
-1-

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

HEADFIRST BASEBALL LLC,
HEADFIRST CAMPS LLC, and
BRENDAN V. SULLIVAN III,

Plaintiffs,

v.

ROBERT ELWOOD and
STACEY ELWOOD,

Defendants.

C.A. No. 1:13-cv-00536-TFH

ROBERT ELWOOD,

Counterclaim Plaintiff,

v.

BRENDAN V. SULLIVAN III, and
HEADFIRST PROFESSIONAL SPORTS
CAMPS, LLC,

Counterclaim Defendants.

COUNTERCLAIM AGAINST BRENDAN V. SULLIVAN III
AND HEADFIRST PROFESSIONAL SPORTS CAMPS, LLC

Defendant/Counterclaim Plaintiff, Robert Elwood (“Elwood”), counterclaims against

Plaintiff/Counterclaim Defendant, Brendan V. Sullivan III (“Sullivan”) and Headfirst

Professional Sports Camps, LLC (“Professional Sports”) and alleges:

I. Nature of the Action

1. This is a partnership dispute between two long-standing friends, Elwood and

Sullivan, influenced by Sullivan’s brother, Ted Sullivan. Acknowledging their long-standing

and successful partnership, in January 2012 Sullivan wrote Elwood:
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“I of course agree that you [Elwood] and I [Sullivan] have built
this company together – no one including [Brother] Ted [Sullivan]
disputes that for a second or tries to allocate credit anywhere or to
anyone else.”

2. Yet, disputing Elwood’s contribution and wrongfully re-allocating credit is

exactly what the Sullivan brothers have attempted to do. When faced with an enormous potential

payday in the form of a multi-million dollar offer to purchase the Headfirst business, Sullivan,

urged by his brother and backed by his father’s law firm, decided to ignore the inescapable fact

that Sullivan and Elwood had for over a decade shared as partners all profits, losses, liabilities

and business decisions of Headfirst. It was only upon realizing the immense value of Headfirst

that Elwood, Sullivan’s long-time partner and friend, was cast aside as a mere employee of

Headfirst and publicly called a “thief” for engaging in the authorized and known spending

practices both Sullivan and Elwood had pursued as co-owners for years.

3. By this Counterclaim, Elwood seeks to protect his rights in Headfirst and realize

the value he created over the past decade-plus.

II. Jurisdiction and Venue

4. This Court has subject matter jurisdiction over this action pursuant to 28 U.S.C. §

1332, because there is complete diversity of citizenship between Counterclaim

Plaintiffs/Defendants and Counterclaim Defendants/Plaintiffs, and the amount in controversy

exceeds $75,000, exclusive of interest and costs. To the extent that any non-diverse party is

joined in this case pursuant to Defendants’ counterclaim, this Court has supplemental jurisdiction

over any such claims pursuant to 28 U.S.C. § 1367.

5. Venue is proper in this judicial district pursuant to 28 U.S.C. § 1391(b)(2) as this

is the judicial district where a substantial part of the events giving rise to the claims alleged

herein occurred.
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III. The Parties

6. Pursuant to D.C. Code § 29-602.02, the Headfirst Partnership is a District of

Columbia partnership whose partners are Elwood and Sullivan. Since its inception no later than

2001, Sullivan and Elwood have carried on as co-owners the business of the Headfirst

Partnership, which is a for-profit business offering summer camps and sports-related services to

youth throughout the United States. Sullivan is the “tax matters partner” for the Headfirst

Partnership. In that role, Sullivan has the mandatory duty to represent the Headfirst Partnership

with respect to all tax matters.

7. Robert Elwood is a citizen of the State of Maryland residing at 3274 Harness

Creek Road, Annapolis, Maryland 21403. Elwood is a 50% owner of and partner in the

Headfirst Partnership.

8. Brendan V. Sullivan III is a citizen of the District of Columbia residing at 2944

Davenport Street, N.W., Washington D.C. 20008. Sullivan is a 50% owner of and partner in the

Headfirst Partnership.

9. Headfirst Professional Sports Camps, LLC is a District of Columbia limited

liability company with its principal place of business in the District of Columbia. It was formed

on July 16, 2010 pursuant to a written Operating Agreement entitled “Limited Liability

Company Agreement of Red Sox Camps, LLC,” a copy of which is attached hereto and made a

part hereof as Exhibit A. On February 17, 2012, the LLC’s name was changed from Red Sox

Camps to its current name, Headfirst Professional Sports Camps LLC. Elwood and Sullivan are

the Members of Professional Sports, each owning 50% interests in the LLC. Sullivan also is the

“tax matters partner” for Professional Sports as provided for in § 14.c of its Operating
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Agreement. In that role, Sullivan has the mandatory duty to represent Professional Sports with

respect to all tax matters, and is the signatory of the company’s tax returns.

10. Headfirst Camps LLC (“Headfirst Camps”) is a District of Columbia limited

liability company. It initially operated as Headfirst Baseball LLC pursuant to the Headfirst

Baseball, LLC Operating Agreement dated February 27, 1997 and its Members were Sullivan

and Sean Flikke (“Flikke”) until 2001. In 2001, Flikke left the company and his 50% interest in

Headfirst Baseball LLC was purchased by Ted Sullivan for $100. On information and belief,

Ted Sullivan subsequently transferred his interest in Headfirst Camps to Sullivan, who now

purports to be the sole owner of Headfirst Camps. Sullivan is the “tax matters partner” for

Headfirst Camps and has the mandatory duty to represent Headfirst Camps with respect to all tax

matters, and is the signatory of the company’s tax returns.

11. While a number of Headfirst entities were formed over the years (including

without limitation Headfirst Camps, Headfirst Baseball LLC, Headfirst Management LLC,

Headfirst Baseball S Corporation, Lacrosse LLC, Headfirst Adult Sports Leagues, Red Sox

Camps LLC), the Headfirst business has consistently operated since 2001 at the latest as the

Headfirst Partnership with Elwood and Sullivan equally sharing all of the collective venture’s

profits, losses, liabilities, and business decisions.

IV. Start of the Headfirst Partnership

12. In 1984, Elwood and Sullivan met when playing on the same Little League

baseball team, and were close friends until the current dispute.

13. After attending St. Albans High School, and playing on multiple sports teams

together, Elwood went on to play football and baseball at Amherst College, and Sullivan went to

Stanford University where he played on the Cardinal baseball team.
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14. After college, Sullivan was drafted by the Major League Baseball franchise San

Diego Padres and Elwood took positions in the Operations Departments of the Boston Red Sox

and Cleveland Indians.

15. Sullivan played several years in the minor leagues, never reaching the majors.

Near the end of the 2001 Major League Baseball Spring Training season, Sullivan was released

by the Texas Rangers organization, ended his baseball career (as a player) and returned to

Washington D.C. In Spring of 2001, Sullivan recognized the potential upside for a business

Elwood already had created in Sullivan’s absence (teaching local youth baseball skills in a

summer camp atmosphere) and the two joined as co-owners and partners in their ownership and

development of the Headfirst Partnership.

16. Specifically, in February, 2001, Sullivan reported for the Texas Rangers Spring

Training camp in Florida, and remained there until his release by the Rangers organization in late

March, 2001. Before leaving for Florida, in January, 2001, Sullivan and Elwood had a number

of discussions and reached agreement about starting Headfirst’s comprehensive summer camps

business. At the time, Sullivan had no expectation of being released from the Rangers and it was

clear to Elwood that he (Sullivan) could not participate in putting together the organizational

structure for this new business or managing any of its details or development and was

unavailable to work during the summer camp season (and most of the year) due to his obligations

to the Rangers. Sullivan was clear in his statement to Elwood: “I’m in, but you are the only one

around to do the work.” Elwood agreed to do the work.

17. Sullivan then left for Spring Training camp in February, 2001, and as the two

partners had planned, Elwood worked substantial hours (usually seven days a week) on

developing, organizing, and preparing for the summer camps business, with an anticipated start
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of summer, 2001. Elwood hired employees, ran baseball clinics, held team instruction classes,

taught individual lessons, and even ran birthday parties. As a result, he developed a mailing list

of approximately 750 families. That mailing list was the first list used to solicit potential

campers for the first summer camp.

18. Unexpectedly, Sullivan was released by the Rangers organization in late March,

2001, whereupon he returned to the Washington, D.C. area somewhat depressed and without

much professional direction. He met with his father who encouraged him to attend law school

and he then devoted substantial time to the law school application process. Sullivan was

accepted to Georgetown University law school and began classes there in the Fall of 2001,

dropping out mid-semester for unknown reasons. All the while, Elwood continued (in Sullivan’s

absence) his substantial efforts to get up and running the summer camps business. Eventually,

disinterested in becoming a lawyer, Sullivan began coaching a travel baseball team (with still no

participation in the camps business) and gradually became involved on a more regular basis with

Headfirst’s other ventures unrelated to the camps business. It was not until these other ventures

failed to succeed that Sullivan took any material role in the camps business in 2011. By then,

based on the agreement Elwood and Sullivan had reached as partners, Elwood had long-since

“done the work” and the camps business was a success.

V. The Headfirst Business and Headfirst Partnership

19. Initially, in 1997, Headfirst only provided baseball clinics, private lessons, and

after-school programs for young children in the Washington, D.C. area.

20. Until 1999, Headfirst was a very small business, with revenues in the $20,000

range, providing these private lessons, clinics, and after-school programs on a periodic basis.
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21. In or about 1999, Headfirst began its “Honor Roll Camps,” which focused on

providing a platform for baseball instruction combined with a simplistic national model to bridge

the gap between high school student-athletes and college coaches. Although the Honor Roll

Camps program showed steady growth, it was not a financial success until in or around 2003,

when it began to grow rapidly both in reputation and financial success. By 2012, the Honor Roll

Camps generated total revenues of more than $1,000,000. Elwood took primary responsibility

for the development, growth, and success of the Honor Roll Camps.

22. In 2001, Headfirst changed dramatically when it first offered its youth summer

camps, providing baseball instruction over the summer months to youth baseball players initially

in the D.C. metropolitan area. It was then that the Headfirst Partnership was formed where

Elwood and Sullivan began, as co-owners, exercising joint decision-making control for the

business and sharing all profits, losses and liabilities of the Headfirst business as a whole, which

they continued to do until Sullivan’s unauthorized purported attempt to terminate Elwood in

December 2012.

23. From the Headfirst Partnership’s start in 2001, Elwood took primary

responsibility for the development, growth, and success of the summer camps business, which

has shown consistent growth and profitability since its inception all the way to the present date.

24. Among other things, Headfirst now is the official provider of summer camps for

the Washington Nationals, Boston Red Sox, Chicago Cubs, and New York Yankees in the

District of Columbia, Boston, Chicago, and New York Metropolitan areas. Over the years,

Headfirst also has been involved in a number of other ventures both related to baseball and other

sports, such as lacrosse.
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25. While Elwood concentrated on the “camps side,” Sullivan primarily focused on a

number of other Headfirst ventures, including its private teams business, its adult sports league,

its college advising team, and a number of other ventures related to baseball. All of the ventures

for which Sullivan took primary responsibility were not financially successful, generating little

to no profits or growth for the Headfirst business. The “camps side” of the business guided by

Elwood enjoyed great success and grew into a multi-million dollar enterprise.

26. Ted Sullivan initially took a nominal “on paper” role in the Headfirst venture

(under its initial legal organization) but has had no role, paper or otherwise, in the Headfirst

Partnership or Professional Sports at any time. When Headfirst was founded in 1997, Ted

Sullivan was attending college full-time at Duke University where he was fully occupied as a

student and a member of the Duke baseball team. When the Honor Roll Camps business was

launched in 1999, Ted Sullivan was still attending Duke University. In 2000, Ted Sullivan was

playing minor league baseball full-time. He became loosely affiliated with Headfirst for a few

months in late 2000 and early 2001, but left the company altogether by April 1, 2001 taking an

unrelated position first in Cleveland followed by attending business school in Boston. He has

made no material contribution to nor has he ever shared in the profits, liabilities, losses, or

business decisions of the Headfirst Partnership or any of its businesses.

27. Through his primary responsibility for the summer camps and Honor Roll

ventures, Elwood built the Headfirst Partnership and business over many years of sustained and

consistent effort. As Sullivan confirmed in writing to Elwood on January 29, 2012: “I of course

agree that you [Elwood] and I [Sullivan] have built this company together – no one including

Ted [Sullivan] disputes that for a second or tries to allocate credit anywhere or to anyone else.”
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A true and correct copy of Sullivan’s January 29, 2012 email is attached hereto and made a part

hereof as Exhibit B.

28. Over the years, Headfirst has formed a number of legal entities under the

Headfirst banner, such as those identified in Paragraph 11 above. Although some of these legal

entities still exist, and have incurred certain liabilities and obligations in their names, since no

later than 2001 all profits, losses, liabilities, obligations, and business decisions of the Headfirst

venture as a whole have been shared exclusively by Elwood and Sullivan through the Headfirst

Partnership. There has been no material distinction between the legal or official roles of Elwood

and Sullivan in the Headfirst business as a whole and no material differentiation between the

multiple Headfirst entities with respect to profits, losses, liabilities and the shared control over

and making of business decisions by Elwood and Sullivan.

29. Beginning no later than 2001, and continuing until this dispute, Elwood and

Sullivan have shared all profits of all Headfirst ventures and entities through the Headfirst

Partnership. Among other things, Headfirst’s accounting entries in its books and records

consistently refer to compensation paid to both Elwood and Sullivan as “Partner Draws” and

“Partner Bonus Equity Draws,” with no distinction between the legal roles of Sullivan and

Elwood and no material differentiation between the various Headfirst entities generating those

profits. A true and correct copy of such an accounting entry is attached hereto and made a part

hereof as Exhibit C.

30. Since its inception in 1997, Elwood and Sullivan have shared and controlled all

business decisions, affairs, and operations of the Headfirst ventures and entities, continuing on

when the Headfirst Partnership was formed in 2001 until Elwood was wrongfully terminated.

Among other things, both Elwood and Sullivan had, and have to this day, full signatory authority
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on all of Headfirst’s bank accounts, with no distinction between the legal roles of Sullivan and

Elwood and no material differentiation between the various Headfirst entities. A true and correct

copy of a Headfirst bank account agreement is attached hereto and made a part hereof as Exhibit

D (account number redacted).

31. Since its inception, Elwood and Sullivan have consistently represented to third

parties, including potential and existing customers of Headfirst, that they are the founders,

directors, co-owners, and partners “in Headfirst.” As Headfirst’s public Internet Website made

clear until January 2013, Elwood and Sullivan are the “Founders and Directors of Headfirst.” A

true and correct copy of the Headfirst website as of the first week of January 2013 is attached

hereto and made a part hereof as Exhibit E. It was not until January 2013, after Sullivan’s

wrongful attempt to terminate Elwood from Headfirst, that the Headfirst website was re-written

by Sullivan to eliminate the accurate description of Elwood as a founder of Headfirst.

32. Since no later than 2001, Elwood and Sullivan have shared all losses, liabilities

and obligations of the Headfirst venture and entities. Elwood has, without limitation, invested

his own personal funds in Headfirst to meet seasonal cash flow shortages, signed lease

obligations, purchased (with Sullivan) real estate that has served as Headfirst’s business offices,

and become personally obligated for Headfirst’s line of credit obligations to third-party lenders.

33. Ted Sullivan has never shared in the Headfirst business profits, never signed for

any of its obligations, and does not have signatory authority on any of its bank accounts.

VI. The Wrongful Expulsion of Elwood From Headfirst

34. On December 28, 2012, Sullivan through his father’s law firm purported to

terminate Elwood from his association with Headfirst.
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35. The alleged factual basis for Sullivan’s attempt to terminate Elwood was that

Elwood had misappropriated Headfirst funds for personal purposes (described in detail

hereafter). In doing so, Sullivan mischaracterized Elwood’s role in Headfirst as a mere

employee, ignoring the reality of Elwood’s long-term association as Sullivan’s partner.

36. Sullivan’s position that Elwood had misappropriated Headfirst funds is without

any basis. Sullivan himself authorized, was a participant in, and was the architect of the very

conduct he now alleges is wrongful. Sullivan, together with his friend and Headfirst CPA Anson

Smith (“Smith”), and with the knowledge (at least in part) of Williams & Connolly partner

Stephen Sorenson (“Sorenson”), encouraged, authorized, and engaged in precisely the type of

expenditures Sullivan now contends were wrongful.

VII. Sullivan’s True Motivation For Wrongfully Expelling Elwood

37. Sullivan’s true motivation for terminating Elwood from Headfirst is as follows.

First, greed. Second, Sullivan’s opposition to Elwood’s increasing concern about an improper

tax practice engaged in by Sullivan as “tax matters partner.” Third, Sullivan’s opposition to

Elwood questioning him about the deception of important customers, St. Albans High School

(“St. Albans”) and National Cathedral School (“NCS”). Fourth, Sullivan’s openly-expressed

resentment of Elwood based upon Elwood’s consistent successes at Headfirst while Sullivan

failed at his primary responsibilities.

A. Sullivan Greed

38. By 2012, Elwood had built Headfirst’s camp business into a major success.

Headfirst was providing summer camp experiences to approximately 8,500 campers paying on

average $425 per week for the experience (excluding scholarships).
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39. By 2012, Headfirst’s annual gross revenues had reached an all-time high of

approximately $5,000,000, with annual profit margins of approximately 25%.

40. In late, 2011, negotiations began between Headfirst and STEEL regarding the

possibility of STEEL purchasing Headfirst. Elwood and Sullivan both were involved in those

negotiations.

41. In January, 2012, STEEL made a formal offer to purchase Headfirst for

approximately $4,500,000. That offer was directed to Elwood and Sullivan (and not to Ted

Sullivan), with no distinction between the legal roles or positions of the two founders.

Subsequently, STEEL raised its offering price to $5,500,000.

42. Without Elwood’s knowledge, Sullivan and Ted Sullivan had been plotting to

remove Elwood from the company ever since becoming aware of STEEL’s interest in Headfirst.

In fact, unrelated to STEEL, Sullivan’s plotting perhaps began as early as March 2008 where,

unbeknownst to Sullivan, he was overheard in a public restaurant opening in Washington, D.C.

making petty and false complaints about Elwood and suggesting to a friend that it might be time

to “part ways with my partner”, Elwood. A true and correct contemporaneous text message

exchange documenting Sullivan’s comments is attached hereto and made a part hereof as Exhibit

F.

43. The STEEL offer peaked Ted Sullivan’s interest in Headfirst for the first time in

more than a decade, and he began to assert his purported and non-existent “paper rights” in the

business. Ted Sullivan, now a Harvard MBA, also became involved in the financial due

diligence of Headfirst associated with the STEEL offer.

44. Elwood and Sullivan communicated with and received legal advice from

Sorenson of Williams & Connolly on a number of occasions to address Ted Sullivan’s attempt to
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assert his long-abandoned perceived rights. Sullivan and Sorenson openly acknowledged

Elwood’s right to share in the proceeds of any sale to STEEL.

45. Ted Sullivan professed his willingness to alter the Headfirst Camps operating

agreement to formally account for the long existing ownership status of Elwood, although Ted

did want to take a percentage interest for himself. Despite the fact that all profits, losses,

liabilities, and business decisions had been shared by Elwood and Sullivan for over a decade,

Elwood was concerned with officially documenting that which had been the case for years to

better protect his family. Accordingly, Ted Sullivan and Elwood discussed this issue for months

in numerous in-person meetings and telephone calls.

46. No resolution was ever reached as Ted and Sullivan appeared to be delaying the

issue with a variety of excuses, such as they were too busy, they needed to address certain tax

consequences, they did not have enough time to review the documents prepared by Sorenson,

and Sullivan and Ted were having personal disputes and disagreements over what interest, if any,

Ted should be given or assigned.

47. During this time period (and for more than a decade), Sullivan openly, repeatedly,

and consistently assured Elwood that he was a 50% partner and owner in the business and that

the preparation and execution of formalized documents with respect to Headfirst Camps was not

important. All the while, Ted was reviewing and compiling the information (of which Sullivan

had been aware for years) that would eventually be wrongfully and unfairly asserted against

Elwood as the basis for his removal.

48. In mid-to-late January 2012, the STEEL offer was rejected by Sullivan in a

telephone call with representatives of STEEL. In that call, and thereafter, both Sullivan and Ted

Sullivan openly declared that Headfirst had a value of approximately three to four times the
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amount of the STEEL offer, or $15,000,000 to $20,000,000. It was then that Sullivan and Ted

Sullivan began to push to conclusion their plan to oust Elwood and deprive him of his rights to

share in the enormous value of Headfirst that had been built through the efforts of Elwood.

49. Incentivized by the perceived $20,000,000 value of Headfirst, and at the end of a

year-long period in which Elwood had been raising a number of questions about Headfirst’s

business practices, ultimately in late 2012, Sullivan and Ted Sullivan alleged that Elwood had

misused Headfirst funds. They did so even though Elwood’s use of these funds was known to

and authorized by Sullivan and, in fact, were materially the same as Sullivan’s own uses of

Headfirst’s funds.

50. The supposed triggering event for the purported termination of Elwood was an

allegation that Elwood had taken an unauthorized loan from the Company—a loan which was

approved by Sullivan both in writing (in part) and verbally. A true and correct copy of

Sullivan’s email approving the loan (in part) is attached hereto and made a part hereof as Exhibit

G. Although the loan was authorized by Sullivan, and was consistent with the manner in which

both Sullivan and Elwood had operated for years, Sullivan and Ted Sullivan feigned surprise

over the loan and attacked Elwood on the pretext that it was improper. Elwood repaid 100% of

the loan with interest.

51. Sullivan then shared his view of the situation with his father, Brendan Sullivan,

Jr., who lined up his partners at Williams & Connolly to oust Elwood and soon thereafter file

multiple lawsuits, both before this Court and the Superior Court of the District of Columbia.

Before filing those lawsuits, among other things, Brendan Sullivan, Jr. accused Elwood of taking

the aforementioned loan without authorization, but altered his accusations when he was shown

an email authored by Sullivan himself (Exhibit G) authorizing a substantial part of that loan.
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Brendan Sullivan, Jr. then accused Elwood of having taken only part of the loan without

authorization. He did so despite the fact that the other part of the loan also had been approved by

his son, Sullivan, verbally, similar to numerous other transactions Sullivan and Elwood had been

involved with over their years in business together. Threatened by the escalation of tensions, and

Sullivan’s historical reliance on and immediate access to aggressive and free legal assistance,

Elwood simply repaid the loan.

B. Elwood Raises Tax Issues

52. From inception of Headfirst until Summer 2011, some of Headfirst’s employees

were not paid as W-2 wage earners, but instead received Form 1099 compensation from

Headfirst. Up until the Summer of 2011, all seasonal employees received Form 1099

compensation.

53. Further, Headfirst did not pay for worker’s compensation insurance for any of its

employees until the Summer of 2012.

54. As early as 2007, Elwood openly disagreed with these two practices and brought

his disagreement to Sullivan’s attention on a number of occasions. In 2011, Elwood’s growing

concern about these tax practices engaged in by Sullivan and Headfirst resulted in confrontation

between the partners.

55. Sullivan instructed Elwood that he (Elwood) should focus on Headfirst’s business

operations and camp programming, but he (Sullivan) was in charge of all legal matters such as

how to classify Headfirst employees for tax purposes.

56. Later in 2011, Sullivan eventually expressed agreement with Elwood’s view of

how some of these employees should be classified, but refused to make the required changes to

meet legal requirements. Among other excuses for refusing to do so, Sullivan stated that he was
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“too busy” to take this on, it was “too expensive,” and that it would reduce his lifestyle having

just purchased a $1,355,000 home in June 2011 that required substantial repairs and remodeling.

57. Concerned by the situation, in 2011, Elwood nonetheless took steps to correct

these improper practices and through his substantial efforts (including addressing Sullivan’s

many objections) had the situation substantially resolved by 2012 (with the sole exception of

Honor Roll Camps which, as of the date of Elwood’s ouster, Sullivan refuses to change).

58. On numerous occasions, and continuing until Elwood’s wrongful termination,

Sullivan expressed his anger with Elwood about the impact these changes in tax classification

would have on the profits of the Headfirst business and his personal lifestyle. In 2012, Sullivan’s

anger increased over the financial impact this change imposed on him due to his recent

engagement to Tricia Lilly and the costs related thereto.

59. In 2012, during the same period as the STEEL negotiations, Elwood and Sullivan

had an angry confrontation specifically about the tax treatment of the Honor Roll Camps

employees. Soon thereafter, Sullivan purported to terminate Elwood from Headfirst.

C. Sullivan’s Deception of St. Albans and NCS

60. St. Albans is a long-standing customer of Headfirst. Affiliated NCS became a

customer of Headfirst in 2011.

61. Headfirst’s business arrangement with St. Albans and NCS involved the sharing

of gross profits based upon the total enrollment and gross receipts of paying campers who

registered for Headfirst camp programs being hosted by the two schools.

62. At the end of the camp season, Headfirst Chief Operating Officer, and future Vice

President of Finance, Mark Torres, would prepare a detailed spreadsheet from the Thriva/Active
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Network database to calculate St. Albans/NCS profit based upon their revenue sharing

agreement with Headfirst.

63. Sullivan took the spreadsheet prepared by Torres and altered camp enrollment

data, resulting in an understatement of the amount due to St. Albans and NCS in the amount of at

least $82,000 in 2011 and 2012. Sullivan’s purported justification for doing so was his openly

stated belief that St. Albans and NCS were “extremely high maintenance” and had failed to

provide Headfirst with assistance running programs at St. Albans and NCS.

64. Elwood had known of Sullivan’s conduct for some time, but had not addressed

the situation directly with Sullivan as there were numerous other unpleasant issues brewing

between Elwood and Sullivan in this time period, and Elwood chose to “pick his battles” with

Sullivan. In 2012, however, Elwood directly confronted Sullivan about his alteration of the

spreadsheets. Elwood was concerned about losing an important customer/landlord, as well as he

felt loyalty to his high school and the former St. Albans head baseball coach, David Baad, who

was one of his mentors and friends. Sullivan ignored Elwood’s concerns, told him “I [Sullivan]

am the St. Albans relationship guy,” and told Elwood not to say another word about the issue.

D. Sullivan’s Growing Resentment

65. Although Sullivan was a fine baseball player, he never reached his goal of

becoming a major leaguer. He also lacked success in the business world, floating without

diligence or commitment from one unprofitable Headfirst venture to another, while Elwood

worked diligently to create the success of Headfirst’s “camps business.”

66. It was not until 2011 that Sullivan joined the “camps business” after having failed

at these other Headfirst ventures (private teams, adult sports leagues, College Advising Teams,
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lacrosse), with the possible exception of Sullivan’s minor role in the successful Honor Roll

Camps’ business (with Elwood).

67. When he began working more closely with Elwood in 2011, Sullivan began to

openly express his resentment for Elwood’s success at Headfirst and for Elwood’s family life.

68. In November 2012, Sullivan’s resentment of Elwood reached a head when he

openly expressed that resentment in a meeting in front of at least one Headfirst employee, Laura

Harrigan. Sullivan expressed his resentment directly to Elwood on numerous other occasions.

VIII. Elwood Pushes for Change

69. By late-2012, Elwood was pushing Sullivan hard for a change in some of the

business practices he found to be questionable and full of unnecessary risk. He was prompted by

three things. First, STEEL’s interest in purchasing Headfirst was an “eye opener” for Elwood –

he realized the business was now too big and successful for him to allow Sullivan to continue

with Headfirst’s historical loose tax practices. Second, by late 2011 into 2012, Sullivan’s

historical practice of causing Headfirst to not pay for worker’s compensation insurance (See

Paragraphs 52-59 above) was becoming a more serious issue in Elwood’s view. The potential

monetary exposure was becoming greater and greater with the passage of time and Sullivan’s

refusal to address the issue. Third, Elwood was dealing with a very serious issue confronting his

own family that caused him to assess the risks Headfirst’s business practices might pose to his

wife, Stacey Elwood (“Stacey”), and their two young children (ages 3 and 1 year at the time).

70. Elwood’s wife, Stacey, was going through a very serious sequence of events,

including the passing of her mother in early 2012 after a long bout with cancer, the birth of the

Elwoods’ second child two weeks after Stacey’s mother’s death, and the realization that she

(Stacey) had the same “cancer gene” as her mother. During this challenging time, Elwood was

Case 1:13-cv-00536-TFH   Document 11   Filed 07/12/13   Page 18 of 33



-19-

reflecting on the tax and legal manner in which Sullivan and he had conducted their business

affairs and the potential problems he might leave for his family if he were to prematurely pass

away without officially documenting his existing relationship with Sullivan to address potential

estate planning issues.

71. Elwood’s evaluation involved a series of personal discussions with his wife

Stacey about the dismal circumstances Stacey found herself in when her prior husband’s life was

prematurely taken as part of the “Iraqi Freedom” war effort. Stacey had been left in complete

disarray as her deceased husband had not legally prepared for his potential death. Elwood

decided it was time to fully resolve these issues with Sullivan to better protect his wife and

family.

72. Elwood’s timing could not have been worse. At the very time Elwood pushed

these issues to a head, the outside interest of STEEL was at a high, the greed of Ted Sullivan and

Sullivan looking for a big payday was in full motion, and Sullivan’s resentment of Elwood had

reached the boiling point.

73. Elwood had increasingly become an irritant to Sullivan, and a threat to both

Sullivan’s and Ted Sullivan’s goal to realize all of the extraordinary value of Headfirst.

74. Ultimately, the combination of these circumstances resulted in the wrongful

purported termination of Elwood from Headfirst and the sudden end to his thirty-year friendship

with Sullivan.

IX. The Sullivans’ Post-Termination Conduct

75. After Sullivan’s purported termination of Elwood, and despite Elwood’s status as

a partner in and owner of the Headfirst Partnership, Sullivan and certain of his family members
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engaged in a vindictive campaign to intentionally ruin Elwood’s reputation and interfere with his

personal life and valuable business relationships.

A. Wrongful Attempt to Terminate Health Insurance and
Withhold 2012 Partnership Distribution

76. Sullivan was fully aware of the very serious health issues confronting Elwood’s

wife in the Fall of 2012. Specifically, Stacey Elwood was preparing for major surgery scheduled

for early 2013 involving an oophorectomy, hysterectomy and potential double mastectomy.

77. When Sullivan purported to terminate Elwood in December 2012, not only did he

wrongfully attempt to cancel Elwood’s family health insurance, he attempted to make the

cancellation retroactive to November 2012, thereby altering the three-month continued-medical

coverage requirements for small businesses. Simultaneously, Sullivan withheld Elwood’s end-

of-year partnership distribution of approximately $190,000 (including his monthly compensation

despite the fact that Elwood worked in December, 2012). Sullivan’s actions would have the

effect of placing the full financial burden of Stacey’s surgery on the Elwood family and

restricting Elwood’s financial ability to defend against Sullivan’s multiple lawsuits.

78. In attempting to retroactively cancel the Elwood family’s health insurance with

full knowledge of Stacey’s imminent surgery and in withholding Elwood’s distribution at the

time, Sullivan acted deliberately and intentionally to oppress and injure the Elwood family, with

actual malice to Elwood and with a reckless disregard for his rights and the rights of his family.

Sullivan’s actions—which he took with full knowledge of the death of Stacey’s mother from

cancer, Stacey having learned that she had the same “cancer gene” as her mother and Stacey’s

upcoming major surgeries—were outrageous.
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B. Defamation

79. Sullivan and his family have openly and falsely told numerous people that

Elwood is a “thief” and that he “stole hundreds of thousands from Headfirst.”

80. Sullivan has made the following false public statements about Elwood:

a. In or about the first week of January 2013, Sullivan told the entire senior

staff of Headfirst that Elwood was a “thief” and had been terminated from

Headfirst for “stealing hundreds of thousands of dollars.”

b. In or about the first week of February 2013, Sullivan told Headfirst Chief

Talent Officer Lauran Harrigan that Elwood was a “liar,” “thief” and that

he had “stolen hundreds of thousands, most likely millions of dollars.”

c. In or about mid-January 2013, Sullivan told St. Albans School Headmaster

Vance Wilson and Assistant Headmaster David Baad and NCS Director of

Finance Fay Ferguson that Elwood was “no longer with Headfirst because

he stole money.”

d. In or about March 2013, Mater Dei School President and former

Headmaster Chris Abell wrote Elwood a letter of recommendation that he

withdrew two weeks later after having spoken to Sullivan. Elwood does

not know exactly what Sullivan said to Mr. Abell.

e. In December 2012, Sullivan told California-based Headfirst employee Roc

Murray that Elwood was “under investigation for wrongful financial acts”

and instructed him to “stop communicating with Elwood.”
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f. From January to June 2013, Sullivan told Headfirst Controller and in-

house CPA Peter Genis that Elwood was a “thief who stole hundreds of

thousands of dollars.”

g. In March 2013, Sullivan told Elwood’s uncle and Headfirst employee,

Mike Cowan, as an excuse for withholding Cowan’s agreed-to severance

package, that “your nephew is a thief who stole hundreds of thousands of

dollars and basically ruined the business.”

h. In the first week of January 2013, Sullivan told Bank of America

representative, Stephanie Sicks, that Elwood “committed embezzlement”

and should be removed from having access to all accounts.

i. In the first week of January 2013, Sullivan suggested to Active Network

representatives that Elwood “committed embezzlement” and should be

removed from having access to Headfirst’s Active Network account.

j. In the first week of January 2013, Sullivan told Ntiva representatives that

Elwood “committed embezzlement” and should be removed from having

access to Headfirst’s Ntiva account.

k. In the first week of January 2013, Sullivan suggested to Headfirst

warehouse landlord, Bob Rawlings, and main headquarters landlord,

Adams Investment, that Elwood “committed embezzlement” and should

be locked out of both facilities.

81. In Sullivan’s presence, and without Sullivan correcting her false statements,

Sullivan’s wife, Tricia, has made the following false public statements about Elwood:
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a. In or about the end of March 2013, Tricia had what was described as an

“outburst” at the Criswell Acura dealership in Annapolis, Maryland,

yelling in the public area of the dealership that Elwood was a “thief who

stole hundreds maybe millions of dollars from Headfirst.”

b. In early-May 2013, Tricia told the manager of the AT&T Mobile retail

store in Annapolis, Maryland that Elwood was a “thief.”

82. These statements made by Sullivan and his wife Tricia are materially false, and

intended to damage, and in fact have damaged, Elwood’s reputation with his business associates

and friends.

83. Sullivan has actual knowledge of the falsity of these statements as Sullivan

participated in and authorized the conduct of Elwood he now asserts to have been wrongful.

84. All conditions precedent to the maintenance of this action have been performed,

satisfied or otherwise discharged.

COUNT I
(Breach of Professional Sports Operating Agreement

against Sullivan and Professional Sports)

85. This is an action by Elwood against Sullivan and Professional Sports for breach of

the July 16, 2010 Limited Liability Company Agreement of Red Sox Camps, LLC attached

hereto and made a part hereof as Exhibit A (the “Professional Sports Operating Agreement”).

86. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 above.

87. Pursuant to § 6 and Schedule 1 of the Professional Sports Operating Agreement,

Elwood and Sullivan are the sole Members of the Professional Sports LLC.

88. Pursuant to § 10.a of the Professional Sports Operating Agreement:
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a. Elwood and Sullivan are the sole Managers of the Professional Sports

LLC.

b. Elwood and Sullivan “in their full and absolute discretion, will manage

and control, have authority to obligate and bind, and make all decisions

affecting the business and assets of the Company.”

c. Elwood and Sullivan “shall act by majority vote, except that the following

shall require the unanimous approval of the Managers: (i) filling any

Manager vacancy and (ii) decisions regarding the amount of management

fees to be paid by the Company to any affiliate of the Company.”

89. The Professional Sports Operating Agreement does not provide any Member or

Manager, including Sullivan, with the right or authority to terminate or expel any other Member

or Manager without that Member’s consent.

90. The Professional Sports Operating Agreement does not provide any Member or

Manager, including Sullivan, with the right or authority to terminate or expel any Member or

Manager.

91. Elwood did not and does not consent to Sullivan’s attempt to expel him or

terminate him as a Member in and Manager of Professional Sports LLC.

92. By purporting to expel and terminate Elwood as a Member and Manager of the

Professional Sports LLC, Sullivan has materially breached the Professional Sports Operating

Agreement, including the implied covenant of good faith and fair dealing.

93. As a direct result of Sullivan’s and Professional Sports’ material breach of the

Professional Sports Operating Agreement, Elwood has suffered substantial damages in the
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amount of no less than the fair value of Elwood’s ownership interest in Professional Sports LLC

estimated to be in the amount of $7,500,000 to $10,000,000.

COUNT II
(Violations of the District of Columbia Uniform Limited Liability Company Act

against Sullivan and Professional Sports)

94. This is an action by Elwood against Sullivan and Professional Sports for violation

of the District of Columbia Uniform Limited Liability Company Act.

95. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 and 87 through 92 above.

96. In the absence of an express provision in an operating agreement, the District of

Columbia Uniform Limited Liability Company Act authorizes the expulsion of an LLC Member

only by judicial order and only on certain specified grounds set forth in D.C. Code § 29-

806.02(5).

97. Even upon a proper expulsion of an LLC’s Member pursuant to judicial order, the

expelled Member is entitled to compensation for the value of his or her ownership share, subject

to debts, obligations, or other liabilities owed to the Members of the LLC.

98. Prior to purporting to terminate and expel Elwood, neither Sullivan nor any other

person or entity obtained a judicial order providing for or authorizing the expulsion of Elwood as

a Member and Manager of Professional Sports.

99. Neither Sullivan nor any other person or entity has compensated Elwood for the

value of his ownership share in Professional Sports, subject to debts, obligations, or liabilities

owed to the other members in the LLC.

100. The conduct engaged in by Sullivan constitutes material violations of D.C. Code §

s 29-806.02(5), 29-805.01, and 29-806.03.
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101. As a direct result of Sullivan’s violations of the D.C. Code as set forth herein,

Elwood has suffered substantial damages in the amount of no less than the fair value of Elwood’s

50% ownership share in the Professional Sports estimated to be in the amount of $7,500,000 to

$10,000,000, subject to debts, obligations, or liabilities.

COUNT III
(Declaratory Judgment Of Elwood’s Partnership Interest

in the Headfirst Partnership against Sullivan)

102. Pursuant to 28 U.S.C. § 2201 et seq., this is an action for a Declaratory Judgment.

103. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 above.

104. In 2001, Elwood and Sullivan formed the Headfirst Partnership pursuant to which

they have continuously, until Elwood’s wrongful expulsion, shared on a materially equal basis

all profits, losses, liabilities, and control over business decisions of all Headfirst business and

ventures.

105. Pursuant to D.C. Code § 29-602.02(a), Elwood and Sullivan are partners, having

carried on as co-owners of the Headfirst Partnership, a business for profit since no later than

2001.

106. Pursuant to D.C. Code § 29-602.02(c)(3), Elwood is presumed to be a partner in

the Headfirst Partnership.

107. Sullivan denies that the Headfirst Partnership exists and that Elwood is a partner

therein.

108. There is a case of actual controversy with respect to the existence of the Headfirst

Partnership and Elwood’s status as a partner therein.

109. Elwood seeks a declaration of (i) the existence of the Headfirst Partnership, and

(ii) his rights as a partner and 50% owner therein.
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COUNT IV
(Accounting and Compelled Purchase of Elwood’s

Partnership Interest in the Headfirst Partnership against Sullivan)

110. Pursuant to D.C. Code § 29-604.05, this is an action against Sullivan: (i) for legal

and equitable relief to enforce Elwood’s rights as a partner in the Headfirst Partnership under

Chapter 29 of the D.C. Code, and (ii) to compel the purchase of Elwood’s 50% interest in the

Headfirst Partnership pursuant to D.C. Code § 29-607.01.

111. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 and 104 through 109 above.

112. Elwood seeks a full accounting of his 50% interest in the Headfirst Partnership

and the purchase thereof in the amount required by D.C. Code § 29-607.01, estimated to be

$7,500,000 to $10,000,000.

COUNT V
(Promissory Estoppel against Sullivan)

113. This is an action against Sullivan for promissory estoppel.

114. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 and 104 through 109 above.

115. On numerous occasions, beginning in 2001 and continuing until his wrongful

termination in December 2012, Sullivan repeatedly and expressly promised, stated and assured

Elwood that he was a 50% partner in and owner of Headfirst.

116. Elwood’s reliance on Sullivan’s promises was reasonable and justified and was

foreseeable by Sullivan. In fact, as alleged above, in 2012, Sullivan himself acknowledged he

and Elwood had “built this company together” and that “no one” “disputes that for a second or

tries to allocate credit anywhere or to anyone else.”
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117. Sullivan’s promises reasonably induced Elwood’s reliance. Specifically, in

reasonable reliance on Sullivan’s promises, Elwood: (i) continued his sustained, time consuming,

and full-time efforts to develop, grow and enhance Headfirst’s business and profitability, (ii)

invested his personal funds in Headfirst to meet its cash requirements, and (iii) became obligated

for Headfirst’s liabilities, including its line of credit.

118. Elwood relied on Sullivan’s promises to his detriment of a definite and substantial

nature.

119. Failure to compensate Elwood for the full value of his interest in the Headfirst

business, estimated to be valued at $7,500,000 to $10,000,000, would result in a substantial

injustice to Elwood.

COUNT VI
(Breach of Fiduciary Duty against Sullivan)

120. This is an action against Sullivan for breach of fiduciary duty.

121. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 above.

122. Pursuant to D.C. Code § 29-604.04 and common law, as his partner, Sullivan

owed (and owes) Elwood a fiduciary duty of loyalty, care, and good faith and fair dealing.

123. Sullivan has materially breached his fiduciary duty of loyalty, care and good faith

and fair dealing. As alleged above, Sullivan’s breach of his fiduciary duties include, but are not

limited to, wrongfully and intentionally dissociating Elwood from the Partnership for Sullivan’s

own gain, intentionally depriving Elwood of the fruits and benefits of his joint ownership in the

Partnership and Headfirst business, wrongfully and intentionally dissociating Elwood for the

same conduct in which Sullivan had engaged and for conduct which Sullivan had previously
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authorized, and failing to abide by the law in connection with the operation of the Headfirst

business.

124. Sullivan’s wrongful conduct in violation of his fiduciary duty of loyalty, care, and

good faith and fair dealing was grossly negligent or reckless, intentional, or knowingly in

violation of law within the meaning of D.C. Code § 29-604.04(c).

125. Elwood has been injured as a direct and proximate result of Sullivan’s breach of

his fiduciary duties. Among other things, Elwood has been wrongfully dissociated from the

Headfirst Partnership and business and has been deprived of the fruits of his years of work

building the Partnership and business.

126. As a direct and proximate result of Sullivan’s material breach of his fiduciary

duty of loyalty, care, and good faith and fair dealing, Elwood has suffered substantial damages in

the amount of no less than the fair value of Elwood’s ownership interest in the Headfirst

Partnership estimated to be in the amount of $7,500,000 to $10,000,000.

COUNT VII
(Defamation against Sullivan)

127. This is an action against Sullivan for defamation.

128. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84 above.

129. Sullivan has made a number of false and defamatory statements about Elwood as

specifically alleged in Paragraph 80 above.

130. Sullivan’s statements about Elwood are false and would tend to injure (and have

injured) Elwood in his trade, profession, or community standing by making him appear to a

reasonable third-party recipient of the communication to be odious, infamous, or ridiculous.
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131. Sullivan’s false statements were made to third parties who reasonably and

actually understood the statements to have been intended in the defamatory sense and tending to

injure Elwood’s reputation.

132. Sullivan was at least negligent in making these false statements and he failed to

observe an ordinary degree of care in ascertaining the truth or falsity of his assertions before

publishing the statements to third parties.

133. Sullivan made the defamatory statements knowing that they were false or with

reckless disregard for whether they were false, given that, as alleged above, Sullivan was aware

of and authorized Elwood’s conduct and engaged in the same conduct himself for which he

defamed Elwood.

134. Sullivan’s conduct was malicious and spiteful, was motivated by ill will and with

a deliberate intent to harm Elwood.

135. Sullivan publicly made and published these false statements about Elwood to

third parties without any privilege.

136. Elwood has suffered actual injury to his reputation and his profession on account

of Sullivan’s defamation as set forth in Paragraphs 80 and 81 above.

137. As a direct and proximate result of Sullivan’s false and defamatory statements,

Elwood has suffered substantial compensatory damages in an amount estimated to be no less

than $7,500,000 to $10,000,000.

COUNT VIII
(Punitive Damages against Sullivan)

138. This is an action for recovery of punitive damages based upon Sullivan’s breach

of fiduciary duty (Count VI) and defamation (Count VII).
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139. Elwood re-alleges and incorporates herein the allegations set forth in Paragraphs 1

through 84, 122 through 125, and 130 through 136 above.

140. Sullivan’s conduct was and is egregious, outrageous, malicious, wanton, reckless

and in willful disregard for Elwood’s rights. For example, Sullivan knowingly, maliciously and

intentionally attempted to retroactively withdraw the Elwood family’s health insurance at the

precise time when Sullivan knew that Elwood’s wife was to have a major surgery.

141. Sullivan acted with a state of mind evincing malice or its equivalent.

Prayer For Relief

Counterclaim Plaintiff/Defendant, Robert Elwood, seeks the entry of Final Judgment in

his favor and against Brendan V. Sullivan III and Professional Sports as follows:

A. Count I: Jointly and severally against Sullivan and Professional Sports,

compensatory damages in an amount estimated to be $7,500,000 to $10,000,000.

B. Count II: Jointly and severally against Sullivan and Professional Sports,

compensatory damages in an amount estimated to be $7,500,000 to $10,000,000.

C. Count III: Against Sullivan, a declaratory judgment of the legal existence of the

Headfirst Partnership and Elwood’s rights as a partner and 50% owner therein.

D. Count IV: Against Sullivan, an accounting of all profits, losses, and financial

affairs of the Headfirst Partnership, and the compelled purchase of Elwood’s interest therein at

its fair value estimated to be $7,500,000 to $10,000,000.

E. Count V: An order against Sullivan estopping him from denying the existence of

the Headfirst Partnership and Elwood’s 50% ownership and partnership interests therein and

compensating Elwood in the amount of the fair value of his interest estimated to be $7,500,000

to $10,000,000.
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F. Count VI: Against Sullivan, compensatory damages in an amount estimated to be

$7,500,000 to $10,000,000.

G. Count VII: Against Sullivan, compensatory damages in an amount estimated to

be $7,500,000 to $10,000,000.

I. Count VIII: Against Sullivan, punitive damages in an amount no less than

$7,500,000.

J. Costs incurred in this action.

K. Pre- and post-judgment interest at the statutory rate.

L. Such further relief as this Court deems just and proper.

Demand for Jury Trial

Pursuant to Federal Rule of Civil Procedure 38, Elwood demands trial by jury on all

issues triable of right by jury.

Dated: July 12, 2013 Respectfully submitted,

/s/ J. Douglas Baldridge
J. Douglas Baldridge (DC Bar #437678)
Caroline P. Gately (DC Bar 431227)
Moxila A. Upadhyaya (DC Bar #494373)
VENABLE LLP
575 7th Street, NW
Washington, DC 20004
202-344-4703 Telephone
202-344-8300 Facsimile
jdbaldridge@venable.com
cpgately@venable.com
maupadhyaya@venable.com

Counsel for Defendants/Counterclaim Plaintiffs
Robert Elwood & Stacey Elwood
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CERTIFICATE OF SERVICE

I hereby certify that on this 12th day of July, 2013, a copy of the foregoing was delivered

as follows:

By ECF

Michael S. Sundermeyer
Robert M. Cary
Simon A. Latcovich
WILLIAMS & CONNOLLY LLP
725 12th Street, N.W.
Washington, DC 20005

Counsel for Headfirst Baseball LLC, Headfirst Camps LLC, and
Brendan V. Sullivan III

/s/J. Douglas Baldridge
J. Douglas Baldridge
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