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RAY DEAL
DOMATNSENEWMEDIA.COM v. HILTON HEAD ISLAND - BLUFFTON CHAMEER OF COMMERCE

February 23, 2015

IN THE COURT OF COMMON PLEAS
FOURTEENTH JUDICIAL CIRCUIT
STATE OF SOUTH CAROLINA
COUNTY OF BEAUFORT

DOMAINSNEWMEDIA.COM, LLC,

Plaintiff,

vSs. CIVIL ACTION NUMBER
2013-CpP-07-0080

HILTON HEAD ISLAND - BLUFFTON CHAMBER OF
COMMERCE, ‘

Defendant.

The 30(By(6)DEPOSITION OF THE DEFENDANT
HILTON HEAD ISLAND - BLUFFTON CHAMBER OF
COMMERCE, DESIGNEE, RAY DEAL, a witness in the
above—entitled cause,‘taken pursuant to Notice
and agreement, before Kyle J. Saniga, Certified
Court Reporter and Notary Public, at the McNair
Law Firm, 23-B Shelter Cove Lane, Suite 400,
Hilton Head, South Carolina, on the 23rd day of
February 2015, commencing at or about the hour

of 11:37 a.m.
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FOR THE DEFENDANT:
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BESS DURANT, ATTORNEY AT LAW
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ALSO PRESENT:
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DOMAINSENEWMEDIA.COM v. HILTON HEAD ISLAND -~ BLUFFTON CHAMRER OF COMMERCE

February 23, 2015

PX-4

PX-5

DOCUMENTARY EVIDENTCE

NUMBER ' DESCRIPTiON PAGE

Hilton Head Island - Bluffton
Chamber Of Commerce Financial
Information Years Ended

June 30, 2010 ‘and 2009 and
Independent Auditors' Report 11

Letter from William Miles to
Amy Duffy dated May 3, 2013 67
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RAY DEAL
DOMAINSENEWMEDIA COM v, HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
RAY DEAL,
having been produced and first dﬁly sSworn as a
witness, testified aé follows:
DIRECT EXAMINATION
MR. STEPP: Mr. Leddy, this is Ray
Deal. Y'all met before the deposition
but Ray is our designated witness for
topics 2, 3 and 6.
BY MR. LEDDY:

o) Mr. Deal, I'm Micah Leddy. I represent
domainsnewmedia.com LLC. Do you -- have you
ever done a deposition before?

A I have not.

Q Okay. So, a deposition is sworn
testimony. You've been sworn in and it's just
like if you were in court and you were to
testify except we don't have a judge here,
obviously, but everything that you say will be
made a part of the record.

If I ask you a.question and you answer
it then I'm going to assume that you understood
it, okay. If you don't understand my question
then you need to ask me to clarify it not your

attorney. You're not to ask him questiors
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RAY DEAL
DOMAINSENEWMEDIA.COM v HILTON HEAD ISLAND - BLUFFTON CHAMEER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)

throughout the course of this.

A Ckay.
Q Obviously we don't have a judge here
but your attorney may object to questions. If

he does, then you will still answer the question

unless.he tells you not to answer the question
but typicaliy the objections are all preserved
for later and you'll still give an answer.
Okay?

A Uh-huh.

Q If you need to take a break or
something then just let me know.

How long have you -- so tell me where

you work and what your position is.

A I. am the Controller at the Hilton Head

Island Bluffton Chamber of Commerce. I have
'been employed since August 1lst 2005.
Q Okay. And what does a Controller do?
A T handle all of the financial’
activities, Human Rgsources and facilities at
the Chamber.

o) Okay. When you say the 'handle

financial ,activites', do you actually manage the

bank accounts?
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DOMATINSENEWMEDIA COM v. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)

A I do.

Q And tell me how the bank accounts are
setup for the Chamber. Is there one account?
Two accounts?

A We have one primary operating account
with Bank of America who also holds the mortgage
on our facility.

We have rodghly ten to 12 other bank
accounts that are setup to handle surplus cash

throughout the year.

Q Those are also with Bank of America?
A No.:

Q Who --

A Various, various banks around the

island.

Q . Are they all local banks?

A They have local branches but most of
them, of course, are not based here.

Q' Okay. .So, the one primary account, is
that where the vast majority of the operating
cash for the Chamber resides?

A It is where most of the transactions
occur but in the case of -- and generally

speaking to the -- be under FDIC, you know,
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RAY DEAL
DOMAINSENEWMEDIA.COM v. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
regulatory $250,000 obviously guaranteed, you
know, 1in case something happens we try to spread
the money around to other banks.

Q - So that's the reason why you have ten
or 12 different baﬂké?

A Correct:

Q Because I have noticed in the audits
that they make reference to your acéounts being
over 250,000 but sayihg that the credit risk for
that particular bank is negligible?

A On occgsion there will be some accounts
that go over 250,000. For the main operating
account, for inétance, if we have an influx of,
cash from say fhe South Carolina PRT, which
might be more than a million dollars it will
take a few days'slash weeks to basically
redistribute that money to other institutions.

Q  Okay.

A So there might be a small time that
there's a balance of over 250,000 in any ocne
account.

0 Okay. Now, who gets to sign checks off
of these accounts?

A Bill Miles .and I are the primary people
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RAY DEAL
DOMATNSENEWMEDIA COM v, HILTON HEAD ISLAND - BLUFFTON CHAMEER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
that can sign checks.

Q Okay. So you can sign checks?

A That is correct.

Q All right. And will a particular
marketing campaign say, for instance, a campaign
to run ads in Southern Living --=

A Uh-huh.

Q -—- will that campaign all be paid out
of one account or could it come out of multiple.
different accounts?

A It'll all be paid out of one account,

the Bank of America account, yes, sir.

Q Okay. So when money comes in from,
let's say it comes if from the -—- a PRT grant,
okay?

A Uh-huh

Q Yes?

A Yes.

Q All right. I forgot to tell you that
but you —--

A Excuse me, yes.

Q -- need to answer audibly.

A Yes.

o) I knew I forgot to tell you something.

Page 8

COASTAL COURT REPORTING INC.
800.791.1100 - COASTALCOURT.COM

415



RAY DEAL
DOMATNSENEWMEDIA COM v. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE i February 23, 2015

Page 9
1 LEDDY - DEAL (DIRECT EXAMINATION)
2 Say a million dollars comes in, how
3 does that get coded in terms of keeping track of
4 what it's used for? Can you explain that to me?
5 A I can. When the million dollars comes
6 in it is coded in we have a government funds
7 section of the -- of our P & L on the first page
8 and those funds are coded to the South Carolina
-9 grant.A | \
10 , Now, all of the funds go into the --
11 physically-go into the Bank of America operating -
12 account but they are coded in our Peachtree
13 accounting system as South Carolina states; you
| 14 know, Parks, Recreation, Tourism receipt.
|
‘ 15 Q So you keep a ledger for each one of
16 the cash infusions, would that be correct?
17 A Absolutely.
18 Q Ahd if you were to get a million
19 dollars and then transfer 50,000 of that into
20 ancther bank's account, one of these ten to 12
21 other accounts --
22 Py Uh-huh. .
23 o) -- then the coding saying that it came
24 from that PRT funds would follow that money to
25 that bank?
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RAY DEAL .
DOGMAINSENEWMEDIA COM v. HILTON HEAD ISLAND - BRLUFFTON CHARMEER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)

A The coding of the original receipt of
the, you know, million dollars, you know, shows
up on the P & L as, you know, as a revenue --

Q Okay.

A -- for that particular account. Now,
where it goes in the bank is kind of immaterial.

Q So, you have -- and I don't mean that

the code would be in the bank itself's

records --
A Right.
Q -- but it would just be in your

accounting software?

A Yes, we know where the money goes, yes.

Q Okay. And you keep a ledger that will
have that code, so if you were to click I guess
maybe on that particular cash infusion you would
have a ledger that says 50,000 was transferred
this bank for Southern Living-?

A Yes. We have a check request when the
move -- when the funds are moved there's a check
request to show exactly, you know, what account
and what date they were moved.

0 Okay. And then when that ledger shows

that those funds have been exhausted? How do

Page 10
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DOMATINSENEWMEDIA COM v HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
you keep track of knowing not to spend any more
‘money on that particular grant? |
A Well, we have expense codes that are
setup; in the case of the South Carolina PRT we
have expense codes that are setup that show how
-- exactly how the one -- you know, how the
one million dollars is spent throughout the
year.
Q Okay.
A And that is outlined in our audit on

the last page of the audit.

Q Okay. Let's look at an example of the
audit.
A Sure.

Q Maybe that'll help.
(Whereupon, Plaintiff's Exhibit
Number 4 was marked for
identificaﬁion.)
BY MR. LEDDY:
Q Are you taking a look at what's been

marked as Exhibit 472

A I am.
Q And are you familiar with this?
A I am very familiar with this.

Page 11
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DOMATNSENEWMEDIA COM v. HILTON HEAD ISLAND - BLUFFTON CHAMEER OF COMMERCE February 23, 2015

Page 12
LEDDY - DEAL (DIRECT EXAMINATION)

Q Okay, good. Can you tell me what this
is?

A This is our fiscal year ending audit
for the fiscal year June 30th 2010. It was
prepared by JW Hunt & Company.

Q Okay. And you were Controller - -of the
organization at the time that this was prepared?

A Yes, I was.

Q So you would be very familiar with it,
indeed, I would suppose?

A Yes.

Q All right. ©Now, in speaking with Ms.
Thomas, earlier, it's my understanding that the
primary public funding that comes in is either

through Atax or through a PRT grant?

A Correct.

Q And that's a destination marketing
grant?

A Correct.

Q And do you know what the full budget --
how much is the total budget for Hilton Head
Island Chamber of Commerce?

A $6.7 million.

Q And out of the 6.7 million, how much do

COASTAL COURT REPORTING INC.
800.791.1100 - COASTARLCOURT.COM
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DOMAINSENEWMEDIA.COM v, HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE February 23, 2015

Page 13

1 LEDDY - DEAL (DIRECT EXAMINATION)

2 you get from Atax and the main PRT grant?

3 A . From Atax and the main PRT grant you're

4 looking at about 1.4 plus two point -- total

5 probably $2.7 million.

6 Q Out of the 6.77

7 -A Yes.

8 Q And then how much comes in from the

9 smaller more specific grants?
10 A Well, are we talking about a specific
11 year or are we talking just in generalities?

12 Q I guess —-- it must fluctuate if you're
13 asking. )
14 ‘A It does.

15 Q Okay. Well, how about the last year?
16 A Okay, this past  year, this past year we
17 received, for instanée, in the Town of Hilton

18 Head about $1.4 million, which is related to the
19 state, the two percent state accommodations

20 taxes.

21 We received almost $300,000 additional
22 for the supplemental grants, for instance, for
23 golf or culinary or tennis or whatever those

% 24 were. I can't remember, specifically.
25 Q Okay. So you got about 1.47?
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RAY DEAL
DOMAYNSENEWMEDIA.COM V. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
A 1.4 from the normal DMO grant and then
another $300,000, so it was a total of
$1.7 million.
Q Okay. So, last year you got about

300,000 from:Hilton Head for the specific

grants?
A ' .That's correct.
Q So I guess what I'm saying, the point

of my queétion is, realiy, you have a difference
of between 6.7 total budget and 2.7 coming from
the main Atax and PRT you have a four million
dollar gap there. - How much of the four ﬁillion
gets filled with private contributions?

A The Chamber, as I said, the Chamber
budget, which is completely private, is
1.7 million.

The private dollars on the VCB side are
almost 1.5 million and then, of course, you have
to take into consideration Beaufort County, you
know, the Beaufort County‘funds that come in as
well as the Town of Bluff£on.

Q Okay. So 1.7 million private for the
Chamber. 1.5 million private for the V and CB?

A Yes.

Page 14
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RAY DEAL
DOMATNSENEWMEDIA.COM v HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE i

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
Q And then that adds up to 3.2, so we're
about 3.5 million still in a gap there.

Where does that money come from? So if
you have 1.7 millioﬁ private money for the
Chamber, rigﬂt?

A  Yes.‘
Q And you have 1.5 million private money

for the'Visitor and Convention Bureau?

A Right.
- Q So that's 3.2 million?
A Right.

'Q And your total'budget's 6.77
>A Right, so the government‘funds were a
total of 3.5 million, so.... .
Q Okay.

‘.A Of which 1.7 million was the Towﬁ of
Hilton Head and-$1.3, 1.4 million dollars was
the éarks ~— the PRT monies and then $150, 000
from the Town of Bluffton and 322,000 from
Beaufort County.

(o) Okay. Now, the two -—- the main Atax
funding, not counting the specific Atax --
A Supplemental, uh-huh.

Q -- the supplementals, that comes in
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RAY DEAL
DOMAINSENEWMEDIA.COM v. HILTON HEAD ISLAND - BLUFFTON CHAMRER OF CQMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)

quarterly infusions --

A That's correct.

Q —-- from these various municipalities?
A Correct.

Q Every three months you'll get wire

transfers in?

A Wire transfers or checks.

Q Or checks.

At Depends on the municipality.

Q Okay. But every three months they
bring -- they give you a lump sum of cash?

A Correct.

Q And that's based on a marketing plan
that was submitted and approved and also the

revénues that were actually realized by the

State?
A That's correct.
Q So, regardless of whatever they said

they would be willing to give’you, that number
might go down if tax revenues are off?

A That's correct.

Q Okay. And do they ever pay you more if
there's more taxes?

A Absolutely.
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RAY DEAL

DOMAINSENEWMEDIA COM v. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

Q
A

LEDDY - DEAL

- Okay.

It varies,

again,

(DIRECT EXAMINATION) )

based on the budget.

I mean the budget is a plan.

It's an

differ.

Q

expectation, but yes, the actual receipts could

Okay. So, if you were expecting to get

$100,000 and you get a transaction or a check

for 125 —--

A Uh-huh.

Q —— you would have a surplus of $25,000,
right?

A That's correct.

Q And does that money then end up getting
used for —-- how does that money get used?

A Well. As Susaﬁ explained, eariier, you
know, that's -- thatfs a decision that's madé at

the marketing council level as well as by our

. professional staff to say, okay, where should we
bolster our marketing program this year because
we have some more money, and by the same token,
if it's $25,000 less we need to figure out for
the rest of the fiscal year what we're going to
cut back on.

o) Okay. Now, how odften do you go through
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DOMATNSENEWMEDIA.COM v. HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)

these various accounts and see what has been
spent? Is . that what you do all day?
A Pretty much, vyes,

Q Okay. So everyday you look at all the

different accounts and see who spent money on

what?
A Yeah, I wouldn't say everyday.
Q Okay.
A I would say every week.
Q Okay.
A © Everyday is probably a little bit much,

but yes, and we do obviously look at the end of
the month because we produce monthly financial
statements so I look at every  single line item,
every single detail, every month very closely.

Q Okay. And the monthly statements that
you do, is that for in-house?

A Yes.

o) And are those transmitted to any
government -agencies?

A On occasion they are. There are some
grants that ask for what are your —-- you know,
what is your last fiscal year financials?

Generally speaking, we would give the audit in
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Page 19

1 LEDDY - DEAL (DIRECT EXAMINATION)

2 that case.

3 In some instances I -- and I can't

4 recall specifically which, the-last four, you

5 know, your year-to-date internal because

6 obviouély the audit hasn't been done.

7 Q Okay. But, you would agree with me

8 that there are a lot of different marketing

9 campaigns that are ongoing, at any given moment?
10 A Correct.

11 Q OCkay. And eéch one of those will have
12 -— you will have an account setup for in your

13 accounting software? %
14 A Yeé. i ‘ o

151 . Q And so your internal financials show :
16 | exactly how much Wés'spgnt-on every single one
17 of those campaigns?. '

18 A Yes.

19 Q And do you have, also, in your
20 accounting software, the budgeted amount that
21 you were.forecast to spend on each one of those

; 22 different campaigns?
{ 23 | A In the software, itself, we create a

24 budget at the very beginning of the year, so
25 yves, there is a budget that's approved by our

COASTAL COURT REPORTING INC
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RAY DEAL
DOMATNSENEWMEDIA.COM v, HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE

February 23, 2015

LEDDY - DEAL (DIRECT EXAMINATION)
board in May for the coming -- for the coming
fiscal year, yes.

Q So if I asked you to, you could say,
here we are February 23rd and on the Southern
Living account for V and CB we budgeted this
much and we have thus far spent this much. We
budgeted A, we've spent B and the money that we
-spent came from the following sources? |

A Yeah. The answer to that question is,
we don't have specifically like Southern Living
or vendors that are on our internal reports, so
if you ask me how much we've spent with Southegn
Living I'd have to run a different report but '
generally the budget is, okay, let's talk about
Bluffton DMO marketing so I can tell you exactly
what was budgeted for that line item and what
we've spent.

Now, Southern Living would probably be
in that somewhere but maybe there might be a
couple other vendors, too, because generally
speaking one campaign doesn't just have one
vendor, one campaign might have multiple
vendors.

Q Right. Do you keep a separate -- do
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1 LEDDY - DEAL (DIRECT EXAMINATION)

2 you organize your accounting software to keep

3 track of it both by vendor and by campaign?

4 A Yes, we do.

5 Q So you could run a report just for

6 Southern Living?

7 A Yes.

8 Q You could run a report just for that

9 particular campaign?

10 A Yes.

11 Q And that report could show what the

12 budgeted amount was versus how much has been

13 spent?

14 A Correct.

15 Q So that somebody like Susan could say,
16°|. we have a surplus that came in, run me reports
17 | for how much wé spent versus our budget and then
18 she could make a decision about increasing that
19 particular campaign or decreasing that
20 particular campaign? -
21 A That's correct.
22 Q Okay. Now, but when you prepare the
23 financial data that goes back to government
24 agencies --
25 A Uh-huh.
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L

EDDY - DEAL (DIRECT EXAMINATION)

Q —— that is not your internal financial
documents that you do on a monthly basis?

A Correct. It's a summary at the year —--
at the end of the year.

Q Okay. And --

A In the audit, yes.‘

Q And that is actually prepared by a
third party? |

A The audit is prepared by a third party,
JW Hunt, yes.

Q And so they get your -- the documents
and reports that you generate, yourself, right?

A Right.

Q And they also pull your bank records
and they compare the two?

A Correct.

Q That's an audit, right?

A Right.

0 Okay. And then they prepare this

particular report?

A Yes.

o) And that goes to the government
agencies?

A Correct.
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excuse me, the revenues and expenses, that's a

Page 23
LEDDY - DEAL (DIRECT EXAMINATION)

Q It may be used -— this report might be
used as an attachment to the marketing plan
application for next year?

A It generally is;

Q It generally is, okay. So —--

MR. STEPP: And this is Exhibit 4
you're talking about?
BY MR. LEDDY:

0 Exhibit 4 wé're talking about, right.
Now, in looking at -- )

A I would like to -- I do -- that
document is prepared by JW Hunt but the last
four schedules —--

Q Yeah.

A -- that are in the document; Town of
Hilton Heaa, Town of Bluffton and the very last

page that shows all the expenses and -- or

sheet that's prepared by Susan and myself and
approved by the auditors based on the process
that they've taken, so they don't -- they
approve that last spreadsheet. They don't
actually prepare that last spreadsheet.

Q Okay. That's the one that's on page
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LEDDY - DEAL (DIRECT EXAMINATION)

177

A That's correct.

o} Okay. And what that shows is on the
left side there's a breakdown of revenue and
then expenses?

A That's correct.

Q And the first line item under revenues
is Town of Hilton Head Island DMO?

A Correct.

Q At 1,058,000 and change?

A I'm sorfy, are you looking at the 20107

MR. STEPP: He's looking --
THE WITNESS: I apologize. Yep,
absolutely.
MR. STEPP: There you go.
THE WITNESS: Yes, 1,058,339.
BY MR. LEDDY:

Q And that is the direct marketing
organization, is that Atax funds?

A Yes, that is the state Atax -- the
two percent state Atax that comes back to the
Town of Hilton Head we are the DMO so we get
30 percent of those funds, that's what thatlis.

Q Okay. Of the line items that are
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LEDDY - DEAL (DIRECT EXAMINATION)
listed as revenues‘——

A Yes.

Q -- are all of them, except for member
funding, are all of those public sources of
money?

A No. I actually highlighted that so
that you could understand exactly and I have,
2010, so, you kﬂow, if you want it you can take
it but this is all the government funds, I
outlined them.

Q Okay. Let me have you -- okay.

Did I tell you to bring this particular
year? 1 told you last five years, correct?

A Correct.

Q Okay. I was just going to say it's
amazing if you did that.

A So if you were asking for government
funds I wanted to make sure you knew exactl?
what the government funds were for each
particular year.

Q ~Okay. ©So when I say 'line items', I
mean —-- maybe I'm not using the right
terminology because I'm not an accountant or a

Controller.
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LEDDY - DEAL (DIRECT EXAMINATION)

A Uh-huh.

Q But I'm talking about, what would you
call these individual things listed under
revenues? - For instance, the first one being
Town of Hilton Head DMO, the second one beiné
Town of Hilton Head Island supplemental?

Yeah, revenue line items is fine.

A

Q Okay, line items.

A Sure.

Q ' And those are all government except for

member funding, right?

A At the very bottom, yés. It's member
funding. If you -- if you go all the way out --

Q Right.

A ~- those are private funds.

Q Okay. And so if you ~=- as you go
across the page each cone of these line items
will then -~ you will list how much money came
in from for that particular campaign, right, or
these campaigns or these sorts —-

A No, those are not campaigns, those are
sources of revenue from the municipalities.

Q Okay. So for that first one, Town of

Hilton Head DMO --
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1 LEDDY - DEAL (DIRECT EXAMINATION)
2 A Yes.
3 Q —-— the Town of Hilton Head contributed
4 but Bluffton didn't, PRT didn't?
5 A Not to the Town of Hilton Head, no.
6 ‘ Q Okay.
7 A No, they're separate.
8 o] All right, right. And that that's what
9 I mean but I'm just making sure I understand it.
10 A But if you go down to the Towﬁ of
11 |- Bluffton, DMO funds you'll see Bluffton.
12 o) Where they kicked in how much?
13 A Exactly.
14 Q Okay. :
15 A Correct.
16 Q And so, what this spreadsheet allows us
17 to see is if you add up all the accommodation
18 tax from Town of Hilton Head --
19 A Uh-huh.
i 20 Q -- you can see that they actually
i 21 contributed to four different line items?
, 22 A That's correct.
23 o) For a total of 1.6 million?
24 A Yeah, that's correct.
25 Q Okay. And then Bluffton contributed to
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LEDDY - DEAL (DIRECT EXAMINATION)
more than or they contributed to three different
line items?

A In that case before we started
splitting them out you can see in the future
years we actually split out Bluffton and
Beaufort County. 1In this particular case it's
Bluffton and Beaufort County under one line
item.

We figured it was a little bit too
confusing so in future years if you look at
fiscal, 11, 12, 13, 14 you'll see where Bluffton
has it's own column and so does Beaufort County.

Q Okay. But does this list of line items
include every source of revenue for this year?

A Yes.’

Q So, the total amount of revenue for
this particular year in this Exhibit 4 is
$5.4 million?

A That is correct.

Q And the two line items or the one line
item that is private money, the member funding,
what goes into member funding? Is it Jjust dues
or is it also contributions in excess of dues?

A Okay, in dues let's talk about the
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1 LEDDY - DEAL (DIRECT EXAMINATION)
2 membership column first.
3 Q Okay.
4 A It includes membership dues, it
5 includes revenue from some of our events like
6 Chambér Ball, Taste of the Season, some of our
7 major events, so it's membership dues and
8 membership projects. It's strictly the
9 association revenue, the Chamber Association
10 revenue.
11 The marketing piece, the marketing
12 private marketing is things for, for instance,
13 co-op advertising that our major hotel, for
14 instance, would say, you know, we're interested
15 in marketing together in Ohio or whatever the -
i 16 case may be, and so this is money that they
17 would invest on the Visitor and Convention
! 18 Bureau side.
\ 19 Q Okay. So that marketing column‘is all
20 Visitor and Convention Bureau?
21 A Yes, sir.
22 Q So we talked about that money with
23 Susan, which does not include dues?
24 A It does not include dues, that's
25 correct.
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LEDDY - DEAL (DIRECT EXAMINATION)

Q And that money also would not be used
in the budget for the main Hilton Head Chamber?

A Well, it's all the main -- we're one
organization with two divisions ;—

Q Okay.

A -- so it's all -- 'when it all rolls up
it's all together, but that is a VCB revenue,
very specifically, okay.

Q Okay.

A We do not comingle revenues on the VCB
side and on the Chamber side.

Q How do you avoid that?

A We have a very good process in place
for both revenue and expenses to avoid --
there's a lot of eyes that see the receipts that

. come in.

For instance, if the Town of Hilton
Head has a wire transfer for Atax I see it, my
assistant sees it, Susan sees it and that's héw
it gets coded into the déeposit.

From a billing stahdpoint, if a hotel
is going to participate in one of the co-op
programs there's a billing request that comes

from the VCB so we know exactly before -- you
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LEDDY - DEAL (DIRECT EXAMINATION)
know, beforehand the accounting department will
bill specifically for it, so when it comes in it
gets coded as a VCB revenue.
By the same token on the Chamber if
it's membership dues or let's just say it's a
table at.the Chamber‘Ball‘then those billing
requests ‘are done by, you know, whoever wants
you to bill for those, so they come.in as
Chamber revenue so you know it before the money
actually comes in the door. |

Q Okay. But all the money comes‘into'the
main account first?

A Yes, it does.

Q Okay. And then -- all right. When --
now, when you say 'co—mingling', what do you
mean by co-mingling?

A I mean that a'.receipt of monies that is
specifically, for the VCB or for a VCB program
would not inadvertently end up on the Chamber
side and vise versa-on the revenue or expense.

Now, it is -- let's just say you're a
hotel and there's three -- two .outstanding
invoices, one is for memberships dues and one is

for —— one is for a digital co-op program, so

Page 31

COASTAL COURT REPORTING INC.
B00.791.1100 - COASTALCOURT COM

438




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

RAY DEAL
DOMAINSENEWMEDIA COM v HILTON HEAD ISLAND - BLUFFTON CHAMBER OF COMMERCE
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LEDDY - DEAL (DIRECT EXAMINATION)

one is a Chamber revenue and one is a VCB
revenue. They might write one check and when
that one check comes in we code what is -- you
know, the membership dues to the Chamber side
and the other portion to the VCB side, so

they're coded, even though they go into ‘Bank of

America --
Q Right.
A -~ they are coded properly so that we

can keep up with, you know, the proper, you

know, revenue and expense allocations.

Q Okay. So, you get money from the State

usually on a quarterly basis?

A From the State?
0 Or from the various municipalities?
A Quarterly basis, correct.

0 Quarterly basis. What about the PRT

grant?
A Comes in in one lump sum, generally.
0 Beginning of the year?
A éomes in around September.
Q Okay.
A Or —--
Q For July, June, July fiscal year?
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1 LEDDY - DEAL (DIRECT EXAMINATION)

2 A In this case it's not.

3 o) Ch.

4 A The state PRT funds are actually for

5 the following calendar year, okay.

6 Q Okay.

7 A All the municipalities run on a July 1
8 .through June 30 fiscal year but the PRT monies

9 generally we do the grant process during the

10 summer and it's approved and we get the money in
11 September or October of every year and it's for
12 the following January lst through December 31st.
13 Q So that money is supposed to be used

14 starting January -1lst?.

15 A Thét's correct.

16 . Q But you get it in October?

17 A Uh-huh.

18 Q Okay. And.when you -- say you go to

19 transfer money out of that Bank of America
20 primary account --
21 A Uh~-huh.
22 Q -- and you're going to tfansfer it to
23 another bank that's going to pay for an
24 expensive campaign, so -- when I say 'expensive'.
25 I mean like maybe it's a $200,000 t.v. buy,
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LEDDY - DEAL (DIRECT EXAMINATION)

would that be a good hypothetical?

A No because all of the checks are cut

out of our operating account at Bank of America.

There are no check -- with the exception of
money coming chk from another institution into
Bank of America --
Q Okay.
-- all of the checks for any programs

are written out of Bank of America.

Q Okay. And that makes it easier for you

to make sure that you know when money's leaving
the account?

A Yeah.

Q Because there's only one account that
it's leaving?

A That's correct.

Q All right.. So iny if 'you have a lot
of money at Bank of America and you wanted to
manage your credit risk fof bank failure you
would then farm out portions of that cash to

different banks to spread your risk?

A That's correct.
Q Okay.

A That's why we do it, yes.
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L

EDDY - DEAL (DIRECT EXAMINATION)

Q And then as it's -needed to fund the

_ things that you need to write checks for you'll

draw money back-in from the cother bank,déwn the
street?
A .Absolutely correct.

(o} Okay. But a hundred percent of-the

transactions happen in that Bank of America

account?
A That's correct.
Q . When you go. to write a check from that

Bank of America account -
A Uh-huh.
Q.+ —- do you know. what percentage of —--

let's say you have a million dollars in that

" account —-

A . Uh-huh.

Q@ - -- okay,. could you tell me at that --
at any given~moment 300,090 camé from this grant
and 100,000 came from this?‘ Could you break it
down, for me like that?

-No chance.

A

Q There's no chance of that?

A No.

Q So —-- okay. So it's not operated like
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LEDDY - DEAL (DIRECT EXAMINATION)
the way a law firm's trust account might be.
Are you familiar with that?

A Vaguely.

Q Okay. So, in a law firm trust account
you would keep a ledger for each individual
client.

A Uh-huh.

Q ~And you would -- so I would be required
to tell you at any moment I have this many
thousand in the,aécount and they came from -- it
all came from the fpllowing people. That would

not be the case for your primary account?

A No, it would not.

Q So, would it be possible, at this.is
point in the year, you get -- let's say in
October you get that -- a million dollars from

the PRT grant.

A Uh-huh.

Q You're not to use that money until the
'projects that have been approved for January?

A (Witness nods head.)

0 Right?
A Uh-huh.
Q

But, practically speaking, there's no
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LEDDY - DEAL (DIRECT EXAMINATION)
b;eakdown in your software that shows that
million dollars as being sort of off limits for
day-to-day opepations?
A No.
o) Okay. And as long as; by the end of
the year when you dolyour reports, you can show
that wevwere allocated a million dollars by PRT.
It's allowed to be used for'these things and
thié is how mth we spent and as long as you're
under a million then you'fé‘okay?
A Correct. |
Q  Okay.. But  -- .okay. So, as -- if we ;
were td pull your bank.statement,~today, it
would show a balance and if we were to pull-your
accounting sbftware it would show the same
balénce -— |

A ‘Uh-huh.

Q —-— as the bank’statement, hopefully,

" right? Otherwise you'd have a big headache on a

Monday?
A It will.
Q Okay. But it would not show and you

will not have the ability to run a report to

tell me what percentage of that balance is from
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LEDDY - DEAL (DIRECT EXAMINATION)
a state municipal -- state funds or from a

private fund?

A Correct.
Q And it would not be your concern if --
let's just -- let me start over.

If you were to spend money this month,
you would not be concerned with exactly where
-each one of those dollars came from as long as
you're running a positive balance, would that be

a fair statement?

A I don't think so I understand that --

Q Okay.

A -- question.

Q Let's say, for instance, in reality you

have one million dollars in the account today.

A Okay.

Q And let's say that we just started the
Hilton Head Chamber of Commerce, just today --

A Uh-huh.

(o) -- and we have one million dollars.

A Uh-huh. A

Q And 300,000 of it came from the PRT
grant and 300,000 of it came from Atax funds and

the remainder came from people on the island
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LEDDY - DEAL (DIRECT EXAMINATION)
putting together money and putting it into the
account six -- what is that, 400,000, okay?

A Uh-huh.

Q If you spent $500,000 this month, you
would not be concerned with whether those
particular dollars came from private funds or
from state funds?

A By looking at the operating account,

itself, no, it wouldn't concern me, at all.
What concerns me is that the monies-that -- you
know, if we receive $1.4 million, for instance,
from the Town of Hilton Head, that those monies
at the end of the year have been spent properly
just as they would for PRT.

The dollar -- the actual dollar amount,
this is not a trust, you know, type thing. The
actual dollar amounts that show you up in the
account,  you know, we have a lot of-influx and
-- you know, inflow and outflow of cash and we
just want to make sure that we maintain a proper
operating balancé and at the.end of the day we
feel very confident that our accounting softwaré
—--— and our auditors feel that way, too --

accounts for everything as we put in our audit
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LEDDY - DEAL (DIRECT EXAMINATION)
by each municipality and everything is spent
properly.

o) Okay. So one thing that I wasn't .sure
exactly how this particular deposition would go
because in looking at this audit, let me see if
I can find the right page, I guess what I was
asking is, say, for instance, the marketing plan
calls for just by example $300,000 for Southern
Living ad campaign for Hilton Head.

A Uh-huh.

0 And the V and CB executes that
marketing plan.

A Uh-huh.

Q And they're going to request you to
write checks to Southern Living, correct?

A That's correct.

Q Okay. And do you -- do you get the
number as to what the budget is for that
particular campaign? Do you, as the Controller,
get that?

A Yes.

Q Okay. And do you keep track of whether
or not you've spent beyond that cap yet, at that

point in the year?
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LEDDY - DEAL (DIRECT EXAMINATION)

A Yes, within reason. If it's a very
small variance, you‘know, a lot of the expense
codes i1if there's a fairly small variance then,
honestly, you know, I don't -- I mean there's
300 line items. If there's a large variance in
any one category I will talk to Susan about it
and try to figure out why that is but she -- you
know, she and I have worked together, from the
very get-go from the planning, the planning
before the'fiscal year and all the way through
the execution of it and we've been very
successful at it.

Q  So she'll actually talk to you on a
regular basis and say, hey, let me see how much
we've spent on —--

A Absolutely.

Q -—- this particular vendor?
A All -- every week, absolutely.
Q And she knows how much she has approved

in her marketing plan?

A Yes.

Q Okay. And when you say 'a slight
variance', what, to you, would be a significant

variance? Let's say it's a $300,000 line item.
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LEDDY - DEAL (DIRECT EXAMINATION)
Where do you start to get concerned about where
are we going to get the money to cover in excess
of 300,0007

A Well, it -- again, a lot of it depends
on what our receipts are for the coming year
because in a year where we are going to get
200,000 or $300,000 more than we had expected,
you know, a couple thousand dollars here or
there we have to figure out where to absorb it
in the rest of the budget, so...

Q - Okay. And so you and Susan will
routinely make -- you will have a meeting and
say, our receipts are less than what we
anticipated and so this particular 1line item
we're going to have to change how much we spend
in the next month, you might have that
conversation?

A Yes or the next several months,
depending on what month we're in in the fiscal
year, yes.

Q Okay. And then you and Susan and other
people at the Chamber will make that decision
and you'll write a check for a different amount

than was perhaps called for in the marketing

Page 42

COASTAL COURT REPORTING INC
800.791.1100 =~ COASTALCOURT.COM

449



RAY DEAL
DOMAINSENEWMEDIA.COM v. HILTON HEAD TSLAND - BLUFFTON CHAMEER OF COMMERCE February 23, 2015

Page 43

1 LEDDY - DEAL (DIRECT EXAMINATION)

2 plan?

3 A Well, if it's a supplemental grant and
4 it's a very specific, you know, $150,000 will be
51 paid for golf and then that -- that is what it

6 is but if there's a —-- if there's another

7 program that say isﬁ't doing as Qell as we had

8 expected then we might, you know, cut that short
9 a little bit in order to move funds over to a

10 different program. You know, the environment

11 changes, the world changes and if we have to

12 adapt to that during the year.

13 Q Okay. ©So just_to be clear, at any

14 given moment your balance in your primary

15 .account is not broken down into how much money
16 came from each particular source?

17 A No;

18 Q And but at the end of the year when you .
19 created this table that's on page 17 of
20 Exhibit 4 --
21 A Uh~huh.
22 Q -- the amount of money that was
23 attributed to total revenues from the Town of
24 Hilton Head is 1.675 million --
25 A Yes.
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—-- and change?
Uh-huh.

Is that right-?

- o B N °

That's correct.

Q Okay. -And then the total expenses, at
the bottom of that page, equal exactly the same
dollar figure?

A Correct.

Q And all qf those expenses are broken
down into many different liné items; including
leisure or the recovery plan --

A Uh-huh.

Q -— or meetings and groups are'brokeﬁ
down into a very particular dollar figure of
$148,567, right?

A That's correct.

Q How do you -- can you explain to me, if
you don't know'at any given moment where each
one of your dollars in your account came from,
how do you nail it down to the exact same amount
of money that came from Town of Hilton Head from
three different -- four different funding
sources and then attribute that exact same

dollar figure to all of these different line
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EDDY - DEAL (DIRECT EXAMINATION)
items, how does that happen-?

A Because a program —-- a program will

have an expense code in our Peachtree accounting

software and so whether it's trade media or
sponsorships or digital co-op or there's

multiple -- you know,. there's a multitude of

. programns.

When that expense —-- when that invoice
comes through the Chamber it is looked at by,
you know, the person who -- alwa?s by Susan
Thomas on the VCB side but the person who
actually approved the expense, by Susan, .by my
assistant, by me and by Mr..Miles, so we make
sure that that specific expense if it's for a
trade show ends up in the trade show line item
and then at the end of thé year we add up all
the expenses that went into the trade show and
that's how the Town of Hilton Head gets charged

with that trade show.

o) Okay. So, you could have a trade
show --
A Uh-huh.
Q —— and that would be coded as a meeting

and since it was a trade show where we talked
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LEDDY - DEAL (DIRECT EXAMINATION)
about Hilton Head Island it would be coded as a
trade show for Hilton Head Island?

A That's correct.

0 And now you don't know, "right before
that trade show starts, exactly how much it's
going to end up costing, doyou?

A We have a good ideéa. I mean, because -
when you go to a trade show you have the booth
price, the airline ticket and incidentals, so
generally speaking we have a good idea.

o) Okay. But incidentals would be if I'm
the one that's going for -- if I'm the person
who's going to travel to it for the Hilton Head
Chamber I might decide to eat at Restaurant A or
Restaurant B, so my per diem may get totélly
used or it may not, right? It'll be different
by a few dollars?

A Correct.

Q Okay. But my --- I guess what my
question is,