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DEPCSI TI ON OF SHEI LA MARQUI S HAYNES
January 18, 2001
SHEI LA MARQUI S HAYNES, the witness

herein, having been first duly affirnmed,
under the penalties of perjury, to tell the
truth, the whole truth and nothing but the
truth, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON,
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9 QUESTI ONS BY- MR HODSON:
10 Q Ms. Marquis, ny name is Sam Hodson.
11 | aman attorney with the firm of Kroger,

12 Gardis and Regas. W are the attorneys for
13 James Knauer, the court appointed receiver

14 for Heartland Financial Services Inc. Have
15 you ever been deposed before?

16 A No.

17 Q A deposition is a sworn statenent
18 under oath. You will be giving testinmony
19 just as if you would if there were a trial.
20 If at any tinme during the deposition you

21 have a question, or don't understand a
22 question | give, just tell ne and | wll
23 restate the question.

24 A Ckay.
25 Q W1l you introduce yourself, please?
00005
1 A Shei |l a Marqui s Haynes.
2 Q And how woul d you like to be
3 addr essed today?
4 A. You can address ne as Sheila, that's
5 fine.
6 Q Where do you live?
7 A. 11350 Geist Bluff Court, I|ndianapolis,
8 I ndi ana 46236.
9 Q How | ong have you lived there?
10 A About three years.
11 Q Are you married?
12 A. Yes, | am Currently separated,
13 actual ly.
14 Q To whont
15 A Har ol d Haynes.
16 Q How | ong have you been married to
17 M. Haynes?
18 A Si nce May.
19 Q Do you own the hone you are |iving
20 in?
21 A No, | don't.
22 Q Renting it?
23 A It's kind of Iike a | ease option.
24 Q Are you enpl oyed?
25 A No. |'mgoing to school.
00006
1 Q Where do you go to school ?
2 A Met hodi st Hospital.
3 Q And - -
4 A Part of U
5 Q What are you studyi ng?
6 A Medi ci ne.
7 Q Have you been enployed in the | ast
8 year ?
9 A. Yes, | have.
10 Q What was your former occupation?
11 A I worked at C assy Chassy as a
12 dancer, but -- probably only worked five
13 times.
14 Q Have you ever worked at a --
15 somewhere call ed Aval on, as a phot ographer?
16 A Yes, that was ny conpany.
17 Q Aval on was your conpany?
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18 A Uh-huh. It was a photo conpany.
19 Actually, it never kind of got off the
20 ground, but --

21 Q When did you work for Aval on?
22 A | started it about a year ago,
23 probably, I"'mnot really sure of the date.
24  About a year ago.
25 Q Do you know Ken Payne?
00007
1 A Do | know Ken Payne?
2 Q Yes.
3 A Yes, | do.
4 Q When did you neet Ken Payne?
5 A Two and a half years ago.
6 Q Where did you neet hinf
7 A I nmet himthrough a girl naned
8 Jodi e Taffe.
9 Q T-A-F-T --
10 A T-A-F-F-E, | think.
11 Q How di d she know Ken Payne?
12 A I'"'mnot sure.
13 Q Was she a dancer?
14 A. Yes, she was.
15 Q Where did she work?
16 A She worked at P. T.'
17 Q How woul d you descri be your
18 relati onship with Ken Payne?
19 A Now or before?
20 Q Bef or e.
21 A Actually, we were pretty good
22 friends.
23 Q Did you ever date hinf
24 A No.
25 Q When did you | ast see hinf
00008
1 A August 9th was the last tine we spoke
2 or anyt hi ng.
3 Q Did you ever travel with M. Payne?
4 A Yes, | did.
5 Q Where did you go?
6 A I went to Janui ca.
7 Q When was that?
8 A | don't know. A year ago. |'m not
9 sure of the date.
10 Q Woul d have been in 20007?
11 A Yes.
12 Q Anywhere el se?
13 A Yes, | went to New York. And | went
14 to Las Vegas.
15 Q Were all those trips in 20007
16 A. Yes, they were.
17 Q Did you go to New York or Las Vegas
18 to see a particul ar person?
19 A No. Actually, | went with a
20 girlfriend.
21 Q Who was M. Payne's girlfriend at
22 that tine?
23 A Shel by Swor d.
24 Q Do you know Shel by?
25 A Yes, | do.
00009
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1 Q Has Ken Payne ever given you a | oan
2 to make an investnent in Heartland or any of
3 its affiliates?

4 A. No, he has not.

5 Q Have you ever made an investnent in
6 Heartland or any of its affiliates?

7 A. Yes, | have.

8 Q Wi ch one?

9 A JNVB

10 Q How nmuch did you invest?

11 A $5, 000 was ny initial investnent.
12 Q What was the source of your $5,000
13 i nvest nent ?

14 A My ex-boyfriend. Actually, we put
15 our noney together and --

16 Q What was his nane -- or what is his
17 name?

18 A St even Mar qui

19 Q MARGUI-S?
20 A No, it's MAA-RQU I, | think.
21 Q Just a coincidence your nanes are

22 that sinmlar or did one of you change your
23 name?

24 A. No, it's coincidence.
25 Q Is Steven PH or V?
00010

1 A V.

2 Q Do you know where he |ives?

3 A | don't know. He's one of those

4 wander ers.

5 Q What did he do for a living?

6 A He danced.

7 Q Wher e?

8 A At P. T.'s

9 Q When did you nmake the investnent in
10 JMVS?

11 A. Cctober 26th or 27th of '99, | think
12 Q On August 10th of 2000, did you

13 receive two checks from Ken Payne?

14 A Yes.

15 Q And in what amount woul d those checks
16 have been?

17 A. One was for $5,000 and the other one
18 was for -- | don't know, 51 sonething. |

19 can't read it.
20 Q Your copy would be better than nine
21 Somewhat over $51, 000?
22 A Yeah
23 (The Court Reporter marked a docunent
24 for identification as Deposition Exhibit-1.)
25 Q I'' m handi ng you what's been narked

00011

1 for identification purposes as deposition

2 Exhi bit 1, which consists of six checks, two
3 of which appear to be made -- one in the

4 ampunt of $5,000 and one in the anmount of

5 $51,500, and it's kind of obscured for the

6 rest of the nunber. Do you recognize those

7 checks?

8 A I recognize this one (indicating).

9 And that one (indicating).

file:///A|/1689HAYNES.txt (4 of 13) [3/6/2001 3:49:29 PM]



file:///A|//1689HAYNES.txt

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
00012

O©CO~NOOUITA,WNE

10

12
13
14
15
16
17
18
19
20
21
22
23
24
25
00013

OCO~NOOUITA,WNE

10

12
13
14
15
16
17
18

Q Are they the true and accurate copies
of the checks that you received from
Ken Payne?

A As far as | can tell.

Q Is that the only nbney you have ever
received from Ken Payne?

A No.

Q What ot her noneys have you received
from Ken Payne?

A He woul d give me noney here and there
for ny photography business.

Q Wul d these investnents all have been

in 2000 -- or gifts -- how woul d you
characterize his transactions with you?

A I"mnot so sure | would characterize
it as a gift, because we were supposed to be

goi ng into business together. Yeah -- |
guess it would have been a gift. | don't
know exactly how to characterize it.

Q Did they all occur in 20007

A Yes.

Q How nmuch total would you say they
wer e?

A Maybe 8, 000 total.

Q Did you invest any other noney in
Heartl and or any other of Ken Payne's
ventures besides the $5,000?

A. No, | did not.

Q QG her than the two checks, and the
$8, 000 you received from Ken Payne in 2000,
have you received any ot her noney from
Ken Payne or any of his conpani es?

A Not any substantial anpbunt. He would
come into the bar when I was working there
every once in a while and throw ne sone
noney there, but no, not really.

Q What did you do with the $55, 000 you
received in August?

A Spent nost of it on bills.
Phot ogr aphy equi pnent.
Q | see that you brought sonme docunents

with you today.

A Uh-huh. First, these. | don't know
if this has sonething to do with probably
what's going on. But in the beginning, when
| put ny noney in there, it was under ny
nane and then ne and Steven were having
problens and | put it under ny son's nane.

And then after Steven |eft, Ken was
supposed to have put it back in ny nane
along with Connie. And | guess
Jodie E-mailed and Connie said it was back
in nmy nane, but everything is still com ng
back in ny son's nane. | just got this the
ot her day from you guys.

Q Your son is Phillip Matthew Penrod?
A Uh- huh

Q How ol d is he?

A He's 19.
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Q And the investnments were put in his
nane because you were having problens with
your former boyfriend?

A Uh- huh

Q But you gave instructions to have it
put back in your nane?

A. Yeah, in fact, Jodie Taffe was

wor ki ng and she E-mmil ed Sherrie and Johann,
and | assuned it was back in ny nanme because
Johann -- but when | gave Johann ny paper to
relinquish all my stocks, he didn't say
anything. Most of it is stocks that |
pulled up on the internet that | invested in
to show the clinb in them
MR, COLASESSANO  Actually, if you
coul d nmake copies of that and substitute that
for the actual original, that would be fine.
(The Court Reporter marked docunents

for identification as Deposition Exhibit-2
and Deposition Exhibit-3.)

Q I'' m handi ng you what has been narked
for purposes of identification as Exhibits 2
and 3. Do you recogni ze those docunents?

A. Yes, | do.

Q Start with Exhibit 2. Wuld you tell
me what that is?

A That is an investnment report that he
mai |l s out every quarter

Q He bei ng Ken Payne?

A I"'mnot really sure if it's Ken Payne
or Johann. Soneone fromthe office.

Q Wul d Exhibit 3 be the sane thing?

A Yes, it woul d.

Q Did you ever receive any confirmation
fromeither of these corporations, Looksmart,
Ltd., or Tibco Software, Inc., that you owned
st ock?

A No, the only thing |I have received
are those.

Q Did Johann Smith or Ken Payne ever
show you any stock certificates or any other
evi dence that they actually purchased stock
with your $5,0007?

A No, sir. Just that.

Q Did you ever deal personally with
Johann?

A Yes.

Q And tell ne about your exchanges with
M. Smith?

A. Well, | worked in their office for

one week answering phones. And | dealt with
hi mevery day on a daily basis. And then
again, like |I said, when | cashed out ny
stocks, | handed hima letter directly and
told himl wanted to cash ny stocks out.
Q When did you give himthat letter?
A Probably three days before | got ny

checks, so the 7th, maybe.

file:///A|/1689HAYNES.txt (6 of 13) [3/6/2001 3:49:29 PM]



file:///A|//1689HAYNES.txt

2 Q When you say "him" is that --
3 A Johann
4 Q -- Johann?
5 A Uh-huh. | also tal ked with Johann
6 Q Did you talk with Ken?
7 A One time.
8 Q Were you working for Heartland when
9 you nade the investnent of $5,0007?
10 A No, | was not.
11 Q How | ong did you work for Heartl and?
12 A One week.
13 Q When was it?
14 A It was in May. |t was when everybody
15 went to Florida in the office.
16 Q May of 20007?
17 A Uh- huh. The only people that were
18 left in the office were Johann, Bob Smth
19 and Ken, but he never cane in.
20 Q W received sone notes from
21 Vi cki e Peavey. Do you know Vi cki e Peavey?
22 A Yes, | do.
23 Q How do you know Vi cki e Peavey?
24 A She works in the office.
25 Q Her notes indicate that Ken Payne
00017
1 gave you $5,000 to make an investnment. Do
2 you have any idea why Vickie would believe
3 t hat ?
4 A. No, | do not.
5 Q Did you ever discuss any kind of |oan
6 or your investnent with Vickie Peavey?
7 A I have never hardly tal ked to her at
8 all.
9 Q When was the last tine that you have
10 spoken to Johann Snith?
11 A The day | gave himthat letter
12 Q Have you spoken to anybody from

13 Heartland or JMS, or any of its affiliates,
14 si nce August 10th of 20007?

15 A. No, | have not.

16 Q Have you been contacted by

17 representatives of the Securities and

18 Exchange Conmi ssion, Internal Revenue

19 Service, U S. Marshal s?

20 A I think the first one.
21 Q Securities and Exchange Comi ssion?
22 A I think they were just keeping ne
23 posted. It mght have been as a victim
24  witness.
25 MR, COLASESSANG: | didn't bring al
00018
1 the things that you gave ne.
2 A I think it was victimw tness. And
3 the only contact that was was just to tell
4 me what was goi ng on, basically.
5 Q You brought a whole stack of things
6 with you. Did any of these pertain to
7 Heart| and?
8 A No, this is just ny bills and stuff,
9 basically. And then a copy of the check and
10 a copy of when will | get ny checks. And
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this stuff fromyou. This is what he gave
me when | first initially invested ny noney.
That's it.

Q This indicates --
(The Court Reporter marked a docunent
for identification as Deposition Exhibit-4.)
Q You have handed ne what has been
mar ked for purposes of identification as
deposition Exhibit No. 4, a docunent entitled
JMS I nvestnment Group L.L.C. Do you recognize
this?

A Yes, | do.

Q This is a docunment that was given to
you when you invested your $5,000?

A Yes.

Q Thi s docunent seens to indicate that

the mni mum i nvestment was $10, 000 and you
put up $5, 0007

A Yeah.

Q Did anybody tell you that sonebody
el se was putting up the $5,000 to neet the
nm ni num i nvest ment required by the group?

A No.
Q How di d you choose Looksnmart and
Ti bco?
A. Actual ly, he chose them for ne.
Q He bei ng Ken Payne?
A I think. |'mnot sure. Wien | first

was going to invest, he, meani ng Ken Payne,
was going to invest in Engage Technol ogy.
He said that was a really good investnent
for me to start out in. | don't know
what ever happened to that, because the next
thing | knew | was investing in Looksnart
and Tibco. Wich | didn't know anything
about investnents. | just knew that |
wanted to invest and kind of trusted himto
make deci si ons.

Q What nade you decide to invest noney
wi th Ken Payne and Johann?

A Several reasons. They said it was a
good way to save noney and nake noney. And
| had never done it before. And basically,
they said | would have a good outcone on
stocks, that that was the best way to go.
So | triedit.

Q Have you ever been to Ken Payne's
honme?

A. Yes, | have.

Q When was the last tine you were
t here?

A Maybe June or July.

Q Can you descri be what kind of
furni shings and things he had there, anything
extraordi nary?

A Very el aborate.
Q Pi anos, art?
A Ch, he had quite an extensive art

collection. Wen you wal ked in the door,
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everything in his living room-- you know,

the main living area, was all |eather, had a
beauti ful desk, big screen TV, surround
sound. In the dining room | knowit was --

it was quite an el aborate dining roomtable.
I"'mnot really sure what it was, but it was

beautiful. He did have a pool table
downstairs and art down there. Al the
bedroons, all of themwere beautifully
desi gned and decor at ed.

Q Do you know Val erie Cork?

A Yes, | do.

Q When was the last tine you spoke to
Val eri e Cork?

A. Probably June, July, the last tine
was there.

Q When did you first find out that
there was troubl e involving Heartl and
Fi nanci al Corporation and M. Payne and
M. Smith?

A When t he newspapers cane out.

Q When woul d that have been?

A. The 11th, maybe the 12th.

Q O August ?

A Yeah. And | thought it was
bankruptcy at first.

Q What nade you denmand your npbney on
the 7th?

A. Well, when | worked in his office --
what started the whole thing, when | worked
in his office, people were calling.

Q That woul d have been back in May?
A Uh- huh. Wanting their noney. And
they were getting blown off, basically. You

know, the check is in the mail, or Johann
woul d say the check is in the nail. And
they woul d keep calling me and yelling at
me. | don't know what's going on, | will

give themthe nessage, but they just kept
getting bl own off.

Then when | started aski ng Ken about
ny stocks, he was basically blowi ng ne off.
And told nme that | only earned $5,000 on
bot h of ny stocks.

VWll, the nonthly reports there,
wasn't exactly sure at the tinme how to read
them so | asked himabout it. | said
well -- I'mnot really sure exactly what
part | asked about. But where it said, you
know, your cash flow -- | will show you
here, "current value." | asked hi m about
the current value. He said, yeah, that's
how nuch you have net on your stocks. And
said, wait a mnute, that's way over $5,000.

When | started doi ng sonme checking
and | went to another broker, a different

broker, and they pulled themup and said
your stocks are way over $5,000. They are
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worth over $51,000, and they said if | were
you, | would get your noney. | started
pressuring himfor ny noney. He told ne |
couldn't take it out for a year or a day.

When | asked Edward Jones about it,
they said there's no such thing as a year
and a day stock. You can get your npbney out
any time you want to get your noney out.

So | went back to himand argued with
him argued with Johann, telling them| want
ny noney. This took several nonths, it just
wasn't an overnight thing. And to nmake a
long story short, | finally got my noney.

It was through a | ot of noney and a | ot of
hel p through Edward Jones.

MR, HODSON: | have nothing further.

MR. COLASESSANO.  Not hi ng

COURT REPORTER: What do you wish to
do about signature?

MR, HODSON: Would you |ike a chance
to review your deposition and check it for
errors”?

MR. COLASESSANO. That woul d be fine

COURT REPORTER: Did you want a copy,
sir?

MR. COLASESSANO. Pl ease

FURTHER THE DEPONENT SAI TH NOT.

00025
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STATE OF | NDI ANA )
) SS:
COUNTY OF MARI ON )

I, Linda Mayo Baynes, a Notary Public
in and for said county and state, do hereby
certify that the deponent herein was by ne
first duly sworn to tell the truth, the
whol e truth and nothing but the truth in the
af orenenti oned natter

That the foregoing deposition was
t aken on behal f of the Trustee, that said
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12 deposition was taken at the tinme and pl ace

13 her et of ore nenti oned;

14 That said deposition was taken down
15 i n stenograph notes and afterwards reduced to
16 typewiting under my direction; and that the
17 typewitten transcript is a true and accurate
18 record of the testinony given by said

19 deponent ;

20 And that the deposition upon ora

21 exam nation was taken down in Stenograph

22 notes and afterwards reduced to typewiting
23 under ny direction and thereafter presented
24 to said witness for signature;

25 | do further certify that | ama
00026
1 di sinterested person in this cause of action;
2 that | amnot a relative or attorney of any
3 of the parties, or otherwise interested in
4 the event of this cause of action, and am
5 not in the enploy of the attorneys for any
6 of the parties.
7 IN WTNESS WHEREFORE, | have hereunto
8 set ny hand and affixed ny notarial seal
9 this 29th day of January, 2001.
10 :
11
12 :
13 Li nda Mayo Baynes, Notary Public
14 Residing in Marion County, |ndiana
15 My Conmi ssi on Expires:
16 Decenber 31, 2007
17
18
19
20
21
22
23
24
25 :
00027
1 CAPTI ON
2 The Deposition of SHEI LA MARQUI S
3 HAYNES, taken in the matter, on the date,
4 and at the tinme and place set out on the
5 title page hereof.
6 It was requested that the deposition
7 be taken by the reporter and that sane be
8 reduced to typewitten form
9 It was agreed by and between counse

10 and the parties that the Deponent will read
11 and sign the transcript of said deposition
12
13
14
15
16
17
18
19
20
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00028
1 CERTI FI CATE
2 STATE OF :
3 COUNTY/ CI TY OF :
4 Before nme, this day, personally
5 appeared, SHEI LA MARQUI S HAYNES, who, being
6 duly sworn, states that the foregoing
7 transcript of his/her Deposition, taken in
8 the matter, on the date, and at the tine and
9 pl ace set out on the title page hereof,

10 constitutes a true and accurate transcript of
11 sai d deposition

12

13 SHEI LA MARQUI S HAYNES
14 :

15 SUBSCRI BED and SWORN to before ne this
16 day of , 2001 in the

17 jurisdiction aforesaid.

18

19 My Commi ssi on Expires Notary Public

20 :

21
22
23
24
25 :
00029
1 DEPCSI TI ON ERRATA SHEET
2 :
3 RE: Baynes & Shirey, Inc.
4  Case Caption: UNITED STATES SECURI TI ES &
5 EXCHANGE COVMM SSI ON VS. KENNETH R PAYNE, ET AL.
6 :
7 Deponent : SHEI LA MARQUI S HAYNES
8 Deposition Date: January 18, 2001
9 :
10 To the Reporter:
11 | have read the entire transcript of ny
12 Deposition taken in the captioned matter or
13 the same has been read to ne. | request

14 that the follow ng changes be entered upon
15 the record for the reasons indicated. |

16 have signed ny nane to the Errata Sheet and
17 the appropriate Certificate and authorize you
18 to attach both to the original transcript.
19 :

20 Page No./Line No. Reason

21

22

23

24

25
00030
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24 SI GNATURE: DATE:

25 SHEI LA MARQUI S HAYNES
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