept more outside speaking engagements for fees, again to
help offset lost compensation.




S. Pay 100% of his Long Term Disability insurance, as is typical practice in other
universities (AU now only pays 50% of this cost).

6. Investigate the feasibility of making a sgeciaj, one-time contribution of $200,000 to a
charity of Ben’s choice, in Ben’s name.

The Committee also reported that Ben had suggested that paying a salary to Nancy, his wife, for
her services on behalf of AU could help the situation. There were serious reservations about this
expressed by a few Board members. There was also discussion of possible consulting contracts
following retirement but it was understood that any decision on this would be deferred until the
time of his retirement.

The Board also discussed what to do with the current annual incentive program, which had been
in effect through fiscal 2003-2004 and for which payments are normally approved in the
November Board meeting following the fiscal year end. The Committee’s recommendation was
that these incentives be paid, since the executives had performed throughout the year fully
expecting the program to be in effect, and since their performance had once again been
outstanding.

Following extensive discussion of these and related concerns, the Board passed the following
resolution:

“Be it resolved, that the Compensation Committee will work with Towers Perrin to develop a
compensation package for Dr. Ladner comprised of base pay and the deferred incentive
compensation, at a level that will reflect his outstanding performance while being in with the
guidelines the Committee has proposed.

Be it further resolved that the Committee will work with Towers Perrin and Dr. Ladner to
develop similar compensation packages going forward for the Cabinet.

Be it further resolved that the Board will authorize a payment of an annual incentive
award for Ben for 2003-2004 performance equal to the same percentage of his base pay that he
received for 2002-2003, which is the maximum award under the program. This will be the last
annual incentive payment for Dr. Ladner.

Be it further resolved that the Board authorizes Dr. Ladner to distribute annual incentive
awards for 2003-2004 performance totaling the same percentage of pay as distributed to his
cabinet last year, subject to his evaluation of their individual performance and final Compensation
Committee review.

Be it further resolved that Mr. Collins inform Dr. Ladner of the Board’s decision to allow
him to join up to two outside Boards of Directors, subject to the Board of Trustee’s approval as
to the boards he will join.”

2 . . . . . .
A few Directors expressed serious reservations about diverting moneys contributed to AU to another
charity. No vote was taken on this recommendation.
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From: Ken Yormark, Managing Director -
Date: Scptember 27, 2005

Subjcct: Independent Investigation — Américan University
Adjustments Based on Dr, Ladner’s Response

Background

Amold & Porter LLP (*Amold & Porter”) has been retained by the Board of Trustees (the “Board™) of American
University (the “University™) 10 investigate allegations raised in an anonymous whistleblower letter refated to
University reimbursement and payment of expenses incurred by President and Mrs, Benjamin Ladner and to provide
recommendations regarding cxpense reimbursement policies and practices. The undated whistleblower letter was post-
marked March 3, 2005 and sent to sclected members and former members of the Boarg,

September 10 response to a series of long-standing questions, summarized by Amold & Porter on September 1 in an e-
mail to Dr. Ladner's representatives. Dr. Ladner's Tepresentatives also made a presentation and provided materials 1o
the Board on September 12 and provided a response on September 20, 2005 10 questions posed to Dr. Ladner’s counsel
by Leslie Bains and Tom Gottschalk after the Scptember 12, 2005 Board meeting. In addition, Meg Clemmer, Dr.
Ladner’s Executive Assistant, provided a signed statement to Amnold & Porter on September 21, 2005. (A copy of
Mrs. Clemmer’s statement is attached as Exhibit L) :

® 2005 Protiviti Inc. This document is for your intema! use only and may not be distributed o any other thirg party.
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Findings as Adjusted
1. Profcssion_a] Services.

a. Chef. During FYs 2003-2005, Rodney Scruggs was employed by the University as chef at the Residence.

In addition 1o cooking for University events, Mr. Scruggs cooked for Dr. and Mrs. Ladner on a daily basis. He also

purchased and packed groceries and prepared meals, along with heating instructions, for Dr. and Mrs. Ladner 1o take 10

Gibson Island, In addition, approximately five times Per year, Mr. Scruggs traveled to Gibson Island to cook for Dr.
and Mrs. Ladner. The following is a schedule of Mr. Seruggs® salary and benefits:

FY.2003 FY 2004 FY 2005 Total
Salary 56833332 $7333332 58366664 $225333.28
Benefits 27% of salary 18.450.00 1979999  22.589.9¢ 60,839.98

Total salary and benefits $86,783.32 $93,133.3) $106,256.63 3286,173.26

Based upon an analysis of wofkdays devoted 1o University cvents, in the Final Report 85% of Mr. Scruggs’ salary and
benefits were estimated to be non-University rclated.

Dr. Ladner’s Response: Dr. Ladner provided a calculation that Mr, Scruggs spent 3.5 days preparing for each cvent
and an additional 30 days preparing for informal University-related events, which indicated that his non-University
time was only 25%. No documentation relating to informa Events was presented. Dr. Ladner acknowledges that Mr.
Scruggs regularly prepared the Ladners’ personal meals at the Residence.

Recommendation: Events ranged from very smal) (under 10 attendees) to large (over 100 attendees). ltis
recommended that two days additiona) preparation time be taken into consideration for events held for more than 25

Base workdays 240

Less: estimated days the Ladners not in town (30)
Days spent preparing meals 210
Less: number of University event days 32)

Additional 2 days for each 25+ person event {26)
Days spent preparing non-University—rcIat_ed meals . 152
Percentage of meal Ppreparation days — non ~University 72%

b. Senior Staff’ Assistant. During FYs 2003-2005, Sally Ekfelt Was employed by the University as senior staff
assistant at the Rcsidenc;g The following js 3 schedule of Mrs. Exfelr’s salary and benefits-- S e

‘ \ . _EY 2003 - g Y2005 "ot
—Salary $50,333.32 $55,833.32 $59,666.64 $165,833.30
‘Benefits 27% ofsalary 13.590.00 15,075.00 16,110.00 44,775.00
Total salary and benefits $63,923.32 $70,908.32 $75,776.64 5210,608.30

AUSF 009915
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It was recommended in the Final Report that 50% of Mrs. Ekfelt’s salary and benefits be treated as non-Unijvérsity-
related based upon the time she spenton Mrs. Ladner’s personal matters.

'Dr. Ladner’s Response: Dr. Ladner estimates Mrs. Ekfelt’s time spent on non-University matters to be 5%. Mrs.
Ekdelt states in a statement provided o Dr. Ladner’s counsel that she spent 5% of her * overall time at work”
scheduling “personal appointments for Mrs, Ladner (c.g. medica) appointments and hajr appointments) and . . .
runfning] personal errands or participat[ing] in the planning of personal events for Mrs. Ladper.”

arriving at the final figure for the personal benefit of Mrs. Ekfelt’s services. Mrs. Exfelt had four major
responsibilities;

1. Personal assistant to Mrs. Ladner, managing all of Mrs. Ladner’s administrative needs. In this capacity,
she maintained Mrs. Ladner’s calendar, responded to University-related conxespondence and planned
events hosted by the Ladners at the Residence and Gibson Island.

2. Point of contact for the Residence, serving as receptionist. She answered the phone and responded to the
door bell.

3. Office maneger of the Residence, maintained personnel records for the staff. She also collected and
maintained voucher and expense records; was in charge of the petty cash fund; acted as the liaison between

of Dr. and Mrs. Ladner at the Residence.

4. Manager of Residence property, cared for the Residence facility, fumniture and equipment within the
Residence and grounds surrounding the Residence. .

Assurning that Mrs. Ekfelt cxpended equal portions of her time to each of these four duties, it is recommended that
50% of her responsibilities as personal assistant to Mrs. Ladner be estimated as no'n-Univcrsity-rc)alcd, 25% of her
duties as point of contact in the Residence be cstimated as non-University-related and 25% of her duties as office
manager as spent coordinating the personal services provided by the chef and the driver to the Ladners. itis

_recommended that all other duties be considered University-related, Therefore, it is recommended that 25% of Mrs.

Ekfelts’s salary and benefits be treated as personal cxpense. Mrs. Ekfelt’s statement provided to Dr. Ladner’s counsel
contradicts statements made during her interview with Amold & Porter and Protiviti and does not take into account
Mrs. Ekfelt’s duties coordinating and supervising the personal ‘services provided to the Ladners by the chef and the
driver, or the fact that approximately 10% of the events bosted by the Ladners, and organized by Mrs. Ekfelt, were
personal and not University-related. Finally, Mrs. Clemmer, in her statement, explains that for four months in 1998-99
she performed the duties of the Senjor Staff Assistaot for Mrs. Ladner (i.c., Mrs. Ekfeit’s job). Of the duties performed

for Mrs. Ladner and the Residence, Mrs. Clemmer estimates that 20-30% of her time was spent on personal services
for Mrs. Ladner. :

c. Driver. During FY’s 2003-2005, a driver at the disposal of Dr. Ladner was also periedically employed by the
University. The following is a schedule of the driver’s salary and benefits:

S FY2003  Fy2004 _ Fy 2005 . Total. ..
Sifary I §37.73322  $32879.i6 31431151 $84,923.89
Benefits 27% of salary 10,187 97 -8 87737 —— 3 8644990795 -
Tb‘fa‘]‘sﬁla‘fﬁﬁd's?ﬁ‘ﬁr”—sznszx A9 $41,75653  $18,175.62 $107,853.34

In the Final Repont, it was estimated from available limousine driver records that 40% of the drivers’ time was spent
driving Mrs. Ladner and 10% was spent running errands.

AUSF 009916
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" Dr. Ladner’s Response: Dr. Ladner provided an analysis that only 28% of the drivers’ time was noo-University-
related.

Recommendation: We have reviewed available drivers’ records, taking into account the statement of Mrs. Clemmer
(Who supervised the driver) and conclude that 50% is a conservative estimate of the drivers’ time spent on non-
University duties. It is recommended that 50% of the drivers” salarics and benefits be treated as a personal expense.

2. Food.

From Tables 7-and 8 16 the Final Report, we calculated that the cost of food personally consumed by the Ladners at
non-University-related meals or events was allocable as follows, 80% to food consumed at the Residence and 20% to

food consumed at Gibson Island: '
FY 2003 FY2004 FY2005 Total
Residence $21,686.03 322,789.42 . $£23507.64 $67,983.09
Gibson Island 5.421.51 5,697.35 5,876.91 16,995.77
Total $27,107.54 $28,486.77 $29,384.55 $84,978.86

Recommendation: The cost of University-related food was computed from detziled records kept by Mrs. Ekfelt on
the cost of events. No other documentation was presented of any other University-related food purchases. Therefore,

weekends in Gibson Island (including a statement by Mrs. Clemmer that Dr. Ladner spent approximately 26% of his
time between Apri] 1, 2002 and April 30, 2005 at Gibson Island), this appears to be a fair estimate based on available

3. Wine and Liquor.

From Tables 6 and 8 1o the Final Report, we calculated that the cost of wine and liquor consumed by the Ladners at
non-University-related meals or events was as follows:

EY2003  EY2004  FY2005 . Tom .
515,496.53  510,627.85 $17360.11 34348449
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Recommendation: Absent cvidence of additiopal University-related wine consumption, it is recommended that the
amount considered personal remain as calculated from Mrs. Ekfelt's records. If documentation is provided and/or an
independent inventory is conducted to support these statements, it is recommended that adjustments be made.

4. Entertaining

Based upon our procedures, we identified a total of 95 events that were held at the Residence during FYs 2003-2005.
Detailed records were received from Mrs. Eldelt for each event held at the Residence.

In the Final Report we identified nine cvents held at the Residence or at the President’s hovse at Gibson Island in FYs
2003-2005 paid for by the University with no apparent University-related purpose:

FY 2003:

1. Ladies luncheon ($1,637.41);

2. Dinner party ($2,059.25); and .
3. Dr. Ladner’s birthday party (31,196.60).

FY 2004:

1. Gibson Island garden party luncheon ($5,274.06);

2. School headmaster’s cocktail party ($895.55; held at Gibson Island); and
3. Dr. Ladner’s birthday party ($2,252.29).

FY 2005:

1. "Mrs. Ladner’s birthday party ($1,199.20);

2. Dr. Ladner’s birthday party (51,517.00); and

3. Engagement party for Dr. and Mrs. Ladner's son (Dean) ($1,381.55).

Dr. Ladner’s Response: Dr. Ladner agrees that the aforementioned events, with the exception of the garden party,
were personal in nature, and agrees to reimburse the University for $12,138.85. Dr. Ladner contends that the garden
party was University-related since it highlighted the University’s landscape architecture and the attendees represented
potential donors.

Recommendation: It is recommended that expenses for all nine events be treated as personal. No information was
found 1o corroborate the fact that the garden party was University-related.

3. Travel.

In the Final Report, we found no University-telated purpose for the following portions of trave) by the Ladners:

a. Overseas Travel

AUSF 009918
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Ladper’s calendar for the days and nights in London. Lodging expenses of $2,458.54 and food expenscs of $1,054.57
and car expensc of $425.75 were incurred for the days and nights in London.

Dr. Ladner Response: Dr. Ladner stated that he believed that the Ruler of Sharjah would reimburse the University for

-his layovers to and from AU Sharjah and submitted an email communication from Mr. Hamid Jafar which stated that
layovers are appropriate. Dr. Ladner stated that he met with Dr. Creagan of John Cabot University regarding AU’s
World.Capitals Program during his visit to Rome. _

meeting did take place. If we recejve a Statement by Dr. Creagan confirming the meeting, we will analyze the Rome
leg of the trip further to determine if it should be treated as University-related. We also note that, if the Ruler of
Shagjah were to reimburse the University for the foregoing amounts, then of course the economic burden of these
expenses would not be on the University. -

b. Domestic Travel

On July 3, 2003, Dr. Ladner purchased a one-way ticket to South Carolina for $571.50 using his University-provided

Dr. Ladner Response: Dr. Ladner agrees that the ticket to South Carolina Was personal in nature, inadvertently
charged to his University card and agrees to reimburse the University for that amount.

Recommendation: It is recommended that University accept reimbursement from Dr. Ladner for $571.50 in payment
for the airline ticket to South Carolina. T

Dr. Ladner’s Response: Dr. Ladner provided additiona} information reflecting additional meetings Dr. Ladner held in
Florida.

© 2005 Protiviti Inc. This documem is for your internat use only and may not be distribuled to any other third party, 6
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Recommendation: It is reccommended that the Florida trip be considered entrely University-related.

On April 6, 2005, Mrs. Ladner traveled to Atlanta, a day later to Greenville, South Carolina and then to Charlotte,
North Carolina. Dr. Ladner traveled to Atlanta on the same day but not to the other locations. Both airline tickets were
charged to Dr. Ladner’s University-provided American Express Card. The cost of Mrs. Ladner’s airline ticket was

$3,425.40. No University-related purpose was identified for this top. For tbe Final Report, the cost of Mrs. Ladner’s
ticket was treated as a personal expense.

Dr. Ladner’s Response: Dr. Ladner provided information to support the fact that the difference of the cost of the trip

to Atlanta and the trip with stopovers in North Carolina and South Carolina was $314.00, and agrees 1o reimburse the
University for that amount.

Recommendation: It is recommended that the University accept reimbursement from Dr. Ladner for $314.00,
representing the difference in the airfares.

On three occasions, Mrs. Ladner accompanied Dr. Ladner to New York but did not participate in University-related
meetings. On each of these dates, the University President’s driver drove Dr. and Mrs. Ladner to New York and on
each of these dates Dr. and Mrs. Ladner shared private meals. On December 8, 2002, they dined at the Fonr Seasons
and charged $199.25 to Dr. Ladner’s University credit card. On February 5, 2003, they dined at Danjel’s and charged

University for the expense of $173.47. The Final Report concluded that 50% of these charges were non-University
related since Mrs. Ladner had no University purpose in New York.

Dr. Ladner’s Response: Dr. Ladner provided information to indicate that Mrs, Ladner had a University purpc;sc for
her trip to New York in February, 2003. He provided no explanation for the other two trips.

Recommendation: It is recommended that $186.37, representing 50% of the dinners on December 8, 2002 and
September 11, 2003, be treated as personal expenses.

Summary of Personal Travel
FY 2003 FY 2004 FY 2005 Total
Paris 5/23-5/25 & 5/30-6/1/03 - $4,682.39 - $ 4,682.39
London 2/15-2/18/04 - 3,998.86 - 3,998.86
London 5/31-6/1/04 - - $1,907.66 1,907.66
Rome 6/4-6/6/04 - . 2,343,56 2,343.56
South Carolina 7/3/03 - 571.50 - 571.50
South Carolina & North Carolina 4/6/05 - - 314.00 314.00
New York City 12/8/02, 9/11/03 $99.63 86.74 - i 186.37
Totah - ... . .. .. $99.63°  $933949 " $456527  $14,00434 o

© 2005 Protviti Inc. This dommen!isfo:yourhlsmalusaonryandmaynolbedlslribuledloanyo!hermbdpany.
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6. Credit Card Charges.

Mrs. Ladner’s expenses included cleaning supplies and laundry fragrance, as wel] as gift certificates purchased at
Nordstrom’s for staff, a shower gift for the President’s secretary and crystal. Also, numerous silver frames and photo
* albums were purchased and described by Mrs. Ladner as gifts. Other purchases included jewelry store items vacuum
cleaner with accessories, glasses, antiques, computer equipment, and cashmere sweaters, (See Table 3A)

Dr. Ladner’s Response: Dr. Ladner contends that all the expenses charged on Mrs. Ladner’s credit cards hada
University purpose with the exception of one $72.00 charge for a rental car.

beverage charges were accepted on face vahue, despite the facts that no receipts were provided and that often little
information indicated the business nature of the lunch or dinner. In the Final Report, we categorized a charge of
$503.45 from Bed Bath & Beyond as University-related. Information recently obtained from Meg Clemmer revealed
that this charge was for 2 wedding gift to Mrs. Clemmer. 1t 15, therefore, now recommended that this charge be
considered non-University-related.

7. Automobiles.

In the Final Repont, we concluded that none of Mrs. Ladner’s use of the car leased for her by the University was
University-related, so that all expenses related to that car and paid or reimbursed by the University should be
considered as personal expenses, as follows;

: FY 2003 ' Fy2004 FY2005 Total
Lease payments ’ - 3 9,894.93 - $ 9,894.93
Insurance - 2,750.42 ‘ - "2,750.42
Gas $286.74 566.55 $81923 1,672.52
Repairs , - 308.06 101.95 410.01
Tota) $286.74 313,519.96 $921.18 $14,727.88

Dr. Ladner’s Response: Dr. Ladner States that all of Mrs. Ladner’s car expense is University-related becayse her
vehicle was authorized by his University contract. He further states that Protivig fails to acknowledge Mrs. Ladner’s
University-related actiyitics and accomplishments,. . .. .. ___ e T -

Recommendation:-There has-been-no-documentati owprovided deiziling Mis- Eadner'svehicle isage f6r‘Uﬁchi§ty'_—‘“__ —

activities. It is recommended the vehicle expense be considered a personal expense.
During FYs 2003-2005, it is clear that Dr. Ladner had some personal use of his car, which was owned by the
Umiversity. For each of the calendar years 2002-2004, he certified that 10% of the car use was for pevsonal purposcs.
Dr. Ladner provided no documentation supporting this 10% allocation, In the absence of documentation, we have

© 2005 Protiviti Inc. This document is for your internal use anly and may not be distributed to any other third party. 8
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accepted this 10% allocation. This 10% allocation results in the following personal expenses for FY's 2003-2005 for
this car:

FY 2003 - FY2004 FY2005 Total
10% of estimated lease value 3$410.00 $550.00 $1,175.00 $2,175.00

As noted above, we concluded that 50% of the driver’s salary and benefits constituted a personal expense, but there is
not sufficient docimentation of which car he was driving to enable an allocation of this personal expense between the
two cars. We conclude, however, that the personal use allocations of 10% for the University-owned car and 100% for

the University-Jeased car, taken together, produce a reasonable approximation of the personal automobile use paid for
by the University.

8. Limousine Rental.

We examined limousine rentals for Mrs. Ladner charged to the University during FY's 2003-2005. We concluded in
the Final Report that certain of these did not have a University-related purpose, as follows:

FY 2003 FY2004 FY2005 Total
$696.94 - $1.410.7] $4,204.92  $6402.57

Dr. Ladner’s Response: Dr. Ladner provided information to demonstrate that two of these rentals were University-
related. (He provided information on a third rental, but it was not one of the rentals that we considered personal.)

Recommendation: Adjustment should be made for these two trips, so that the amount for FY 2005 is reduced to
$3,752.28 and the total is reduced to $5,859.93.

In the Final Report, we concluded that limousine rental expenses of $1,909.67 incured by Dr. Ladner while the driver
was otherwise engaged during Mrs. Ladner or running errands should be treated as a personal expensc.

Dr. Ladner’s Response. Dr. Ladner provided documentation which demonstrated that a portion of the

aforementioned limo expense was incurred in another state and that circumstances existed Justifying the use of limos
while Mrs. Ladner was being driven by the driver.

Recommendation: Itis recommended that this amount not be reflected as a persenal expense,

9. Metropolitan Ciub Dues.

In the Final Report, we concluded that the University’s reimbursement of Dr. Ladner’s Metropolitan Club.expenses. -
(36,729.47) was hot Usiversity-related.” ™ ~

“Dr- Ladner's Response' DrLadner provided information that 10% of his usc of the Metropolitan Club was

University-related.

Recommendation: The amount of the reimbursement treated as a personal expense should be reduced to $6,000.

© 2005 Protiviti inc. Th'sdommenusbrywintemamseon)yandmaynotbedish'ibtﬂedtoanyoherﬂirdpafty. 9
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10.  Misceflaneous.

_ Inthe Final Report, we concluded that the following were personal expenses:

Expenses for items charged by drivers, 3$1,303.72
including 50% of gas . ’ K

Financial services (tax return preparation) . 750.00

Medical services 407.00

Minibar purchases 519.16

XM radio for both cars 404.43
Total . $3,384.31

Dr. Ladner’s Response: Dr. Ladner indicated that the minibar purchases did not include any alcoholic beverages.

Recommendation: Minibar expenses should not be treated as personal expenses.

We attach a chart summarizing our ﬁndings as to personal expenses.

AUSF 009923
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SUMMARY OF PERSONAL EXPENSES

N —

MO AW
- Al

Y 2003 FY 2004 FY 2005 Total

Chef’s services $76,504.77 $67,055.98 $62,483.99 $206,044 .74
Senior staff assistant 15,980.84 17,727.08 . 18,944.16 52,652.08

services
Driver's services 23,860.54 20,878.26 9,087.81 53,826.61
Food at Residence 2},686.03 22,789.42 23,507.64 67,983.09
Food at Gibson Island 5,421.51 5,697.35 5,876.91 16,995.77
Wine and liquor 15,496.53 10,627.85 17.360.11 43,484.49
Entertaining 4,893.26 8,421.90 4,097.75 17,412.91
Travel 99.63 9,339.49 4,565.22 14,004.34
Automobiles . 696.74 - 14,109.96 2,096.18 16,902.88
Credit card charges by 4,480.44 3,420.07 4,623.63 12,524.14

Mrs. Ladner
Limousine rental 696.94 1,410.72 3,752.28 5,859.94
Meropolitan Chb - 6,000.00 - 6,000.00
Financial services - 750.00 - 750.00
Credit card charges by - - 1,303.72 1,303.72

drivers
Medical services - - 407.00 407.00
XM radio - 26.61 377.82 . _404.43

~ Total $169,817.23 $188,254.69° $158,494.22 $516,556.14

© 2005 Protiviti Inc.  This document is or your intemal use only and may not be distriuted 1o any other thérd party.
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1.

Sta ' t H. o”

I'am currenty, mdhavcbccnsmc:Dccmbctl 1996, theExwunveAs&smnt
to the President of American University, Dr. Benjamin Ladner, .
This statement is the result of an initial 30 minute telephone convcx:sauon Lhad
with Mr. Joseph a0d M. Ryan on Wednesday, September 14%. The mmal
purpose was for Mr. Ryan to bcmt:roduced to me and t hear my views on th:s
matter. I met with Mr. Joseph the followmgdayaod took a scries ofscveml .
additional days to cornplete my work on my own. The atrorneys asked me to -
tevicw for onc last time all of the records available ro me ro answer a series of o
questions. This tmultmg statement js one where I have drafied much of the
language you see myself, or reviewed and jq a few instances adopted lknguage
wiitten by the attorneys because it accumtcly reflected what I told them. I have _

not been put under any pressure to addrcss or change any fact or word in thxs

-Sttement and every sentence hese accurately reflects my views.

have analyzed and calculated at the tequest of Dr. Ladner . o
A D Ladncx’sca]mdarﬂ:omApn!l 2002thmughApnl30 2oosana G

all-edic potes-for- i same

B.  Daver’s schedule for the same timc period
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 oy-biny wavel sheets o the saim time period

D. ‘Favozites’ data base for favorire Testzurants by ciry

4. ImakemystztcmentsbascduponmyrtncwofthcsedOCmnmtsIhavc, :

described as well as my personal lmowicdgc of the schedule and babits of Dr.

Ladner. . ‘

I estimate that Dr. Ladger spent 300 days at his house in Gibsoa Island dunng | o
the 1, 125 days between Apdl 1, 2002 ang Apn] 30, 2005, or 2pprox1matdy 26% ) ':

of his tirne. '

Te s @0t Dr. Ladner's habit to hold unscheduled ox impromptu Universiry-

related meetings at the President’s residence (the “Residence’ ") at lunch or

For example, I either lmow through personal observation or have heard through

conversations with the Residence staff (ptiot to April 2005) that Dx. Ladner _.

0

University-relateg €xpenses and his family’s personal cxpenses where handled o I

AUSF 009926
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Dr. Ladner smmnb:Mdmmngmtm&cBm¢md tbatfbc

expcnscswmmackedtbmugh“Donsshop”(theOfﬁccomeancc)mddam :
reconciled at the end of each year. Idonotteca!l the Spcd.ﬁcarcmnstance ﬁ:at '

promptcdhlstdhngmcthatbmndxdanswuqusnonslhad astaslcammg ,

my job. .
. In the fallof19971mctwid1Dr.Ladncr,asInoxmallydidevarywcakday

morning at 8:00 am. I handed him an accepted invitation for an event that same

cvening. The instructions printed on the invitation asked that it be pxtscnted at

the door for admission. We were nearing the end of our meceting and ] lookcd
down to browse my notes and be sure [ had all my questions answezed. When I
looked up from my notes I did not see the invitation which I expected would bc

on this desk. In an effort to be sure it had not been misplaced 1 asked Dr.

Ladner what he had done with it His immediate response was “How dare you '

ask me what I have done with something. That is none of your business.” ]

was very quick to defend my action todicating I was just afraid it had been

misplaced — I was just trying to help. Hw respoase to my defense was, “it is not :

yout job to check up on me. Idmdﬁncbefotcyoucamcand,lwxuagamxfyou

leave.”

- On December 2, 1998, Ms. Karya Thonns was hired 25 Senior Stnﬂ'Asszstnnt at

t}m"Prcsid‘ent’S Kesxdcnce (hex workmg txtlcvvas Mrs. Iadm:r’s AWML

‘worked in the Residence until ]a.mmry 4, 1999, when she resigoed her poeunOn.

As Mrs. Ladner is nota Unthnty cmploye, I rechnically Supcrviseq this

> ""'tv
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position, and, therefore, Ms. Thomas callcd me to provide me with her-
resignation. Inrcngmng,Ms.Thonnsstatcd that she was orhadbeenan N
arnbassador’s wife, and therefore knew how personal and business ¢ &pcnscs of -
an official residence, like the Ladncx’s Residence, should be maintaiged. _
Ms. Thomas expressed her concern that there was 10 separation ofpczaohél -
and University-related ©xpenses at the Residence. Ms. Thomas statcd thztshc

“could not be 2 part of this” and resigned.

10. In my duties as Dr. Ladner’s Executive Assistant, I kaew that Dy, Ladner did. |

11. To response to these concerns, Dr. Ladner became quite 20g1y and infotmed me

explained that “Don’s shop” tracked and calculated all the personal beaefits

that he and Mis, Ladner reccive from Living at the Residence and from his

sexvice as President and that, at the end of each year, he had 1o “serqe up » He
saxdt}mtmxszsanmangmxmthchzswnhtthomd and thathchasthd‘:“ﬁ;ﬂ. :

support.”

12-Shortly thereafrer-onthe Samie day, M. Thomas called me again She said that

Dr. Ladner had just called he and was yelling at her about her accusations 2nd -

4., . : AUSF 009928
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14,

to!dhc:tolcavctheRcsldencclmmcdntzly Shctoldmcshcmdomgsoand SR

also wamed me t}mlshOuldbccatcﬁﬂwoxlnngforamanlikcthar.

Based on Dr. l.adnczsrep:cscnmnonmmcthnthcxccavedandpmdanamual

bill from the University for his persopal « expenses, I proceeded with my dax}y

responsibilities. I processed cxpcnsc accouats and reports provided to me by

Dr. Ladoer that included both personal expenses of the Ladncx's and Umvcmty- .

related expendinures,

Dr. Ladner has always insisted on ﬁrst-class hotel accommodations when

hc/they tavcled. Eary jo my emplcymcnt at the University, he gave me 2 copy~

of “American Exptess’ Corporate Platnurn Card Fige Hotel$ and Resorts”
guide to use as a resource in selecting hotels for their ovcx.mght stays. Dr.
Ladner also often sifted through hote] btochurcs he had brought back from

when planning 2 mp The guidance was to stay below $600/ mghx
internationally and $400/night domestically while sg]1 honoring hzs spcmﬁc

requests. Sometimes that was nop Possible, and Dr. Ladner was always made . .

aware of the room be Y/ R

Jater-thar day—The Fer o this is one additional night's lodgmg

-5. .

- e
)

!’:.
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abktoscamd)csamccnummhchadandlikcdmaprmousmp The '

emphasis Wwas consistently placed on “hlscboosmg the very best.”
]7.thnplannmgatnpforDr_Iadnexbcwotﬂdsaysomedungontheordcxof,

see:fyoucmgttNanqandmcaxesmbonfordnmczat: LaG*zvrochem

Loodon. (He sugpested I tuvoke The Rul:t of Shatjah’s name xf I bave any

wouble getting the reservation ar L4 Gavroche.) For Los Angeles he' ade 2. )

similar request for Valcnuno or Water Gill; New York for Daniels or Brassede

La Cote Basque ; mPamforGuySavoydeestamamAlamDucasscmle

Athenee. Dr. Ladaer would occasionally tell me t;hat he “made o excuse for b.zs E

travel standards” He said the Board Wzs awaze of how he travels and that he

+ London, Rome or Pass (he would decide which) $0 he could rest rather than

flying srraight through when coming or going from AU Shatjab. I do not reca]l' .

any instances where Dy, Ladner met with dcvclopmcnt contacts during these -

layovers that arc not already noted oq his calendar,

19 Anothcronc > of may duucsntompe;nscthcpmmfs diver. T ” Foi k R

—up-the-ddver's diniesinis thtee broad categoncs (1) dx:!vmg passengers, both

University-related and Personal, 23 desipnated by Dr. Ladner, @ nmmng
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errands for the Residence and, OCC_aSiQI_tany,'fOI the Presideng’s office, (3) '

vehidle repairs, maintenance, fueling, dqning and other,

20.Hav—ingvaywcﬁmyrwicwedtbcdﬁyu’scalnzdzzdcmﬂssmceZOwaouH. aE
csﬁmpcthzr,mdﬁvingpassmgm,mcdﬁmspmso%ofmsdmec_lﬁvingDz. -

21. Several years ago, Mrs. Ladner called ope afternoon and-asked that | schedulc: '

e e _——
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handled the residence event calcndax during this peziod) Th:ough that nmc, I
belped Mrs. Ladner with scheduhng persomal appomtmcnts, reﬁ]Iing ' |
prescription(s), coordinating dz:mng needs mdudmg both pcrsonal and ‘
University related errands, and coordinating maintcpance in the Rwdencc_ 1 |
spent roughly 10 hours ofmywozkwcekacnngstzs Ladnet’s Assismnt -
during that pedod.  Of that timc, I esmate ] spcnt 2-3 hours 2 week hmdhng
Mrs. Ladner’s personal requests. (My wotk week du:ing thgt timeftame was 65 _:_ ;
— 70 bours.) _ _
23. In preparing to produce Dr. Ladner’s calendar as part of the Board of Trustees® . |
investigation, Dr. Ladnex instructed me, on May 2, 2005, to add into his
calendar for June 5, 2004 a luach withJames Creagan of John Cabot Umvcmuy |
On May 4, 2005, Dr. Ladner further instructed me to add invo his calcnda:for
Februaty 16, 2005 2 lunch with Hani Farsi (AU Board Mexmbez); for July 20,
2003 a meeting with The Ruler of Shasjah (in London); and on November 30,
2004 a meetiog in New York with Bill Jacobs (former Chair, AU Boa.td) 1 have'
no information or independent kmowledge if Dr. Ladner instructed me to add . .
these meetings into his calendar because these meetings actually occurred. and N
had been inadvertently left off his calendar I simply have no way of knowmg

whether such mieetings took place or not.

*% S00n afier the iavestigarion of Dr. Ladner's cxpendinures began, 1 reslized bis_ -

R
s

pcmonalzgd_busmcsscxpmscsmnmbmg Separad mnmﬂyashthﬁ*mﬁ******—"*—— —

me.  Additionally, the “settling up” at the end of each yeat was not 4 bill -
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amount being assessed to his taxcs as ‘imputcd income.” Tbc mrm, “imputcd
income” is one I am gencrally ﬁmxha:wxd:. I nlso understand the chﬁfucncc
between paying taxes on the va]uc of somethmg that benefits the person-and
80t the University, vs. relmbumng the University for the actual cost of that
tem. :

25.1In the weeklcadmgup to August24 2005, Dr. Ladner told me “it torns Out '
we've paid AU back too much for onr personal stuff”

26. On Apiil 26, 2005, Randy Goodman mer with Dr. Ladner in the president’s * -

officc. After the meeting had been vnderway for 2 while, Dr. Ladner. cmerged

chucsting coffee for the two of them. mecdntdy asked my nomal
question, are you having your usual Statbucks — double tall Jatte. He motxoncd
for me to be quict and said jn a very low voice no the kitchen coffee § 1s what is
appropuate for this meeting. As s00n as Mr. Goodman exited the building

(which was about 10 minures later) Dr. Iadner buzzed me on the intetcom and

said, “now get my Starbucks >

27. In my carly days at AU, Dr. Ladner had developed 2 habit of tossing documents

on the ledge of my desk. These documents-often slid off the ledge down onto

the work surface of my desk. On one occasion, he acmally hit me in the face -




me why I put of with that sort of discegard. Afixta!imglmnstcxcdﬂnc
coungtmsundmdtcﬂhnntoucver&xmdocumcmsatmcagam. Myoﬁcc

mate was in the r00m at the ime as was tbchvost.

28. Dr. Ladoer's schedule was maintained with strict confidentially at his diréction. |
Avthorized access was limited to Mzs. Ladne_r, my assistant and se. Under this
shroud of sccrecy, it was a scrious handicap to organize the access and .
avallability required for cabinet members, deans and other senior admxmstmnvc L L
members of the University (as well as Dz Ladner’s personal staff) to
functionally move forward with their responsibilitics. As a practical matter, f -
building and Residence repairs and matntenance were often scheduled atthelast )
minute with 3 very small window 10 complete nceded tzslcs At timeg, a
premium had to be paid to have wotkers petform their duties at 2 Gme stnct}y
of the Ladner’s choosmg, inchuding mghs and weekends.

29. On June 15, 2005, Mzs. B. Smith and het hosband met with Ds. Ladner. 1

" offered them refreshment from the kitchen npon their atxval Before'T had the.
Opportunity to give them thei beverages, Dr. Ladner bad ushered them iato bis. -
office and began the mecting. As soon as the beverages werc prepared, my -
assistant and I carried them into Dr. L;xdx.:t&'s office and gave them to his
gucsts. Dz Ladner’s comment as rhcy are bcm.g served, “I don’t normilly ask

my stsz todo th:s sort of thing” However, this sort of * ‘thing” was a xcgulzx e

eccurrence:~"Fhisisthe firstasd-Gnly fiffe T Tecall i making that remagk fo

guests who wete being setved.

-10- AUSF 009934 ;.
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30. I have indicated to connsel for the Board of Trustees my secious personal -

concern that by disclosing the informarion in this SWOID statement, it will be

incorrecty interpreted by Dr. Ladner-aod others to be 2 disloyal aét ') hm - '
do not intend my actions o be dmk:y'al, buzonerwﬂtofmyzcnon wdayxsthat
I am certain Dr. La.dncrwﬂlnothshmctorcmm to my duties sctvmghxm I
further fear that because I have answered tmthfullyhczc,mwoxdst}mrlhavc -
chosen, my futute employment statas at Amesican, University, including
prospects for promotion and advanccmmt are clouded by my decision

answer fully and that I am hkely o be the subject of retaliatory conduct formy
actions. Because I believe I will be retaliated against, 1 have sought and xecezvcd

assurances this will not be the case.

I declare under penaldes of Petjury under the laws of the Districe of Co}umbn .

that the foregoing is true and cozrect to the best of my recollection,

A

t H. Cleoomer
1. . AUSF 009935
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<Jfcreagan@yahoo.com> cc:

09/09/2005 12:45 PM

Dear Mr. Joseph:

I have your letter of Auguet 30, 2005 which has been
forwarded to me. I retired from John Cabot University
in August and have just arrived at the University of
Notre Dame where I am a Guest Schoar and informal
"Ambassador in Residence’.

I am afraid that I cannot provide the kind of
specificity you indicated for my meetings in Rome with
Dr. Ladner. My agendas and calendars are in my
househhold shipment, and ,in any case, I often
arranged meetings over the phone directly with my
interlocutors. That would be especially true for a )
Saturday meeting, when I would be in the office but my -
secretary would not be there. She would get after me
for doing things myself, but I did it anyway.

I certainly met with Dr. Ladner several times in Rome
and perhaps on the Saturday, June 5, 2004 you have
noted. I remember showing him around the new facilties
at JCU on one occcasion and going to lunch down the
street. His wife was present on at least two
occasions. My wife-who was a consultant and
instrumental in JCU marketing, facilties and matters
involving visiting students- joined us on one of the
occasions in a nearby piazza, but could not stay
beyond a first course. I would have discussed the
benefits of a semester in Rome for AU students, and I
was especially interested in the possibility of a
semester at AU for our Italian and thirg country
students at JCU. Ben Ladner understood the mutually
beneficial nature of that for both university
students and for the institutions.

In sum, what I can tell you is that I met with Ben
Ladner several times theae past few years and we
discussed university business over food. What I can't
give you are dates and details. Having just moved from
Rome makes that pinpointing of schedules and dates
even more difficult.

Sincerely,

James F. Creagan

--~ James_Joseph@aporter.com wrote:

> President Creagan, As discussed in the attached
letter; -I am counsel " - -~ - - o T

to the Board of Trustees of American University. ia.
z : _

EXHIBIT 2

James Creagan To: James JosephlAnyIDC.lAmoldAndPorter@APORTER

Subject: Re: Question regarding American University

Washingt o —pe—=—F
am conducting an investigation into certain travel
and personal

expenses of Dr. Benjamin Ladner, the University's
President. I would

apprecjate it if you could review the attached

VVVVYVYVvyy
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letter and confirm any

meetings you may have had with Dr. Ladner, as
requested. Thank you

very much for taking the time to respond to this
inquire. Your prompt

attention is appreciated.

(See attached file: Creagan Letter (086316-1
08_30_2005 10_40_01
AM)_ (DC_1444598_1) . PDF)

U.S. Treasury Circular 230 Notice

Any U.S. federal tax advice included in thisg
communication {including

any attachments) was not intended or written to be
used, and cannot be

used, for the purpose of (i) avoiding U.S. federal
tax-related

penalties or (ii) promoting, marketing or
recommending to another

party any tax-related matter addressed herein.

This communication may contain information that is
legally privileged,

confidential or exempt from disclosure. If You are
not the intended

recipient, please note that any dissemination,
distribution, or

copying

of this communication ig strictly prohibited.
Anyone who receives

this .

message in erxor should notify the sender
immediately by telephone or ’

by return e-mail and delete it from his or her
computer.

James Joseph
James_Joseph@aporter.com

Arnold & Porter LLP Telephone:
202-942-5355

555 Twelfth Street, NW Fax:
202-942-5999

Washington, DC 20004-1202

.Foz.moreninformacion-about-Arnold‘&'Portéf”LLPT

clipk_@gre:

VVYVVVVVVVV
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ARNOLD & PORTER Lip Jimes P. Joseph

James_Joseph@aporter.com

202.942.5355
2029425999 Fax
202 251.7319 Call

555 Twoltth Street, NW
Washington, DC 200041206

August 30, 2005

VIA FACSIMILE AND ELECTRONIC MAIL !

James Creagan
President

John Cabot University
Via della Lungara, 233
Rome, Italy 00165

Dear President Creagan:

I'am counsel to the Board of Trustees of American University in Washington,
D.C. I'am conducting an investigation on behalf of the Board into certain travel and
personal expense reimbursements of Benjamin Ladner. As part of this investigation, { am
confirming certain meetings in Dr. Ladner’s calendar,

I would appreciate it if you would provide me with details (i.e., date, time and
length and Jocation) of meetings, if any, that you have had in Rome with Dr. Ladner since
January 2003. In particular, please confirm that you met with Dr. Ladner on Saturday,
June 5, 2004, the length of such meeting, location, whether Junch was served and
attendees.

If you have any question, please contact me at 202-942-5355 or
James _Joscph@aporter.com. Also, if you want to confirm my status as counsel to the
Board, you may contact Leslie Bains, Chair of the Board, at 646-552-3006. Finally, we
would appreciate it if you would not discuss this with Dr. Ladner, who has been placed
on administrative leave pending completion of the Board's investigation.

Thank you for your cooperation

Sincerely,

. A R ‘l.__ i - -
- - Y=

cc: Leslie E. Bains

Washingion, DC New York London Brussals Los Angeles Century City Northern Virginia Denver
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