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THE HONORABLE KAREN A. OVERSTREET
Hearing Date: August 22, 2008
Response Date: August 15, 2008

Chapter 7

 UNITED STATES BANKRUPTCY COURT
WESTERN DISTRICT OF WASHINGTON AT SEATTLE

In Re:

COURT REPORTING INSTITUTE, INC.,

Debtor.
_____________________________________

BANKRUPTCY ESTATE OF COURT
REPORTING INSTITUTE, INC., by and
through Michael B. McCarty, Bankruptcy
Trustee, 

Plaintiff, 

vs.

ALEN JANISCH, a single man; and KAI
MOLDSKRED and JOYCE MOLDSKRED,
husband and wife, and the marital community
comprised thereof,

Defendants.

NO.  06-14202 

Adversary No. 07-01167

DECLARATION OF KAI MOLDSKRED
IN RESPONSE TO  SECOND MOTION
FOR SUMMARY JUDGMENT 

My wife and I are Defendants in the adversary action brought by the Trustee for Court

Reporting Institute Inc. here and after “CRI”.   I make this declaration in support of my response to

the second summary judgment motion. 
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 CRI’S PROFITABILITY 

Both my subjective understanding of CRI and the objective evidence was that it was a

profitable company.  Alen Janisch told me it was profitable and provided me over the years with

financial statements indicating that the company was in fact profitable. 

An objective investigation of CRI’s finances would, no doubt, rely heavily upon audited

financial statements which show that CRI was profitable in 2005 and was not insolvent.  Therefore

I do not believe that any objective investigation would have revealed the voidability of the repayment

of the $150,000 to me at the beginning of 2006.   

I also knew that the financial statements of CRI were audited by the U.S. Department of

Education  and therefore believed that I had a right to rely and could rely upon these audited financial

statements and their conclusions that CRI was profitable.  Attached hereto as Exhibit A is the last

audited financial statement I received from CRI which indicated that it had a operating profit in 2005

of $302,914.

My loan to Alen Janisch at the end of 2005 was made at his request for what I believed would

be a  contribution to his capital account.  It was not made because the company needed the money.

Otherwise Alen Janisch would have asked for a longer term loan and/or would have retained the

funds rather than paid them back within a week.  Likewise, I never would have loaned $150,000

unsecured had I any belief or even an inkling that Alen Janisch and/or CRI was in financial

difficulty.  One hundred and fifty thousand dollars  is a lot of money to me and I would not have put

it at risk had I any knowledge of any financial problems with Alen Janisch or CRI.  I have an

accounting degree and had worked for CRI in the past (until 2000) and therefore I believed that I had

made a reasonable inquiry into the finances of CRI and Alan Janisch and that my understanding

matched that of any other person making a reasonable inquiry as to the finances of Alen Janisch and

CRI.  
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                                                  GOOD FAITH AND KNOWLEDGE                                             

I had left CRI in 2000 and therefore did not have after that date any intimate inside

knowledge of CRI’s finances or those of Alen Janisch.  My direct dealings from that time forward

were always with Alen Janisch who is a life long friend of mine and whom I trusted.  I had had

business dealings with him in the past which were satisfactory.  I had no reason not to continue with

my dealings with Alen Janisch.  His request at the end of 2005 for $150,000 was not unusual as I had

been requested to give short term loans in prior years and, as in prior years, the money was always

repaid within approximately one week.  Therefore there was nothing different with the request at the

end of 2005 from prior requests going back to 1998. 

I saw nothing sinister in Alen Janisch’s request for monies which he said he was going to put

in the capital account since I assumed that his distribution from CRI back to Janisch would be

appropriately recorded.  I have no actual knowledge whether the $150,000 given to Alen Janisch at

the end of 2005 was in fact put into CRI’s capital account.  The audited financial statements of CRI

set forth in Exhibit A for the years 2004 and 2005 indicate no change in Alen Janisch’s capital

account.                  

 I have been very candid in my deposition and in this declaration to the court.  I freely

admitted in my deposition that I knew the $150,000 loan was designed to be added to Alen Janisch’s

capital account in CRI and that such bolstering of his capital account had an impact on  the level of

its reporting requirements with the Department of Education.  I had no knowledge, however, that this

loan or its effect on the reporting requirements was either illegal or wrong or that it had any impact

on the profitability or insolvency of CRI.  In fact I believed that such practice was completely legal

since I knew that CRI was audited annually and that its books and records were at all times open for

inspection by the US Department of Education for all of the years in which this practice had been

undertaken dating back to at least 1998. 

The Trustee argues in paragraph 26 and 27 on Plaintiff’s Statement of Uncontroverted Facts
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that I was clearly aware that CRI equity as reflected on its financial statements was critical to DOE’s

continued approval of student loans for students attending CRI.  This is not true.  As I stated in my

deposition of June 13, 2008: 

I was not involved in any of the compliance issues other than being a separate
department to handle the disbursement in order to be a control – internal
control procedure. But Alen and his CPA auditor basically took care of all of
the detailed records in that regard.

Question: Do you know how that worked?

Answer: Only what Alen has briefly told me about it.  I have never sat down
and calculated any of that information.  Page 36, line 1-10, Deposition of Kai
Moldskred 

The only ratios I am aware of equity or otherwise, and this is based upon what Alen told me,

were the ratios which dealt with reporting requirements only to the US Department of Education.

This is clear from my deposition when I stated, “From my understanding, when you talk about these

financial ratios . . .it is just a matter of how much he had to do, as far as reporting to the government

and what level zone.”  Moldskred deposition, page 37, line 13 - page 38, line 1.  I never had any

understanding regarding Janisch maintaining a certain equity in the company to receive continued

DOE approval of loans for the students attending CRI.  

The motion filed by the trustee paints me as a greedy money lender who has sought over the

years to wring out money from Alen Janisch and his business, CRI.  Nothing could be further from

the truth.  At the time I initially loaned money to Alen Janisch in 1988, years interest rates were very

high and the 12% interest rate on my unsecured loans were much less than monies Alen Janisch

could obtain either through credit cards or lease purchases which had interest rates at that time of

between 20 and 24 %.  It is not at all uncommon for family and friends to loan monies to a start up

business and that is what occurred in this instance.  Alen Janisch borrowed funds from me, quite

frankly, because to do so was cheaper than borrowing it from other sources such as credit cards and

hard money lenders.  It should also be emphasized that the interest paid to me has accumulated over
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the last twenty years or so.  This never has been a get rich quick scheme.  In fact, I am still owed

approximately $100,000 at this time.                   

                                                      CAUSE OF CRI’S DEMISE    

CRI was formed around 1988 and had operated successfully for 18 years.  Indeed, the last

full year of its operation showed over a $300,000 profit.  The first four months of 2006 also showed

profit of $119,524 as set forth in Exhibit B attached hereto.  

CRI’s demise is directly attributed to a critical newspaper article by the Seattle Times in late

March, 2006.  This resulted in a decline in enrolled students from 400 in April, 2006 to 300 in

August, 2006.  It was this lack of students which lead CRI closing its doors and filing bankruptcy.

This decline is reflected in CRI’s monthly net income for the months of May through August which

shows a combined net loss of $109,322, Exhibit B. 

I declare under penalty of perjury of the laws of the State of Washington that the foregoing

statements are true and correct to the best of my information and knowledge.

DATED this 15  day of August, 2008.th

      /s/ Kai Moldskred                                                  
     KAI MOLDSKRED 
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