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1 rule on our opposition. 

2 THE COURT: All right. Then the Motion to Amend 

3 the Answer and to add Counterclafms is granted. 

4 one o.~her Issue I wanted to raise, in Sprint's 

5 Objec;tions to the Motion for Prellm lnary Injunction, one of 

6 the arguments that you had raised was that Native American 

7 Telecom didn't have any claim for relief that was pending. 

8 So, therefore, the Court couldn't grant preliminary 

9 injunction. 

10 I was wondering If the fact they have now amended 

11 their Answer and added the Counterclaims, does that moot 

12 out that Issue, or do you still have that partlcular issue? 

13 MR. KNUDSON: I believe that resolves that Issue. 

14 THE COURT: Okay. Now that we've dealt with 

15 those procedural things, Since Nat!ve American Telecom Is 

16 the moving party, you have the burden of proof, So you can 

17 go ahead and proceed, Mr. Swler. 

18 MR. SWIER: Thank you, Your Honor. If It's 

19 appropriate with the Court, I think that there's no need 

20 for an opening statement, because the Court is faml/lar. 

21 with the case. So if we could start with our witnesses, I 

22 would ask the Court to do that. 

23 THE COURT: All right. Mr. Knudson, did you have 

24 something? 

25 MR. KNUDSON: Well, there were a Motion for 

8 

1 THE COURT: This Is the time scheduled for a 1 Protective Order and a corresponding Motion to Compel that 

2 hearing in the matter entitled United States of America vs. 2 had been filed before. I don't know if the Court intends 

3 Sprint -- I'm sorry, Sprint Communications Company ~s. 3 to bring th.O"se up or address those today, as well. 

4 Native American Telecom. I'm used to the United States 4 THE COURT: I didn't plan on addressing those 

5 being a party. 1t Just came out. 5 today. J was just gofng to allow the parties to respond in 

6 Would counsel please note their appearances for 6 normal course, and then I would enter a written ruling on 

7 the record? 7 those. 

8 MR. SWIER: Good morning, Your Honor. Scott 8 MR. KNUDSON: Then I will address those issues In 

9 Sw!er, appearing on behalf of the Defendant In th ts case, 9 my argument later today then, 

10 Native American Telecom, an LLC. 10 THE COURT: Okay. Mr. Swler? 

11 MR. KNUDSON: Scott Knudson and Tom Tobin for the 11 MR. SWIER: Thank you, Your Honor, at this time 

12 Plaintiff, Sprint Communications, and with us, before the 

13 rail, Is Bret Lawson, In-house counsel for Sprint 

14 Communications. 

15 THE COURT: Thank you, Before 1 take up the 

16 Motion for a Prellmlnary Injunction, I wanted to raise an 

17 Issue. 

18 The Native American Telecom flied a Motion to Amend 

19 its Answer and to add Counterclaims. I know this was just 

20 Flied within the last week. I was wondering if Sprint Was 

21 going to be objecting to that, or !f you would need the 

22 rest of your time to determine whether you would be 

23 objecting. 

24 MR. KNUDSON: Your Honor, we would st!pulate to 

25 Its filing. That would obviate the need for the Court to 

12 I would ask If the parties have any witnesses for their 

13 case ln chief, that those witnesses be sequestered, please. 

14 THE COURT: The Mot!on to Sequester all witnesses 

15 Is granted, except for the corporate representative would 

16 be allowed to stay in, I assu·me he Is the corporate 

17 representative. 

18 MR. KNUDSON: He is. 

19 THE COURT: Okay. 

20 MR. SWIER: Your Honor, if I may, Mr. Lengkeek Is 

21 serving as the corporate representative today, and he wlll 

22 a!so be one of my witnesses. May he be allowed to sit with 

23 me? 

24 THE COURT: He may. 

25 MR. KNUDSON: Excuse me. What rs Mr. Lengkeek's 
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status then? 

THE COURT: He--15-the corPOrate representative. 

Is he also your first witness? 

MR. SWIER: He'll be my second Witness, 

Your Honor. At this time I'll ask Carlos Cestero to please 1 

take the stand. 

Your Honor, what I've done is I've provided 

Mr. Cestero with the or!g!nal exhibits. I've also provided 

copies of the exhibits both to the Court and to opposing 

counsel, so everyone is working off the same page. 

THE COURT: All right. 

CARLOS CESTERO, 

called as a witness, being first duly sworn, testifi"ed as 

follows: 

DIRECT EXAMINATION 

BY MR. SWIER: 

Q, Good morning, Mr. Cestero. Would you please Introduce 

yourself to the Court? 

A. Sure. My name is Carlos Cestero. 

Q. And would you, please, spell your name for the Court 

and the court reporter? 

A. Sure. C-A-R-L-0-S. Last name is C-E-S-T-E-R-0. 

Q. I'll refer to you as Carlos. Is that all right? 

A. That's fine. 

25 Q. Carlos, what's your business address? 

10 

1 A. 110 West Ocean Boulevard, Suite A, Long Beach, 

2 California 90802. 

3 THE COURT: Counsel, If I could just remind you,, 

4 anytime you have somebody give their complete business 

6 address, you'!! have to do a redaction of the transcript. 

6 So unless there's a real need to have thelr entire business 

7 address, and unless you really want to do redactions to the 

8 transcript, you don't need to ask for a formal address. 

9 MR. SWIER: I will not ask again, Your Honor. 

10 Thank you. 

11 BY MR. SWIER: 

12 Q, Carlos, would you share with the Court your 

13 educational background, please? 

14 A. Sure, After high school, I went to college at 

15 California State University Long Beach, where I graduated 

16 with an accounting degree. 

17 Q. What year did you graduate With your accounting 

18 degree? 

19 A. 1994. 

20 Q. Since you graduated Cal State Long Beach ln '94, have 

21 you been working in your related accounting field? 

22 A. Yes, I have. 

23 Q, cartos, woul~ you share with us your employment 

24 history since you graduated from college? 

March 3 2011 
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called Balboa Capital. I worked there for about nine and a 

half years~~--

Q. What did you do at Balboa Capital? 

A. I had.~. variety of different things. I was an 

accountant. I handled the securitization accounting, cash 

management. I handled the funding operations, as well as 1 

was the COO during the last few moments of my tenure there. 

Q. Just remember, for the court reporter, please slow 

down. 

A. All right. 

Q. Carlos, what did Balboa do? 

A. They ~re an equipment leasing company. 
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Q, Y.ou shared with us your duties there. How long were 

you with Balboa? 

A. About nine and a half years. 

Q. When did you leave Balboa? 

A. About 2005. 

Q. Why did you leave Balboa? 

A. I found another position at another company. 

Q, When you left Balboa, what was your next employment 

oppo~unlty? 

A. It Was a company called Nationwide Funding, 

Q, What does Nationwide Funding do? 

A. Equipment leasing. 

25 Q, What were your duties at Nationwide? 

1 A. I was the CFO, 

2 Q. What duties entailed the CFO position? 

12 

3 A. That ~Ould Involve managing all the accounting 

4 records, the bookkeeping, journal entries, reconciliations, 

5 anything related to a normal controller/CFO type of 

6 position. 

7 Q. How long were you In that position? 

8 A. About two years. 

9 Q. After you left, was It Nationwide? 

10 A. Yes. 

11 Q, After you left Nationwide, what was your next 

12 employment opportunity? 

13 A. I went to work for a company called Strada Capital 

14 Corporation. 

16 Q. Can you spell that, please? 

iii A. S-T-R-A-D-A C-A-P-1-T-A-L corporation. 

17 Q, What did you do at Strada? 

18 A. Strada, I was their chief operating officer, as well 

19 as their controller. 

20 Q. How long were you at Strada? 

21 A. For about three years almost. 

22 Q, Descrlbe for us your day-to-day duties at Strada. 

23 A. I managed the books, handled the operational side of 

24 the business, did the reconciliations, did all the record 

25 A. Sure. My first job out of college was at a company 25 keeping. Normal controller/CFO-type responsibilities. 

Jill M. Connelly 605-330-6669 Page 9 to 12 of 256 

) 



• 

( 

( 

( 
•. 

Motion Hearlna March 3, 2011 

13 15 

1 Q, And you left Strada when? 1 sufficient? 

2 A. 2009. 2 A. Yes • 

3 Q. Why did you leave Strada In 2009? 3 Q. You'll know what I'm talking about? 

4 A. For another opportunity. 4 A. Yes. 

5 Q. What was that opportunity? ·5 Q. What other entities do you serve as the controller? 

6 A. Free Conferencing Corporation. 6 A. WideVoice Communications. 

7 Q. And is Free Conferencing Corporation your current 7 Q. What other groups? 

8 employer? 8 A. FreeConferenceCall Global. 

9 A. Yes, they are. 9 Q. Anyone else? 

10 Q. Is Free Conferencing Corporation located ln 10 A. Wyde Voice, spelled slightly different, w .. y .. o .. E. They 

11 Long Beac.h, Callfornla? 11 are a conferencing bridge company. 

12 A. That's correct. 12 Q. Just to make clear, there are two companies called 

13 Q. Carlos, since graduating with your accounting degfee 13 WldeVolce, 

14 in 1994, how many years of experience do you have In the 14 A. That sound the same, yes. 

15 accounting and controller type business? 15 Q. One is spelled W-Y-D-E? 

16 A. About 16 years. 16 A. Correct. 

17 Q. Carlos, when did you begin your controller duties at 17 Q. Any other entities you serve as controller for? 

18 FreeConferenceCall? 18 A. Yes. HDPSTN. 

19 A. September of 2009. 19 Q. Can you say that one more time? 

20 Q. Real briefly for the Court, what does the controller 20 A. HDP$rN. 

21 of FreeConferenceCall do? What do you do? ' 21 Q. I want to talk about what you do for WldeVo!ce 

22 A. I maintain the books, I do all the reconciliations, 22 Communications, the W-I-D-E Voice Communications. What's 

23 prepare the financial statements, record cash receipts, 23 the purpose of W!deVoice Communications? 

24 payables, typical controller duties. 24 A. They are a telephone carrier. 

25 Q. You are the bean counter. 25 Q. What Is the purpose of FreeConferenceCall Global? 

14 16 

1 A. So to speak, yes. 1 A. It's a conferencing company. 

2 Q. Carlos, who do you get paid by each month? 2 Q. What is the purpose of Wyde Voice with a Y? 

3 A. Free Conferencing Corporation. ' 3 A. It's a conferencing bridge company, 

4 Q. So Free Conferenctng Corporation Is the entity that 4 Q. What's the purpose of HDPSTN? 

5 actually pays your salary? 5 A. They are a telephone c:ompany. 

6 A. That's correct. 6 Q. Do you know what HDPSTN Is the acronym for? 

7 Q, In addition to your duties with FreeConferenceCall, do 7 A. Yes. 

8 you also serve as the controller for any other entitles? 8 Q, What ls that? 

9 A. I do. 9 A It's High Definition Public Switch Telephone Network. 

10 Q. We're going to go through those In a second. Are you 10 Q. So, car1os1 at this time, just to make sure we 

11 paid any type of money to do the work for those entiti~s? 11 clarify, your actual job that you get paid for ls to act as 

12 A. No, I'm not. 12 the controller of FreeConferenceCall. Correct? 

13 Q. Let's talk about those other entitles you serve In 13 A. Correct. 

14 this role. What would be the first one? 14 Q. But you also serve as the controller for these other 

15 A. Free Canferenc!!"!g Corporation. 15 entitles that we've discussed? 

16 Q. You told us what you do for that. 16 A. That's correct. 

17 A. Yes. 17 Q. fJ.s an accountant, do you keep separate books for each 

18 Q. What other entitles do you serve as the controller or 18 of those respective entities? 

19 the bookkeeper? 19 A. Absoiutely. 

20 A. Native American Telecom. 20 Q, Explain to the Court the mechanics of how that's done. 

21 Q. Native American Telecom, LLC, the party that's a 21 A. First, we maintain separate databases. We also have 

22 Defendant In this case? 22 separate flle cabinets, separate file folders. Basically 

23 A. Yes, 23 everything Is separated. 

24 Q. Carlos, just for sake of shortening things up, If I 24 Q. Explain to the court why that separation between the 

25 refer to Native Amerlcan Telecom, LLC, as NAT, Is that 25 entitles is Important. 
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1 A. Well, to maintain the proper internal controls. 

- 2 Q; What do You mea:n -by "proper Internal controrS•·1 

3 A. You want to make sure nothing Is mixed In with 

4 anything else. ·you want to keep things se·parated ,f\n-~ 

5 segregated fron1 one another. 

6 Q. When you are dealing with multiple entities like that, 

7 is that a fundamental purpose of accounting pract!ee, to 

8 make sure you keep that separation very strict? 

9 A. Yes. 

10 Q, caries, In your 16 years of accounting and controller 

11 experience, have you ever deviated from those fundamental 

12 separation prlnclples? 

13 A. No. 

14 Q. Not once? 

15 A. No. 

16 Q, Since you started working for FreeConferenceCall In 

17 20091 and for the other entitles later on, have you always 

18 followed those fundamental separation prlnciples? 

19 A. Yes. 

20 Q, Carlos, one of the entitles you do the accounting work 

21 for i.s, of course, NAT, Native American Telecom. Is that 

22 right? 

23 A. Yes. 

24 Q. Explain to Judge Schreier what you do for NAT. 

25 A. I maintain the books, record all the cash receipts, 

18 

1 maintain the payables, reconcile the accounts, prepare the 

2 financial statements, normal controller/accounting 

3 responsibilities. 

4 Q, When did you take over that role for NAT? 

5 A. It was in late July of 2010. 

6 Q, So about eight months ago? 

7 A. About, yes. 

8 Q. Why did you take over that controller role for NAT? 

9 A. It was basically to ~~It was a cost efficiency move, 

10 and it allowed for us to maintain the proper controls. 

11 Q, Before you took over the book work for NAT -- strike·· 

12 that question. So you did Jt for a cost effectiveness and 

13 efficiency purpose. Is that right? 

14 A. Sure, yes, 

15 Q, Carlos, I want to talk about NAT a little bit. Will 

16 you describe for us what you understand the ownership 

17 structure of NAT to be? 

18 A. Would I describe it? 

19 Q. Yes. How is the ownership structure of NAT set up?• 

20 A. There's three separate entities. Would you like me 

21 to --

22 Q. So there's three separate entitles. Who Is the 

23 majority owner of NAT? 

24 A. The Crow Creek Sioux Tribe. 

1 A. Yes. 

- ·2 Q~- -wnafrSthafpe-rcentage?-

3 A. 51 percent. 

4 Q. ~o they are the majority owner? 

6 A. Yes. 

6 Q, You said there were three total entitles? 

7 A. Yes. 

March 3, 2011 
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8 Q. We have the first one. What Is the second entity that 

9 owns NAT? 

10 A. WideVoice communications. 

11 Q. What percentage of NAT does WideVolce Communications 

12 own? 

13 A. 24· percent. 

14 Q, Again, WldeVolce Communications, their purpose, or 

15 what do they do, Carlos? 

16 A. They are a telephone carrier. They transport traffic. 

17 Q. What Is the third entity that has an ownership 

18 Interest In NAT? 

19 A. Native American Telecom Enterprise. 

20 Q. What Cfoes that entity own, what percentage? 

21 A. They have 25 percent. 

22 Q. Just so we're clear, because the names start to get 

23 confusing, Native American Telecom Enterprise, is that a 

24 separate and distinct entity from NAT? 

25 A. Yes, It Is, 

20 

1 Q. They own what percentage again, Native American 

2 Telecom Enterprise? 

·3 A. 25.percent. 

4 Q. Carlos, I want to talk a Uttle bit about the record 

5 keeping and the books you maintain for NAT. Who has access 

6 to NAT'S financial books? 

7 A. Myself. 

8 Q. What If something happens to you? Are there codes set 

9 up with another person so they could access the financials? 

10 A. Yes, my assistant. 

11 Q, Tel_I me how that code thing works. Is Jt kind of a 

12 backup? 

13 A. Yes, it's a backup. 

14 Q, Is that standard in the accounting industry? 

15 A. Yes. You want to make sure someone can access things 

16 if you're absent or something happens to you, 

17 Q, Carlos, do you receive any payment for the services 

18 you provide ~o NAT? 

19 A. No, I do not. 

20 Q. Do you understand why that is? 

21 A. Native American Telecom cannot afford to pay for an 

22 outside accountant. 

23 Q. I want to talk about these lnternal controls a little 

24 bit, and let's go back to the entities you do work for. 

25 Q, Do you know what percentage of NAT the Tribe owns? 26 FreeConferenceCall. Who has check-writing authority 
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1 for FreeConferenceCall? 1 Q. carlos, I'd llke you to take a look at Defendant's 
-

2 A. David Erickson and Sue Erickson. 2 Exhibit -1, beCaUSe rwant ta-show Some ·af the financlal 

3 Q. Does David Erickson serve as the CEO far 3 status of NAT. What Is the date of Exhibit 1? 

4 FreeConferenceCall? ·4 A. It's 8•31·2009. ( 
5 A. Yes, he does. 5 Q. For this bank statement, what rs the deposit? 

6 Q. Who is Sue Erickson? 6 A. We're showing a deposit of $100. 

7 A. His wife. 7 Q. Carlos, are you aware of what switched access fees 

8 Q. You also do accounting work for WldeVolce, W-I-D-E 8 are? 

9 Vorce. Who has check-writing authority for that entity? 9 A. Yes. 

10 A. Pave Erickson, Sue Erickson, and Patrick Chicas. 10 Q, What are they? 

11 That's spelled C-H-1-C-A-S. 11 A. It's the payments that are made for traffic generated. 

12 Q. For FreeConferenceCall Global, who has the 12 Q. Is that the business that NAT Is involved in, part of 

13 check-writing authority for that entity? 13 their business? 

14 A. David Erickson and Sue Erickson. 14 A. Yes. 

15 Q. Who has check-writing authority for Wyde Vorce with a 15 Q, Carlos, can you tell, by looking at these bank 

16 Y? 16 statements, if the deposits NAT receives come from those 

17 A. David Erickson and Sue Erickson. 17 switched access fees? 

18 Q. Who has check-writing authority for HDPSTN? 18 A. Should be able to, yes. 

19 A. David Erickson and Sue Erickson. 19 Q. The hundred dollars that's in Exhibit 1, is that from 

20 Q. For Native American Telecom, for NAT, who has th'e · 20 a swltc~ed access fee payment? 

21 check-writing authority for that entity? 21 A. No. 

22 A. Myself and Jeff _Holoubek. H-0-L-O-U-B-E-K. 22 Q. Do you know where that comes from? 

23 Q. Does David Erickson have any check-writing authority 23 A. J can't tell from here, but I know it's not a switched 

24 for NAT? 24 access. 

( 25 A. No, he does not. 25 Q. So the first month of operation, there's a hundred 

22 24 

1 Q. Does Sue Erickson have any check-writing authority for 1 dollar depo~it. Is that right? 

2 NAT? .2 A. Yes. 

3 A. No, she does not. 3 Q. I would like you now to look at Defendant's Exhibit 

4 Q. Does Mr. Chicas have any check-writing authority for 4 No. 2. This !s another banking statement from First 

5 NAT? 5 Dakota? 

6 A. No, he does not. 6 A. Yes. 

7 Q. carlos, in front of you are a number of exhibits. I 7 Q. What's the date of Exhibit 2? 

8 would like you to take a look at those exhibits, if you 8 A. 9-30-2009. 

9 would, please. 9 Q. What .~oes that bank statement show for a deposit? 

10 A. Sure. 10 A. It shows a deposit of $50. 

11 Q. I would first llke you to take a look at Defendant's 11 Q. BaSed on your knowledge, rs that a deposit that was 

12 Exhibit No. 1. Can you tell the Court what that exhibit 12 derived from receiving switched access fees? 

13 shows? 13 A. No, it was not. 

14 A. Sure. It's the bank statements for Native American 14 Q. If you would now take a look at Defendant's Exhibit 

15 Telecom for the First Dakota National Bank ending 15 No. 3. What Is the date of this banking statement? 

16 8-31-2009. 16 A. October 30, 2009. 

17 Q. Let's clarify this. Since Native American Telecom 17 Q. What type of deposit did NAT receive In that month? 

18 became an entity, how many checking accounts has NA.Thad? 18 A. ~hey received $140. 

19 A. Two. 19 Q. BaSed on your review of Exhibit 3, did that $140 

20 Q. Was the First Dakota National Bank checking account 20 derive from switched access fees? 

21 the first one? 21 A. No, it did not. 

22 A. Yes, it was. 22 Q. If you'd now please take a took at Defendant's Exhibit 

23 Q. First Dakota National Bank Is obviously based here in 23 No. 4. What Is the date of that banking statement? 

24 South Dakota? 24 A. November 30, 2009. 

25 A. Yes, It is. 25 Q. What Is the deposit under Exhibit 47 
Jill M. Connelly. 605-330 6669 . Page 21 to 24 of 256 
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A. $65. 

-Q.--Aga!n,--based-on your--review 1-dld:-that -$65 derive-from 

any type of switched access fees? 

A. No, it did not. 

Q. Defendant's Exhibit No. 5. What's the date of that 

bank statement? 

A. 12-31-2009. 

Q. The deposit in Exhibit 5 shows how much? 

A. It shows total deposits of $5,040. 

Q, Can you tell, by looking at the bank statement, where 

the large majority of that money came from? 

A. Yes. 

Q. Where? 

A. It came from WideVoice. It was a loan to NAT. 

Q. So that $5,000 of that $5,040 was a loan from 

WldeVolce? 

A. Correct. 

Q. Do you know if that loan WldeVoice made to NAT was 

ever paid back?. 

A. Yes, it was. 

Q. When was it paid back? 

A. I believe it was paid back in February sometime. 

Q. Of? 

A. 2010. 

Q, The extra $40 of that $5,040, did that derive from 

switched access fees? 

A. No, it did not. 

26 

MR. KNUDSON: Your Honor, is he going to offer 

these as exhibits? 

MR. SWIER: I was going to offer them at the end. 

I can offer each one individually, If you 1d like. 

MR. KNUDSON: I just wanted clarification, since 

he's testifying from the exhibits before they are admitted. 

I don't have any objection to their admisslo~. 

THE COURT: Why don 1t you offer them all at this 

point. Then If he has an objection, I can take up the 

objection. 

MR. SWIER: Thank you. Your Honor, at this time 

I would move to admit Defendant's Exhibits 1 through I 

belleve It's 29. 

THE COURT: Why don't we just do the bank records 

at this point. 

MR. SWIER: Then, Your Honor, we would offer 

Defendant's Exhibits 1 through 25. 

THE COURT: Any objection to 1 through 257 

MR. KNUDSON: Before I respond, Your Honor, I 

would like to add that I w!ll also be using an exhibit that 

will be the same records, but they are numbered, and I wlll 

be referring to them by that identification number so It 

will move my Interrogation along more quickly. I don't 

March 3 2011 
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1 object to his exhibits as to bank records. 

2 -- THE GQURT: All right.-E:xhibits lthrough,25 are-- -

3 received. 

4 MR. SWIER: Thank you, Your Honor. 

5 BY MR. SW!ER: 

6 Q. Carlos, I would now like you to look at Exhibit 6. 

7 What's the date of that banking statement? 

8 A. January 29, 2010. 

9 Q, What does that bank statement show as far as deposits 

10 for NAT? 

11 A. Zero:· 

12 Q. Now I1d like you to look at Defendant's Exhibit No. 7. 

13 

14 

What Is the date of that banking statement? 

A. February 26, 2010. 

15 Q. Does that banking statement reflect any deposlts? 

16 A. Yes, it does. 

17 Q. What amount of a deposit does Exhibit 7 show? 

A. $114,138.47. 18 

19 Q. So we've gone from a very minimal amount for the first 

20 four Or.five months to now we're talking some real money? 

21 A. Yes. 
22 Q. Carlos, can you tell, from looking at that banking 

23 statement, where that $114,000 derived from? 

24 A. Yes. 
25 Q. Where? 

28 

1 A. It came from our billing agent. They're called CABS 

·2 Agent, 

3 Q. Briefly how does that work with CABS Agent? What Is 

4 it? 

5 A. They basically bill on behalf of NAT for the traffic 

6 that's generated, and they collect on Its behalf. 

7 Q. Is using an agent like CABS a standard method of 

8 billing in the telecommunications industry? 

9 A. Itis.-· 

10 Q, Ca_rlos, again, based on your review of Exhibit 7, that 

11 $114,000, did that derive from switched access fees that 

12 were paid by carriers? 

13 A. Yes. 

14 Q. Just to clarlfy, in February of 2010, that's when NAT 

16 started to be paid for switched access fees? 

16 A. That is correct. 

17 Q. Carlos, I would llke you to look at Defendant's 

18 Exhibit No. 8. What's the date on that bank statement? 

19 A. March 31, 2010. 

20 Q. What does it show for NAT's deposits? 

21 A. Shows total deposits of $149,601.40. 

22 Q. Can you tell from that banking statement how much of 

23 that amount derived from switched access payments from 

24 carriers? 

25 A. Yes, I can. 

. 
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1 Q. How much? 

2 A. $142,043.72. 

3 Q. Carlos, do you know of those payments·, did some ~f 

4 those payments come from switched access fees that were 

5 paid by Sprint? 

6 A. I do not know. 

7 Q. Carlos, now look at Exhibit No. 9. What is the date 

8 of that banking statement? 

9 A. April 30, 2010. 

10 Q, What does that exhibit show as far as access fees that 

11 were received? 

12 A. Access fees? 

13 Q. Yes. 

14 A. $7,909.88. 

15 Q. Can you explain the downward trend between the 

16 previous month, which was $142,000, and now we're down to 

17 $7,000 or so? Did a payment come in late? 

18 A. I believe so. 

19 Q, Now I'd like you to took at Exhibit 10. What is th,e· 

20 date of that banking statement? 

21 A. It is May 28, 2010. 

22 Q. Does that show that NAT received a deposit? 

23 A. Yes, It does. 

24 Q. How much was the deposit NAT received? 

25 A. $217,877 .45. 

30 
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1 Q. How much? 

2 A. $158!955.70. 

3 Q. If you'd now look at Exhibit 13, please. What's the 

4 date of that banking statement? 

6 A. August 31, 2010. 

6 Q, Does that banking statement reflect a deposit made by 

7 NAT? 

8 A. Yes, it does. 

9 Q. How much? 

10 A. $128,855.42. 

11 Q. Is thai:"amount derived totally from switched access 

12 payments? 

13 A. Yes. 

14 Q. Just to clar!fy, Carlos, you can tell that by looking 

15 at the deposit on the banking statement. Is that right? 

16 A. By the description. 

17 Q. Carlos, if you would now look at Exhibit 14, please, 

18 What's the date of that banking statement? 

19 A. It is September 30, 2010. 

20 Q. What type of deposit Is shown there? 

21 A. Zero. 

22 Q. Is that approximately when you took over the 

23 controlling function for NAT? 

24 A. It's about that time, yes. 

25 Q. Let's explain to the Court. When you started to take 
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1 Q, Can you tell, by looking at that document, If that 1 over the c"ontrolling functions for NAT, did you switch the 

2 amount derived from switched access payments from carriers? · 2 checking account? 

3 A. Yes, It did. 3 A. Yes. We opened up a new account. 

4 Q. If you'd now look at Exhibit No, 11. What is the date 

5 of that bank statement? 

6 A. It is June 30, 2010. 

7 Q. Does that exhibit show that NAT received a deposit or 

8 made a deposit? 

9 A. Yes, it does. 

10 Q, How much ls that deposit, Carlos? 

11 A. They made $243,779.29. 

12 Q, Of that amount, how much of that derived from switched 

13 access fees paid by carriers? 

14 A. $239,879.58. 

16 C. If you'd now look at Exhibit 12, please. What is the 

16 date of that banking statement? 

17 A. It Is July 30, 2010. 

18 Q. Does that show -- does that banking statement show 

19 money received by NAT? 

20 A. Yes, It does. 

21 Q. How much? 

22 .6.. !t shows total deposits of $162,029.60. 

23 Q. Can you tell us, of that amount, how much derived from 

24 switched access fee payments? 

25 A. Yes. 

4 Q. Where did you open up that account? 

5 A. With Wells Fargo. 

6 Q. So, Carlos, Exhibits 14, 15, 16, 17, and 18, are those 

7 the final statements you've received for NAT from first 

8 Dakota Bank? 

9 A. Yes, they are. 

10 Q, An.d they would show what in deposits? 

11 A. Zero In eac:h. 

12 Q. Is that because any revenue NAT received from 

13 approximately October of 2010 forward went Into the 

14 Wells Fargo checking account? 

15 A. From September forward, I believe. 

16 Q. Excuse me. When you took over the books, we switched 

17 to Wells Fargo. 

18 A. Yes. 

19 Q. Carlos, so the First Dakota Bank account, is that 

20 really a dormant account? Nothing goes through there? 

21 A. It doesn't have any activity anymore. 

22 Q. Besides the First Dakota account and the new account 

23 with Wells Fargo, does NAT have any other checking accounts 

24 or money accounts out there? 

25 A. No. 
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Q, These are the only two? 

A; Yes. 

Q, Carlos, if you would now look at Exhibit 19. What 

does th!s document show? 
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A. This Is the bank statement for Wells Fargo for the 

period ending July 31, 2010, for Native American Telecom. 

Q. ls this the first banking statement NAT has with 

Wells Fargo? 

A. Yes, it is. 

Q. Does Exhibit 19 show any type of deposit? 

A. No, it does not, 

Q, Is that because it's just a brand"new account? 

A I just opened the account, yes. 

Q, You can now look at Exhibit 20, please. What ls the 

date on that Wells Fargo Bank statement? 

A. It's August 31, 2010. 

Q. What does that statement show as any deposits that 

were received by NATI 

A. It's transfers that were initiated from the First ' 

Dakota Bank to the Wells Fargo. 

Q. I want to go through this real quickly, so we can stay 

on the same page. 

On Exhibit 20 where it says "posted date." Do you see 

that about halfway down? 

A. Ido, 

34 

Q, We have a posted date of August 4 of 2010. Is that ' 

right? 

A. Yes. 

Q. How much was the amount that was transferred Into this 

Wells Fargo checking account? 

A. $75,ooo. 

Q, Explain where that $75,000 came from. 

A. It came from the existing balances In the First Dakota 

National Bank account. 

Q, So you closed the First Dakota account down and took 

whatever was in there and gave it to the Wells Fargo 

account. Is that right? 

A. Yes. 

Q. There ls also, Carlos, an amount of approxlmately 

$128,855. What does that represent? 

A. That's the switch carrier payments we received in the 

First Dakota Bank that I transferred from First Dakota._Bank 

to the Wells Fargo Bank. 

Q. So both of those items are just transferred from 

First Dakota to Wells Fargo? 

A. Right. 

Q, Carlos, I want you to look at Exhibit No. 21. What Is 

the date on that Wells Fargo statement? 

A. September 30, 2010. 

Q. Does that statement show that NAT received a deposl~? 
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A. Yes, it received three. 

a:--WfiiffS'the totalOflFiOSe dePoSitS? ___ _ 

. 3 A. $38,765.67. 

4 Q. Do you know where that amount of money derived from? 

5 A. From switched access. 

6 Q, So we're back to receiving switched access payments 

7 from the carriers? 

8 A. Yes. 

9 Q, Carlos, if you would now take a look at Exhibit 22, 

10 please. What's the date on that Wells Fargo statement? 

11 A. Oc~ober 31, 2010. 

12 Q. What does it show for NAT's deposits for that 

13 statement? 

14 A. Shows $6.54. I take that back. There's a total of 

15 $6,006.54. 

16 Q. Do you know where that amount derived from? 

17 A. Yes. 

18 Q. Where? 

19 A. $6;54 came from switched access; and $61000 was a loan 

20 from WideVolce. 

21 Q. To NAT? 

22 A. To NAT, yes. 

23 Q. Before we go any further, are you familiar with the 

24 loan agreement between WldeVolce and NAT? 

25 A. The loan agreement between --

.1 Q. Do you know lf there's any terms for that loan 

2 agreement or anything? 

3 A. I don't know specific terms. 
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4 Q, Fair enough. So under this statement, NAT received 

5 $6.54 of access fees. Correct? 

6 A. Yes. 

7 Q, Carlos, you're obviously aware of the various 

8 lawsuits, ln_cludlng this one we're currently In. Correct? 

9 A. Yes. 

10 Q, Can you tel! the Court what happened around this time 

11 where your access fees have gone from hundreds of thousands 

12 down to $6.54? 

13 MR. KNUDSON: Objection. Vague as to time, 

14 THE COURT: Sustained. Rephrase your question. 

15 BY MR. SW1ER: 

16 Q, Approxlmately October of 2010, Carlos, the same time 

17 as this statement, can you tel! the Court what was going on 

18 with the legal status of the cases here In South Dakota? 

19 A. Yes. Sprint brought suit to Native American Telecom. 

20 Q. When Sprint brought suit against Native American 

21 Telecom, I would presume that all the other carriers, at 

22 least, kept paying you. Didn't they? 

23 A. No, they didn't. 

24 Q. Well, who stopped paying you? 

25 A. Most of them. 
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Q, O_ther_ than_$6.547 

A. That's correct, 

37 
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Q, Carlos, If you would now look at Exhibit 231 please. 

What's the da.te on that banking statement? 

A. November 30, 2010. 

Q, What does it show for deposits that were received from 

NAT? 

A. Total deposits? 

9 Q. Total deposits first. 

10 A. Total deposits, we've got$58,077.69. ~ 

11 Q. Of that amount, how much of It derives from switched 

12 access fees NAT received? 

13 A. $7,077.69. 

14 Q, In Exhibit 23 there are also a couple references to a 

15 couple rather large numbers that says "onllne transfer 

16 loans." Do you see that? 

17 A. Ido. 

18 Q, Will you share With the Court what those numbers , 

19 reflect? 

20 A. Those are loans from WideVoice to Native American 

21 Telecom. 

22 Q, How much was the loan amount WldeVolce made to NAT 

23 that month? 

24 A. $51,ooo. 

2:5 Q. As the controller of NAT and being familiar with the 
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1 financials of both WideVoice and NAT, why was that loan 

2 made from WideVoice to NATI 

3 A. To cover operating expenses. 

4 Q. Because the switched access payments relatively 

5 stopped? 

' 

6 A. That's correct. Didn't have enough funds to cover Its 

7 own expenses. 

8 Q, If you would now look at Exhibit No. 24. What ls the 

9 date on that banking statement? 

10 A. December 31, 2010. 

11 Q, What does that statement show regarding deposits from 

12 NAT? 

13 A. Shows total deposits of $47,519.77. 

14 Q. Did NAT receive any switched access fees from the 

15 carriers, and if so, how much? 

16 A. They did. They received $3,519.77. 

17 Q. And the remainder of that amount came from who? 

18 A. Loans from WideVoice to Native American Telecom. 

19 Q. Why did WldeVolce make the loan to Native American 

20 Telecom? 

21 A. Again, to cover the expenses Native American Telecom 

22 couldn't pay. 

23 Q. Because the access fee payments stopped? 

24 A. That's correct. 

1 t~_e _date on ~hat_~~nki!"lg statement? 

A. January 31, 2011. 

Q, What does it show for deposits for NAT? 

A. Shows total deposits of $45,031.02. 
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Q. Of that amount, what constitutes switched access fees 

received by NAT? 

A. $31,02. 

Q. Where did the other $45,000 derive? 

9 A. Loans from WldeVolce to Native American Telecom. 

10 Q. Why did WideVolce make those loans? 

11 A. Foi- the same reason. Couldn't afford -- didn't have 

12 any money to pay their operating expenses. 

13 Q, The switched access fee payments stopped? 

14 A. Yes. 

15 Q. Carlos, lfyou would, would you, please, take a look 

16 at Exhibit No. 267 

17 A. Sure. 

18 Q. 1'11 give you a minute. Are you familiar with that 

19 document? 

20 A. lam. 

21 Q, What is that document? 

22 A. This represents the Balance Sheet for Native American 

23 Telecom as of December 31, 2010. 

24 Q, I want to run through this very quickly with you. 

26 Look under the "Chei:klng and Savings" column, Do you see 
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1 that? 

2 A. Yes. 

3 Q. How much money remains tn that First Dakota checking 

4 account? 

5 A. $1,814.19. 

6 Q, How much cash is In the Wells Fargo account that you 

7 opened when you first started doing the controller 

8 function? 

. 9 A. $10,043.06. 

10 Q, So as of December 31, 2010, just a couple months ago, 

11 what were NAT's total current assets In those two accounts? 

12 A. $11,857.25. 

13 Q. If we go down under the "Fixed Assets," we have a line 

14 Item that talks about "Computer Equipment." Will you 

16 explaln to us, please, what that is? 

16 A. Sure.--That's computer equipment related to the 

17 Comm1:1nlcatlons Center and Internet Library at the 

18 Crow Creek Reservation. 

19 Q. Those are fixed assets from NAT that were placed on 

20 the Reservation? 

21 A. Correct. 

22 Q, There's also a line there that says "Furniture and 

23 Equipment" for $617.00. What's that? 

24 A. That also goes towards the Communications Center and 

25 Q, Carlos, if you would now look at Exhibit 25. What's ' 25 Internet Library located on the Reservation. 
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1 Q. Then we have a big number. We have a $216,000 ~umber 1 Q, Do yoii "know who that person is? 

--2 --ror"Wl~NaX-EQUIPmenr.·"-What-does- th-af-represent? ________ - - -~ 2 A. -As~·of which date?- -- -- ----- -

3 A. That's the cost of the communications tower that was 

4 put on the Reservation. 

5 Q. That's all the hardware and software that goes with 

6 that? 

7 A. Yes. 

8 Q. So, Carlos, total fixed assets as of December 31, 

9 2010, are what? 

10 A. $224,914.85. 

3 Q. As of today. 

4 A. As of today? Yes. 

6 Q, Who Is that? 

6 A. It would be Kolpfstin &.. Kapur. 

7 Q, Could you spell that, the best you can? 

8 A. K-0-L-P-F-S· T-I-N and K·A-P-U-R. 

9 Q. That's an accounting firm from where? 

10 A. Thay're located in Irvine, California. 
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11 Q, Now lfwe look under the "Liabilities and Equity" 

i 2 column, do you see that? 

11 Q. Does that accounting firm have any type of ownership 

12 interest In NAT? 

13 A. I do. 13 A. None whatsoever. 

14 

15 

16 
17 

18 

Q, It says "Current Liabi!lties," and then lt says "Other 

Current Liabilities," and then It gets down to, It says 

"Due to WldeVolce Communications." Do you see that? 

A. Yes. 

Q. What does that represent? 

14 

16 

16 
17 

18 

Q. Does that accounting firm have any type of ownership 

Interest In any of the other various entities that you do 

ac:counting work for? 

A. None-whatsoever. 

Q. So .they come In and do your taxes? 

19 A. It's a combination of two things. It's a combination 

20 of expenses that WideVoice has paid on behalf of Native 

21 American Telecom, as well as loans it made directly to 

22 Native American Telecom. 

19 A. Yes. They are completely independent. 

20 Q, Carlos, there's also a lfne item there for "Net 

21 Income" for approximately minus $134,000. What does that 

22 represent? 

23 Q, That total amount due to W!deVoice, either through 

24 them paying for equipment or giving loans, Is how much? 

26 A. $474,949,38. 

23 A. Those are the losses for the period from January 

24 through December of 2010. 

25 Q, You too}<. about a $135,000 !oss? 
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1 Q. Do you remember when WldeVo!ce started either paying 1 

2 for things on behalf of NAT or started to provide the 2 

3 loans? Do you remember when a!I of that started? 3 

4A.Ido. 4 

6 Q. When was that? 6 

6 A. It was around June of 2009. 6 

7 Q. Then, Carlos, there are a couple things under 7 

8 "Equity." The first Item Is "Retained Earnings" for ' . 8 

9 approximately $75,000. Explain to the Court what that 9 

10 represents, please. 10 

11 A. Retained earnings is the losses from the prior year. 11 

12 Q, "Shareholder distributions." What does that 12 

13 represent? 13 

14 A. Those are expenses that~~ or transactions that took 14 

15 place throughout the years that we classified as 15 

16 shareholder distributions that were incurred by members of 16 

17 Native American Telecom Enterprise that we classified as 17 

18 shareholder distributions, because we weren't exactly sure 18 

19 if we wanted to classify those as expenses on the books of 19 

20 Native American Telecom untll everybody had a chance to 20 

21 figure out if they wanted to allocate those in that manner. 21 

22 Q. Does NAT have an Independent tax accountant? 22 

23 A. Independent tax accountant? 23 
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A. Yes. 

Q. "Total Equity" of minus $2381000, approximately. 

Where does that number derive? 

A. That's the cumulative total of the equity, retained 

earnings, shareholder distributions, and the net Income of 

this year •. 

Q. So totc;i!_ !!abilities and equities of course always add 

up to the total assets. What does that show, Carlos, the 

"Total Llabllltles and Equity"? 

A. $236,772.10. 

Q. Just as a matter of accounting, your total liabilities 

and equity and your total assets, those numbers come out 

that mirror each other. Correc:t? 

A. Yes. It's called a Balance Sheet. Everything Is 

supposed to balance. 

MR. SWIER: Your Honor, at this time I would move 

Defendant's Exhibit 26. 

THE COURT: Any objection? 

MR. KNUDSON: No objection. 

THE COURT: 26 is received. 

BY MR. SWIER: 

Q, Carlos, if you would now, please, take a look at 

Defendant's Exhibit 27. Can you please tell the Court what 

24 Q. Yes. 

25 A. Yes. 

24 this document Is? 

26 A. Sure. This is the support for the amount on the 
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1 Balance Sheet that's due to WideVoice Communications. 

2 Q, Let's go through some of those Items real quickly. 

3 Let's take, for Instance, If you look at the third column 

4 over where it says "Num." 

5 A. Yes. 

6 Q, What does that stand for? 

7 A. That's the journal number. 

8 Q, Under "Name," It says "Wirefree Communications." Is 

9 

10 

11 

12 
13 

14 

15 

16 

17 

18 

19 

20 

21 
22 
23 

24 

that right? 

A. Yes. 

Q, You have a memo that describes what that Is. What Is 

the amount under that line ltem, and what was It for? 

A. The amount is $47,750, It was for the first payment 

for the installatlon of the antenna of the communications 

tower on the Indian Reservation. 

Q, That was necessary to put the hardware and software 

and everything up probably? 

A. Yes. 

Q, Carlos, If you look at the next line~~ excuse me, two 

down, there is an amount of $32,775. Do you see that? 

A. Yes, I do. 

Q. What does that amount reflect? What payment does that 

reflect? 

A. That's another payment for the installation of the 

25 communications tower. 
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1 Q. The next Item, we have a payment of $80,290.28. 

2 Correct? 

3 A. Correct. 

4 Q. What Is that for? 

5 A. Again, it's another payment for the installation of 

6 the communications tower on the Reservation. 

7 Q, Then we go down a couple lines where we have an amount · 

8 of $26,970.93. Correct? 

9 A. Correct. 

10 Q, What's that for? 

11 A. Those are the circuit charges for the transporting of 

12 the traffic. 

13 Q. Do you understand that circuit thing at alt? 

14 A. No, I don't. 

16 Q_ You know you need crrcul1:$ to do this wo~k. 

16 A. Correct. 

17 Q, Carlos, we have an amount of $14,341. Is that also 

18 for circuit payments? 

19 A. Yes. 

20 Q. Then we have some charges for approx!mately $10,000 

21 also for circuit charges. Correct? Quite a few of those 

22 actually. 

23 A. Yes. 

24 Q. Carlos, if you then go down to where we have an amount 

25 of $20,000, which rs a loan to Native American Telecom. Is 

1 that right? 

2 A. Yes. In November? 

3 Q, Yes. 

4 A. Yes. 

5 Q. What does that reflect? 
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6 A. That's a loan from WideVoice, so that's a cash 

7 transfer. 

8 Q. Do you know why that was needed? 

9 
10 

11 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 
22 

23 

24 

A. ~o be able to allow Native American Telecom to pay its 

expenses. 

Q. It says to cover payroll, too. Is that right? 

A. Yes. 

Q. You have another circuit charge. Then you have an 

amount for $26,000. Do you see that? 

A. Ido. 

Q, What Is that for? 

A. Again, another transfer to Native American Telecom to 

allow Native American Telecom to pay its expenses. 

Q, Who is that from? 

A. WideVoice Communications, 

Q, Then we have another entry for approximately $30,000, 

What does that reflect? 

A. Another loan to Native American Telecom to cover its 

expenses. 

25 Q, Carlos~ ·at that time, is that the very mlddle of the 
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1 period where the carriers, after Sprint brought suit here, 

2 all the other carriers stopped paying NAT? 

3 A. That's about the same time. 

4 Q. Then we have the last entry there is for $12,000. 

5 Correct? 

6 A. Yes. 

7 Q. What Claes that reflect? 

· 8 A. A loan from WideVoice to Native American Telecom to 

9 cover its expenses. 

10 Q. Why did WideVotce have to make that loan to Native 

11 American Telecom? 

12 A. It didn't have enough money. It wasn't getting paid. 

13 Q, So, Carlos, when you look at the flna! column, the 

14 balance column that has a balance of $474,949.38, what does 

15 that number. reflect? 

16 A. Th~t's the amount due from NAT to WideVoice 

17 Communications for the amounts that were loaned by 

18 WideVoice Communications. 

19 Q. That's debt NAT owes to WldeVoice? 

20 A. It is, yes. 

21 Q, Carlos1 as of December 31 of 2010, ls that a true and 

22 accurate transaction account for NATI 

23 A. Yes, it .Is, 

24 MR. SWIER: Your Honor, I would move to admit 

25 Exhibit 27, please. 
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1 MR. KNUDSON: No objection. 

-· -2 -- -----·THE COURT:-··27 Is received;---

3 MR. SWIER: Thank you, Your Honor. 

4 BY MR. SWIER: 

5 Q. Carlos, ff you'd now take a look at Exhibit 28, 

6 please. What Is the date on that Balance Sheet? 

7 A. It is January 31, 2011. 
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B Q. I skipped ahead. I'm sorry. What Is this document, 

9 Exhibit 28? 

10 A. It represents the Balance Sheet for Native American 

11 Telecom as of January 31, 2011. 

12 Q. So about a month ago. Correct? 

13 A. Correct. 

14 Q. Is this the most up-to-date Balance Sheet Native 

16 American Telecom has? 

16 A. Yes. 

17 Q. Did I ask you to prepare this so you could give the 

18 Court the most updated information? 

19 A. Yes. 

20 Q, Carlos, let's look at Exhibit 28 real qulckly. Again, 

21 under the "Checking and Savings" account, we have the First 

22 Dakota National account for approximately $1,800. Correct? 

23 A. Correct. 

24 Q. And that one is just sitting dormant. There's no 

25 activity there. 

1 A. There's no activity on there. 
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2 Q. Then we show approximately $23,702 in the Wells Fargo 

3 account. Is that right? 

4 A. Yes. 

6 Q. So our total checking and savings between those two 

6 accounts is what? 

7 A. A total of $25,516.34. 

8 Q. Then we go down under "Fixed Assets," "Computer 

9 Equipment, Furniture and Equipment, and WI-Max Equipment." 

10 Is that the same as you testified to in the yearly Balance 

11 Sheet a few minutes ago? 

12 A. Yes. 

13 

14 

15 

16 

Q. Now let's go down -~so "Total Assets," It looks like, 

is how much, Carlos? 

A. $250,431.19. 

Q. Now let's look at the "Llabllfty" section. As of 

17 approximately a month ago, how much does NAT owe to 

1 B WideVoice Communications? 

19 A. It shows $5301689.43. 

20 Q, The "Total Uabillties" for NAT are that amount, too? 

21 A. Yes, they are. 

22 Q. Then we go under "Equity,'' the "Retained Earnlngs." 

23 We have a negative $210,592.66. Correct? 

24 A. Correct. 

25 Q. What does that reflect? 
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1 A. That's the cumulative losses that NAT has Incurred for 

---- - ---2----the-periods·from 2009 through-2010. ------ - - ---

3 Q. "Shareholder Distributions," you commented on that 

4 earner. Is that the same? 

6 A. That's the same. 

6 Q, The "Net Income" of a negative $42,0001 approximately. 

7 What does that show? 

8 A. That's the current month's losses. 

9 Q, S_o "Total Equity," Carlos, shows what? 

10 A. Ne~ative $280,258.24. 

11 Q. Just to make sure we have these numbers straight, 

12 under this Balance Sheet, NAT shows they had about $25,516 

13 In the bank. Is that right? 

14 A. That's correct. 

16 Q, And Its Uab!litfes that were owed to WldeVoice were 

16 approximately $530,000. Is that right? 

17 A. That's· correct. 

18 Q, Carlos, did I ask you to check on what's In the 

19 checking account as of last night? 

20 A. You did, yes. 

21 Q. Share with the Court what NAT's account balance is as 

22 of last evening? 

23 A. It's just a little over $6,000. 

24 Q. Why did we go from having $25,000 in the checking 

26 account last·month to now we're down to a llttle over 
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1 $6,000? 

2 A. Because It still hasn't received any payments, and 

3 it's h_ad certain expenses that it's paid. 

4 MR. SWIER: Your Honor, If I have not done so, I 

5 would move Exhibit 28 Into evidence. 

6 THE COURT: Any objection? 

7 MR. KNUDSON: No objection, Your Honor . 

. 8 THE COURT: 28 is received. 

9 BY MR. SWIER: 

10 Q, Carlos, as the controller of NAT1 are you aware of a 

11 Marketing Fee Agreement that Native American Telecom has 

12 with FreeConferenceCall? 

13 

14 

15 

16 

A. Yes, I am. 

Q, Based only on your knowledge, but what do you 

understand that agreement between NAT and 

FreeConferenceCall to be? 

17 A. My understanding is that Native American Telecom gets 

18 to keep 25 percent of the access charges received. 

19 Q, Native American Telecom gets to keep 25 percent of the 

20 gross or the net access fees? 

21 A. The gross. 

22 Q, In your role as a controller for these companies, and 

23 based on t!;'I~ knowledge and experience you've gained, have 

24 you had an opportunity to review multlple marketing 

25 agreements between FreeConferenceCall and other companies 
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a_round the_co_untry? 

A. I'm familiar with other arrangements. 

Q, Does FreeConferenceCall enter Into these type of 

Marketing Fee Agreements with other local exchange 

carriers? 

A. Yes. 
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Q. And is the Marketing Fee Agreement between 

FreeConferenceCaH and Native American Telecom, does that 

pretty much repllcate the other agreements tharyou are , 

famlllar with? 

MR. KNUDSON: Objection. Foundation. 

A. Yes. 

THE COURT: Overruled. You may answer. Or the 

answer will stand. 

BY MR. SWIER: 

Q. "Yes," you said? 

A. Yes. 

Q. Carlos, you Indicated earlier you also served as the 

controller for Widevolce, W-I-D-E Voice. Correct? 

A. Yes, 

Q. I want to go back to October of 2010. That is when 

the switched access revenues for NAT went from hundreds of 

thousands down to almost nothing. Is that right? 

A. That's correct. 

Q. You Indicated that was approximately the time that 

Sprint started bringing suits, lawsuits against NATI 

A. Yes. 
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Q, At that same time did WideVoice Communications start 

to have problems with carriers like Sprint not paying their 

switched access fees? 

A. Sure. 

MR. KNUDSON: Objection. Relevancy. 

THE COURT: Overruled. 

A. Shortly after, yes, they did start receiving problems 

with payments. 

BY MR. SWIER: 

Q, Describe that, please. 

A. Many of the carriers just simply stopped paying. 

Q. What, they cut their payments In half, or what did 

they do? 

A. Some just stopped paying altogether. 

Q, was Sprint one of those that stopped pay!ng 

18 altogether? 

19 A. Yes. 

20 Q, So, Carlos, what we had then at the same time, tell me 

21 If this is right, we had the switched access fees, payments 

22 stopped to both WldeVoJce and to NAT. Is that right? 

23 A. That's correct. 

24 Q, There was a recent development over the last couple 

25 weeks regarding NAT. Did NAT receive a switched access fee 

1 paym~nt from AT&T? 

2 A. Ref::ently? 

3 Q. Yes. 

4 A. Yes. 

5 Q, When did NAT receive that AT&T payment? 

6 A. It was In late January of 2011. 

7 Q, So about a month ago? 

8 A. About a month ago, yes. 

55 

9 Q, How much dld AT&T pay NAT for its switched access 

10 fees? 

11 A. About $150,000. 

March 3 2011 

12 Q, When NAT received that money from AT&T, what did NAT 

13 do with It? 

14 A. NAT had to pay WideVolce back for the debt It had on 

15 its books. 

16 Q, So of that $150,000, how much was paid to repay 

17 WideVoice fo·r the loans? 

1 a A. $140,000. 

19 Q. So NAT retained about $10,000 of that? 

20 A. Correct. 

21 Q, That amount Is now down to about $6,000 in the 

22 checking account? 

23 A. correct. 

24 Q. Hold on here, because I have a question. Under the 

26 Marketing fee Agreement that you talked about a few minutes 
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1 ago, isn't 75 percent of those switched access fees 

2 supposed to go to FreeConferenceCall for the work they do 

3 for NATI 

4 A. 1t is. 

5 Q, Then I presume you honored the contract and paid 

6 FreeConferenceCall their 75 percent of that $150,000. 

7 Didn't you?·· 

· 8 A. WE: did not. 

9 Q. How come? 

10 A. Because WideVoice demanded their payment from NAT. 

11 Q, So now we have a situation where NAT owes both 

12 WideVolce for loans, and it also, under its contract with 

13 FreeConference, owes them? 

14 A. Correct. 

15 Q. Why doesn't NAT just write out a check to 

16 FreeCo~ferenceCall and abide by your contractual agreement? 

17 MR. KNUDSON: Objection. Speculation. 

18 THE COURT: Overruled. You may answer. 

19 A. NAT demanded their payment. 

20 BY MR. SWIER: 

21 Q. WldeVoice? 

22 A. !'m sorry. WldeVoice demanded tlteir payment from NAT. 

23 Q. Well, ~n't NAT just write a check out of Its checking 

24 account to pay FreeConferenceCall? 

25 A. It doesn't have any more money, 
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1 Q, So you received that payment from AT&T the end of 

--- -=-2:-JariUary; itbo-ura-month ago;·---ccfrre-ct?--

3 A. Correct. 

4 Q, When that payment came -- have you received any other 

6 payments from any other carriers? 

6 A. No, we haven't. 

7 Q. Have you received five cents from Sprint? 

8 A. No. 

9 Q. Does NAT continue to provide service to Sprint's 

10 customers? 

11 A. Yes, It does. 

12 Q, Does Sprint accept that service from NAT? 

13 A. Yes, it does. 

14 Q. But It just doesn1t pay you, 

15 A. Right. 

16 Q, If AT&T made a payment to NAT back t~e end of J~nuary,_ 

17 if AT&T is going to start making consistent payments,'would 

18 that make a huge difference for NAT? 

19 A. Yes. 

20 Q. caries, If AT&T would have made Its payment a few days 

21 ago, the end of the month, like it was supposed to, would 

22 that help NAT? 

23 A. Yes. 

24 Q, Carlos, did AT&T make their regular monthly payment 

25 this month or in February? 
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1 A. No, they did not. 

2 Q, You've been in South Dakota for a few days. Correct? 

3 A. Yes. 

4 Q, When was the last time you checked to see lf, indeed, 

5 AT&T is continuing to make Its payments? 

6 A. I checked last night. 

7 Q, And rm sure they paid? 

8 A. They did not. 

9 Q, Has Sprint paid? 

10 A. No. 

11 Q. You Indicated of the $150,000 AT&T payment, $140,000 

12 went to WldeVoice to start to pay the loans back? 

13 A. Yes. 

14 Q, Why was that? Why did you pay WldeVoice? Why did you 

15 start paying their loan back? 

16 MR. KNUDSON: Objection. Cumulative. 

17 THE COURT: Sustained. 

18 BY MR. SWIER: 

19 Q. Carlos, you are familiar with the financial status of 

20 WldeVolce Communications? 

21 A. Yes. 

22 Q. Based on your knowledge as WldeVoice's controller, 

23 based on their financial status, is WldeVoice 

24 Communications going to continue to loan NAT money? 

25 MR. KNUDSON: Objection. Foundation. Hearsay. 
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THE COURT: Sustained. 

BY MR. SWIER:-- -

3 

4 

5 

Q, Are you familiar with WldeVolce's financlal status? 

A. Yes. 

MR. KNUDSON: Objection. Relevance. 

6 THE COURT: Overruled. 

7 A. Yes. 

8 BY MR. SWIER: 

· 9 Q, Wi~eVolce Communications isn't in a position to keep 

10 paying NAT these loans. Is it? 

11 MR. KNUDSON: Objection. Leading. 

12 THE COURT: Sustained as leading. 

13 BY MR. SWJER: 

14 Q, Are they in a position to continue to pay these loans? 

15 A. No. 

16 MR.. KNUDSON: Objection. Foundation. 

17 THE COURT: Overruled. The answer will stand, 

18 BY MR. SWIER: 

19 Q, Does NAT have any other source of Income to keep 

20 afloat If WideVoice discontinues its financial assistance? 

21 A. It does not. 

22 Q, Garlos, are you familiar with the fact that Native 

23 American Telecom has filed two access fee tariffs with the 

24 Federal CQ.f!lmun!catlons Commission? 

?5 A. Yes. 
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1 Q. You don't know the details. You just know they filed. 

2 Is that right? 

3 A. I'm aware of the filings. 

4 Q, Do you know when NAT filed its first access revenue 

5 tariff with the Federal Communications Commission? 

6 A. The first tariff? 

7 Q, Yes. 

8 A. I'ri1 not one hundred percent certain. 

9 Q, Let me narrow It down. Approx!mately the winter of 

10 2010. Would that jog your memory? 

11 A. That would be about right. 

12 Q. To the best of your knowledge, has --

13 THE COURT: Are you talking about January through 

14 March of 2010, or November, December of 2010, since those 

15 are both winter months? 

16 MR. SWIER: We're talking from February 2010, 

17 Your Honor, up until today. Of course they are, as you 

18 know, two separate tariffs. 

19 BY MR. SWIER: 

20 Q. So, Carlos, let's do this. Under those two tariffs 

21 NAT has, so from February of 2010 to January of 2011, have 

22 you calculated how much Sprint owes to NAT under NAT1s 

23 switched access tariffs? 

24 A. Yes, I have. 

25 Q. Would you please share with the Court what that 
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1 outsta ndi_ng _amount _is? __ 

2 A. Sure. It's about $557,000. 

3 Q. That doesn't Include anything for February yet? 

4 A. No, it does not. It's through the November 10th 

5 billing -- I mean, January 10th billing. Excuse me. 

6 Q. So It will be more as of today? 

7 A. Yes. 

8 

9 

10 

Q, Carlos, are you famillar with the secon<;l tariff that 

NAT filed back In November? 

A. Yes. 

11 Q. I'm going to, for clarlty, I'll refer to that as the 

12 high-volume access tariff. Is that okay? 

13 A. That's fine. 

14 Q, The high-volume access tariff, are you aware the 

15 high-volume access tariff ls written a little bit 

16 differently than the Initial tariff? 

17 A. Yes. 

18 Q, Again, I know you don't know the detalls, so I won't 

19 ask you, Since that high-volume access tariff went Into 

20 place, which would be November 30 of 2010, have you 

21 calculated what Sprint owes to NAT, not under all the past 

22 debt they owe, but since November 30 of 2010 up unt11 

23 today's date? How much does Sprint owe NAT under that 

24 high-volume access tariff? 

25 MR. KNUDSON: Objection. Vague at this point. 
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1 I'm not sure If he's asking for the total, or If this is a 

2 subset of the $530,000 he testified to earlier. 

3 THE COURT: If you could clarify. Is It In 

4 addition to or is It already a part of the $557,000? 

6 BY MR. SWIER: 

6 Q. Carlos, would you clarify? First of all, under the 

7 high-volume access tariff from November 30 to the present 

8 date, what is the amount that Sprint owes under that 

9 tariff? 

10 A. $127,000. 

11 Q, Now, is that $127,000 number Included In the $557,000 

12 number? 

13 A. Part of It Is. 

14 Q. Okay. Since that high~volume access tariff went into 

15 play a few months ago, how much has Sprint paid of.that 

16 $127,000? 

17 A. None of it. 

18 Q. Zero? 

19 A. Zero. 

20 Q. Has payment been demanded by NAT or your agent? 

21 A. Yes. 

22 Q. Do you hear anything from them? 

23 A. No. 

24 Q, Your check didn't come? 

25 A. It has not come. 
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· 1 Q. When is the last time Sprint paid NAT for the switched 

2 access fees?- DO you know? 

3 A. It was around February of 2010. 

4 Q. So almost exactly a year ago? 

5 A. Yes. 

6 Q. Carlos, through your 16 years of experience in doing 

7 accounting and controller-like actions, you are familiar 

8 

•9 

10 

with business plans and how businesses come and go. Aren't 

you?· 

A. Yes. 

11 Q, Based on your experience, what are NAT's optlons at 

12 this point to move forward? 

13 MR. KNUDSON: Objection. Foundation. 

14 THE COURT: Overruled. You may answer. 

15 A. What options? 

16 BY MR. SWIER: 

17 Q, What options do they have? 

18 A. One option is to close their doors. 

19 Q. Would they have another option? 

20 A. Yes. Another option would be to file for bankruptcy 

21 protection. 

22 Q. Has NAT reached out to a bankruptcy attorney? If you 

23 know, has NAT reached out to a bankruptcy attorney here in 

24 South Dakqta? 

25 A. They have. 
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1 Q. So NAT can file bankruptcy. They can just close Its 

2 doors. Do they have any other options? 

3 A. If Sprint would pay, they could continue to operate. 

4 Q. And If Sprint would pay their debt owed, would that 

6 keep NAT afloat for the time being? 

6 A. It would. 

7 MR. SWIER: Your Honor, If I may have a minute. 

8 THE COURT: You may. 

9 MR. SWIER: Thank you. Your Honor, 1 believe 

10 that's all the questions I have. Thank you. 

11 THE COURT: Mr. Knudson? 

12 MR. KNUDSON: Yes, Your Honor. Did you want to 

13 start right away? 

14 THE COURT: Why don't we take a lO~minute break. 

15 We'll be in recess until 25 to 11:00. 

16 (Recess at 10:26 untll 10:40) 

17 THE COURT: Mr. Knudson? 

18 MR. KNUDSON: Thank you, Your Honor. 

19 CROSS-EXAMINATION 

20 BY MR. KNUDSON: 

21 Q. Good morning, Mr. Cestero. You recall we met two days 

22 ago. 

23 A. Yes. 

24 Q. We had the pleasure of doing a deposition on Tuesday. 

25 Do you recall that? 
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1 A. I do. 
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1 Q. In fact, he's the majority owner of WideVoice with 

--- =-2:::·-a.----r:iovou-reca1rwtien-yolif aepositiOi'f-\.;;ras:ta:Ke-ri";-·you were-=-··- ---2:--=an 1:-:-:rs-:-th1::1t~true?- ··-···---·· -··-· -.--·· ~----

3 sworn to tell the truth. Do you remember? 3 A. Yes. 

4 A. Yes. 

5 Q, Just like you were sworn by the Court today to tell 

6 the truth. Correct? 

7 A. Yes. 

8 Q, I would like to ask you a few questions about your 

9 testimony today and what you said on Tuesday. One thing I 

10 think we shoul_d clarify is, isn't It a fact in 2010 NAT 

11 reported a gross Income of $1,148,925.84? 

12 A. Itdid. 

13 Q. It is also true, ls It not, that NAT paid as marketing 

14 expenses on its P&L $794,307.49 in 2010? 

15 A. I don't have the P&L in front of me, but it sounds 

16 about right. 

17 Q, Before we get Into those numbers, I'd like to clarify 

18 something you testified to about WldeVoice with an I. You 

19 say that's a carrier. 

20 A. Yes. 

21 Q, Then Wyde Voice with a Y. That's a conference bridge 

22 equipment manufacturer? 

23 A. Yes. 

24 Q. Free Conferencing Corporation, that provides free. · 

25 conferencing service, Correct? 
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1 A. correct. 
2 Q. Free Conferencing Global. That also provides free 

3 conferencing services. Correct? 

4 A. Yes. 

6 Q, HDPSTN Is a telephone company, you say? 

6 A. Yes. 

7 Q, Where does it do business? 

8 A. Where does HDPSTN? 

9 Q. Yes, 

10 A. It's a, start-up company. It's not actually conducting 

11 business. 

12 Q. I think the common theme in your testimony on direct 

13 was that David Erickson had check-signing authority In all 

14 these companies. Is that right? 

15 MR. SWIER: Objection, Your Honor. Mistake~ the 

16 facts. 

17 THE COURT; Overruled. You may answer. 

18 A. Not for Native American Telecom, it does not. 

19 BY MR, KNUDSON: 

20 Q. I didn't list that. WideVoice with an I, Wyde Voice 

21 with a Y, Free Conferencing Corporation, Free Conferencing 

22 Global, and HD~STN, the common theme between all those 

23 companies is that David Erickson has check-signing 

24 authority. Correct? 

25 A. He has signing authority. 

4 Q. That's a Nevada Sub S corporation? 

5 A. It is. 

6 Q. Then Wyde Voice with a Y, David Erickson is the 

7 majority o.IA'.ner of that, too. Isn't he? 

8 A. Yes. 

9 Q, And Free Conferencing Corporation, David Erickson ls 

10 the founder and chief owner of that, as well? 

11 A. Yes. 

12 Q. Likewise, Free Conferencing Global, David Erickson is 

13 the majority owner of that, as well. Correct? 

14 A. Yes. 

15 Q. HDPS'!N, Is he also the majority owner of that company? 

16 A. Yes. 

17 Q. NoW, you said today, If I understood this correctly, 

18 just confirm it for me, that you serve as the controller 

19 for these entitles? 

20 A. I serve the function of a controller. 

21 Q, You don't have the title. Just the function? 

22 A. I don't have a title. It's just a title I use, to 

23 keep things simple. 

24 Q. So yoU;re not the controller of Native American 

25 Telecom? 
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1 A. I'm not employed by anybody, other than Free 

2 Conferencing Corporation as the controller. 

3 Q, So you1re the controller of Free Conferencing 

4 Corporation then? 

6 A. Yes. 

6 Q. Now, Who do you report to at Free Conferencing 

7 Corporation? 

8 A. Jeff Holoubek. 

9 Q. What is Jeff Holoubek's title at Free Conferencing 

10 Corporation? 

11 A. He's the Director of Legal and Finance. 

12 Q, Mr. Holoubek reports to David Erickson? 

13 A. I don't know. 

14 Q, But David Erickson is the President and CEO of 

15 Free Conferencing Corporation. Is that true? 

16 A. Yes, it is. 

17 Q. Your understanding is Jeff Holoubek Is now the 

18 President of Native American Telecom? 

19 A. He is. 

20 Q, Do you know when that took place? 

21 A. I don't know the exact date. No. 

22 Q. Was it in 2010? 

23 A. I ~elieve so. 

24 Q, Would It have taken place when you assumed the duties 

25 of controller for NAT? 
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A. Excuse me? --
Q, Would Mr. Holoubek haVe become-the Presldcirifof NAT 

when you assumed the duties of the controller for NAT? 

A. I don't know when he became President of NAT. 

MR. KNUDSON: If I may approach, Your Honor. 

THE COURT: You may. 

BY MR. KNUDSON: 

8 Q. Mr. Cestero, I'm handing you what's been marked' 

9 Plaintiff's Exhibit No. 1. Mr. Cestero, take a moment to 

10 look at this. I think you've seen It before, but tell me 

11 if you recognize It. 

12 A. Yes, I have. 

13 Q. Can you identlfy it for us, please? 

14 A. It's NAT's Responses to Sprint's Document Request 

15 No. 1 through 18. 

16 Q. It's numbered NAT 00001 through NAT 00083. Is 'that 

17 correct? 

18 A. Yes. 

19 Q. Do you recognize most of this Exhibit 1 contains the 

20 bank statements from First Dakota and Wells Fargo? 

21 A. Yes, it does. 

22 Q, You recognize those as the banking statements of NAT. 

23 Correct? 

24 A. Yes. 

26 Q. And previously on your direct, they were used by 
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1 Mr. Swler Jn your examination. Correct? 

2 A. Yes. 

3 Q. What is the first page of this Exhibit NAT 00001? 

4 A. This represents the minutes generated at NAT. 

5 Q. So, 1n other words, this ls the minutes of usage by 

6 month for NAT? ' 

7 A. Yes. 

8 Q, Do you recognlze that as something generated from 

9 NAT'S business records? 

10 A. Yes. 

11 Q, Go back to the very end of this exhibit, and look at 

12 Page 82. That's the Balance Sheet. Isn't lt? 

13 A. It is. 

14 Q. This Is what was previously admitted. L6ok at the. 

15 screen, if you need to, 

16 A. Oh, yes. 

17 Q. Look at Page 83. That's the Profit and Loss 

18 Statement. Is It not? 

19 A. Yes, it is. 

20 Q. If it's easier for you to look at the paper 

21 document --

22 A. That's a little bhJiry. 

23 Q. The Profit and Loss Statement, that's something you 

24 generated. Is it not? 

25 A. Yes, It Is. 

1 
.. ,_ 2 

3 

4 

5 

6 

7 

Q. This Is from NAT's buslness records? 

··A:. - Correct. 

MR. KNUDSON: I would offer Exhibit 1. 

THE COURT: Any objection? 

MR. SWIER: No objection. 

THE COURT: Exhibit 1 Is received. 

BY MR. KNUDSON: 
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· 8 Q. Before we dig Into that, I would like to -- let's go 

9 back to Page 83, if you would. 
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10 THE COURT: Can I make a suggestion? Since the 

11 other exhibits are 1 through whatever, can we have this 

12 Exhibit A? 

13 MR. KNUDSON: That's fine. Let's relabel lt 

14 Plaintiff's A. 

15 BY MR. KNUDSON: 

16 Q. Do. you have Page 83 in front of you now? 

17 A. I do. 

18 Q. Now, you heard reference to Free Conferencing 

19 Corporation getting 75 percent of the gross revenues from 

20 NAT'S receipts from carriers paying for terminating 

21 services. Correct? 

22 A. Yes. 

23 Q. Is that then shown here on the P&L as the marketing 

24 expens~s? 

25 A. That's correct. 

1 Q. These marketing expenses were pald to Free 

2 Conferencing Corporation. Isn't that true? 
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3 A. Yes. 

4 Q. Now, I believe it's also the case you have not seen 

6 any writteo _agreement between NAT and Free Conferencing 

. 6 Corporation setting forth the terms by which NAT is 

7 obligated to pay Free Conferencing Corporation 75 percent 

8 of their gross revenues? 

9 A. I have not seen the document, no. 

10 Q. Do you know if one exists? 

11 A. I do not know. 

12 Q, You were In charge of making these transfers to Free 

13 Conferencing Corporation, were you not? 

14 A. Yes. 

15 Q. YoU did so at the direction of Jeff Holoubek. Did you 

16 not? 

17 A. Yes. He explained the relationship NAT has with Free 

18 Conferencing Corporation. 

19 Q. Free Conferencing Corporation, that's located In 

20 Long Beach at the address you gave earlier. Isn't It? 

21 A. Yes. 

22 Q, If we look at the banking statements, beginning with 

23 the Wells Fargo statements, they all start going to the 

24 same address. Do they not? 

25 A. Yes. 
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1 Q. Turn to Page 1 of Exhibit 1. What were the minutes of 

---= --2 ·~usa9e-ror:NAT-for-a11·carneni"fOr-[}ecembeY20-i:o? 

3 A. About 8.4 million. 

4 Q, Then what happened in January of 2011? 

5 A. They went up to 12 million. 

6 Q, Your understanding that Free Conferencing 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Corporation's share of NAT's revenues came from what 
• 

Mr. Holoubek told you. Is that correct? 

A. He explained the relationship, the agreement that NAT 

has with Free Conferencing Corporation. 

Q. So he told you it was 75 percent? 

A. Yes. 

Q, He rs the President of NAT. Correct? 

A. Correct. 

Q. He is also Director of Legal and Finance at 

Free Conferencing Corporation. Correct? 

A. Yes. 

Q. You followed his directives to pay this share of 

Free Conferencing Corporation's share of NAT's revenues to 

Free Conferencing Corporation in 2010. Didn't you? 

A. Yes. 

Q, Did you ever endeavor to find if there was a written 

agreement between NAT and Free Conferencing Corporation 

24 regarding the 75 percent revenue split? 

25 A. I didn't find it necessary. 

1 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

i6 
17 

18 
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Q. You just followed Mr. Holoubek's directive on that 

point? 

A. He's my direct supervisor. 

Q, So that's yes? 

A. Yes. 

Q, I believe then it's the case that NAT's business 

records are Jn Long Beach at the same location as 

Free Conferencing Corporation? 

A. Yes. 

Q. Is your understanding that WldeVoice is a member of 

NATI 

A. Correct. 

Q. They have 24 percent interest. Correct? 

A. Correct. 

Q, Have you ever looked at the Joint Venture Agreement 

between WideVoice and Native American Teiecom Enterprise 

and the Crow Creek Tribe to see how NAT Is formulated? 

Have you looked at the Joint Venture Agreement? 

19 A. I've seen the Operating Agreement. 

20 Q. So if you understand from the Operating Agreement, 

21 then WldeVoice was responsible for the bu!ldout of the 
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1 up on the budget or Balance Statement for NAT? Page 82 of 

2 ~ExhlbltL" ·cc-·c ---- --- - --------- --=--- -- -- -----
3 A. About $216,000. 

4 Q, Turn to Defendant's 27. Do you have that handy? 

6 A. What am I looking at? 

6 Q. What was previously admitted as Defendant's 27, 

7 

·e 
9 

10 

11 

12 

13 

14 

16 

16 
17 

18 

19 

20 

21 

22 
23 

A. I have·it, yes. 

Q. The $216,000 fs reflected fn this exhlbft. 

right, sir? 

A. Part of it would be, yes. 

Is that 

Q, Part of the addltlonal loan, if you will, you say is 

payments to South Dakota Network. Correct? 

A. Among other. 

Q. Then there's a direct loan to NAT itself. Correct? 

A. Yes. !There are several loans to NAT. 

Q, So.at the end of 2010, NAT reported owing WldeVoice 

almost $480,000? 

A. At the end of 2010? 

Q. Yes. Page 82. 

A. $474,000. Yes. 

Q. Did you ever determine whether there was a written 

loan agreement between WideVoice and NAT? 

A. No. l~cn not familiar. 

24 Q. No~, some of what WldeVorce purchased was part 

25 equipment to locate on the Reservation. Correct? 

1 
2 

3 
4 

5 

.6 

7 

8 

9 

10 

11 

12 

13 

14 
15 

16 

17 

18 
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A. Yes. 

Q. Do you know !f WideVo!ce took out a security interest 

in that equipment? 

A. I do not know. 

Q. Did YQU. ever see a Promissory Note between NAT and 

WldeVoJce reflecting the terms and conditions by which 

WideVoice loaned money to NAT? 

A. I have not. 

Q. Take a look at the Income Statement, if you would, 

Page 83 of Exhibit 1. 

MR. SWIER: Exhibit A, Scott? 

MR. KNUDSON: I'm sorry, Exh!blt A. 

BY MR. KNUDSON: 

Q. L_ook!ng at that, do you see anywhere that there's a 

paymerit of interest to WldeVoice In 2010? 

A. No. 

Q. Let's go back to the Balance Sheet now, Page 83 of 

Exhibit A. I would Hke to look at this $27,584 in 

19 shareholder distributions. I think you testlfled on direct 

20 that those were distributions to people in NAT, such as 

21 Tom Reiman and Gene DeJordy? 

22 

23 

24 

25 

WI-Max infrastructure on the Reservation. Is that right?, 22 

A. I'm not entirely familiar with the Operating Agreement 23 

A. They are members of Nettive American Telecom 

Enterprise. 

as to that specific item. 24 

Q. But the cost of that buildout, how much does it show 25 

Q. So .these were distributions to those two gentlemen 

that show up on the Balance Sheet for NAT. Is that 
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A. Yes. They were expenses that were incurred by those 

two that we classified as shareholder distributions. 

Q. In other words, by classifying them as "shareholder 

distributions," that's money Mr. Reiman and Mr. DeJordy 

took out of NAT. Correct? 

A. Yes. They used as certain expenses, and we decided to 

classify those as shareholder distributions until we could 

figure out how to appropriately account for those. 

Q, Now, Reiman and DeJordy had debit cards for Which they 

could draw funds out of the First Dakota accounts. 

Correct? 

A. Theydld, 

Q, They had no check-signing authotity at the Wells Fargo 

account. Did they? 

A. They did not. 

Q. Well, let's look at a few of the expenses that were 

classified as "shareholder distributions, 11 Would you take 

a look at Page 42 of Exhibit A? 

A. Okay, 

Q. Do you see those that are boxed with a notation, 
115/H Distribution Nate"? 

A. Yes. 

Q. Is that your handwriting? 

A. . That Is my handwritin9'- yes. 
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Q. Looking at these, I think we talked about this on 

Tuesday. There ls an ATM withdrawal, something 
11NCL-PEARL," which could be the Norwegian Crulseline ship, 

Pearl ln Miami. Right? 

A. n could be many things. 

Q. But lt's expenses Incurred, It says here on this 

listing, In Miami, Florida. Correct? 

A. I've seen charges that show Miami, and charges in 

California. I can't verify that. 

Q. In your handwriting, you are determining that those 

are shareholder distributions to either Reiman or DeJordy. 

Old you not? 

A. Yes. As I stated before, we classified all these 

expenses as shareholder distributions. 

Q, What business purpose would NAT have Incurring 

expenses ln Mlaml, Florida? 

A. You don't know those are In Miami. I don't know. 

Q. Let's take a look at some other expenses then. Turn 

to Page 67. Is there not an entry for a limousine charge, 

Fairfield, Connecticut? That's not allocated as a 

shareholder dlst~lbutlon. Is It? 

A. I would classify as e shareholder dlstribUtlon. Just 

because I didn't write it down, doesn't mean I didn't 

classify It. 

Q. So you think lt ls a shareholder dlstrlbutlon? 
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1 
. - -

2 

3 

A. I would classify that as a shareholder distribution. 

Q, Do you kno~·that-Gene DeJOrdy lives in·Fa-,ffi~t-d, 

Connecticut? 

4 

5 

6 

.7 
8 

9 

10 

11 

12 

13 

14 

A. I don't know exactly where he !Ives. 

Q. What business purpose would he have In taking a 

llmouslne f9f $153.00? 

A. l wouldn't begin to speculate. 

Q. Now, let's go back to 67. What was the date of this 

bank statement? 

A. What was the date? 

Q. Yes. 

A. July 30, 2010. 

Q, That's shortly before this account was drained and the · 

money shl~~d over to Wells Fargo. Correct? 

15 A. It was about the time we transferred over to 

16 Wells Fargo. 

17 Q. In fact, you opened the Wells Fargo account on 

18 July 23. Didn't you? 

19 A. Correct. 

20 Q, Once the money was in Wells Fargo, Mr. Reiman and 

21 Mr. DeJordy had no access to It. Correct? 

22 A. Correct. 

23 Q. ~ow, these two accounts are the only two accounts that 

24 NAT haS. Correct? first Dakota, which has about $1,800 

25 still, and the Well5 Fargo account having, you said just 
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1 now, $6,000. The only two signers for the Wells Fargo 

2 account are Mr. HcJoubek and yourself, Correct? 

3 A. Yes. 

4 Q, And for First Dakota, It's DeJordy and Reiman. 

5 Correct? 

6 A. Yes. 

7 Q. There are no members of the Crow Creek Tribe that have 

B signing authority on either account. Correct? 

9 A. Correct. 

10 Q, Another one for you. Take a look at Page 66, If you 

11 would. Do you see the expenses In Bismarck there on 

12 July 19, $129 for a hotel? 

13 A. Yes. 

14 Q. Does NAT provide any services Jn Bismarck, North 

15 Dakota? 

16 A. I don't know. 

17 Q, Do you know what business purpose there would be In 

18 going to Bismarck, North Dakota? 

19 A. I would not know. 

20 Q. How about New Town, Cache Restaurant, on July 20, 

21 $31.90? Do you know where New Town Is? 

22 A. f "on't know where New Town is. 

23 Q. That's in North Dakota, though. That's what it says. 

24 Do you know what the business purpose was there for 

26 someone to be drawing funds out of the First Dakota Bank 
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1 account? 1 Q. So if you received Income In the month of January, you 

-·----.1-_ -2-=-A-;-::-:I-:-cton!t~knowcc.~. ==~=~-~=~=~-~~~~1,_~_ 2----::should~post-it--:-as~reeeived::-r:ev_enu_e-in-January_=eorrect-71----· 

( 

3 Q. Did you ever ask Mr. DeJordy or Mr. Reiman why they 

4 incurred these expenses? 

5 A. I do not. 

6 THE COURT: Are you implying you would go to 

7 Bismarck or New Town for fun? 

8 MR. KNUDSON: I spent a lot of time In Bismarck. 

· 9 I would agree, probably not. 

10 BY MR. KNUDSON: 

11 Q, I would like to know how it ties up to doing business 

12 tn Crow Creek, as well. 

13 A. I do not know. 

14 Q. Isn't It true that once the money was only flowing 

15 

16 

through the Wells Fargo account, that that gave Free 

Conference Corporation control over the money? 

. 

17 A. It allowed us to manage NAT. 

18 Q. And control the flow of funds through NAT, as well. 

19 Correct? 

20 A. For proper accounting. 

21 Q, But the only people who controlled those funds were 

22 employed by Free Conferencing Corporation. Correct? 

23 A. Yes. 
24 Q. You recall you gave an Affidavit In this case. Old 

25 you not? 
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1 A. I did. 

2 Q, Handing you what has been marked for Identification as 

3 Plaintiff's Exhibit B. Take a look at Exhibit B, sir, and 

4 tell me If you recognize it. 

5 A. I recognize it, ' 

6 Q. What is it? 

7 A. It is the Affidavit of Carlos Cestero. Do you want me 

8 to read the entire thing? 

9 Q. No, I don't. It has been previously submitted to the 

10 Court as part of the moving papers of NAT. 

11 MR. KNUDSON: I would offer for purposes of this 

12 hearing Exhibit B. 

13 THE COURT: Any objection? ' 
14 MR. SWJER: No objection. 

15 THE COURT: B ls received. 

16 BY MR. KNUDSON: 

17 Q, Let me ask you about the accounting practices of NAT. 

18 It's a cash basis taxpayer. Correct? 

19 A. Yes. 

20 Q, Its method of accounting Is also the cash method of 

21 accounting. Correct? . 
22 A. Yes. 

23 Q. Isn't rt true, with the cash method of accounting, 

24 that you record income when received. Correct? 

25 A. Correct. 
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A. We record it when we deposit the check. 

Q. Deposit versus receipt? 

A. Yes. 

Q, So do·you recall when you received payment from AT&T? 

A. It was in late January. 

Q. Late January was what day In January? 

A. I don't know. I don't remember the exact date. 

Q. When were the Funds deposited Into NAT's bank account? 

A. February of 2011. 

Q. What date? 

A. The very beginning, around the 2nd. 

Q, The 2nd of February? 

A. Yes. 

Q, Let's take a look at your Affidavit, Paragraph 12. 

Would you read that for us, please? 

A. Yes. "Because of Sprint's conduct, NAT's current 

financial condition is perilous and NAT has been forced to 

exhaust its credit limits to keep operations running." 

Q, I would like, first of all, to establish the credit 

limits. Is there a Loan Agreement with any lender for NAT? 

A. 1-'m not aware of an agreement. 

Q. Does WldeVolce have a written Loan Agreement with NAT? 

A. I don't know. 
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Q, Does NAT have any llne of credit with any lender? 

A. I don't know. 

Q, So what credit limits were you referring to In 

Paragraph. 1.2? 

A. It would be WideVoice's desire to loan money to NAT • 

Q. But they didn't have an expressed llmit on what It 

would loan. Did it? 

A. I'm not aware of any limits. 

Q. I'm looking at the phrase at the beginning of 

Paragraph 12 of your Affidavit. "Because of Sprint's 

conduct." Do you see that, sir? 

A. Ido. 

Q. I.think It's your testimony that because Sprint 

refused to pay, other carriers refused to pay. Is that 

right? 

A. That's correct. 

Q, But the timing of that doesn't tie out to the revenues 

received by NAT. Does it? 

A. It does. 

Q, When was the last time Sprint paid NAT? 

A. Sprint paid NAT in February of 2010. 

Q. I think Mr. Swler ran you through the revenues being 

received by NAT after February of 2010. Didn't he? Do you 

recall that testimony? 

A. Yes. 
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_1~Q,_y_o.lJ_re...ca1Uhat___!llil_n_e_y continued to come In from 
- - --- - - - --

2 carriers throughout the summer of 2010. Correct? 

3 A. From various carriers, but some had stopped paying. 

4 Q, And some continued to pay, as welt. Is that true? 

6 A. Some had stopped. 

6 Q. And some continued to pay. Isn't that true? 

7 A. We received little bits here and there. 

8 Q. How much did Sprint pay you in 2010? 

9 A. About $29,000. 

10 Q. How much dld the other carriers in total pay you? 

11 A. I don't recall exactly. 

12 Q. Should I refresh your recollection? Let's lciok at 

13 NAT 83. How much did the other carriers pay NAT In 2010? 

14 A. About $1, 120,000. 

15 Q, I would like to look at this number. It says, "CABS 

16 Collectlon Income." "CABS," that refers to CABS Agent, 

17 does it? 

18 A. Yes. 

19 Q. That was the original billlng agent for NAT. Correct? 

20 A. No. It stands for the Carrier Access Billing. It 

21 contains some of the CABS Agent collections, in addition to 

22 our latest~~ 

23 Q. You've switched billing agents, haven't you? 

24 A. Yes. 

25 Q, Who do you use now? 

1 A .. COG Communications Data Group. 

2 Q, When did you switch? 

3 A. Sometime mid 2010. 

4 Q. Looking at Your Affidavit again. Isn't it true that 

5 because of Sprint's conduct, Sprint stopped paying in 
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6 February, but other carriers continued to pay throughout 

7 2010 up and over $1.1 mlllion. Isn't that true? 

8 A. Yes. 

9 Q. Let's take a look at Paragraph 13. Could you read 

10 that for us, please? 

11 A. Sure. "NAT is currently unable to meet its financial 

12 obligations because of Sprint's refusal to pay NAT's 

13 interstate switched access service charges," ' 

14 Q, Now, there are other carriers that aren't paying NAT, 

15 as well. Isn't that true? 

16 

17 

18 

19 

20 
21 

A. 
Q. 

A. 
Q. 

A. 
Q, 

There are. 

Is Verizon paying NAT? 

I don't know. 

Is Qwest paying NAT? 

I don't know. 

How would you know? Are there financial records at 

22 NAT that would let us know? 

23 A. I would have to look at the ledgers. 

24 Q, Well, do you have Defendant's Exhibit 27 handy? 

25 A. Yes. 
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j_ __ q. Is this part of the ledger detail that would be used 
----· - -- ----- ------ ----------- -- ---

2 to determine who was paying and who was not? 

3 A. No. These are loans. 

4 Q. This Is the ''Transactions by Account" for WldeVolce. 

6 Isn't that true? 

6 A. Thesi 8re the loans made to NAT from Wide Voice, 

7 Q. So·this Exhibit 27, that ties to your Balance Sheet, 

8 does lt not? 

9 A. Yes. 

10 Q, And the $474,949 listed as owing WldeVoice shows up on 

11 the Balance Sheet. Correct? 

12 A. Correct. 

13 Q, Well, I was asking you the other day about the support 

14 for the income on the P&L. Is there detail that supports 

15 how You determine that there was $1.148 million In revenue 

16 in NAT? 

17 A. I have the detail. 

18 Q. You have the detail. It's available to you? 

19 A. Yes. 

20 Q. That would show which carriers you're paying. Would 

21 It not? 

22 A. It would. 

23 Q. And by date? 

24 A. It would, 

25 Q, And by amount? 

1 A. Yes. 
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2 Q. And you also have records of NAT that shows what was 

3 invoiced of those carriers. Do you not? 

4 A. Yes. -. 

·6 Q, Those are business records of NAT. Correct? 

6 A. They are. 

7 Q, They are part of the determination of how much revenue 

8 NAT made in 2010. Correct? 

9 A. How much revenue It received, yes. 

10 Q, And Whether or not they are paying also bears on 

11 whether or not NAT has revenue sufficient to stay In 

12 business. S::.orrect? 

13 A. Rephrase that, I'm sorry. 

14 Q, Whether or not the carriers are paying has an impact 

15 on whether NAT continues to stay In business. Correct? 

16 A. Yes. 

17 Q, So when you prepared your Affidavit, you signed it on 

18 January 11. Is that correct? 

19 A. Yes. 

20 Q, Within a couple of weeks, NAT had $150,000 from AT&T? 

21 A. Yes, at the tail end of January. 

22 Q. Did NAT and AT&T reach an agreement for AT&T to start 

23 paying the invoices from NAT? 

24 A. l don't know. 

25 Q. Did NAT sue AT&T? 

... 
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I don't know. 1 but I would be without one. 1 A. 

2 Q. 

3 

Has NAT-sued-any other carrier for unpalffinvo!ces?--.. ·--_ - ~2 --- THE-cOURT:"'."':Qkay-. ----------.-.. -.. --

BY MR. KNUDSON: MR. SWIER: Your Honor, If I may object, please. 3 

4 The objection Is who has NAT sued? In this lawsult Sprint 

6 Is the Plaintiff. They sued NAT In this case. I want the 

6 record to reflect Who Is the Plaintiff and the Defendant 

7 here. Thank you. 

8 THE COURT: The record will so reflect. You need 

9 to answer the question. 

10 A. I don't know. 

11 BY MR. KNUDSON: 

12 Q. Have you asked Mr. Holoubek, Director of Legal and 

13 Regulatory at Free Conference Corporation, whether NAT has 

14 sued any other carriers for nonpayment? 

15 A. No. 

16 Q. Did you reference !n your Affidavit the fact that 

17 other carriers were not paying? 

18 A. I don't believe so. 

19 Q. Now, I think you were testifying, based on the earlier 

20 exhibits, about what you could determine when things were 

21 coming into Wells Fargo. Do you recall that testimony, 

22 sir? 

23 A. I do. 

24 Q, Let's take a look here at Exhibit A, Page 5. That's 

26 the statement for September of 2010. Do you see the 

1 deposits there totaling $38,000 and change? 

2 A. Yes, 
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3 

4 

5 

6 

Q. Was It your testimony that these were deposits from 

carriers paying for terminating access service? . 

A. Yes. 

Q, I believe you testified on Tuesday that you couldn't 

7 tell from this whether or not those were payments from 

8 carriers. Correct? 

9 A. Not from the statement, I couldn't tell. 

10 Q, What did you do to Investigate then? 

11 A. I looked to see if those were payments. 

12 Q. What records did you examine? 

13 A. Our Internal records. 

14 Q, Such as the detail which would back up the total gross 

15 revenues posted on the P&L for 2010. Correct? 

18 A. Sure, support for the cash receipts. 

17 Q. And you did that between Tuesday and today. Is that 

18 correct? 

19 A. I did. 

20 MR. KNUDSON: If I may approach, Your Honor? 

21 THE COURT: You may. 

22 BY MR. KNUDSON: 

23 Q, Handing you what's been marked as Plaintiff's 

Exhibit C. 24 

25 MR. KNUDSON: I'd give you a copy, Your Honor, 

4 

5 
6 

Q, Tell me If you recognize Exhibit C, sir. 

A. Ido. 

Q, What Is It? 

7 A. It ls the Defendant Native American Telecom Answers to 

8 Plaintiff Sprint Communications First Set of 

9 Interrogatories. 

10 Q. Is your signature on Page 10 of this exhibit? 

11 A. Yes, it is. 

12 Q, You reviewed and signed on behalf of Native American 

13 Telecom? 

14 A. Yes. 

15 MR. KNUDSON: I'd offer Exhibit C. 

16 THE COURT: Any objection? 

17 MR. SWIER: No objection, Your Honor. 

18 THE COURT: C Is received. 

19 BY MR. KNUDSON: 

20 Q. We've been talk!ng about the support for the P&L 

21 Statement, the detail. You recall that Defendant's 27 was 

22 the detail that supports the Balance Sheet Information on 

23 the amGunt owing WldeVolce. 

24 Let's take a look at Interrogatory No. 7. The 

25 question, It's on the screen, Your Honor, "Identify all 
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1 interexchange carriers whom NAT has Invoiced under any of 

2 Its tariffs, Jnclud!ng the name of the interexchange 

3 

4 
·5 

6 

carrier, the amounts Invoiced, and the payments received, 

If any." 

MR. SWIER: Your Honor, I'm sorry. I don't have 

that page on the exhibit I was g!ven. I go from 4 to 6. 

7 (Discussion off the record) 

8 BY MR. KNUDSON: 

9 Q. Now, that Information that's being sought from 

10 Interrogatory No. 7, that's contained In the business 

11 records of NAT. Is that correct? 

12 A. Yes. -. 

13 Q, Di~ you provide an answer to that Interrogatory 

14 answering who was lnvo!ced, which carriers paid, and how 

15 much? 

16 A. I did not. 

17 Q, Is that Information Jn that answer? 

18 A. lt is not. 

19 MR. KNUDSON: In fact, the answer, Your Honor, is 

20 objected to.on the grounds It's protected by the 

21 attorney-client privllege and the work-product doctrine. 

22 It's further objected to as being overly broad and unduly 

23 burdensome. It's further objetted to as seeking 

24 Information that ls beyond the permissible scope of 

25 discovery and that It Is not reasonably calculated to lead 
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1 to the discove['L of admissible evidence. 
- --

2 I would submit that objection Is unfounded. We were 

3 entitled to this information before this hearing, and we 

4 didn't get It. 

5 MR. SWIER: Your Honor, may I comment o~ that?. 

6 THE COURT: Why don't we take argument later. 

7 This should really be limited to questions and answers, and 

8 not argument by either counsel. 

9 BY MR. KNUDSON: 

10 Q. We didn't get that lnformatlon, did we, Mr. Cestero? 

11 A. You didn't. 

12 Q. After Sprint stopped paying in February and the 

13 revenues NAT received continued to climb, dld it peak at 

14 about $240,000 in July of 2010? ' 

15 A. Did it peak? 

16 Q. Come to its highest point? 

17 A. Yes. 

18 Q. Then a~er August 6, 2010, when NAT received over 

19 $128,000 from carriers, the revenue declined dramatlcally. 

20 Correct? 

21 A. Correct. 

22 Q, This was months and months after Sprint steppe~ 

23 paying. Isn't that true? 

24 A. It Is. 

25 Q. I'm wondering whether NAT instituted any cost-cutting 
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1 measures to reduce its operating expenses In the face of 

2 its declining revenues? 

3 A. Is that a question? 

4 Q. Yes. Did It? 

6 A. It certainly has, It's tried to limit its amount of 

6 expenses by contracting me to do the books. 

7 Q. Is there a written contract between you and NAT for 

8 that purpose? 

9 A. No. 

10 Q. If you would, take a look at the Profit and Loss again 

11 for 2010. That's NAT 83. You mentioned there 1s a circuit 

12 expense. On Defendant's 27 that's an expense paid. to SON. 

13 Communications. 

14 A. Where are you looking? 

15 Q. Look first at Defendant's 27, if you wou!d, 

16 A. Got it. 

17 Q. If you would, just look at Entry No. 11, 12, 13. Do 

18 you see those, sir? 

19 A. I do. 

20 Q. That's for SON Communications? 

21 A. Yes. 

22 Q. What was that for? 

23 A. Those are circuit charges that WideVoice paid on 

24 behalf of Native American Telecom. 

25 Q. That was circuit charges paid to SON Communications? 
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A. Yes. 

----~ 

Q. As far as ycfu understand; that's necessary to complete----- -

the slgnal or call all the way to NArs equipment In 

Ft. Thompson? 

A. I'm not a circ':'it expert. I don't know exactly their 

true function. 

Q, Circuit expenses connected to the usage of that 

circuit. Correct? 

A. It's required is my understanding. Circuits are 

required to communicate. 

Q. The more you use a circuit, the more you pay for It. 

Isn't that true? 

A. Yes._ 

Q, The 12 millJon minutes of use you reported for January 

Of 2011, there would be circuit expenses associated with 

those minutes of use. Isn't that true? 

A. There would be. 

Q. You have a number of carriers that aren't paying that. 

Isn't that true? 

A. Yes. 

Q. Has ~~T ever attempted to stop service to these 

carriers that are not paying? 

A. I don't know. 

Q. Is that you don't know, or Is the answer no? 

A. I don't know. 

Q. Who would know? 

A. I don't know. 

96 

Q. Look at another line !tern here besides circuit 

expenses. That would be Exhibit A. Let's look at the 

collectiOn and billing expense. Is that a percentage of 

the billings? 

A. I do not know. 

Q. You've never Investigated how that number ls 

determined? 

A. I don't recall, I've seen the invoices. I just don't 

recall how it's calculated. 

Q. Would there be that detail in NAT's business records, 

how It would be calculated? 

A. Yes. 

Q. You spent over $96,000 in 2010 for billing expenses. 

Did you ever investigate whether you were overcharged for 

any of those expenses? 

MR. SWIER; Objection, Your Honor, Irrelevant 

THE COURT: Overruled. You may answer. 

A. I did not. 

BY MR. KNUDSON: 

Q. So do you have a calculator, sir? 

A. Not with me. 

Q. Could you determine what percentage of the gross 

revenues went out as an expense to the billing agent? 
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1 A. I don't know. 

-- 2 - Q;-- It's at ieast;-almo:st-$97,ooo; -rs It not? 

3 A. I see the amount, $97,000. 

4 Q. Is that eight percent? 

5 A. Whatever the math comes out to be. 

6 Q. It's a simple calculation you cou!d do If you had a 

7 calculator, 

8 A. Sure. 
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9 Q, Circuit expenses, you would agree that's more than 10 

10 percent of the gross revenues. Would you not? 

11. A. More than 10 percent? 

12 Q. Yes. 

13 A. It would be less than. 

14 Q. If you multiply $126,000 by 10, what do you get? 

15 A. Where do you get the -- I'm sorry, yes. Yes. 

18 Q, Now, If I understand correctly, who are the members of 

17 the Board of NAT? Do you know? 

18 A. I do not know all the members, no. 

19 Q. How about people from WldeVoice or Free Conference 

20 Corporation? Who are members of the Board of NATI 

21 A. From which entity? 

22 Q. Free Conference Corporation. 

23 A. David Erickson. 

24 Q, How about Jeff Holoubek? 

25 A. And Jeff Holaubek. 

1 Q. Anyone else? 

A. That's all I know. 
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2 

3 

4 

5 

6 

Q, Now, you testified earlier today that In late.January 

AT&T paid NAT $150,000. ls that right? 

A. Correct. 

Q, And then $140,000 went to pay down WldeVolce. 

7 Correct? 

B A. Correct. 

9 Q, You've testified there's no written agreement between 

10 WideVolce and NAT? 

11 A. I'm not aware of any agreement. 

12 Q. There are no other creditors of NAT, to your 

13 knowledge? 

14 A. Not to my knowledge. 

15 Q. Was there any provision In the Joint Venture Agreement 

16 that permitted NAT to pay the $140,000 to WideVolce? 

17 A. I'm not that familiar with the Operating Agreement. 

18 Q. Was there a vote of the NAT Board to authorize that 

19 payment? 

20 A. Excuse me? 

21 Q, Was there a vote of the Board of NAT to authorize that 

22 payment to WideVolce? 

23 A. I don't know. 

24 Q, You just did it because you were told to do so. Is 

25 that correct? 
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A. Correct. 

Q, And you-were directed-to by-Mr~·Holoubek?- -

A. Yes. 
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M.~· KNUDSON: May I approach, Your Honor? 

THE COURT: You may, 

BY MR. kNUDSON: 

Q. I'm handing you what's been marked Plalntiff's 

Exhibit D. Do you recognize that? 

A. Ido. 

Q. What Is It? 

A. It's the Profit and Loss Statement for Native American 

Telecom for January of 201i. 

Q, That's from the same business records of NAT that Jets 

you produce the Balance Sheet for January of 2011. 

Correct? 

A. Correct. 

MR. KNUDSON: I offer Plalntiff's Exhibit D. 

MR. SWIER: No objection. 

THE COURT: D Is received. 

MR. KNUDSON: If I may again, Your Honor? 

THE COURT: You may. 

BY MR. KNUDSON: 

Q, Look at Plaintiff's Exhibit E. 

MR. KNUDSON: I apologize, Your Honor. It seems 

my extra copy has gone astray. Here it is. 

BY MR. KNUDSON: 

Q. Tell me if you recognize Plaintiff's Exhibit E, sir. 

A. Ido. 

Q. What Is it? 

100 

A. It's the bank statement for First Dakota for Native 

American Telecom for the period ending 1-29-2010. 

Q. That's the first page. The second page is a May 28, 

2010 --

A. I'm sorry. Then there's another page for the period 

ending 5-28-2010, which is Page 2. Then a statement ending 

July 30, 2010, Page 9. 

Q, I w.ould explaln that these are -- do you recall that 

we had a dlscusslon about redactlons on the bank 

statements? 

A. Yes. 

Q, Jn fact, you removed your handwriting and other 

handwriting from the statements. Correct? 

A. These were internal notes that I didn't think you 

needed. 

Q. Bu~ you subsequently produced an unredacted copy of 

your bank statements? 

A. Yes, I did. 

Q. Exhibit E is a selection of a few pages from that. Is 

that right? 

A. correct. 
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__ 1 MR. KNUDSON: I would offer Exhibit E. 

2 MR. SWIER: No objection. 

3 THE COURT; Eis received. 

4 BY MR. KNUDSON: 

5 Q, Let's take a look at the first page of Exhibit E. 

6 There seems to be two different persons' handwriting on 

7 that page. rs that true? 

8 A, Yes. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

Q, You can recognize your handwriting, can you not? 

A. Yes. 

Q. Which Is your handwriting? 

A. The darker. 

Q, It says, "Ut!llties - central electric, shareholder 

distribution - Nate," for three for Tom. Is that right? 

A. Yes. 
Q. Another "Shareholder Distribution - Nate," as well? 

A. Yes. 

18 a. The shareholder distributions, according to the 

.... 

19 entries here for the bank statement, they show a transfer 

20 to Tom's account. Is that correct? 

21 A. Yes. 

22 Q, So how much money had he transferred to hls own 

23 account? 

24 A. I don't recall. 

25 Q, Does it add up to $2,400? 

1 A. I don't know. 

Q, It's $1,000 and $500 --

A. Oh, on this page? 

Q. Yes, this page. 

A. Oh, $2,400, 

102 

2 

3 

4 

5 

6 Q. The next page, you recall our question about whether 

7 these expenses were on the crulseshtp in Miami. That's 

8 your handwriting, though, Is lt not? 

9 MR. SWIER: Your Honor, I'll object to that. The 

10 foundation was never laid for what the purpose of the Miami 

11 charges were. 

12 THE COURT: The objection Is overruled, You rilay 

13 continue on with your question. 

14 BY MR. KNUDSON: 

15 Q, Mr. Cestero, there's handwriting. Do you recognize 

16 the other handwriting? 

17 A. I do. 

18 Q. Whose is it? 

19 A. Tom Reiman's. 

20 Q. Tom wrote down those were his expenses? 

21 A. He provided the statements to me. 

22 Q. With his haridwrltlng on them? 

23 A. Yes, 

24 Q, Did he explain to you why these were associated with 

25 his withdrawals? 
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1 A. No. I did not ask him. 
-- I~~--:-:-·--~ ~ .. =OC.~. ~.c .. ·~. ------------------1--

2 Q, But you concluded this WaS a Shareh0fder-d1Strtblitl0h 

3 for Nate. Correct? 

4 A. As I mentioned before, there were several transactions 

5 repoi:ted to shareholder distributions, this being a few of 

6 them.· 

7 Q. Let's look at the next page. There are a series of 

8 debit card transactions. Do you know what business purpose 

there was to Incur $433.51 ln lodging expenses In 

Washington, D.C., for NAT? 

A. I do not know. 

9 

10 

11 

12 

13 

14 
15 

16 

17 

Q. So you never questioned why that was a business 

expense? 
.. 

A. I do not know, 

Q. My question Is did you question anybody whether It was 

appropriate? 

A. No, 

18 MR. KNUDSON: I have nothing further at this 

19 time, Mr. Cestero. Thank you. 

20 THE COURT: I have a couple questions before I 

21 have Mr. SWier ask his. 

22 On. that document, Exhibit A, there was an expense for 

23 telephone and circuit expenses. Can you tell me what 

24 that's for? 

25 THE WITNESS: On which page? 
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THE COURT: Page 83 of Exhibit A. 1 

2 

3 
·4 

5 

6 

THE WITNESS: The telephone and circuit expenses? 

THE COURT: Right. 

ongoing? 

THE WITNESS: Those are the circuit costs. 

THE COURT: Are those one-time expenses or 

7 THE WITNESS: No, they're ongoing. 

8 THE COURT: Is lt based on the amount of traffic 

9 that's happening? 

10 THE WITNESS: I'm not exactly sure what they are 

11 based on. -They are monthly Invoices that are sent to 

12 Native American Telecom. 

13 THE COURT: You don't know If It's the same flat 

14 fee, no matter how much traffic there Is, and it's an 

15 ongoing expense, or lf it's directly related to the amount 

16 oftraffic? 

17 THE WITNESS: I don't know. 

18 THE COURT: And before you began doing NAT'S 

19 accounting,, .who did the accounting work for NAn 

20 THE WITNESS: There was a company Tom hired, 

21 Stern Accounting, I believe ls their name. 

22 THE COURT: You Indicated that NAT has reduced 

23 their costs by eliminating that accounting expense and 

24 having you do their accounting for free? 

26 THE WITNESS: Yes. 
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1 THE COURT: Have there been any other 1 THE WITNESS: They made two payments, totaling 

-----1-2-::--cost:-cutting:measures-that-:hav_e-been-t-aken~by-NAI-:that:-'{01,1_~ --:::-.2_:-:---_$_4~,ooo._ 

(·.~·.· .. · 
• 

3 are aware of? 3 THE COURT: When was the other payment? 

4 THE WITNESS: When we switched_ out the CABS 4 THE WITNESS: In January of 2010 . 

5 Agent. · 5 THE COURT: On Exhibit 25, which shows -- it's 

6 THE COURT: What difference did that make? 6 the bank account record1 the Wells Fargo Bank account 

7 THE WITNESS: Substantial. I don't know the 

B exact amount that we saved, but we're saving money by using 

9 a different CABS Agent or collection service. 

10 THE COURT: So when I did the math, It looked 

11 like CABS' collection and billing expense ended up being 

12 about eight percent of the gross revenue. ~re you saying 

13 CABS was at a higher rate than that? Since this was for 

14 the full year1 part of It would be the new billing agent? 

15 THE WITNESS: There were two billing agents in 

16 2010. I don't know when one stopped and the other one 

17 began. But the current one they are using is less 

18 expensive than the previous one. 

19 THE COURT: But you don't know the rate either 

20 entity charged? 

21 THE WITNESS: Not With me, no. 

22 THE COURT: You said that Sprint last paid in 

23 February of 2010? 

24 THE WITNESS: Yes. 

25 THE COURT: The tariff was filed in February of 
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1 2010? 

2 THE WITNESS: I don't know exactly when the 

3 tariff was filed. 

4 MR. KNUDSON: Could we clarlfy which tariff we1re 

5 referring to; 1 or 2? 

6 THE COURT: I thought when Mr. Swler questloned 

7 you on direct examination, you said the flrst tariff was 

8 filed in the winter of 2010. I then asked: "Is that 

9 January or February of 2010, or is it the end of 2010 when 

10 we also have winter?" I thought the representation was lt 

11 was filed in February of 2010. So you're now saying yo_u 

12 don't know when it was filed? 

13 THE WITNESS: I didn't specify the actual month. 

14 You asked about the time, and I said around that time. I 

15 don't know the exact month. 

16 THE COURT: so you reaiiy don't know when it was 

17 filed? 

18 THE WITNESS: No, I don't. 

19 THE COURT: Well, when Sprint made that p~yment · 

20 in February of 2010, was it pursuant to the tariff, to the 

21 first tariff? 

22 THE WITNESS: I believe so. I don't know. I 

23 believe so. 

7 record. 

8 THE WITNESS: Yes. 

9 THE COURT: It's for January, January 1 through 

10 January 31. You testified that AT&T paid NAT $150,000 In 

11 late January of 2011. 

12 TH.E WITNESS: We deposited the funds in February. 

13 We rec~ived the check in late January, but it didn't go 

14 into the bank until February. That's why Jt doesn't show 

15 up on the January statement. 

16 THE COURT: On the First Dakota National Bank 

17 statements, for example, Exhibit 13, It Indicates the 

18 payments that were made from the phone companies were a 

19 direct pay, so It would be a direct deposit into the 

20 account. 

21 THE WITNESS: Yes, that's from the CABS Agent. 

22 The CABS Agent would collect the payments on behalf of 

23 Native American Telecom and submit one payment for all the 

24 carriers. 

26 THE COURT: The new group you have doing that 
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1 sends you checks from the carrier? 

2 TtfE WITNESS: That's correct. They actually just 

3 collec.t the checks and forward the checks to us, They do 

4 not dePosit the checks. 

5 THE COURT: When did you switch? 

6 THE WITNESS: Sometime in the mtddle of the year, 

7 I don't recall exactly. 

8 THE COURT: Before or after July? 

9 THE WITNESS: It would be around that time. It 

10 would be around the time where the direct pays were posted 

11 into the account, and then we started receiving the 

12 indivldUal checks. 

13 THE COURT: You 1re saying you did receive 

14 Individual checks from the new agent? 

15 THE WITNESS: Yes. COG sends us checks. 

16 THE COURT: I see a deposit into your account 

17 that Is a direct pay --

18 THE WITNESS: Into which account? 

19 Tl·i"E COURT: August 31, so during the month of 

20 August; It's Defendant's Exhibit 13. For $128,000. I'm 

21 assuming that would be under the old billing agent. 

22 THE WITNESS: Yes. I guess there's overlap 

23 between the time that we switched over to the new carrier 

24 
25 

THE COURT: Did they make more than one payment 24 -- or to the billing agent. The old billing agent would 

or just one payment? 25 have billed, and they would have for, say, the two months 
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_J_~Q!'!9r, would have collected those payments. In the 

2 meantime we Would have switcheci" over tO""the new Service. 

3 

4 

5 

The new service would bill, and then we'd receive payments 

thereafter. 
' 

THE COURT; So that August statement shows i:i 
6 direct deposit of $128,000 from the old billlng agent. I 

7 don't see any other payments after that. So you switched 

8 to a new billing agent, and you didn't receive any new 

9 payments? 

10 THE WITNESS: Right, 

11 THE COURT: I thought you just told me that you 

12 did, 

13 THE WITNESS: We did, but the new billing a9ent 

14 took over where the old agent left off. So they billed for 

15 those payments that she had not yet received, 

16 THE COURT; But you said those were not direct 

17 deposits into the account. Those were checks sent to that 

18 billing agent, and those were then forwarded on to you. 

19 THE WITNESS: Correct. 

20 THE COURT; My question Is I'm lo~klng at the 

21 bank statements, and I don't see any more deposits. : 

22 THE WITNESS: Not for First Dakota Bank, because 

23 everything goes to the Wells Fargo Bank. 

24 THE COURT: I'm looking at both of them. 

25 THE WITNESS: They won't show up as direct pays. 
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1 They would show up just as deposits. 

2 THE COURT: I've looked through those, too. I 

3 don't see any significant deposits. 

4 THE WITNESS: You're right, because most of the 

5 people stopped paying. The deposits that you can see, if 

6 you look at January 31st on Exhibit 25, you'll see two 

7 deposits on 1-18, one for $27.61 and another one for $3.41. 

8 Those are the payments that we received that were forwarded 

9 from the new billing agent for the CABS. You would see 

10 simllar entries on the other Wells Fargo statements. 

11 THE COURT: For Instance, Exhibit 24 shows a. 

12 deposit of $3,519.77. You are saying that is what the new 

13 billing agent was able to collect for you? 

14 THE WITNESS; That's correct. That's what was 

15 paid by the carriers, 

16 THE COURT: All right, Thank you. Mr. Swler? 

17 REDIRECT EXAMINATION 

18 BY MR. SWIER: 

19 Q, Carlos, Mr. Knudson asked you on cross-examination 

20 about the marketing fee payments that NAT has made to 

21 FreeConferenceCall. Is that right? 

22 A. Yes. 

23 Q. Those payments are pursuant to a contract between NAT 

24 and FreeConferenceCall. Is that correct? 

25 A. That's correct. 
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1 Q. So NAT has a legal contractual relationship to make 

---2-thOSe-fnarketirlg fee pclyments:·-correct? 

3 MR. KNUDSON: Objection. Foundation. Calls for 

4 a legal coridusion. 

• 5 THE COURT: Sustained. 

6 A. Yes. 

7 BY MR. SWIER: 

8 Q. Based on your knowledge --

9 MR. KNUDSON: Motion to strike the answer. 

10 THE COURT: The motion to strike Is granted. If 

11 I sustain an objection, then you don't get to answer it. 

12 THE WITNESS: Oh, I 1m so sorry. 

13 BY MR .. SWIER: 

14 Q, To the best of your knowledge, there's a contract 

15 between FreeConferenceCal! and Native American Telecom that 

16 FreeConferenceCall's marketing fees are paid, Correct? 

17 MR. KNUDSON: Objection. Foundation. Misstates 

18 his prior testimony. 

19 THE COURT; Sustained. 

20 BY MR. SWIER: 

21 Q. ca_rlos, you were asked about the percentage of that 

22 contract between FreeConferenceCall and Native American 

23 Telecom. You indicated earlier that you are familiar with 

24 the contracts that FreeConferenceCall has with other 

25 companies like NAT. Correct? 
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1 MR. KNUDSON: Objection. Assumes a fact not in 

2 evidence. _ . 

. 3 THE COURT: Overruled. 

4 A. Correct. 

5 BY MR. SWIER: 

6 Q, And are those agreements that freeConferenceCall has 

7 with the other telephone companies the same or similar as 

8 what FreeConferenceCall has with Native American Telecom? 

9 A. Yes, they are. 

10 Q. So th~~·s a standard contract that FreeConferenceCall '1 has '-"lith its other telephone companies? 

12 A. ves, very slmilar. 

13 MR. KNUDSON; Objection. Misstates his prior 

14 testimony. Lack of foundation. 

15 THE COURT: Overruled. Now you can answer. 

16 A. Yes. 

17 BY MR, SWIER: 

18 Q, Carlos, you were asked by Mr. Knudson about some 

19 charg_es that Native American Telecom has paid out, Is that 

20 correct; that were payments made for the deal in Miami. 

21 Can you remember that? 

22 A. Yes. 

23 Q, And North Dakota. Correct? 

24 A. Yes. 

25 Q. Does FreeConferenceCall do business all over the 
Jill M. Connelly 605-330-6669 Page 109 to 112 of 256 

l 
I 
I 
l 
' I 
I 



Motion Hearing March 3 2011 

113 115 

1 world? 1 THE COURT: Overruled. You may answer. 
~===~·1~· ~2c-cc;A;c;~v""•~·.~.~~~~~~~==~=~--------.-.-. 1-2-=--=--A~~I-WoulCl~-

- ----

c 

3 Q. Do you know what the purpose of Mr. Reiman being In 3 BY MR. SWIER; 

4 Miami was on that particular day? 4 Q. Carlos; the Court asked you a good question earller 

8 A. I do not. · 5 about"NAT's expenses. Approximately how much each month 

6 Q. As far as you know, It could be related to the 6 are Native American Telecom's expenses, just as a total, 

7 business? 7 first of all? 

8 MR. KNUDSON: Objection. Speculation. 8 A. About $40,000 a month. 

9 Foundation. 9 Q, Can you share with us a breakdown of the $40,000 

10 THE COURT: Sustained. 10 number and what that monthly amount goes to? 

11 MR. SWIER: May I approach, Your Honor? 11 A. Sure. If you look at the January ... 

12 THE COURT: You may. 12 Q. Whlch··exhlbit are you referring to? 

13 BY MR. SWIER: • 13 A. Pl~lntlff's Exhibit D. 

14 Q. Carlos, I'll show you what has been marked as Sprint's 

16 Exhibit A. I'm looking at what's designated as NAT 00042 

16 on the bottom right-hand corner. Do you see that? 

17 A. Ido. 

18 Q. Mr. Knudson asked you about the charges Mr. Reiman had 

19 In Miami. There are some other charges on here, also, for 

20 Washington, D.C. Are there not? 

21 A. Yes. 

22 Q, Do you know why NAT had to travel to Washington, D.C., 

23 for a business-related purpose? 

24 A. I'm familiar with certain trips they've taken. 

25 Q. Why !s It NAT had to take certain trips to Washington, 

1 

2 
3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

16 

17 

18 

19 

114 

D.C.? 

MR. KNUDSON: Objection. Foundation as to this 

particular trip. 

THE COURT: Overruled. You may answer. 

A. My understanding is they've gone to Washington, D.C., 

to meet with the Senators and Representatives regarding the 

Native American Tribe. 

Q. So It's your understanding they've gone to talk to 

South Dakota's Congressional delegation? 

A. In addition to others. 

Q. Regarding the nonpayment Issue? Do you know? 

A. I believe so. 

Q, According to your knowledge, has NAT also traveled to 

Washington, D.C., to V!slt with the Federal Communications 

Commission? 

A. Yes. 

Q. Do you know what the purpose of those trips were? 

A. I do not know the exact purpose. 

Q, Would you consider, as an accountant, would you 

20 consider traveling to Washington, D.C., to lobby 

21 administrative agencies In South Dakota's Congresslona! 

22 delegation, based on these nonpayment Issues, would be a 

23 reasonable business expense? 

24 MR. KNUDSON: Objection. Foundation. 

25 Speculatlon. 

14 MR. SWIER: May I approach, Your Honor? 

15 THE COURT: You may. 

16 BY MR. SWIER: 

17 Q. Carlos, I'm looking at Plaintiff's Exhibit D. This is 

18 the most recent Profit and Loss Statement of NAT from a 

19 month ago, January of 2011. Is that right? 

20 A. Correct, 

21 Q. Do~s this Profit and Loss Statement show a typical 

22 month of expenses for NAT? 

23 A. It would. 

24 Q, Let's go through those a moment. How much did NAT 

25 receive from the carriers? 

1 

2 
. 3 

4 

5 

6 

7 

8 

9 

10 

11 
12 

13 

14 

15 

16 

17 

18 

19 

A. $31.00. 

Q. So wha~ was your gross profit? 

A. We lost $42,000 • 

Q. No, I'm talklng your gross profit from the carrier 

payments. 

A. Oh, $31.00. 

116 

Q. Now let's look at the expenses. Bank service charges. 

How much is that every month? 

A. $28.oo. 

Q, In yoL!r professlonal opinion Is that reasonable? 

A. '(es. 

Q, CABS collectlon and b!lllng expense. How much was 

that? 

A. $771.00, 

Q, Based on what you know, has NAT attempted to minimize 

that coliectlon as much as they possibly can in tile 

Industry? 

A. Absolutely, 

Q, Consultlng expenses of $3,000. Share with the court 

20 what thbse consulting expenses are for. 

21 A. Those are payments to Tom Reiman to assist with the 

22 operations of the Reservation. 

23 Q, What's your understanding of what Mr. Relman's role Is 

24 on a daily basis for NATI 

25 A. They vary. I mean they go and make sure everything Is 
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_____ 1 __ ~p_e~atil_!,g_~moothly, I~peo~~_!!.ave problems~ he goes~ 

2 Q. Is Mr. Reiman NAT's conduit-Or the-Perso·il--Who deaJS 

3 with the Tribe? 

4 A. Yes. 

6 Q. You are paying him a fee each month of $3,000 to do 

6 that? 

7 A. That's correct. 

8 Q. Payroll expenses of $1,906. What do those represent? 

9 A. Those are people that work In the Internet Library, 

1 O Communications Center. 

11 Q, Are those Tribal members that you pay on a monthly 

12 basis for their services? 

13 A. They are. 

14 Q. Do you know what you pay those folks an hour? 

15 A. I don't recall exactly. 

16 Q, Do you have a ballpark? Do they get paid by the hour? 

17 A. Yes. 

18 Q, What's a number? 

19 A. I believe It's $10.00 an hour. 

20 Q, $10.00 an hour? 

21 A. Yes. 

22 Q. Do you think earning a couple dollars above minimum 

23 wage is reasonable? 

24 A. Yes. 

25 MR. KNUDSON: Objection. Argumentative. 
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1 THE COURT: Overruled. The answer wlll stand. 

2 BY MR. SW!ER: 

3 Q, Payroll tax of $358.00. What's that? 

4 A. That's the taxes related to the payroll. 

5 Q. Is NAT required to pay those? 

6 A. Yes. 

7 Q. Or you will go to jall? 

8 A. Yes. 

9 Q. Postage and postal charges. How much? 

10 A. $125.DD, 

11 Q, Why do we need postage expenses for NAT? 

12 A. It's the P.O. box. 

13 Q, So you can get mail? 

14 A. So we can get mail, yes. 

15 Q. Is !t standard ln the !ndustry for a company to have a 

16 mailbox? 

17 A. Yes. 

18 Q, Is that a reasonable amount In your opln_ion? 

19 A. For a P.O. box? Yes. 

20 Q. Then you have professional fees of $23,543. This Is 

21 the most Interesting item In the whole bunch. Explain to 

22 the Court what those professional fees reflect. 

23 A. Those are legal fees. 

24 Q, Legal fees for what? 

25 A. To help us fight everything that's going on. 
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Q, So last month, In order to maintain this litigation, 

3 A. Yes •. 

. 4 Q. If you don't fight this !n Court, what happens to NAT? 

5 A. It goes out of business. 

6 Q. Do you think, based on the work you received from your 

7 legal professionals, that In order to go through this case, 

8 that that's a reasonable amount? 

9 A. Yes. 

10 MR. KNUDSON: Objection. Foundation. 

11 T.HE COURT: Overruled. The answer will stand. 

!2 BY M~. SW!ER: 

13 Q. The next Item Is taxes, Federal taxes. I think it's 

14 self-explanatory, but what is that? 

15 A. Those are the Federal taxes we have to pay, 

16 Q, You are required to pay those every month? 

17 A. Not every month, but every quarter. 

18 Q. Are those consistent? 

19 A. Yes. 

20 Q. Then we have $10,765 for telephone and circuit 

21 expenses. You've kind of talked about this a little bi~ 

22 but are those monthly expenses that are needed for NAT to 

23 run? 

24 A. That's my understanding without them, you couldn't 

26 have It. 
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1 Q. Based on your knowledge of the circuits, which Is 

2 limited, bul 'you know what they cost, ls that a reasonable 

3 amount for telephone and circuit expenses? 

4 A. Yes. 

5 Q, We have $720 for travel expenses. Do you know what 

6 those travel expenses would be for? 

7 A. l don't know exactly, but they more likely would be 

8 for trips to Washington, D.c. 

9 Q, To do what? 

10 A. Meet.With the FCC and other lobbying efforts. 

i1 Q, So1 Carlos, in January of 2011, if you add all those 

12 up, what are NAT's total expenses? 

13 A. $42,DDO. 

14 Q. Where is the fat Jn there In your opinion? 

15 MR. KNUDSON: Objection. Argumentative. 

16 THE COURT: Overruled. You may answer. 

17 A. There isn't any. It's as lean as it gets. 

18 BY MR, SWIER: 

19 Q. can you not pay your attorneys? 

20 A. We want to be represented. 

21 Q, You want to have good counsel? 

22 A. We want the best. 

23 Q. Do you have to pay those telephone and circuit 

24 expenses? 

25 A. Absolutely, 

--- -----
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1 Q. Do you think you need to pay the Federal taxes? 

2- - A. Yes.-- - --

3 Q. Do you need to pay the company that collects your' 

4 bills for you? 

6 A. Yes. 

6 Q. Why? 

7 

8 

9 

A. If they didn't bill, we wouldn't have any chance of 

collecting. 

Q. You're not getting paid, anyway. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

A. We're not getting paid, but they_. still need toge~ 

billed. '· 

Q. Carlos, Mr. Knudson asked you questions about the 

loans that have been made from WldeVoice Communlcatlons to 

NAT. Is that correct? 

A. Yes. 

Q. What have been the total amount of those loans as of 

today's date? 

A. Total amount that they've lent? 

Q. Yes. 

MR. KNUDSON: Objection. I think this Is 

ambiguous. Are we talking about total lent or current 

balance outstanding? 

MR. SWIER: I'll clarify. 

THE COURT: Rephrase. 

25 BY MR. SWIER: 

1 Q, What is the outstanding debt that NAT owes to 

2 WideVoice? 

3 A. About $395,000. 

4 Q. That's as of today? 

5 A. As of today. 
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6 Q, And you've indicated that based on the conversations 

7 you've had with your bosses, that WldeVoJce, because of 

8 their financial status, Is now going to discontinue 

9 payments or loans to NAT? 

10 MR. KNUDSON: Objection. Hearsay. 

11 THE COURT: Sustained. 

12 BY MR. SWIER: 

13 Q, carlos, what's your understanding of WldeVolce's 

14 future intentions regarding loans to NAT? 

15 MR. KNUDSON: Same objection. 

16 THE COURT: Overruled. You may answer. 

17 A. They've indicated they are no longer going to fund NAT 

18 If they lose this. 

19 MR. KNUDSON: Your Honor, I still object. This 

20 is clearly based on hearsay. Move to strike. 

21 THE COURT: Overruled. The answer will stand. 

22 6Y MR. SWIER: 

23 Q. Based on your familiarity with WideVolce's financial 

24 

26 

statements, based on your experience, rs that a reasonable 

financial decision for WldeVolce? 
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1 MR. KNUDSON: Also speculatlon. 

-~2-A.--Yes.-

·3 . THECOURT: Overruled. Theanswerwlllstand. 

4 6Y MR. SWIER: 

5 Q, What was the answer, Carlos? 

6 A. Yes. 

7 

.8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

MR. SWIER: Your Honor, I don't have any further 

questions. Thank you. 

THE COURT: Mr. Knudson? 

RECROSS-EXAMINATION 

BY MR, KNUDSON: 

Q. Mr. Cestero, your understanding on what WideVoice 

would or would not do Is based on what other people told 

you. Is that not correct? 

A. Amongst other conversations I was made a part of. 

Q. You are not a decision-maker of WideVoice. Con-ect? 

A. I am not. 

Q. So whatever WideVoice intends to do is something 

somebody else told you. Correct? 

A. It's what I've heard, and that's my understanding of 

It. 

Q. There's no fixed plan to do anything at this point Jn 

time. Is there? 

A. I can't predict the future. 

25 Q, So you are speculating on what WldeVolce might do. 
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.1 Right? 

2 A. It's my understanding what would happen. 

3 Q, You can't predict the future, so you are just guessing 

4 about what would happen. Correct? 

5 A. It's an educated guess, 

6 Q. But still a guess, though. Right? 

7 A. Yes. 

8 Q. Okay .• ~et's go back to Plaintiff's Exhibit D. I'll 

9 direct your attention to payroll expenses. You can look at 

10 It on the screen. 

11 I will take your answer that the people, the four 

12 employees NAT has on the Reservation are paid about $10.00 

13 an hour. Are you with me on that? 

14 A. Yes. 

16 Q. I think this Is pretty easy arithmetic here. If you 

16 divide 10 into $1,906, how many hours of work would you get 

17 out of that if you are paying $10.00 an hour? 

18 A. How many hours? 

19 Q. Yes. 

20 A. Nineteen? 

21 Q. You are an accountant. 

22 A. That was basic. I'm sorry. What was the question? 

23 If I divided by 10? 

24 Q. Let me rephrase the question. 

25 THE COURT: 190. 
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1 A. 190. 
--~--:'::-:-::::-. -.. -.-.. -. ---~-- ---~------~-- ------ ---·---

BY MR. KNUDSON: 2 

3 

4 

5 

6 

Q. If you pay $10.00 an hour and your total payroll 

expense is $1,906, how many hours of work did you purchase 

for $1,906? 

A. I'm sorry, I'm not doing the math In my head. I 

7 apologlze. 

8 Q. Would you agree It's 190 hours? 

9 A. Yes. 

10 Q. So for the month of January the amount of payrQ.11" 

11 expenses, that's for the four people at the Internet Cafe 

12 on the Reservation, came to $1,900. That's 190 hours of 

13 work. Are you with me on that? 

14 A. Yes. 

15 Q, You would agree with that statement? 

16 A. Yes. It's not necessiirily just hourly. It's also 

17 other expenses that go In. 

18 Q. In other words, there may be some Incidental expenses 

19 that are not wages? 

20 A. wen, let me retract that. That would be -- that 

21 specific line item would be for payroll, for hours. Yes. 

22 Q. You bought 190 hours worth of work In January. 

23 Correct? 

24 A. Yes. 

25 Q. Are you aware that South Dakota Network has a tariff? 
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1 MR. SWIER: Objection. Beyond the scope of 

2 cross-examination. 

3 MR, KNUDSON: No, not at all. 

4 MR. SWIER: Let me make my objection, please. 

5 Your Honor, I would object as that being beyond the scope 

6 of my redirect. We never talked about South Dakota Network 

7 on redirect. 

8 THE COURT: Mr. Knudson? 

9 MR. KNUDSON: South Dakota Network came up both 

1 O In direct and cross. Also, it was raised and opened the 

11 door when he started talking about circuit expenses on his 

12 redirect. 

13 THE COURT: I think that it is Included in 

14 circuit expenses, so It was discussed In redirect. So the 

15 objection ls overruled, 

16 BY MR. KNUDSON: 

17 Q. Are you aware that South Dakota Network has a 'tariff 

18 by which It charges circuit expenses per minute of use to 

19 NAT? 

20 MR. SWIER: Objection. Irrelevant. 

21 THE COURT: Overruled. 

22 A. I'm not exactly sure hew they are tied In. 

23 BY MR. KNUDSON: 
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vary by t~e. amount of minutes of use. Correct? 1 

2 

3 

4 

5 

6 

A. x cion't know. --- --· -----·-- - ·~----·---· 

Q. we11, try my question. 

MR. SWIER: Objection, Your Honor. Asking for 

speculation. He's testified he doesn't know. 

A. Yeah, don't know, 

7 THE COURT: Sustained. 

8 A. I'm not a circuits expert. 

9 THE COURT: Just a minute. I sustained the 

10 objec~lon. Ask a new question. 

11 BY MR." KNUDSON: 

12 Q. If South Dakota Network charges per minute of usage. 

13 Are you with me there? 

14 A. Yes. 

15 Q, And the amount, that means the amount South Dakota 

16 Network charges NAT, varies by the minutes of usage. 

17 Correct? 

18 MR. SWIER: Objection. It's been asked, and he 

19 indicated he doesn't know the answer. 

20 THE COURT: Sustained. 

21 BY MR. KNUDSON: 

22 Q. So you're unaware whether or not South Dakota Network 

23 has a tariff in place for minutes of use charged to NAT. 

24 Correct? 

25 MR. SWIER: Objection. Asked and answered. 
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1 THE COURT: Overruled. You may answer. 

2 A. I don't know. 

3 BY MR. KNUDSON: 

4 Q, Do you know if anybody at NAT has gone to South Dakota 

6 Network to try to get a lower price on the circuit service 

6 South Dakota Network charges? 

7 A. I don't know. 

8 Q, Now, this P&L for January 2011, that's a cash bt!isis 

-9 again .. You indicated even though, in fact, AT&T had paid 

10 you $150,000 in January, you received a check from your 

11 billing agent In January, Right? 

12 MR. SWIER: Objection, Your Honor. Beyond the 

13 scope of redirect. 

14 THE COURT: Overruled. It was an area that I 

15 went into. So both parties can go into anything that I 

16 brought up in my questioning. So it's proper. You can go 

17 ahead. 

18 A. Ask the question. I'm sorry. 

19 BY MR. KNUDSON: 

20 Q, AT&T paid NAT $150,000 in January. Correct? 

21 A. We received the payment in January. 

22 Q, You received the payment. So you had the funds 

23 available as soon as you deposited it into the bank. 

24 Q. If South Dakota Network charges NAT per minute of use, 24 Right? 

25 then the charges South Dakota Network submits to N'AT would 25 A. It's not available until you deposit it into the bank. 
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1 Q. So your cash basis method of accounting Is when J~. 1 A. That Would be perfectly fine with NAT. 

-----1-2--:-goes-::n1tcr:ttfe-::bank ..... Rlght?:---_--- --------- ___ ,_. 2-~;=-And-you've-.received-one-of:those.~payments-in~the:last ________ :-:- -

3 A. Right. 3 month? 

4 Q, But then the operating profit, if I understand, for 

5 February, there would have been $150,000 minus this 

6 approximately $40,000 ln monthly expenses. Correct? 

7 A. It would have been, but we would have had to pay 

8 $140,DOO back to WideVoice. 

9 Q. That's a different question in issue. The .operating 

10 profit, before paying off a loan, correct, would have been 

11 $110,000? 

12 A. Sure. 

13 Q. And NAT could have kept that $110,000 In Its bank 

14 !3-Ccount. Correct? 

15 A. They could have, but it needed it. WideVoice nee_ded 

16 the money. 

17 Q, Is there any term or condition of a Loan ~greement. 

18 between WideVoice and NAT that required payment in 

19 February? 

20 MR. SWIER: Objection, Your Honor. Again, beyond 

21 the scope, I believe1 of everyone's redirect, and It's been 

22 asked and answered previously on cross. 

23 THE COURT: Overruled. You may answer. 

24 A. Can you re-ask the question? 

25 MR. KNUDSON: Let's have it read back. 
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1 (The requested portion of the record was read by the 

2 reporter.) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

2 

A. Yes. 

Q, You have not received any other payment, when it 

should have already been received, if they were going to 

continue payments. Right? 

MR. KNUDSON: Objection. 

A. Right.· 

. THE COURT: Based on? 

MR. KNUDSON: 11Should have." That means 

foundation. They haven't established when the payments are 

due. 

THE COURT: Sustained. 

BY MR. SWIER: 

Q, Carlos, are you fammar with when you receive 

switched access payments from AT&T? 

A. Yes. 

Q, Have you received a switched access payment from AT&T 

within the last few days? 

A. No. 

Q, Based on their standard of conduct, if they were going 

to continue to pay that amount, would NAT have received the 

check by now? 

A. Yes ... 
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MR. KNUDSON: Objection. Foundation. 

THE COURT: Overruled. The answer wlll stand. 

3 A. Is there any term or condition that required payment? 3 MR, SWIER: Thank you. I don't have anything 

4 BY MR. KNUDSON: 4 further, Your Honor. 

5 Q. Yes. 5 THE COURT: Mr. Knudson? Anything? 

6 A. I don't know. 6 MR. KNUDSON: Nothing, Your Honor. 

7 Q. So if AT&T pays in March, you don't know whether or 7 THE COURT: You can be excused. Thanks. 

8 not NAT would keep that money, do you? 8 (Witness excused) 

9 MR. SWIER: Objection. Speculatlon. 9 THE COURT: We'll take a lunch break. But I'm 

10 THE COURT: overruled. You may answer. 10 wondering how we're doing on timing for today. Mr. Swier, 

11 A. If AT&T pays? 

12 BY MR, KNUDSON: 

13 Q. In March. 

14 A. Would what now? 

15 Q. If AT&T pays NAT in March, you don't know whether NAT 

16 would keep that money. Do you? 

17 A. I don't. 

18 MR. KNUDSON: No further questions. 

19 THE COURT; Mr. Swier? Anything? 

20 FURTHER REDIRECT EXAMINATION 

21 BY MR. SWIER: 

22 Q. Carlos, if Sprint or AT&T, or whatever carrier, would 

23 be willing to pay you and guarantee you payment of $150,000 

24 untJI the end of these lawsuits, would that be·okay with, 

25 NAT? 

11 how many more witnesses do you have? 

12 MR. SWIER: Your Honor, It really will depend a 

13 l!ttle blt on what the Court would llke to do. 

14 Mr. Lengkeek, during our October 14 preliminary injunction 

15 hearing, dl_d testify substantlally under oath, and I 

16 belleve under the Rules, the Court is well within !ts right 

17 to take'judlctal notice of his prior testimony and apply it 

18 to the facts ln this case. 

19 If the Court would be willing to do that, then 

20 Mr. Lengkeek's remaining testimony would be very brief, 

21 like 10 or 15 minutes. If the Court would not take notice 

22 of that, then we would probably have a couple hours. For 

23 expediency sake, we're fine Jf the Court wants to just 

24 review his prior testimony. It will be similar, if we put 

215 him on the stand. 
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1 ___ ___ THE COURT: Mr. Knudson, any objection to me' 
----------- -----.--------- ---------- - - -- ----

2 doing that? - - ------ --

3 MR. KNUDSON: None, Your Honor. Do I understand 

4 you would still Intend to call Mr. Lengkeek? 

5 MR. SWIER: If the Court takes judicial notice, 

6 I'm going to decide over the noon hour If I need to call 

7 him. 

8 MR. KNUDSON: I would still want to cross him. I 

9 don't have much, maybe 10 minutes. 

10 MR. SWIER: Well 1 If I don't call him as a 

11 witness, there's no cross. 

12 THE COURT: He can call him hlmself In his case 

13 in chief. 

14 MR. KNUDSON: In terms of our testimony, we have 

15 Amy Clouser here to testify. We could reach an 

16 understanding as to what she would say. There's an exhibit 

17 that she would lay the foundation for, which ba.sh:ally \ 

1 B establishes the minutes of usage attributable to Sprint's 

19 Call Detail Record database. In other words, It's the same 

20 thing she said In her Affidavits three times, that based on 

21 the Cal! Detail Records that Sprint maintains, in the case 

22 of December 2010, 99.94 percent of the usage that Sprint 

23 records went to conference calllng numbers. That's what 

24 her testimony would establlsh. We could take the exhibit, 

25 If they would stipulate to It, and that would support her \ 
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1 testimony, which ls ln already by way of Affidavlt. 

2 THE COURT: My only question was If we were going 

3 to get finished today. 

4 MR. KNUDSON: I understand. That's In an effort 

5 to move it along. 

6 THE COURT: I would just as soon hear from her ln 

7 person than trying to understand the Affidavits· on what I~ 

8 a pretty technical area. 

9 MR. KNUDSON: Absolutely, I understand. 

10 THE COURT: With regard to Mr. Lengkeek, I will 

11 take judicial notice, since there hasn't been an objection 

12 from the other side. I'll leave It up to elther of you if 

13 you want to call him for anything in addition to what he 

14 previously testified to. 

15 MR. SW!ER: Your Honor, I will call him brlefly. 

16 THE COURT: Okay. Then let's take a recess until 

17 1 :15. We'll see you back here then. 

18 (Noon recess at 12:10 untll 1:15) 

19 THE COURT: Mr. Swier, you may call your next 

20 witness. 

21 MR. SWIER: Thank you, Your Honor. NAT would 

22 cal! Peter Lengkeek. 

23 Your Honor, thank you for taking judicial of that 

24 testimony. It will save us time. 

25 
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.1 PETER LENGKEEK, 

2·----called as a witn~Si, belr19- firSt--=ctUiy sWOrn,--teSffifedas-- _:--- --·-- -:-:_- · 

3 follows: 

4 DIRECT EXAMINATION 

5 BY MR. SWJER: 

6 Q. Peter, would you please introduce yourself to the 

7 Court? 

8 A. My Mfl~e is Peter lames Lengkeek. 

. 9 Q. Would you spell your last name for us, please? 

10 A. L·E·N·G·K·E·E·K. 

11 Q. Peter, do you llve In Ft. Thompson on the Crow Creek 

12 Sioux Tribe Reservation? 

13 A. Yes. 

14 Q. Peter, share with us your educational background, 

15 please. 

16 A. I graduated from high school In 1991 In Chamberlain, 

~7 Soutl:I Dakota, and picked up a few other credits while I was 

18 In the Marine Corps. 

19 Q. After graduating from Chamberlain High School Jn 1991, 

20 what did you do? 

21 A. I went into the Marine Corps shortly afterwards. 

22 Q. How long were you in the Marine Corps? 

23 A. Six years. 

24 Q. What was your highest rank In the Marine Corps? 

25 A. E-5 Sergeant. 

1 Q, What type of things, Peter1 did you do as an E-5 

2 Sergeant In the Marine Corps? 
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3 A. I was a Platoon Sergeant. I was responsible for 

4 between 60 and 80 Marines. 

5 Q. How long did you serve as an E-5, Peter? 

6 A. The final year, one year. 

7 Q. You s~rVed six years In the Marines? 

8 A. Yes, sir. 

9 Q. Were you honorably discharged? 

10 A. Yes. 

11 Q. You did your duty. 

12 A. Yes. 

13 Q. Peter1 after you were discharged from the Marine 

14 Corps, what did you do? 

15 A. I worked road c:onstruc;tion with a couple different 

16 outfits.that c:ome Into the area, and we bullt roads. Did 

17 some guiding for hunters and fishermen. Then got a job 

18 with the United Methodist Church as a volunteer group 

19 construction manager. 

20 Q, Peter, who is your current employer? 

21 A. The Crow Creek Sioux Tribe. 

22 Q, What position do you have with the Tribe? 

23 A. X am the Treasurer of the Tribe. 

24 Q, IS that an elected position? 

25 A. Yes, by the people. 
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1 Q, When did the people of the crow Creek Tribe elect you 

-· ~2=-to·the-rreasurer-positrOn?=·-

3 A. Oh, about nine months ago, I suppose. 

4 Q, Coming up on that oneRyear anniversary? 

5 A. Yes. 

6 Q. Do you like it? 

7 A. Yes. 

8 Q. Peter, what are your duties as the Treasurer of the 

9 Tribe? 

10 A. Safeguardi~g the funds of the Tribe, along with many, 

11 many, many other hats that I wear as a Tribal leader. 

12 Q. Describe for us what the makeup of the Tribal Council 

13 is. 

14 A. It Is made up of seven elected officials that make up 

16 the governing body of the Crow Creek Sioux Tribe, one 

16 Chairman and six Councilmen. Myself and three other. 

17 Councilmen represent the Ft. Thompson District of tlie 

18 Reservation, one other Councilman repn;,sents the Big Bend 

19 District, and one Councllman represents the Crow Creek 

20 District. 

21 Q. Are all seven of those members of the Council elected 

22 amongst the people? 

23 A. Yes. 

24 Q. How long Is your term, Peter, as an elected Treasurer? 

25 A. Two years. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

Q. so you are about halfway through? 

A. Yes. 

Q. Peter, are you familiar with the Crow Creek Sioux 

Tribe's Tribal Utility Authority? 

A. Yes. 
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Q, Do you know when the Tribal Utillty Authority started? 

A. I think it began in 1997. 

Q, Well before you were a Council member. 

A. Yes. 

Q, Do you know what the purpose was or purpose Is with 

the Trlbal Utlllty Authority? 

A. Basically to oversee all utility functions on the 

Reservation. 

Q. Kind of self-explanatory. 

A. Exactly. 

Q. Now, Peter, are you a member of the Tribai Utiiity 

Authority? 

A. No. 

Q, You are just a member -- you are one of the seven 
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• 1 LLC? 

2 ----::A--:---ves-,· sir; ----_-_-_ -

3 Q, Wiii you share with the Court what your understanding 

4 lsofNATI 

6 A. It's basically a phone company. 

6 Q. Where Is It based? 

7 A. They are on the Reservation in Ft. Thompson. 

8 Q, What fs.your understanding as to the ownership 

·9 structur:e of NAT? 

10 A. The Crow Creek Sioux Tribe owns 51 percent of NAT, and 

11 WldeVolce owns 24 percent, and Native American Telecom 

12 Enterprise owns 25 percent. 

13 Q, But the Tribal entity is the majority shareholder. rs 

14 that right? 

15 A. Yes. 

16 Q, Who serves as the Trlbal representative on NAT's Board 

17 of Directors? 

18 A. Myself, Eric Big Eagle, and Shannon Shields. 

19 Q, How long has Miss Shlelds been a board member of NAT, 

20 If you know? 

21 A. About the same time I -- we all got on there about the 

22 same time, maybe late October1 early November. 

23 Q, Of what year? 

24 A. 2010 ... 

25 Q, So you've served on the NAT Board for five or six 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

months? 

A. Something like that, yes. 

Q. Enjoy your service so far? 

A. Yes. Learning a lot. 
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Q, It's your understanding that the other members of the 

Board are f'!l~de up of WldeVoice and Native Amerieen Teleeom 

Enterprise representatives? 

A. YeS. 

MR. KNUDSON: Objection. Leading. 

THE COURT: Overruled. 

BY MR. SWIER: 

Q. Peter, how did you become a Board member of NAT? 

A. We were pretty much appointed by the Council members, 

by the rest of the Council. 

Q. Didn't have a choice? 

A. Something iii<e that, but I aiso voiunteered to sit 

there, also, 

Q, Describe for the Court what your role as a NAT Board 

member is. 

20 elected members of the Councll? 20 A. I am there to look out for the best Interests of the 

21 A. Yes. 21 Tribe. 

22 Q, The Council, are they the governmental entity that 22 Q. And as a TrlbalRelected Treasurer, do you take that 

23 oversees the affairs of the Tribe? , 23 role seriowilY? 

24 A. Yes. 24 A. Very. 

25 Q. Peter, are you farnmar with Native American Telecom, 25 Q. Do you think you, based on your experience and 
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--= =-J- __ QQ_~i~IQn_,_are qu9li~-~~-~~-p-~ay t_~-~~-~l~?___ _ _ _ ___ 1 Q. Do new businesses always have start-up expenses? 
2 A. Yes. --------- -2--A;-Yes.--- - - ---- --- - --- -----

3 Q, Peter, before you became a Board member of NAT, what 3 Q, Has NAT had start-up expenses? 

4 did you know about telecom? 

5 A. Nothing. 

6 Q. Before you became an NAT Board member, what did you 

7 know about switched access fees? 

8 A. Nothing. 

9 Q. Do you know a little bit about it now? 

10 A. A little more than I did then. 

11 Q. You heard earlier that Jeff Holoubek currently serves 

12 as the President of NAT. Is that right? 

13 A. Yes. 

14 Q, And you know Mr, Holoubek? 

15 A. Yes. 

16 Q. Even though the Tribe ls majority ownei" of NAT, are 

17 you okay with Mr. Holoubek currently serving as President 

18 of NAT? 

19 A. Yes. 

20 Q, Why? 

21 A. He has a high knowledge In that field. He's very 

22 experienced. 

23 Q, So as somewhat the guardian for the Tribe, you are 

24 okay with Mr. Holoubek? , 

25 A. Yes. 
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1 Q. Peter, you said you served on the Board for five or 

2 six months. 

3 A. Yes. 

4 Q, Do you have a general Idea of NAT'S finances? 

5 A. A general idea, yes. 

6 Q, Based on your knowledge, do your other Board m,embers · 

7 have an Idea what NAT's financials are? 

8 A. Yes. 

9 MR. KNUDSON: Objection. Foundation. 

10 THE COURT: Overruled. 

11 A. Yes. 

12 BY MR. SWIER: 

13 Q, At this point, as the Treasurer for the Tribe, are you 

14 comfortable with the level of knowledge you have about the 

15 financials and how th!ngs work? 

16 A. Yes. 

17 Q. Earlier today Mr. Knudson brought up the fact that NAT 

18 so far has generated and received a little bit over a 

19 mllllon dollars in revenue. Is that right? 

20 A. Yes. 

21 Q, And you were aware, at least generally, of that 

22 number? 

23 A. Yes. 

24 Q, Peter, are you familiar with how businesses work? 

25 A. Yes. 

4 A. Yes. 

5 Q. The start-up expenses that NAT so far has spent, is it 

6 true that a majority, if not all, has been either the_ 

7 switched '!FCess fees you were temporarily receiving, or 

. 8 through loans from one of your partners, WideVoice? 

9 A. Yes. 

10 Q, If NAT hadn't received those loans from WideVolce, 

11 would NAT have been able to survive this long? 

12 MR. KNUDSON: Objection. Foundation. 

13 THE COURT: Overruled. You may answer. 

14 A. No. 

15 BY MR. SWIER: 

16 Q. They kept you afloat? 

17 A. Yes. 

18 Q, Peter, you've seen the financials and all the various 

19 charges. Based on your experience, and, again, as the 

20 Treasurer for the Tribe, do you believe those start-up 

21 expenses are reasonable? 

22 MR. KNUDSON: Objection. Foundation, 

23 THE COURT: Overruled. You may answer. 
'· 

24 A. Yes. 

25 BY MR' SWIER: 

1 Q. Did It cause you any heartburn? 

2 A. No. 

3 Q, You have to spend money to make money? 

4 A. Yes, sir. 

5 Q. Peter, are you familiar with the Marketing Fee 

6 Agreement between Native American Telecom and 

7 FreeConferenceCall? 

144 

8 A. I haven't seen the agreement personally, but I know 

9 there is one. 

10 Q. Do you know who would have signed that agreement? 

11 A. I believe our current -- our previous Chairman at the 

12 time and Mr. Erickson. 

13 Q. Who is that? I'm sorry, who was your previous 

14 Chairman that signed the contract? 

15 A. Brandon Sazue. 

16 Q, And Mr. Sazue is no tonger your Chair? 

17 A. No. 

18 Q, Who is your current Chairman? 

19 A. Mr. Duane Big Eagle. 

20 Q. And it's your understanding the contract was signed 

21 between then Chairman Sazue and who else? 

22 A. Mr. Erickson. 

23 MR. KNUDSON: Objection. I'm confused. Are they 

24 saying this is an agreement between the Tribe and 

26 FreeConference, or is it an agreement between NAT and 

Jill M. Connelly 605-330-6669 Page 141 to 144 of 256 

l 
I 
i 

I 
I 
I 

l 
l 



c 

Motion Hearina 

-
1 

2 

3 
4 

5 

6 

7 

8 

9 

10 
11 

12 

13 

14 
15 

16 

17 

18 
19 

20 

21 

22 

23 

24 
25 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
14 

15 

16 
17 

18 

19 

20 

145' 

FreeConference? I don't think it's been established which 

THE COURT: Mr. Swler, If you could clarify that. 

BY MR. SWIER; 

Q, Peter, ls this an agreement between Native American 

Telecom and FreeConferenceCall? 

A. Native American Telecom and FreeConferenceCall. 

Q. And you said Mr. Sazue signed the agreement on beha1r

of Native American Telecom? 

A. AS our Chairman. 

Q, And Mr. Erickson signed the agreement on behalf of 

FreeConferenceCall? 

A. Yes. 

Q, Peter, what's your understanding of that Marketing Fee 

Agreement between Native American Telecom and 

FreeConferenceCall? How does It work? ' 

A. My understanding of it is that NAT gets 25 percent of 

the gross, and 75 percent goes to FCC. 

Q, Do you know why FCC gets that 75 percent, and the 

Tribe receives 25 percent of the gross? 

MR. KNUDSON: Objection. Misstates what the 

agreement says. 

lliE COURT: Overruled. 

MR. KNUDSON: No, Your Honor, It's not the Tribe,. 

that gets the 25 percent. 

146 

THE COURT: That's an area for cross"examinatron. 

Overruled. The answer will stand. 

MR. SWIER; I'll clarify. 

BY MR. SWIER: 

Q. Native American Telecom receives 25 percent of the 

gross revenue. Correct? 

A. Yes. 

Q. And the Crow Creek Sioux Tribe owns how much of Native 

American Telecom? 

A. 51 percent. 

Q, Thank you. Peter, now that you know about the 

financial situation and these agreements, again, as the 

Treasurer For the Tribe, are you comfortable with the terms 

of that agreement? 

A. Yes. 

Q, Do you want to keep that relationship you have between 

your partners, WldeVoice and Native American Telecom 

Enterprises? 

A. Yes. 

Q. Is It a good deal for the Tribe? 

21 A. I believe so. 

22 MR. KNUDSON: Objection. Speculation. 

23 THE COURT: Overruled. 

24 BY MR. SWIER: 

25 Q, Is it a good deal for the Tribe? 
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1 A. Yes. 

- =-2=---Q;::_:_:oo:_you-want-to--keep:_your-relatlonship_that-You~have-~------=- ___ - ---. 

3 do you want to keep NAT's relationship with 

4 FreeConferenceCall? 

6 A. Yes. 

6 Q. Why? 

7 A. Well, if.it wasn't for FreeConferenceCall, there 

.8 really. wouldn't be a NAT. 

9 Q. Because --

10 A. Because of the world marketing they do, and they do 

11 all the work. 

12 Q, So without FCC, zero percent of zero would be zero. 

13 Is that right? 

14 A. Exactly. 

15 Q, Peter, y~u touched on this previousty back in October, 

~6 but I want to have you update the Court on NAT's efforts on 

17 the Reservation. 

18 A. Okay. 

19 Q. Share with the Court the benefits that NAT provides to 

20 your Tribal members. 

21 A. There's a number of different benefits. Because of 

22 the poverty there and the close to 90 percent unemployment, 

23 a lot of ou~ ~eople cannot provide a phone or pay for a 

24 phon~. Because of NAT, you know, them services are 

25 available, also with the Internet. 

1 

2 
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20 

Q, Let's talk about that. Describe for the Judge the 

facility, the Internet facillty that NAT has bullt on the 

Reservation. 

A. Are you talking the Internet Library? 

146 

Q. Yes, the Internet Library, the Internet Cafe. They're 

Interchange.able. 

A. Yes. 

Q. Talk about that. Describe that for us. 

A. It's an office in a Tribal administration building 

that NAT refurbished. Provided probably -- I can't 

remember the exact number~~ maybe seven or eight computers 

with a couple printers and monitors, seven or eight 

monitors. It's free to the publlc. Anybody can come in 

there and !let access to the computer and do whatever they 

need to do in there. There's always somebody there. 

Sometimes there's peopie waiting in iine i:o get on there. 

Q. Before NAT bu11t that Internet Library, did anything 

llke that exist on the Reservation? 

A. No. 

Q, Old Sprint ever make efforts to put that type of 

21 Infrastructure at the Reservation? 

22 MR; KNUDSON: Objection. Irrelevant 

23 THE COURT: Sustained. 

24 BY MR. SWlER: 

25 Q. Are there any more physical structures that NAT has 
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1 built for the Tribe and its members? 
------ -- - ---

2-A. YeS~-Tnere-1saCe8r~-1j,0-cS'1t~Ttheie-ihat·was::-almoSt~ 
3 completely refurbished, 

4 Q, What did it used to be, Peter? What did the shell of 

5 the building used to be? 

6 A. It used to be the old ambulance building, and the 

7 ambulance moved out of there, and it became a regular 

8 storage facility. 

9 Q, What has NAT taken with that old building and done' 

10 with 1t? 

11 A. They completely refurbished it, the outside and 

12 inside. They are turning it Into a Learning Center where 

13 people can have access to online classes and get their GED 

14 through there. They can learn computer technical skills 

15 and a number of other-things. 

16 Q, Before NAT, were those opportunities ever available on 

17 the Reservation? 

18 A. No. 

19 Q. Peter, I want to talk about the Learning Center. Did 

20 the Learning Center~- was the Leaming Center going to 

21 open a few months ago? 

22 MR. KNUDSON: Objection, Your Honor. This ls all 

23 prior testimony now. 

24 MR. SWIER: Your Honor, if I may, 

25 THE COURT: Overruled. You may answer. 
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1 A. From what I understand or what I remember, it was 

2 supposed to open In October, but since Sprint hasn't paid 

3 their bills, it's kind of in limbo right now. 

4 BY MR, SWIER: 

5 Q. There's no money to pay to open? 

6 A. No. 

7 Q. Peter, I want to talk about NAT's efforts ar1d how 

8 they've assisted with economic development on the 

9 Reservation. Can you e}(plaln that to the Court, please? 

10 A. They are actually one of the employers of the 

11 Reservation. There aren't very many employers there as It 

12 is. But over the summer when they were doing installations 

13 of the free phone service, free Internet service, I think 

14 they employed a total of maybe 10 people for a couple 

16 months there in the summer. They were local enrolled 

16 members, with the instruction of Tom Reiman and his son, 

17 who was training our people on how to install these. I 

18 think currently there is a total of four employees that 

19 help oversee the Internet Ubrary. 

20 Q. Before NAT made these efforts on the Reservation, had 

21 that ever happened before? 

22 A. No. 

23 Q. Peter, I know you are proud of your people being very 

24 good artisans. Correct? 

25 A. Yes. 

· 1 
151 

Q, Describe how the fac!lities provided by NAT have 
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3 A. Some of the people have been able to sell· their 

4 artwork online there In various parts of the country and 

6 maybe around the world. 

6 Q. Before NAT came, were those opportunities available to 

7 your tribal members? 

8 A. Very few. Very few. 

• 9 Q. Thl.s has made It much better for them? 

10 A. Yes, a lot easier. 

11 Q, Peter, talk about from an emergency communications 

12 perspective. How have NAT's efforts assisted the Tribe and 

13 Its members with emergency services? 

14 A. There's probably 115 Installations of the free phone 

15 service and free Internet service. I'll give you one 

16 instance of. how that helped here recently. 

17 Rlfi'ht now my Reservation is In the middle of a suicide 

18 epidemic. I got a call -- because of the recent suicide 

19 epidemic, myself and concerned community members of the 

20 Reservation there formed a Suicide Prevention Committee. 

21 About two weeks ago I got a call about 2:30 in the 

22 morning from a young gentleman who was contemplating 

23 suicide. He called me on one of those phones. 

24 Q. On on~ .of NAT's phones? 

26 A. Yes. Before that I don't believe they were able to 
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afford a phone. I got up and got out of bed and rushed 

over there and prayed with him and talked with him. Pretty 

much talked him out of doing what he was trying to do. 

Q, You were successful? 

A. Yes. But then there's some of our people, you know, 

they are a~le to call the ambulance service, the police 

statiqn, and any other emergency facility there on the 

Reserv8tlon. 

Q. Before NAT, were those type of services available to 

your members? 

A. Very few. 

Q, When you say "very few," why is that? 

A. Because of the poverty there. It's hard to pay the 

phone bills or pay any bills, as a matter of fact. 

Q, ~ecause of the poverty on the Reservation, It would be 

extremely difficult for most of your members to pay a 

standard Verizon cell phone fee? 

A. Yes. 

Q, Would it be difficult, if not Impossible, for your 

members to afford a Sprint cell phone package? 

A. Yes. 

A. Yes. 

MR. KNUDSON: Objection. Foundation. 

THE COURT: Overruled. 

BY MR. SWIER: 
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1 available on the Reservation? ! 155 

1 Q. would It be difficult for your members to afford 
---- . __ I ---- - -- - ·2=rea11y-anY-=-t;,.•pe=-or-commerera1:ce1H>tiOii"e-pae1<age?c---·· __ -_------_- ::.;__2--=A;-ve~. -- ------ - -- -- -- - ----- -- - --

c· 

3 A. Yes. 3 Q. But, again, why can't that be Used by the majority of 

4 Q, so what role does NAT then, to ft!\ that gap, what 4 members? 

6 role do they play? 

6 A. In a lot of Instances they play a big role, because 

7 it's a free phone service. 

8 Q. And that's subsidized by NAT? 

9 A. Yes. 

10 Q. As Treasurer of the Council and a Board member of NAT, 

11 do you think that's a reasonable expenditure of funds? 

12 A. Yes. 

13 Q, Peter, you Indicated the makeup of NAT's Board is the 

14 Tribe as majority owner and two prlvately held companies, 

15 WldeVolce and Native American Telecom Enterprise. Is that 

16 right? 

17 A. Yes. 

18 Q. Before NAT, describe for the Court the level of Tribal• 

19 and private entity partnerships that occurred on the 

20 Reservation. 

21 MR. KNUDSON: Objection. This is definltely from 

22 priortestlmony. Cumulative. 

23 THE COURT: Overruled. You may answer. 

24 A. I only know of one. That has to be the o~ly grocery 

25 store there on the Reservation, between the Tribe and the 

1 private entity. 

2 BY MR. SWIER: 

154, 

3 Q. Since NAT came on the Reservation, have there been any 

4 other opportunities like that that have arisen? 

5 A. No. 

6 Q, Peter, I think you said thls before, but how many 

7 high-speed broadband and telephone Installations has NAT 

8 Installed on the Reservation? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

A. I believe right around 115. 

Q, Before NAT, were any of those broadband installations 

and telephone installations available? 

A. No. 

Q. Did Tribal members receive any type of free 

telecommunication services before NAT? 

A. No. 

Q. Who covers the cost of those services, Peter? 

A. What do you mean? 

Q. Who subsidizes these services for your Tribal members? 

A. The NAT services? 

Q. Yes. 

A. Native American Telecom. 

Q. Were any of those services you've described ever 

5 A. Because of the high unemployment rate. 

6 Q, Can people afford to pay for that commercial service? 

7 A. Most of them, no. I'm not aware of any, anyway. 

8 Q. Do you know which commercial companies provide cell 

9 coverage on.the Reservation? 

10 A. l ~elleve Alltel Is the biggest one, Verizon, and 

11 maybe a little bit of AT&T. 

12 Q, Peter, are you aware of what are called Un!versal 

13 Service Funds or USF? 

14 A. Yes. 

16 Q. Generally are you aware of those? 

16 A. That's pretty much a government handout. 

17 Q, It's a Sl!bs!dy from the government? 

18 A. Yes. 

19 Q, Let me ask you this: If the Tribe can receive 

20 subsidies for some of these services, why don't you? 

21 A. Because we want to make our own way. We're tired of 

22 handouts. like I said In the last hearing, we're tired of 

23 standing there in front of the government with our hand 

24 out, begging for everything we need. We want to stand on 

25 our own two feet, We want financial freedom. We baalcally 
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1 want to make our own way. 

2 Traditionally our people were highly adaptable, 

3 extremely resourceful, and extremely hard working. There's 

4 a movement across Indian Country to get back to that. 

6 Q. So If you had a choice between receiving a government 

6 handout and running a private business, what would the 

7 Tribe choose? 

8 A. ~e'd run a private business. 

9 
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Q, Peter, what's the general consensus of your members 

regarding NAT and Its efforts? 

A. They are all very happy they're present there, and 

very fortunate to get the services that NAT provides. 

MR. SWIER: May I approach, Your Honor? 

THE COURT: You may, 

BY MR. SWIER: 

Q. Peter, 'r;m going to show you what has been marked 

Defendant's Exhibit 2g, Do you see that? 

A. Yes. 

Q, I'll put that up on the screen for you. Peter, you 

talked earller, just touched on Jt, about employment 

opportunities for your members through NAT. Is that 

correct? 

23 provided by anyone previously? 23 A. Yes. 

24 A. No. 24 Q, And what Is Exhibit 29? Can you read what Jt says at 

25 Q. Peter, other than NAT, rs there cell phone coverage 26 the tcip.of Exhibit 29? 
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-A·-_--'~lobs.cre~ted_by __ NAT_."_ _ ______ _ ___ -_-__ _ 

Q, Let's look at that Exhibit 29 a moment. Tell me If 

I'm reading this wrong. In February of 2010 It looks like 

NAT employed approximately two full-time employees, Is 

that right? 

A. Yes. 

Q. In March of 2010 It looks like about three. 

A. Yes. 

Q. Same In April, same In May. Correct? 

A. Yes. 

Q. In June It looks like we have four full-tiine 

employees. Is that rtght? 

A. Yes. 

Q, In July we have 10. Correct? 

A. Yes. 

Q, August, we have nine. September, it looks like we 

have eight. Octobe!r, seven. Then as it gets colder in the 

winter, probably the construction jobs decrease. Is that 

right? , 

A. Yes. 

Q. And it's your understanding that as of February 11 of 

159 

1 the economic development Impact on the Reservation. Has 

2 the Ti-ib~-Q~ -N-AT-hir~d ~- th1~d=D~rtY cons~-iffint~to aa-a·ny------~-

.3 type of formal economic analysls of NATI 

4 A. No. 
5 Q, Why? 

6 A. Can't afford it. 

7 Q. As the Treasurer of the Tribe, can you see the 

8 economic advantages that NAT has provided? 

9 A, Yes. 

10 Q, Any d_oubt? 

11 A. NO. 
12 Q. It'S not coming from anywhere else? 

13 A. No. 
14 Q, Peter, you talked earller about that the Learning 

15 Center was hopefully going to open in October of 2010. 

16 Correct? 

17 A. Yes. 

18 Q, You said it didn't open. Is that right? 

19 A. Right. 

20 Q, oa· you know how many full-time jobs the Learnlng 

21 Center would have provided for your members? 

2011, just a week or two ago, how many full-time employees 22 MR. KNUDSON: Objection. Foundation. 

does NAT provide on the Reservation? 23 THE COURT: Overruled. You may answer. 

A. Four. 24 A. If I remember right, six to eight. 

Q. In terms of a private employer on the Reservation, is 25 BY MR. SWIER: 
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anybody bigger than NAT? 

A. Other than the grocery store there and a gas station 

there that is owned by a Tribal member, no. 

Q. Any privately-held company, other than that one, do 

you have any other employment on the Reservation? 

A. No, 

Q. So anywhere from two to ten private jobs. Is that a 

big deal on the Crow Creek Reservation? 

A. It's huge. 
' 

Q. There was a comment made earller during Mr. Cestero's 

testimony that it looked like your members were paid 

approximately $1,900 ln payroll last month. Do you 

remember that? 

A. Yes. 

Q. I think we figured those jobs come out to about $10 an 

hour. Do you remember that? 

A. I think so, yes. 

Q. Is a private job that pays your members $10 an hour a 

big deal on the Reservation? 

A. Yes, It is. 

Q, Are those jobs available through anyone other than 

NAT? 

A. No, not at $10 an hour. 

Q, Peter, I know you are going to get asked this 

question, so I'm just going to ask It. You talked about 

1 Q, Is that ·full-time? 

2 A. Yes. 

3 Q. Peter, what would be the Impact on your Reservation 

4 for an additional six to eight full-time privately-paid 

6 jobs? 

6 A. That would be a huge impact. 

7 Q. Has NAT done everything they told you they were going 

8 to do so far with infrastructure and buildouts and 

9 investmerit? 

lo A. Yes. 

11 Q. Is NAT a big deal on the Reservation? 

12 A. Yes, it is. 

13 Q. Based on the current economic conditions, Is NAT 

14 Irreplaceable on the Reservation? 

15 A. Yes. 

16 MR. SWIER: I don't have any further questions. 

17 Thank you.· 

18 THE COURT: Mr. Knudson? 

19 MR. KNUDSON: Thank you, Your Honor. 

2D CROSS-EXAMINATION 

21 BY MR. KNUDSON: 

22 Q, Mr. Lengkeek, pleasure to see you again. We met 

23 yesterday. Do you recall? 

24 A. Yes, sir. 

25 Q. During.that meeting, I took your deposition. Do you 
JlH M. Connelly 605-330-6669 Page 157 to 160 of 256 



-----

-

Motion Hearing 

161 

1 remember that? 
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3 . Q, In that deposition you were sworn to tell the truth. 
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Isn't that right? 

A. Yes. 

Q, You were sworn today to tel! the truth. 

A. Yes, sir. 

Q. I believe you testified in response to Mr. Swier's 

questions that NAT ts based on the Reservation. Is that 

your testimony? 

A. Excuse me? 

Q. I believe you testified that you understood that NAT 

is based on the Reservation. Correct? 

A. Yes. 

Q. Do you understand, from listening to the prior 

testimony of Carlos Cestero, the financial records are kept 

In Long Beach, California? 

A. Yes. 

Q. And Tom Reiman, who Is one of the founders of NAT, 

lives in Sioux Falls. Correct? 

A. Yes. 

Q, And Mr. Gene DeJordy, another one of the founders, 

lives out of state, as well. Correct? 

A. Yes, sir. 

Q. Now, (jo you know who the Native American Telecom 

162 

Enterprise members are on the Board of NAT? 

A. I believe Tom Reiman and Gene DeJordy. 

Q, They are entltled to three, aren't they? Native 

American Telecom Enterprise Is entitled to three members? 

A. Yes. 

Q. Who is the third member for Native American Telecom 

Enterprise? 

A. I believe Native American Telecom Enterprise is 

March 3 2011 
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1 Q, You only talked to him on the phone? 
--- -- ::_:_2-=---=---A:;-ves,---Slr.~-----_----------_--_-_-_-_-_-_-_-_--_-_-_-_--__ -_- ---_-_-____ _ 

3 Q. So 1 b~lleve you also testified yesterday, with 

4 respe<;t to the Learning Center that Mr. Swler just 

5 Inquired~ that you, Jn fact, have never seen the building. 

6 Have you? 

7 A. I've seen the outside of It. I haven't walked up and 

8 looked on the Inside. 

9 Q. Didn't you testify you hadn't been Inside the Learning 

10 Center? 

11 A. Yes, that's what I just said. I haven't been inside 

12 of It. 

13 Q. So ·since you've become a Board member of NAT, you've 

14 never gone Inside the Learnlng Center? 

15 A. No. It hasn't been opened yet. 

16 Q. You haven't gone inside to see the status of the 

17 construction. Have you? 

18 A. No. 

19 Q. Before you became a Board member, I think you 

20 testlfled the· Other two Board members of NAT from the Tribe 

21 
22 

23 

24 

25 

also joined on in November of 2010? 

A. Yes, 

Q. Before that, who were the Tribal members on the Board 

of NA17 

A. I don't know who was on before that. 

Q, You don't know who you replaced? 

A. No. 
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Q. I think you testified that Mldstate communications 

provides services to the Crow Creek Reservation. Correct? 

A. Yes, sir. 

Q. That's a traditional land line? 

A. Yes, sir. 

1 

2 

3 

4 

5 

8 

7 

8 

9 Tom Reiman and Gene DeJordy. Native American Telecom, LLC, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Q. In fact, I believe you testified they provide kind of 

a lifeline service to the Reservation? 

10 is myself, Eric Big Eagle, and Shannon Shiel~s. 

11 Q, Doesn't the Joint Venture Agreement bringing the 

12 Tribe, Enterprise, and WideVoice together call for a Board 

13 of nine members? 

14 A. Yes. 

15 Q. So OeJordy and Reiman are entitled to another member 

i 6 on the Board. Are they not? 

17 A. To tell you the truth.1 I believe I've only seen their 

18 names on there for Enterprise. 

19 Q, Now, you were asked a little bit how comfortable you 

20 are with Jeff Holoubek running NAT today. Right? 

21 A. Yes. 

22 Q. Now, Isn't it true, when I took your deposition, that 

23 you didn't recognize Mr. Holoubek when you saw him? 

24 A. No. That's the first time I met him face to face 

25 yesterday. 

10 A. Yes. 

11 Q, Th!i!Y c:an get services as low as five dollars a month? 

12 A. For the elders with disabilities or sicknesses. 

13 Q. And also people who are In poverty, as well? 

14 A. That's not my understanding of it. 

16 Q, When I asked you about Universal Service Funding 

iS yesterday, you testified you never heard of the term 

17 before. Isn't that true? 

18 A. True •.. 

19 Q, So~ likewise, since you hadn't heard of it before, no 

20 one at NAT had ever recommended that Tribal members apply 

21 for Universal Service Funding. Correct? 

22 A. Say that again. 

23 Q. Well, since you hadn't heard of Universal Service 

24 Funding before, Is It also fair to say you never heard 

26 anyone from NAT recommend that Tribal members apply for 
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_ --~___J:!_~iv!rsal _~~ry~e -~un~_t~g supp~rt __ ?_-_----~--'-~~--"-'= 
2 A. Yes. 

3 Q, And are you aware you can get subsidized telephone 

4 service through Universal Service Funding from Verizon 

5 Wireless? 

6 A. I wasn't aware of that. 

7 Q, Do you know how much lt costs to purchase services 

8 from Sprint? 

9 A. No. 

10 Q. Do you know how much It would cost to purchase 

11 services from AT&T fur cell phone service on the 

12 Reservation? 

13 A. No. 

14 Q, Now, I believe you testified there are four people-

15 working full-time at the Internet Cafe? 

16 A. Yes. 

17 Q. The hours of operation are from 8:00 to 5:007 

18 A. Yes. 

19 Q, Monday through Friday? 

20 A. Yes. 

21 Q. So lt1s open approximately 40 hours a week. Is that 

22 correct? 

23 A. Yes. 

24 Q. All four people that work for NAT are there at the 

25 same time? 
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1 A. No. 

2 Q. At least four members. How many hours per month do 

3 they work for NAT? 

4 A. I have no Idea. I don't invo Ive myself with the 

6 day-to-day workings of the Internet Library. 

6 Q. You're a member of the Board of NAT, and ycu never 

7 inquired as to how many hours each one of these Tribal 

8 members works for NAT? 

9 A. No. Like I said earlier, I wear many, many hats 

10 there. I just can't concentrate on NAT's day-to-day 

11 workings on a daily and all-day basis. 

12 Q, What are your other duties on the Reservation thf!t 

13 keep you so busy? 

14 A. Tribal leader. That entails everything from 

15 safa;t.:~rd!ng the funds, looking for e(:onomic stimulus, 

16 economic progress. lust generally trying to make the 

17 Reservation a better place. 

18 Q. Would It be fair to say you devote the majority of 

19 your time towards Tribal affairs versus those of NAT? 

20 A. Yes. 

21 Q, Would you say the same is true for the other Tribal 

22 members or Board members of NAT? 

23 MR. SWIER: Objection. Specu latton. 

24 THE COURT: Overruled. You may answer, lf you 

25 know. 
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1 A. Yes. 
------2--eY-MR;-KNUDSON.- ----- - -- - -

3 Q. So you are quite dependent on what the Free Confer~nce 

4 Corporation people tell you about the state of affairs of 

5 NAT. Isn't that true? 

.5 A. Yes. 

7 Q. Now, you testified that about 10 peop!e are seeking to 

8 sell their art or craftwork an the Internet today? 

9 A. About that, yes. I don't know the exact number. 

10 That's from what I was told. 

11 Q. So you only heard that secondhand then? 

12 A. Yes. 

13 Q, You ha.yen 1t independently tried to verify that number? 

14 A. No. 

15 Q. Of these people you heard were selllng their arts and 

16 crafts on the Internet today, didn't some of them sell 

17 their arts and crafts before NAT arrived? 

18 A. Just there locally. You don't receive the good prices 

19 on the artwork selling locally versus selling state ... wide, 

20 country-wide, or even internationally. 

21 Q. Have Y?u ever looked into, you personally, have you 

~2 ever ~rled to measure how much these artists' sales have 

23 increas'ed since NAT arrived? 

24 A. No. 

25 Q. Before NAT arrived, was there Internet on the 

1 Reservation? 

2 A. Yes. 

3 Q. Who provided that service? 

4 A. Midstate. 

5 Q, Anyone else? 

6 A. No. lust Mlclstate, I believe. 
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7 Q. Do you know If Midstate provided broadband services? 

8 A. I guess I don't -- I don't think it was broadband. I 

9 think It was the old type, you know, the -- I can't even 

10 think of the name of what they used to call it. I think 

11 now It's the DSL, 

12 Q, So they had DSL service on the Reservation before NAT? 

13 A. On the northern part of the Reservation. 

14 Q, And that was provided by Midstate? 

16 A. No, that was provided by --

16 Q. Another carrier? 

17 A. No, I don't. Not right offhand. 

18 Q. It was another carrier, though, obviously. 

19 A. Not all across the Reservation. Just on a certain 

20 part of the Reservation that's closer to the capital in 

21 Pierre. 

22 Q, Now, tell me what you understand Free Conferencing 

23 Corporation to do. 

24 A. They are basically out there marketing for us. 

26 Q. What do they market? 
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1 A. Native American Telecom. 1 Corporation was taking in 75 percent of the revenues of 

~~~----·--··_··_·, _--:2--=Q-:- ---whaFl<fr10-0f-serv1ce-=-aoes~Free-eonfefEfrite-eo-rporatioi1-_:__---.:.= =2~NAT?-- - ---- - ---- - - - ---- -

{ 
'· 

3 provide? 3 A. Yes. 

4 A. What kind of service? 4 Q. Isn't lt also true that the Tribe has not received any 

5 Q. Yes. 

6 MR. SWIER: Asked and answered, Your Honor. He 

7 answered they provide marketing service. 

8 THE COURT: Overruled. You can answer. 

9 A. They provide marketing service for Native American 

10 Telecom. 

11 BY MR. KNUDSON: 

12 Q. Have you ever heard they might be offering a 

13 conference bridge service to people outside the 

14 Reservation? 

15 A. Yes. I've heard something like that. 

16 Q. Well, could you pick up what's been marked as 

17 Plaintiff's Exhibit A? 

18 MR. KNUDSON: May I approach? 

19 THE COURT: You may. 

20 BY MR. KNUDSON: 

21 Q. Mr. Lengkeek, I can help you to move this along, Here 

22 

23 

24 

Is the exhibit. I'll ask you to turn your attention to the 

very last page of It, Page 83. 

A. Yes, sir. 

25 Q. Can you see Page 83, sir? 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
18 
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A. Yes. 

Q. Do you see the income that NAT has recorded on Its 

Profit and Loss Statement for 2010? 

A. Yes. 

Q. It's $1,148,000 and change. Correct? 

A. Yes. 

Q. Isn't It true you didn't know until yesterday that NAT 

reported that much Income for 2010? 

A. Yes. 

Q. So until yesterday, you hadn't heard that Information, 

and today is the first time you've seen this Profit and 

Loss Statement. Isn't that true? 

A. Yes. 

Q, In fact, you only recently learned that Free 

Conference Corporation received 75 percent of the gross 

revenues of NAT. Isn't that true? 

A. Yes. 

Q. You were told that when, sir? 

5 money from NAT? 

6 MR· SWIER: Objection, Your Honor. That's a 

. 7 misstatement of the facts. We've already talked about the 

8 infrastructure Investment that's been made on the 

9 Reservation through NAT. 

10 THE COURT: Overruled. You may answer. 

11 A. What was the question? 

12 BY MR. KNUDSON: 

13 Q. Isn1t it true the Tribe has received no money from 

14 NAT? 

~5 A. fio actual dollar bills. But we have received the 

16 refurbi'shing of a building for the Learning Center. We 

17 have received the Internet Library. 

18 Q. My question to you was, isn't it true the Tribe has 

19 received no money from NAT. Isn't that correct? 

20 A. Yes. 

21 Q, Isn't it also the case that the Tribal Utility 

22 

23 

24 

Authority didn't have any members on the Board until 

Septe.mber of 2010? 

A. If I remember right, the Tribal Utility Authority was 

25 put In place years ago, 1997, and from my understanding, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
18 
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when this was first brought to the prior Council, probably 

18 to 20 months ago, there were members placed on there. 

Then when the new Council took over, which I am a part of, 

we appointed four members to that Utllltles Council. 

Q. Isn't it frue September 9, 2010, a Tribal Council 

adopted a Resolutron appointing four members to the Tribal 

Utility Authority Board? 

A. Yes. 

Q. And there were no Board members before that action. 

Isn't that true? 

A. I don't even know their names. 

Q, My question to you Is, were there really any Board 

members on the Board of the Tribal Utility Authority before 

this Resolution was adopted September 9, 2010? 

A. To my understanding, there was, but I don't know who 

they were. It don't seem right to have a Board with no 

members. 

19 A. I received a lot of the financial documents probably 19 

MR. KNUDSON: No further questions, Your Honor. 

THE COURT: Thank you. Mr. Swier? 

20 two weeks ago, and the rest of the Board members have all 20 REDIRECT EXAMINATION 

BY MR. SWIER: 21 received them, but because I'm so busy, I haven't been able 21 

22 to take in on most of the conference calls and conference 

23 meetings that goes on with the Board. I would probably 

24 have to say a couple weeks ago. 

22 Q, Peter, Mr. Knudson asked you a series of questions. 

23 I'm going to take them in the order he gave them to you. 

24 He Indicated, of course, the books, the financial books of 

26 Q, Only two weeks ago you learned Free Conference 25 NAT, those are kept for you in Long Beach, California. 
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1 

2 

Are~'_t_t~eyi __ _ 
-c---~-cc---~~~~c __ ,~~-~---~~~-~-c~~--~-~~~~ 

A. Yes. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
25 

Q. Who keeps those books for you? 

A. WideVoice. 

Q. Who, In particular? 

A. Mr. Cestero. 

Q. Peter, are you okay, as a Board member, with the bean 

counting of NAT being done With experlenced-accounta~ts in 

Long Beach? 

A. Yes. 

Q, Do you think that's unreasonable? 

A. No. 

Q, Peter, how were you chosen to be on the Board again of 

NATI 

A. I volunteered for It, and at the same time I was 

appointed by the rest of the Council members. 

Q, You Indicated that you had some predecessors whd 

served on the Board of NAT before you. Is that right? 

A. Yes. 

Q. Peter, Mr. Knudson also asked you about Universal 

Service Funds or USF handouts. Explain to the Court again 

why you don't want to accept those government handouts. 

MR. KNUDSON: Objection. Cumulative. 

THE COURT: Sustained. 

BY MR. SWIER: 
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Q. Mr. Knudson also asked you about Sprint and their 

services or some of the other big carriers' seivices on the 

Reservation. Is that right? 

A. Yes. 

Q, What do those big carriers do to market their services 

to the members of your Tribe? 

A. I haven't seen any of them there doing anythfng. 

Q. Why do you think that Is? 

MR. KNUDSON: Objection. Speculation. 

THE COURT: Overruled. You may answer, If you 

know. 

A. I would say because there's no opportunity there, or 

very little opportunity for customers and for people to pay 

their bills, 

BY MR. SW!ER~ 

Q. In other words, It doesn't help the carriers, bottom 

line. Is that right? 

MR. KNUDSON: Objection. Foundation. 

THE COURT: Sustained as leading. 

BY MR. SW!ER: 

Q, Based on the poverty rate of your people, do you think 

Sprint can n1ake any money out on the Reservation? 

MR. KNUDSON: Objection. Leading, Foundation. 

THE COURT: Sustained as leading. 

BY MR. SWIER: 
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1 Q. Describe for the Court what Sprint has ever done on 

2---u1ecrow-creek-Reservatto-n. - --

3 MR. KNUDSON: Objection. Irrelevant. 

4 THE COURT: Overruled. You may answer, 

5 A. Nothing. 

6 BY MR. SWIER: 

7 Q. What has AT&T ever done on your Reservation? 

a A. Nothing. 

9 Q. What has Verizon ever done on your Reseivatlon? 

10 A. Nothing. 

11 Q. What has Alltel ever done on your Reservatlon? 

12 A. Nothing. 

13 Q. What has NAT done on your Reservation? 

14 A. They1ve provided jobs. They provided phone access, 

15 Internet access, access to emergency services, and 

16 hopefully·if Sprint and the other carriers pay their bills, 

17 they Will provide revenue. 

18 Q, Peter, are you comfortable with your business partners 

19 with NAT? 

20 A. Yes. 

21 Q, Peter, are you a smart guy? 

22 A. I like to think so. 

23 Q. Are you stupid? 

24 A. Well,-not all the time. 

25 Q. Depends if I ask your wife? Okay. Peter, can 

176 

1 somebody from outside the Reservation come and take you by 

2 the hand and s!mply lead you to wherever In the galaxy you 

3 want to go? 

4 MR. KNUDSON: Objection. Argumentative. 

6 Speculation. 

6 THE COURT: Sustained. 

• 7 BY MR. SWIER: 

8 Q. Peter, can out-of-Reservation companies come In and 

9 pull the wool over your eyes regarding a business venture? 

10 MR. KNUDSON: Same objection. 

11 THE COURT: Sustained. 

12 BY MR. SW!ER: 

13 Q, What are your thoughts of how you, as a eoard member, 

14 and your f~l.low Tribal Board members, handle your duties 

15 for NAT? 

16 MR. KNUDSON: Objection as to foundation as to 

17 the other members. 

18 THE COURT: Sustained as to the other members. 

19 But he can go ahead and answer regarding himself, 

20 A. Can you repeat that? 

21 MR. SWIER: Jill, can you read that back, please? 

22 (The requ~~ted portion of the record was read by the 

23 reporter.) 

24 A. What are my thoughts on how we handle the duties of 

25 NAT? 
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1 BY MR. SWIER: 1 A. Yes, sir, very hard. 

=====cl~2--=Q-:=Are:...you=engaged?----_--_-_-_-_____ -_-_-_-_-_-_-_--__ ---_•_-_-_-_-_-_-_-1.=.-2----Q. -When yg_u work,-when-YOU-Qrovide-a-servlce to-someone, 

c 

3 A. Yes. 3 do you expect to be paid? 

4 Q, Are you engaged, to the best of your ab!l!ty, based on 4 A. Yes. 

5 the other numerous duties you told Mr. Knudson you do? 

6 A. As much as I can, yes. 

7 Q. Do you believe your fellow Board members are of that 

8 same thing? 

9 MR. KNUDSON: Objection. Same. Foundation. 

10 THE COURT: Sustained. • 

11 BY MR. SWIER: 

12 Q, Peter, do you have monthly Board of Director meetings 

13 for NAT? 

14 A. In the past it was monthly. But here recently, they 

15 are starting to meet weekly. 

16 Q. rs It your understanding that your predecessors on the 

17 Board during the meetings received financials? 

18 A. Yes. 

19 Q. So the financials have been provided to your Board 

20 members since pretty much when NAT became a telephone 

21 provider. Is that fair? 

22 MR. KNUDSON: Objection, Leading, 

23 THE COURT: Sustained as leadlng. 

24 BY MR. SWIER: 

26 Q, To the best of your knowledge, have your previous 
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1 Board members been kept apprised of the financials of NAT? 

2 A. To the best of my knowledge, ·yes. 

3 Q. so we have monthly Board calls, conference cans, that 

4 have now turned Into weekly calls. Right? 

5 A. Yes. 

6 Q. Are you comfortable with those weekly calls? 

7 A. Yes. 

8 Q. Do you think that's a good thing? 

9 A. Yes. 

10 Q. Do you and your Board members make every effort to 

11 attend those Board meetings? 

12 A. Yes. 

13 Q. Peter, Mr. Knudson asked you, "Why hasn't the Tribe 

14 received any money?" Explain to the Court why the Tribe 

15 hasn't received any money. 

16 A. Well, It's a new business starting out,.and all new 

17 businesses incur a lot of costs. In the beginning -- I · 

18 just learned there was money coming in, a little over a 

19 million dollars. Most of that was paid back to the people 

20 and the organizations that put up the money. 

21 I would have to say when we were close to getting 

22 payments from that or receiving revenues from that is about 

23 the time when Sprint and the other providers quit paying 

24 their bills. 

5 Q, Is NAT providing a service to Sprint? 

6 A. Yes. 

7 Q, Is NAT being paid for the service it provides Sprint? 

8 A. No. 

9 Q, Do YOl:J _feel Sprint should pay for the service that NAT 

~O prov!Qes? 

11 A. why not? Everybody in this room, they provide a 

12 service. They expect to get paid. You are supposed to pay 

13 your bills. 

14 Q, Has Sprint paid Its bills? 

15 A. No. 

16 MR. SWIER: No further questions. 

17 

18 

THE COURT: Mr. Knudson? 

RECROSS-EXAMINATION 

19 BY MR. -KNUDSON: 

20 Q, Didn't you just testify that Alltel has done nothing 

21 on your Reservation? 

22 A. Yes. 

23 Q, You have an Alltel cell phone, don't you? 

24 A. Yes. 

25 Q. It works on the Reservation, doesn't It? 

1 A. Yes. 
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2 Q. You understand Verizon offers cell phone service on 

3 the Reservation? 

4 A. Yes. 

6 Q, In fact, It's an ellglble telecommunlcat!ons carrier, 

6 and It provides subsidized cell phone service on the 

7 Reservation? 

8 A. Who does? 

· 9 Q. VeFlzon. Do you know that? 

10 A. No. Alltel is the one there with the best coverage, 

11 but we have to travel over an hour away to the Alltel 

12 office. 

13 Q. Now, you said the money that went Into NAT went to the 

14 people who put the money In. Is that right? 

15 A. As far as I understand. 

16 Q. How m(jch money has Free conferencing Corporation put 

17 lnto NAT? 

18 A. I don't know right off the top of my head. 

19 Q. Are you aware that Sprint paid Its last Invoice of 

20 NAT's In February of 20107 

21 A. Yes. I was just made aware of that. 

22 Q. That happened before you became a member of the Board 

23 of NAT. Isn't that true? 

24 A. That was February of 2010, yes. 

25 Q, Peter, you work. Right? ' 25 Q, Have you gone back to look at the financial records of 
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~AT_ sln_ce _y~u _j_ol_ne~ _t_h_e _~_~rd of NAT? 

A. No, 
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___ -____ · 

Q. Are there any financial records on the Reservation 

pertaining to NAT that you could go look at? 

A. Yes. 

Q, Where are they? 

7 A. Jn my office. 

8 Q. You never looked at them, though? 

9 A. Yes, I'Ye skimmed through them. 

10 Q, Have you skimmed through the records before you became 

11 a Board member? 

12 A. No. 

13 Q. So you don't know the financial history of NAT prior 

14 to becoming a Board member. Do you? 

15 A. No. 

16 Q. Since becoming a 13oard member, all you've done is skim 

17 those records. Is that correct? 

18 

19 

20 

21 

22 

23 

24 

A. Yes. 

MR. KNUDSON: No further questions. 

THE COURT: Mr, Swier? 

MR. SWIER: No further questions. Thank you. 

THE COURT: You may be excused then, Thank you. 

(Witness excused) 

THE COURT: Mr. Swler, you may call your next 

26 witness. 

182 

1 MR. SWIER: Thank you, Your Honor. We would have 

2 no further witnesses at this time. 

3 THE COURT: Mr. Knudson? 

4 MR. KNUDSON: We have one. We'll call Amy 

5 Clouser. 

6 AMY CLOUSER, 

7 called as a witness, being first duly sworn, testified as 

8 follows: 

9 DIRECT EXAMINATION 

10 BY MR. KNUDSON: 

11 Q, Good afternoon, Miss Clouser. If you would be so klnd 

12 to tell the Court and courtroom your name and how you spell 

13 it. 

14 A. My name is Amy Clouser. A-M-Y C-L-O·U-S-E-R. 

15 Q. M!ss C!cuser, te!! me about your employment experience 

16 at Sprint. 

17 A. I started at Sprint in March of 1998 with Sprint 

18 Publishing and Advertising. 

19 Q, Is that the Yellow Pages? 

20 A. Yes. 

21 Q, Then what did you do? 

22 A. I worked In the Billing &iid Collectlor=s Capertment. 

23 Q, Then where did you go? 

24 A. In March 2001 I applied for and was offered a position 

25 with Access Verification as an Access Auditor II. 

March 3 2011 
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1 Q, What are your duties as an Access Verification 
--- ---- -- - ---- ----

2 Analyst?--

3 

-4 

5 

6 

A. J audit and process Invoices for Sprint Long Distance. 

Q, Those Invoices come from whom? 

A. It comes from various telephone companies. 

Q. Would that Include the Invoices that were sent by CABS 

7 Agent on behalf of NAT? 

8 A. Yes. 

9 Q. You are familiar that there is a dispute here between 

10 Sprint and NAT over the payment of certain invoices. Is 

11 that right? ... 

12 A. Yes. 

13 Q. When did the dispute With NAT arise? 

14 A. In February 2010. 

15 Q, What happened? 

16 A. At that time we received an invoice with significant 

17 charges that we reviewed and found that it was for toll 

18 

19 

~o 

21 

22 

23 

24 

fraud minutes of use. 

tv!~· SWIER: I'll object, Your Honor, and ask that 

be st~icken, the fraud comment. That's obviously a 

mlschai-acterlzatlon. 

THE COURT: Overruled. The answer will stand. 

MR. KNUDSON: Thank you, Your Honor. 

BY MR. KNUDSON: 

25 Q, Prior to that Invoice, had Sprint paid Invoices sent 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

16 

17 

18 

19 
20 

21 

22 
23 

24 

25 

on behalfof NAT? 

A. Yes. We paid two invoices. 

Q. Wlien was that? 
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A. For the December 2009 and January 2010 invoices. 

Q. Do you recall how much the December 2009 invoice was? 

A. It was for $18,.544.26. 

Q. Then the January Invoice, ma'am? 

A. It was $10,911.96, 

Q. How did Sprint pay those Invoices? 

A. They Were paid by chec;k to CABS Agent. 

Q. After you did your audit for the third Invoice, what 

was the decision made regarding that Invoice? 

A. The decision was made to dispute the charges. 

Q. What does that mean? 

A. That we determined access pumping, and that the 

charges were invalid. 

Q, When you dispute them, what do you do? 

A. We submitted a Dispute Detail Report to the billing 

party •. 

Q. Who Is that? 

A. CABS Agent. 

Q, Did you do anything about the first two invoices that 

you paid? 

A. Yes. We disputed those invoices in arrears, and 

submitted Dispute Detail Reports for those charges,. as 
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1 Q. Let's go to the top line. "Terminating OCN 424F." 1 

2 
3 

4 

5 

6 

7 

8 

9 

Q. DlCI you request a refuna?' ________ -__ -_-_-_--__ -_------=-=-2---=Wfial:iS~-that-1=-~=-------=-- -- ----

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 
23 

A. Yes. 

Q, Has that refund request been granted? 

A. No. 

Q. You've looked at -- have you petformed what would be a 
minutes of usage analysis of NAT'S traffic to Sprint? 

A. Yes. 

MR. KNUDSON: If I may approach, Your Honor. 

THE COURT: You may. 

BY MR. KNUDSON: 

Q. Miss Clouser, I'm handing you what's been marked as 

Plaintiff's Exhibit F. Take a moment to look at that, 

please. Can you Identify that exhibit? 

A. Yes. 

Q. What Is It? 

A. This is from an Excel spreadsheet that I created from 

Call Detail Records. 

Q, Is there a database you examined tD prepare this 

report? 

A. Yes. We have a database called Sonar, In whlctt.-we can 

run ad hoc reports for Call Detail Records. 

Q, What's lnslde the Sonar database? 

24 A. The Sonar database contains call detail information, 

25 as recorded by Sprint switches. 

1 Q, Is that the database for all calls going through 

2 Sprint's equipment? 

3 A. Yes. 
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4 Q, So it has the Call Detail Records for all calls made 

5 on Sprint's switches? 

6 A. Yes. 

7 Q. Is this database checked for accuracy? 

8 A. Yes, it is. 

9 Q. What steps are taken to secure the database from •• 

10 the data stored Jn that database from Joss or alteration? 

11 A. We have quality contl'ols In place wlth·Sprlnt 

12 technicians and outside vendors to ensure the accuracy of 

13 the datP, and aJSo to make sure it's secure from loss of 

14 data per Sprint retention policies. 

16 Q. So this database became the basis for preparing 

16 Exhibit F? 

17 A. Yes. 

18 MR. KNUDSON: I would offer Exhibit F. 

19 MR. SWIER: No objection. 

20 
21 

22 
23 
24 

25 

THE COURT: F Js received. 

BY MR. KNUDSON: 

Q. Tell us what Exhibit F represents, Miss Clouser. 

A. It represents the dialed telephone numbers. 

Q. Should I just walk through this? 

A. Sure. 

3 A. OCN Is Operating Carrier Number. 424F ls NAT'S as 

4 assigned by NECA. 

·5 Q, By.whom? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

~1 

22 
23 

A. National Exchange Carrier Association. 

Q, What does the next line, "Type FGD," mean? 

A. FGD signifies long distance. 

Q, Then we have a "Start Date." What Is that? 

A. That's the date range for the calls. 

Q. So these are calls from December 1 through December 

31, 2010? •. 

A. Correct. 

Q, Then there's a llstlng, "Conference MOU." Can you say 

what "MOU'' stands for? 

A. Minutes of use. 

Q. What does the number represent? 

A. The numbel' repl'esents the minutes of use I attributed 

to conference llnes. 

Q, Does ~~!S report show the total number minutes of use 

to the. 477 exchange for December of 2010? 

A. Yes. At the very bottom there's a sum of the total 

minutes of use. 

24 Q. What were the total minutes of use reported? 

25 A. 922,691. 
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1 Q. Of that, m!nutes of use attributed to conference were 

2 how much? 

3 A. 5J:22,146. 

4 Q. wtiat percentage of the total did that represent? 

5 A. 99.94 percent. 

6 Q. How did you determine it was 99.94 percent to 

7 conference calls? 

8 A. 1 called the top telephone numbers to determine the 

9 conference numbers. I also did Internet searches to see if 

10 there was_ any marketing or advertising for the conference 

11 phone numbers. 

12 Q. Based on that Investigation, you concluded what? 

13 A. That the top six phone numbers were for conference 

14 phone numbers. Those are what make up the 99.94 percent. 

15 Q. Did you determine that any were associated with 

16 FreeConferenc;e.com? 

17 A. Yes. 

18 Q. You performed other traffic analyses of NAT's exchange 

19 previously. Haven't you? 

20 A. Yes. 

21 Q. Is the results of Exhibit F consistent with what 

22 you've seen before? 

23 A. Yes. 

24 Q. Is Exhibit A up there? If you would, Amy, take a look 

25 at Plaintiff's Exhibit A, and look at the first page, Do 
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1 __ y_oll_!\ie_Eil_Wh_~1!h_E!t_r~pg_rt __ rep_~§e!Jts? _ 
---------------------

2 A. Yes. 

3 Q, What is It? 

4 A. It appears to be their volumes of minutes by month, 

5 and also their number of ports. 

6 Q, Do you know what "ports" represent? 

7 A. It's part of the facilities necessary to carry the-

8 traffic. 

9 Q. So if your traffic Increases, you need more ports? 

10 A. Yes. 

11 Q, Now, In your work as an Access Verification Analyst, 

12 have you had an opportunity to take a look at circuit 

13 expense charges? 

14 A. Yes. 

15 Q, What do those represent to you, circuit eXpense ·-

16 charges? 

17 A. The facilities necessary for the traffic to flow. 

18 Q. You see circuit charges being invoiced to Sprint as 

19 part of your work? 

20 A. Yes. 

21 Q. Are circuit expenses directly related to the amount of 

22 minutes being invoiced? 

23 A. Yes. 

24 Q. So If there are more minutes of use, there will be 

25 more facflltles used? 
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1 A. Correct. -

2 Q. The provider of the facilities will charge more. Is 

3 that what happens? 

4 A. Yes. 

5 Q, And looklng at Page 1 of Exhibit A, what ls happen1'1g 

6 as we go down this report, from October 2009 to January 

7 2011, for minutes of use? 

8 A. As the minutes of use increase, so do the ports. 

9 MR. KNUDSON: I have nothing further, 

10 Miss Clouser. Thank you. 

11 THE COURT: Mr. Swier? 

12 MR. SWIER: Thank you. 

13 CROSS-EXAMINATION 

14 BY MR. SWIER: 

15 Q, Ms. Clouser, how are you this afternoon? 

16 A. Well. Thank you. 

17 Q. I apologize, the roles you've had at Sprint, since you 

18 started your employment there, were what again? 

19 A. I started out as an Access Auditor II. 

20 Q. An auditor? 

21 A. Yes. 

22 Q, Then you went to your present job? 

23 A. In 2005 I was a Financial Analyst II, 

24 Q. So the time you've been with Sprint, you've been a 

25 Financial Auditor and a Financial Analyst. Correct? 
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·correct. 
- ----

1 A. 

2 a. 
- -------- -- ----

DeSCr!be_fo_r_m_e whatYOu=r~r=a"1e=s~a=,=.~.=.~.=F"'i'Cna°'n°-c;clac;-1~=--~.~-=-=-=-i ~ 

3 Auditor and a Financial Analyst for Sprint. What did you 

4 do? 

5 A. As an Access Auditor II, I was just an hourly 

6 employee.!. I was working with facility accounts . 

. 7 Q, What are "facllity accounts"? 

8 A. It would be the monthly recurring charges. 

9 Q. Can you give me an example of that? 

10 A. Such as a customer's direct lines, the special access 

11 charges. 

12 Q. Anything else under those positions that you did? 

13 A. I did similar work auditing and processing, but I 

14 didn't wo~~ directly with customers for resolutions of 

~ 5 disp~tes. 

16 MR. SWIER: May I approach, Your Honor? 

17 THE COURT: You may. 

18 BY MR. SWIER: 

19 Q, Miss Clouser, I'm going to put Plaintiff's Exhibit F 

20 on the screen. Is that okay? 

21 A. Yes. 

22 Q. Just so I can understand, first of all, as an Auditor, 

23 as a Ffnanc!al Auditor and Financial Analyst, you are good 

24 with nu·mbers. We've already seen that. Right? 

25 A. Yes. 

1 Q, That's your job, Right? 

2 A. Uh-huh. 
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3 Q, In your position at Sprint, you are used to dealing 

4 with pretty big numbers. Aren't you? I'm looking at 

5 Exhibit F, a·rid we're talking numbers In the total MOU at 

6 the top·of 531,000. Is that right? 

7 A. Yes. 

8 Q, What do those MO Us represent? I'm sorry. 

9 A. Minutes of use. 

10 Q. Okay. And when you look at those minutes of use, 

11 those obviously turn into very sizable monetary amounts for 

12 swltched access fees. Don't they? 

13 A. Yes, depending on the rate. 

14 Q, Now, you haven't paid Native American Telecom any 

16 access fees for how long? Has !t been almost a year? 

16 A. We haven't paid them for~~ 

17 Q. I'm sony. What I'm asking you Is when is the last 

18 payment you provided to NAT for switched access charges? 

19 A. The last payment was for the January 2010 invoice, for 

20 what they invoiced as switched access. 

21 Q, So yotl -haven't paid a nickel to Native American 

22 Telecom for over a year. Have you? 

23 A. We can't be forced to pay for invalid charges. 

24 Q, You can answer my question, or we'll be here a while. 

25 You haven't paid NAT a nickel for their switched 
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1 access charges for over a year. Have you? 1 THE COURT: Overruled. You may go ahead and 

=2- A. we--=h-ave::not-=-remitted~payment-for-=-any~additional-= =2=answer. -- ------ -----------==-----_--_-_--_-_--___ -_-_--_-_-__ --~, 

3 invoices after that date. 3 BY MR. SWIER: 

4 Q. You have not paid NAT for over a year. Have you? 

5 A. Correct. 
6 Q. You bill your customers every month, 'is that right, 

7 Sprint's customers? 

8 MR. KNUDSON: Outside the scope of direct. 

9 Objection. 

10 THE COURT: Overruled. You can answer. 

11 BY MR. SWIER: 

12 Q, Does Sprint blll Its customers on a monthly basis, for 

13 the most part? 

14 A. I don't work in the Sprint billing departmerit. I'ni 

15 unsure how all the policies work. 

16 Q. You do know, based on your experience, I would 

17 presume, that Sprint still charges their customers access 

18 fees. Don't they? 

19 A. Yes. 

20 Q. In fact, the access fees that your customers have paid 

21 to you are the access fees generated by NAT's services. 

22 Aren't they? 

23 MR. KNUDSON: Objection. Foundation. 

24 THE COURT: Overruled. You may answer, if you 

25 know. 

1 A. I don't know for certain. 

2 BY MR. SWIER: 
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3 Q. Miss Clouser, does Sprint bill their customers for 

4 access fees, and then refuse to pay the local excharge 

5 carriers those fees? 

6 A. I don't know how the billing works. 

7 Q. In fact, what Sprint does is they bill their customers 

8 for those access fees, they refuse to pay the local 

9 exchange carriers, and Sprint puts that money In their 

10 pocket to make a profit. Don'tthey? 

11 MR. KNUDSON: Objection. Foundation. Outside 

4 Q, Sprint then does not pay those access fees to local 

5 exchange. c:arrlers, If they're disputed. Right? 

6 A. The charges are in dispute and are not being paid. 

7 MR. SWIER: Your Honor, I have been patient with 

8 three questions, and I haven't gotten an answer. 

9 THE COURT: I think she answered that time. 

10 BY MR. SWIER: 

11 Q. So let me get this straight. Sprint bills their 

12 customers. They collect the access fees. They refuse to 

13 give the access fees to the companies that provide the 

14 servi~es. You keep the access fees and make a profit. Is 

15 that right? Is that right? 

16 A. No. 

17 Q. Where does the money go? 

18 A. Those minutes of use are not subject to access. 

19 Q. Do you charge your customers for those access fees? 

20 A. I don't know the charges involved. 

21 Q. You charge them For those fees and keep them. Don't 

22 you? 

23 A. I do not know that. 

24 MR. KNUDSON: Objection. Asked and answered. 

25 THE COURT: Overruled. The answer will stand. 
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1 BY MR. SWIER: 

2 Q. Have you ever looked at Sprint's filings with the 

3 National Securities and Exchange Commission? 

4 A. No. 

5 Q. You are well aware, though, In working for Sprint for 

6 the years you have, Sprint is a multi-billion dollar 

7 company. Isn't It? 

8 A. Yes. 

9 Q. In fact, Sprint is one of the largest companies, 

10 telecommunications companies ln the world, Isn't It, in 

11 terms of revenue? 

12 the scope of direct. 12 A. I don't know that for certain. 

13 THE COURT: Overruled. You may answer. 13 Q, You guys do really well. Don't you? 

14 A. We're not refusing to pay. We're disputing invalid 14 MR. KNUDSON: Objection. Outside the scope of 

15 charges. 

16 BY MR. SWIER: 

17 Q. Miss Clouser, Sprint collects the access fees from 

18 their customers. Correct? 

19 A. Correct. 

20 Q. Sprint refuses to pay the access fees to the companies_ 

21 that provide those services. Don 1t they? 

22 A. Sprint is --

23 Q. Do they refuse to pay --

24 MR. KNUDSON: Objection. He's arguing with the 

25 witness. 

15 direct. 

16 THE COURT: Sustained. 

17 BY MR. SW!ER: 

18 Q. Miss Clouser, while you were a Financial Auditor and 

19 an Analyst, you obviously counted money coming in for 

20 customers ·who paid Sprint for services. Right? 

21 A. No. 

22 Q. Ever run a business before? 

23 A. No. 

24 Q. Do you have a business degree? 

25 A. No. 
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1 _ 9~---~~~t's you!_ ~~ck~r?~-~~~~-beln!_!~~llar with flna~_:_~s 1 

199 

that you drank all my lemonade, and you tell me that 

- 2 -o-fa_b_u-s1i1ess? Do yo-u have any background In thaft ___ ---- ----- =~r -1e-mcrncl-de-1s oi11i:W0rth-::a-pe-n-ily?-=-fS-tfi6ffaTi-lhiifljOu-::get~ .:_----_- -

3 A. No, 3 to tell me how much my lemonade is worth? 

4 Q. Let me ask you this: Do you have any chrldren? 4 MR. KNUDSON: Objection. Argumentative. 

THE COURT: Sustained. 5 MR. KNUDSON: Objection, Outside the scope of 5 

6 direct. ·6 BY MR. SWIER: 

7 THE COURT: Sustained. 

8 BY MR. SWIER: 

9 Q. Did you ever run a lemonade stand when you were a kid? 

10 A. Actually, no, 

11 MR. KNUDSON: Objection. 

12 THE COURT: The objection ls overruled. The 

13 answer wlll stand. 

14 BY MR. SWIER: 

16 Q. Let's say I ran a lemonade stand, and you came to me 

16 and I gave you lemonade, and I charged you five cents for 

17 that lemonade. Okay? 

18 A. Okay. 

19 Q, You took my lemonade and drank It. You drank it all 

20 empty. No more lemonade left. I said, "Ms. Clouser, I'm 

21 

22 

23 
24 

25 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
18 

19 

20 

21 

22 
23 
24 

25 

glad you enjoyed my lemonade. Now please pay me my five 

cents for the lemonade." 

MR. KNUDSON: Objection. Argumentative. 

Speculation. Outside the scope of direct. 

THE COURT: Overruled. 
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BY MR. SWIER: 

Q. If you take my product and you use it and you drink 

It, and you don't pay me, do I get to stay in business very 

long? ' 
A. I'm not sure. 

Q. Does Sprint provide services? 

A. Yes. 

Q. Does Sprint get paid for their services? 

A. Yes. 

Q. Is Sprint making a profit on their services? 

A. I don't know. 

Q. But you do work, and you get paid. Right? 

A. Yes. 

Q. So if I give you lemonade, and you drink It, then 

isn't it fair that l get my five cents for what I provlded 

you? 

A. If we were in agreement with the lemonade, yes. 

Q. Wouldn't you pay me for the lemonade? You'd pay me 

for the lemonade, wouldn't you? 

MR. KNUDSON: Objection. Asked and answered. 
' 

THE COURT: Overruled. You may answer. 

A. If we were :n agreement that the lemonade was worth 

five cents, I would pay you for that lemonade. 

BY MR. SWIER: 

Q. Well, who gets to determine that? What If you tell me 

7 Q. If I came and bought lemonade from you and drank your 

8 lemonade, would you expect me to pay you? 

9 A. It depends. 

10 Q, Well, would you give me your lemonade, lf you are In a 

11 for-profit business --

12 THE COURT: Mr. Swier, you've really made your 

13 point. 

14 MR. SWIER: I don't think I have any questions 

15 left, Your Honor. Thank you. 

16 THE COURT: Mr. Knudson, anything further? 

17 MR. SWIER: Oh, I'm sorry, can I ask one more 

18 question? 

19 THE COURT: Sure. 

20 BY MR. SWIER: 

21 

~2 

23 
24 

26 

1 

2 

3 

4 

5 

6 

7 

8 

9 
10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 
23 

24 

25 

Q, Miss G!?user, are you familiar with what an FCC tariff 

is? 

A. Yes. 

Q, Are you aware that on November 30 of 2010 the FCC 

approved Native American Telecom's new tariff? 

200 

MR. KNUDSON: Objection. Calls for a legal 

conclusion. 

THE COURT: Overruled. You may answer. 

A. '(es. 

·MR. SWIER: May I approach, Your Honor? 

THE COURT: You may. 

BY MR. SWIER: 

Q. I'm showing you what's been marked as Defendant's 

Exhibit 30. Have you ever seen that document before? 

MR. KNUDSON: Objection. I have not seen this 

document either. 

(Mr. Swier handed Mr. Knudson a document) 

MR. KNUDSON: Well, and he's throwing it at me. 

Your Honor, this conduct Is unprofesslonal. An admonition, 

please. 

THE COURT: Let's just all act like adults. 

Mr. Swler, you may continue. 

MR. SWIER: Thank you, 

BY MR. SWIER: 

Q, Are you famlllar with that access tariff? 

A. No, I have not seen this before. 

Q, Are those the type of tariffs that Sprint looks at 

when they decide to pay access fees? 

A. Yes. 

Q. So those are standard in the industry? 
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1 A. Yes. 
-=-2----Q,--=Are=-y.ou~famlllar_wftb=-that, __ wltb.llle_~term~i_gh:-YQll,lme- - ----

3 access tariff'? 

4 A. Not really familiar, no. 

5 Q. Are you familiar with the highavolume access tari~ in 

6 that particular exhibit? 

7 A. No, because I was not aware of this tariff. 

8 Q, But you still had instructions not to pay NAT for 

9 their services. Correct? 

10 A. Correct. 

11 MR. SWIER: Your Honor, I offer Exhibit 30, 

12 please. 

13 THE COURT: Any objection? 

14 MR. KNUDSON: Seeings it's a public record, ·no 

15 objection. 

16 THE COURT: Exhlbit 30 is received. 

17 MR. SWIER: Thank you. Your Honor, I also have a 

18 question. I don't think I offered Exhibit 29 with 

19 Mr. Lengkeek. Could I offer that exhibit at this time? 

20 That1s the one that shows the jobs. 

21 THE COURT: Any objection to Exhi~it 297 

22 

23 

24 

MR. KNUDSON: No objection. 

THE COURT: 29 is received. 

MR. SWIER: Thank you. I have no further 

25 questions. 

1 

2 

3 
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THE COURT: Mr. Knudson? Anything further? 

MR. KNUDSON: Nothing further. 

THE COURT: You can be excused then. Thank .you. 

4 (Witness excused) ' 

6 THE COURT: You may call your next witness. 

6 MR. KNUDSON: We have no further witnesses. I 

7 would only advise the Court of the Affidavit of Randy D. 

8 Farrar which we filed in October, responding to some 
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1 attention to, if there are any. 

-2--- ------MR.-SV{IER:- -Your-Honor.-I-thlnk--just-as-a-whole, __ __ 

3 we would ask the Court to take notice of those. In 

4 particular, the high-volume access tariff that I believe 

5 was markE!d as Exhibit 30. That's also been made a part of 

· 6 our docket flUngs here. 

7 I also believe the FCC's new Notice of Proposed 

8 Rulemaking has also been filed with the Court. 

9 THE COURT: It has. All right. Let's take a 

10 15-mlnute break, and come back and do argument. 

11 MR. SWIER: That1s fine. 

12 MR. KNUDSON: I'm all for taking a break, Your 

13 Honor. I am also mindful of the time. I believe 

14 Mr. Lerigkeek went much longer than was represented on 

15 direct. I1d like to be able to leave today. Can we at 

16 least break by 5:00? 

17 THE COURT; Yes. We'll take a 15-mlnute break. 

18 But then, Mr. Swier, how much time are you going tb use for 

19 your first part of your argument? 

20 MR. SWIER: Twenty minutes tops. 

21 THE COURT: Okay. Then 20 minutes for you? That 

22 should _get us out by 4:00 then. We'll give Mr. Swier a 5-

23 or 10-minute rebuttal. We'll be In recess. 

24 
25 

(Recess at 2:48 until 3:05) 

THE COURT: Mr. Swier? 

204 

1 MR. SWIER: Thank you, Your Honor. Your Honor, 

2 may It please the Court and counsel. 

3 We've.(leard a lot of facts today about this matter . 

. 4 This r-e~lly comes down to a very technical and very 

5 Important legal issue. 

6 Native American Telecom has requested two Items In 

7 Their Preliminary Injunction Motion. First, that all back 

8 payments, via the switched access service fees, be paid to 

9 allegations that Mr. Swier was insinuating when he had 9 Native American Telecom for the services that NAT provided 

under their tariff. 10 Mr. Reiman on the stand, as well, and addressed directly 10 

11 what he was attempting to elicit in his cross-examination. 11 

12 THE COURT: Do you know the docket number on that 12 
13 Affidavit? 13 

14 MR. KNUDSON: Yes, I do. Your Honor, It's Docket 14 

15 61-3. 15 

16 THE COURT: Any objection to the Court 16 

17 considering that, Mr. Swier? 17 

18 MR. SWIER: No, Your Honor. In addition to that, 18 

19 I believe the Court could also take judicial notice of all 19 

20 the exhibits provided by both parties on both preliminf!ry 20 

21 injunction motions. I believe those are already In the 21 

22 record, and I would just ask the Court to take notice of 22 

23 those. 23 

24 THE COURT: I will. It helps if you can point 24 

The s~cond item we're asking under our Preliminary 

Injun~tion Is that Sprint be enjoined from withholding any 

current" or future switched access payments under NAT's new 

hlgh~volume access tariff that went into play November 30 

of 2010. 

So, Your Honor, this case, of course we have to 

examine the Dataphase factors. The first prong of the 

Dataphase factor --

THE COURT: Actually before that, don't we need 

to de~ermlne if the Court can even give injunctive relief? 

MR. SWIER: Yes, Your Honor. If you would like 

me to address that first. 

THE COURT: I would. 

MR. SWIER: I know in its Brief, Sprint has cited 

25 out speclfically which ones you want me to give closer 25 two primary cases saying the Court can't grant Injunctive 
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1 _ relief, ___ be~~l:JS~ _th_I~ !~- ~ _d~-~~[e_~ o~ -~ney request. The__ _ 1 when they don't even discuss Grupo? 

--2fi~St caSethat•s relied- on-IJYSprlnt Is the-united-states --- --- 2--=------=-----t~n~:--SW-1E-Ff:__:fth1~1fp6ssrolY;witti"tne·r~~fii~in--=-~=-=---

3 Supreme Court case, in Grupo Mexicano, I think is how It's 

4 pronounced. Here ls why this case' ls easily 

5 dlstlnguishable from Grupo Mexicano. 

6 Number one. The Grupo case was a creditor preference 

7 case. We're not deaHng with a creditor preference here. 

8 Number two, the movant In that case, the movant for 

9 the injunctive relief, was looking for a Restraining Order 

10 that precluded an asset transfer because of the creditor 

11 preference they thought was going on. So that case sought 

12 · a freezing of assets. There were no arguments In that case 

13 regarding anything simflar to the Dataphase factors. 

14 THE COURT: A freezing of assets In· that case 

15 would have left the parties at the status quo, so that by 

16 the time a judgment was entered, money would be ava!lable, 

17 if, in fact, the Plalntlff won. 

18 The relief you are requesting here rs even more than 

19 freezing the status quo. You are asking for an affirmative 

20 change in the position of the parties to affirmatively 

21 order Sprint to pay before a judgment Is entered on the 

22 merits of the case. 

23 So Isn't the relief you are requesting even greater 

24 than what was requested in Grupo? 

25 MR. SWIER: I think in this case, as In Grupo, 
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1 the issue was the status quo, and In this case the status 

2 quo cannot be maintained without payment being made to NAT. 

3 Because if payment ls not made to NAT, then NAT, as the 

4 testimony indicated, is likely to either flle bankruptcy qr 

5 likely to go out of business. 

6 THE COURT: But fn Grupo, the Issue of whether 

7 the money was owed or not was not even really contested, 

8 unlike here there is a question that Sprint has raised as 

9 to whether they even owe the money. They're not admittlng 

10 they owe the money. In Grupo that wasn't even a question. 

11 The Supreme Court found that entering a preliminary 

12 injunction was beyond the Court's power. 

13 MR. SWIER: Your Honor, of course we have cited, 

14 in our favor, the Newllfe vs. Express Scripts case. That's 

15 a 2007 --

16 THE COURT: From a District Court. 

17 MR. SWIER: -- from a District Court in 

18 Pennsylvanra. 

19 THE COURT: That's not binding on this Court. 

20 MR. SWIER: Correct. It's slmply used as a 

21 factually analogous case. In the NewLlfe case --

22 THE COURT: They didn't even discuss Grupo. 

23 MR. SWIER: They didn't discuss Grupo. That 

24 wasn't brought up. But the fact Is that Grupo --

26 THE COURT; So you think that's binding on me 

3 that case, in order to maintain the status quo, which in 

4 that case It's the same here. NewLlfe was just going to go 

5 out of busJn.ess if they did not receive their payment. 

. 6 THE COURT: I understand the facts of that case. 

7 Let's go back to Grupo for a minute, 

8 One of the things that Grupo made clear was that the 

9 Court has to look at whether the rellef you're requesting 

10 is something that traditionally the Court could grant. 

11 I look at your Counterclaim. First, you have a clalm 

12 for breach of contract, which is basically a damages claim. 

13 Woul~.~·t you agree on a breach of contract claim, the 

~4 Court hlstorlcally has not used equitable powers? 

15 MR. SWIER: I think to a certain point that's 

16 right, Your Honor. However, when you look at the 

17 circumstances in this case, plus in our Answer we did 

18 allege various equitable defenses. We alleged unclean 

19 hands. We alleged other equitable affirmative defenses. 

20 THE COURT: But do you think that If you have a 

21 claim at la~, like breach of contract, that an equltable 

22 defen.se then is a defense to a legal claim? 

23 · MR. SWIER: I think In this case, Your Honor, 

24 equity ls meant to maintain the status quo. I understand 

26 where the Court Is going. So this means that If you are 
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1 going to read Grupo in that way, that any company can 

2 simply cut off the oxygen of any other company, and that's 

3 entirely permlsslble. I don't think Grupo Is Intended to 

4 be read th~1: broadly. I think It was very fact specific. 

5 so·1 think with the claims that are brought, when you 

6 look at maintaining the status quo, the only way we can 

7 maintain the status quo here is for NAT to receive payment. 

8 There's no other way. 

9 As the other cases have Indicated, If we receive 

10 payment four, five, six months down the line, that doesn't 

11 do NAT any good. They are either going to close their 

12 doors, or th·ey're going to file bankruptcy. We have 

13 provided the concrete evidence for the Court to make that 

14 determination. So I think that ~~ 

15 THE COURT: How Is the remedy you are seeking 

16 anything dtfferent than like prejudgment attachment? 

17 MR. SWIER: Your Honor, In most circumstances, of 

18 course, prejudgment attachment Is not proper, But, again, 

19 when you look at the facts here, equity Is Intended to not 

20 let th ls type of thing happen. It's within the Court's 

21 discretion, I believe, even with Grupo, because I think 

22 that's a llmJted decision. I think even with Grupo, this 

23 Court still has the ability under the affirmative defenses 

24 and under the damages claim to maintain the status quo. 

25 If these payments are not made for one or two or three 
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1 months until this case comes to a final resolution, the 1 Again, this company Is ln such dire circumstances. 
~---------
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3 surviving and stlll has their doors open, which no longer 3 agalnst a company that rs a multi-billion dollar company. 
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will. I think that's very clear, 

So I think that Grupo can be dlst!nguls~ed, because 

we're dealing with an entirely different factual situatlbn. 

The Court1s equitable powers would allow this to be done. 

The Court, of course, can also impose under Rule 65 a bond. 

The fact is if these payments are not made --

THE COURT: If I Impose a bond under Rule 65, 

generally it has to be in an amount so that the party can 

be made whole that I've ruled against. So If I rule 

against Sprint here and order them to pay, and let1s say 

the amount I order them to pay is the $500,000 mentioned 

earlier today, you would have to post a bond In that 

amount, plus the interest that would accrue during the tlme 

period this case was pending on appeal. 

How does your client have the wherewithal to pay that 

bond? 

MR. SWIER: What we would do, Your Honor, what's 

done in most of these cases. We would have to find a 

bonding company who would be willing to have us p1.:1t up 

whatever percentage of the bond they would require to do 

that. I think the financial wherewithal is probably such 

that we could post potentially a 10 percent bond with a 

210 
bonding company. 

THE COURT: One of the representations made is 

that your client is on the verge of bankruptcy. I know 

from getting bonds for clients of mine In the past, that 

you have to have the wherewithal to pay back the amount In 

the event the bonding company pays the bond. So I don't 

know how your client would be able to, since you 

represented they are on the verge of bankruptcy, would be 

able to come up with the collateral that would be necessary 

for the bonding company. 

MR. SWIER: Your Honor, I think that's a decision 

they wouh;i have to make. The fact of the iTiatter ls \hat 

with the bond, I still think that would be a commercial 

decision. If we could get a bonding company who could 

require whatever amount they could require, and NAT could 

at !east come up with a 10 percent bond, that would at 

least allow them for the next couple months to keep their 

doors open and to keep providing the services that need ta 

be provided. 

The Court also has the discretion to say, simply ~ased 

on the party's financial status, after a factual finding, 

you can find that they can't afford a bond. Therefore, 

based on your factual findings, you don't think a bond is 

appropriate in this case. You could do that. That's 

within your power to do that. 

4 THE COURT: Mr. Swier, going back to the merits 

5 of whether .the Court even has the power to do this. I 

. 6 looked .at the claims you have. 

7 First, you have the breach of contract. Then you have 

8 breach of an implied contract. Both of those are just 

9 seeking standard damages or a standard collect[on action. 

10 The third claim you have seeks relief based on a 
11 theory of quantum meruit, which would be an equitable 

12 dalm. 

13 The q1,.1~stion I have is in a similar case to yours, 

14 back Jn June of 2009, Sancom vs. Qwest, this Court 

16 dismissed the quantum meruit claim, finding that it was 

16 barred by the flied rate doctrine. 

17 So is there any reason why I would do anything 

18 different here with regard to that equitable claim you do 

19 have? 

20 MR. SWIER: I think there would be, Your Honor. 

21 There wa~ a new case that came down just a few weeks ago. 

~2 It was the All American case from the FCC. In that case 

23 the FCC found In that case that you could not bring clalms 

24 under the Federal Communications Act, I believe it was 

25 Section 201 and 203, if found that, Indeed, these type of 
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1 switched access service litigations, you could not bring 

2 those type of claims under the Federal Communications Act. 

3 What .the case said is you have to bring a normal 

4 comn:ion law action, which could be breach of contract, which 

6 could be implied contract. Which in this case, after that 

6 new decision, means I can now bring an unjust enrichment or 

7 quantum meruit equitable claim. I think that All American 

8 case changed the entire landscape of the cause of action 

9 that need to be brought validly in these switched access 

10 cases. 

11 THE COURT: So let's say you have a valid quantum 

12 meruit clalrTI. How would I determine the dollar amount that 

13 would be paid? Quantum merult assumes there's no contract 

14 between the parties. There's no contract. There's no 

15 implied contract. The Court just has to determine what the 

16 value of the services was. 

17 So how could I fashion a remedy ordering Sprint to pay 

18 a reasonable amount at this point In the lltlgatlon? 

19 MR. SWIER: I think you can do it in one of two 

20 ways. Nuinber one, it's In the record that Sprint owes from 

21 the vecy first tariff up to today almost $600,000. 
22 THE COURT: But that's based on the tariff rate. 

23 MR. SW[ER: It is, but --

24 THE COURT: The quantum meruit assumes the tariff 

26 rate Is not valid. 
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MR. SWIER: -~~_t_ I thl_n~, '!'o~!- ~-~no!~ what you can 

do Is you can use that tariff rate as a benchmark, and say 

for a short period of time for this preliminary Injunction, 

that is the amount that I wlll use as a benchmark, because 

the FCC hasn't struck down -- In fact, the FCC said the 

tariffs are fine. 

THE COURT: But wouldn't it be fair for the Court 

8 to assume that even you don't think that tariff rate Is 

9 correct since you have now filed a ne~ tariff? 

10 MR. SWIER: No, I don't think at all. I think In 
11 that case what NAT has done is exactly what the FCC has 

12 said !n their new NPRM. That NPRM, as you know, was an 

13 

14 

15 

16 
17 

18 

19 

20 

21 

22 

23 

24 

incredibly historic document, and Jt just happened to come 

out about less than a month ago. 

What that document says specifically Is that access 

stimulation, which Is what they called it, access 

stimulation is both legal and compensable, which we've 

argued from the beginning. So I think that will be clear 

that this type of traffic is legal and compensable. That 

issue I think is off the table now. 

Then what they said is, okay, If you were Involved In 

access stimulation or conferencing service, like my cll~nts 

are. We don't hide that. That's what we're Involved in. 

We're with a free conferencing company, What you do Is you 

25 don't just say they don't get paid. 
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What the FCC has said is that that is compensable 

traffic. How we're going to compensate for that traffic Is 

to have a high-volume access tariff, which is exactly, just 

a couple months before the FCC1s NPRM came out, is ~hat we· 

did. So we were actually a couple months ahead of the 

FCC's NPRM, which says as of right now, we think the 

high-volume access tariff is the way to go·, which Is 

exactly what we did. We were two steps ahead of the FCC. 

So I think what the Court could do, if you look at the 

past tariffs before the high-volume was filed In November, 

you could say, "You know what? I think that amount is in 

dispute, and we need a little bit more clarlfication from 

the FCC." 

But now, with the high-volume access tariff, we have 

done exactly what the FCC has sa!d you need to do. 

THE COURT: How does that affect -- if I applied 

that rate, what impact does it have on your damages? 

MR. SWIER: It has an Impact on the damages that 

I thin~ if the number Mr. Cestero said, was that if you 

take the money that Sprint owes from the time the 

1 
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and all the large carriers fought like heck, as the record 

rTeflects, to try to g€ffnat-rn9n-v01Urrie access-tar~------------1--

3 deemed Illegal. The issues were briefed voluminously by 

4 the parties. 

5 The F~~ said that is a lawful tariff, and we reject 

. 6 Sprint and Verizon and the other big companies' arguments 

7 that It's not. That tariff has been deemed lawful. 

8 Then a month and a half later --

9 THE COURT: It wasn't really deemed lawful, 

10 though, was lt? They decided that at that point it should 

11 not automatically be rejected. 

12 
13 

14 
15 

16 

17 

18 

19 
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24 

MR. SWIER: But when you go through the 15-day 

notice pro:7ss1 like that tariff did, Your Honor, once that 

15-d(!y notice period goes by, and the FCC does not reject 

the tariff, that is deemed lawful. That's in our Brief. 

Because in the NPRM, the FCC clarlfled what "deemed lawful" 

Is. If you look at that "deemed lawful" language in the 

Brief, that Is a deemed lawful tariff. 

Now, the large companies can still sue us through the 

FCC process, and we'd go through the entire litigation 

there. But as of right now, that high-volume access tariff 

is deemed 1awful. 

The FCC now has says, "Yeah, that's how you should do 

it. If you're going to crank up the minutes, then the rate 

26 should come down." That's exactly what NAT did here. 

216 

1 So we think If you would take what is owed under the 

2 high-volume access tariff for the next couple months, and 

3 you would say, "Okay, Sprint, you owe $120,000 to NAT." I 

4 mean it's C1ear under that tariff that that's a val!d 

5 tariff. Then what you can do Is you can say, "Okay, from 

6 this time unt!I we have the ultlmate trial on the merits, 

7 Sprint, you have to pay that money under the high-volume 

8 access tariff untll we have a final resolution." 

9 That allows the Court to provide the equitable relief 

10 to keep NAT open. It's easy to determine, because you are 

11 under a tariff that the FCC has deemed lawful. It sets out 

12 speciflcally what the rate of compensation would be based 

13 on the minutes. The higher the minutes go, the more the 

14 compensation comes down. It's to Sprint's advantage. If 

16 there's a bunch of access sttmulation, the more minutes 

16 their customers use, the lower their rate they have to pay 

17 NAT goes. 

18 So from a financial standpoint, it's an advantage for 

19 

20 

21 

22 

high-volume access tariff was fifed until as of right noW; 21 

they owe NAT approximately $120,000 under that high-volume 22 

them, because they don't have to pay that higher rural 

tariff fee. Once you hit a certain number of minutes, It 

takes a. big drop. 

That's exactly what the FCC has said is the way to do 

23 

24 

25 

access tariff. Let's just leave the other money to the 

side a minute. We can fight about that later. 

But that high-volume access tariff, number one, Sprint 

23 this. That's why the timing of that document is so ironic. 

24 Not only did we file the tariff November 30, but then on 

26 February 9 the FCC says, "That's exactly what we think 
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1 we're going to do here to figure out this access 

====~l=2=sflmU/iltlon-proolem:w- ---- -- -

3 So I think, Your Honor, it's very easy. You take that 

4 high-volume access tariff rate. That's what you apply 

S until the FCC comes out with their final rules here 

6 probably In the next three or four months, 8nd it keeps 

7 NArs doors open. It's the only way those doors wlll be 

8 kept open. 

9 THE COURT: So the remedy you are seeking is one 

10 that's equltable in nature. 

11 MR. SWIER: Yes. 

12 THE COURT: One of the Issues a Court would 

13 generally have to look at, before granting an equitable 

14 Issue, is whether the party seeking relief ha's unclean, 

15 hands. 

16 MR. SWIER: Yes. 

17 THE COURT: One of the things I look at here is 

18 the fact that, as I Indicated before1 in June of 2009 I 

19 issued an opinion in Sancom vs. Qwest, and in that case the 

20 small telephone exchanges were suing the large telephone 
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1 and we won't pay you a dime. 11 

2------=-=But-the-fact-=-ls,-=-when=-you-loo~at-=-these=revenues;-=-as---

3 soon as the access stimulation and conference calling 

4 started, NAT was getting paid by the carriers hundreds of 

5 thousands~ of dollars. 

6 THE COURT: But that's the exact same evidence 

7 that wcis in those other cases. It was only when the 

8 revenues got above a certain point, that the large 

9 telephone companies Identified that it was from this type 

10 of revenue generator. That was already fn the opinion I 

11 issued earlier. 

12 MR, SWIER: But in that case, Your Honor, the 

13 parties we!e not asking for Immediate prellmfnary 

14 injun~tion. Sancom and those parties were not going to 

15 file barikruptcy. They weren't going to close their doors, 

16 because they had the financial wherewithal to withstand 

17 this. 

18 THE COURT: !3ut my point is, that information was 

19 already out In the public before NAT was even formed. So 

20 can NAT use that as a basis to get injunctive relief, the 

21 companies, because the large telephone companies were 21 

22 denying payment on the access charges. Same lssu~ ~e have 22 

fact they didn't put together a business model that gave 

them the Wherewithal as a start-up company to weather the 

large telephone companies disputing these charges? 23 here. So there was already notice in June of 2009 that the 23 

24 big telephone companies were disputing and not paying those 24 

26 access charges. 25 

MR. SWIER: I think In that case, though, when 

you look at the facts and the fact they were paid -- if we 
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NAT was set up a~er June of 2009, basically using the 

same model for billing. Now they are arguing they are in 

financial trouble, because the big telephone companies are 

refusing to pay those access charges. 

I guess my question is, doesn1t that put them on 

alert, the fact I already issued an opinion in June of 2009 

that was a published opinlon, and I know there were 15 to 

20 of these cases going on in South Dakota at that same 

time period. So NAT was already on notice, before they 

even set up this business model, that the large telephone 

companies would dispute and may not pay these access 

12 charges. 

13 So is it fair that NAT proceeds forward1 knowing ft 
14 may be disputed and they'll need deep financial pockets to 

15 survive this and fight this battle with the phone 

16 companies, and their argument for injunctive relief now is 

17 we may go bankrupt if we don't get injunctive rellef. Do 

18 they really have clean hands? 

19 MR. SWIER: I think they do, and here Is why I 

20 think it's different. If you look, and I put a chart up 

21 that showed the switched access revenues' history. 

22 If when NAT was formed in August of 2009, those 

23 switched access payments would have been zero across the 

24 board, then it's a different story. Then I think NAT ls on 

25 notice that, "We don't agree with what you guys are doing, 
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looked at business models and said, "You cannot go into any 

type of business if there's any type of regulatory or 

litigation questions." Then we wouldn't have any 

businesses. 

They have a business model that the FCC has now said, 

"That is compensable. It should have been compensable from 

the beginning." 

If the FCC comes out and says, "You know what? This 

stuff, access stimulation, Is not compensable." Then I 

have an extremely difficult, if not impossible, argument to 

make. But the fact Is, as Sprint unilaterally just said, 

12 "We're not going to pay." 

13 No.w the FCC has come out and said, "No, It Js 

14 compensable. We're going to have a high-volume access 

15 tariff. That's how it looks like we're going to do this." 

16 That has been part of NAT's business model. The FCC I 

17 just think has shown, "Yeah, that is a valid model. If you 

18 are going to have a high-volume access tariff, if you're 

19 going to have access stimulation, this is how It should be 

20 compensated, 11 

21 So.I think when you look at unclean hands, the FCC has 

22 said, "You haven't done anything wrong. You've actually 

23 done exactly what we're saying. If you are going to have 

24 access stimulatlon, then the rate has to come down." 

26 How can it be unclean hands If we've done what the FCC 
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1 Is no_~ S_C!Yi_11g _l~_~ow_y9lJ_ s_h~!JJP do _i~? At least from the 

time --2 

3 

4 

5 

THE COURT: The part I'm concerned about rs that 

NAT should have been on· notice that they needed to have a 

substantial amount of money to invest Into this business to 

6 weather this time period where there was issues and doubt. 

7 MR. SWIER: Your Honor, of course as the Cotirt 

8 knows, there are some companies who simply, for whatever 

9 reason, can't raise that type of capital. They tried. 

10 They got loans. They did what they could. The fact of the 

11 matter is, It's been months and months and months. Even 

12 after the FCC says, "Yeah, NAT, you're doing things rlght,i' 

13 we still don't get paid. 

14 If we would get paid under the hlgh-volu_me access 

16 tariff until this case is concluded, we could sulilive and' 

16 we'd be fine, and the chips would fall where they may In 

17 front of a jury. That's why all the traffic previously, 

18 llke I said, put that In a separate pot. 

19 But all we're asking for rs to recognize that what we 

20 did with the high-volume access tariff was correct, and we 

21 should be paid for that, because our hands are totally 

22 clean, because we did everything right. NAT did what the 

23 FCC said we were supposed to do. If we get those payments 

24 from here until the end of the case, we1re fine. We 

25 deflnltely have clean hands at that point. We've done 
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1 exactly what we're supposed to do. 

2 THE COURT: All right, I think we1ve used up 

3 your time. 

4 MR. SWIER: I didn't get to what I was going to, 

5 but that's fine. Thank you. 1 

6 THE COURT: Mr. Knudson? 

7 MR. KNUDSON: Yes, Your Honor. 

8 THE COURT: Mr. Knudson, why don't I start out 

9 with my concern on your case. In the Supreme Court Opinion 

10 of Doran vs. Salem Inn, Inc., the Supreme Court recognized 

11 that If a party would suffer a substantial Joss of 

12 business, and perhaps even bankruptcy, that that may be 

13 sufficient to shoW the harm they would experlence, and. that 

14 preliminary Injunction would be proper. 

15 MR. KNUDSON: ! d0!"! 1t th!!"!k that was the !ssue !!1 

16 front of the Court. What you are referring to, I would 

17 regard as sort of a preparatory background on injunctive 

18 relief, but not necessarily to the decision of the Court. 

19 I submit what you saw in Doran, which was a case about nude 

20 dancing and whether a city could ban It or under conditions 

21 cou!d restrict It, did not involve the precise issue as to . 

22 whether or not Injunctive relief could Issue to 

23 circumstances like this, help parties resolve a private 

24 dispute where no constitutional issues are at stake, which 

25 is really what ls going on in Doran. It's a First 
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1 Amendment case. 
- - ---- -- -- - -- -- -

2 So the interest there, protecting the party who wants 

3 the expressive conduct to keep on going, is perhaps 

4 analyzed differently than If you've got a private dispute, 

6 such as we have here. In any case, I think that language 

6 In that opinion Is not dlsposltlve to the Court's decision 

· 7 In Doran. It was looking to whether or not the First 

8 Amendment would protect the bar owner who wanted to provide 

9 this topless dancing or nude dancing, I don't think It's 

10 controlHng in any way in this case. 

11 Certainly Grupo Mexicano, another Supreme Court case, 

12 decided substantially later, and I think that sets the rule 

13 that governs this particular dispute. I think the Court 

14 was rlght on the mark with what the relief rs being 

16 reques~ed by NAT with its Motion for a Preliminary 

16 Injunction. It Is seeking to obtain, through a preliminary 

17 Injunction, that which it might secure, If it prevails, at 

18 the end of the day. 

19 The Tekstar decision, which we cite in our Brief, 

20 that's from Judge Erickson In the District of Minnesota, 

21 was analogOus In this respect. Again, lt Involved a 

22 dispute be~een a traffic pumper and a long-distance· 

23 carrier. The case Is being referred to the FCC. 

24 Tekstar Is moving for a bond to require the 

26 long-distance carrier, I believe it was Qwest, to pay In to 
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1 the Court $17 mlllion, which is what Tekstar said would be 

2 Its damages during the pendency of the FCC referral. 

3 Judge Erickson looked at Grupo Mexicano, and said 

4 that's the ~~me rule that pertains ln Tekstar. It's 

. 6 injunctive relief, prior to judgment, that's not supported 

6 by Grupo Mexicano. In fact, it's precluded by the Court's 

7 decision in that case, 

8 THE COURT: But Jn Grupo the Court recognized the 

9 difference between equitable rellef and relief at law. 

10 In this case NAT does have the request for relief 

11 under quantum merult, which would be an equ!table claim. 

12 Why, If they have an equltable claim, wouldn't the Court be 

13 able to grant the preliminary Injunction? 

14 MR. KNUDSON: Well, I think It's because the 

16 nature of the relief requested under quantum merurt Is a 

16 proxy for remedy at law. It's a situation where the Court 

17 stepped In to try to help out the party who failed to 

18 perfect the creation of a legal contract, and it provided 

19 something of value. The measure of damages again is in 

20 money. Therefore, the quantum meruit claim, even if it 

21 sounds In e(iuity, Is not the basis for granting prellmlnary 

22 Injunctive relief, awarding money damages before judgment. 

23 Quantum merult also presupposes that there was value 

24 provided, and of course Sprint rs contesting there was any 

26 value provided here. That It's being billed for 
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1 termlnatlng access charges that are not permitted under the 

3 value by which you measure. 

4 I hear that you use the benchmark of a tariff. The 

6 tariff they are purporting to charge is, per se, 

6 unreasonable. The rates, If enforced, would allow them to 

7 recover enormous rates of return, far beyond anything· 

8 that's allowed under a tariff regime. So even under their 

9 high-volume access tariff, they are seeking rates that are 

10 far and above what the FCC would permit fol!owtng the end 

11 of its Notice of Proposed Rulemaklng. 

12 THE COURT: But the FCC did refuse to strike down 

13 their tariff at th!s point. Correct? 

14 MR. KNUDSON: Are we talking about NAT's tariff? 

16 THE COURT: NAT's Tariff No. 2. 

16 MR. KNUDSON: Well, the Commission has recognized 

17 that the deemed lawful regime, which Is the accelerated 

18 review, so that a tariff that's going to raise rates has to 

19 be reviewed. It goes Into force or can be enforced after 

20 15 days, if the Commission has not suspended the tariff. 

21 The Commission did not have the benefit of the 

22 discovery we have presented to this Court, which is that 

23 Free Conferencing Corporation is siphoning 75 percent.of 
' 24 the revenue off the top. I think that may have changed the 

26 Commission's analysis of whether this tariff should have 
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1 been suspended pending a ruling on Its lawfulness. 

2 I think the Commission itself recognizes the flaw in 

3 the deemed lawful regime and addresses that in its own 

4 proposed rulemaking, which is why It's trying to address 

5 this problem created by traffic stimulation, which the 

6 Commission says contravenes public policy because it 
7 distorts Investment in telecommunications resources, 

8 Imposes the cost of traffic stimulation on other customers 

9 of this public telephone network. 

10 THE COURT: It's pretty clear to me In the cases 

11 I've read that the FCC has handed down that they1re going 

12 to find that Sprint owes NAT something. 

13 MR. KNUDSON: I don't think so, Your Honor. Take 

14 a look at Farmers. Farmers Is a situation where they 

15 looked at a traffic stimulation scheme llke we see here --

16 THE COURT: I think the footnote In Farmers makes 

17 it clear that NAT Is going to end up with something. 

18 MR. KNUDSON: If it ends up with something, It 

19 will be so de minimis, compared to what they are seeking, 

20 that the end result would be the same. This business plan 

21 doesn't work unless they can make unreasonable rates of 

22 return. 

23 Farmers says that you cannot posture a situation or 

24 create a situation where the subscriber, that's FCC, Free 

25 Conferencing Corporation, under their definition, rs paid 
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1 by the local carrier. The whole idea of allowing higher 

3 that you have the regular customer relationship, and that 

4 you can get higher costs out of the longRd!stance carriers 

6 to cover the higher cost of operating that rural system. 

6 Now you have some scheme that comes in here, plants a 

7 piece of equipment that connects callers from all over the 

8 countrY or all over the world with an Idea that they can 

9 take advantage of what they call switched access charges 

10 for terminating traffic, and take advantage of the higher 

11 rate allowed by the Commission because of the high cost of 

12 operation, when, in fact, it's not a high cost of operation 

13 to generate 12. million minutes of use, and seek to recoup 

14 hundred of thousands of dollars of revenue for an 

16 lnvestmerii:"on NAT's books of just over $2.00,000. That's an 

1& obscene rate of return, and certainly would never pass 

17 regulatory mustard if the FCC had an opportunity to examine 

18 It. 

19 So the deemed lawful regime the FCC has recognized 

20 allows companies like Free Conferencing Corporation to 

21 arbitrage rates to try to take advantage of a system where 

22 they can file a tariff and hopefully slip through the radar 

23 screen and be able to charge and get paid these tariffs. 

24 But the Commission has now ruled in All American, that 

25 simply because the long-distance carriers have woken up and 
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1 are not paying, is not a violation of the Act. So it's not 

2 a violation of the Federal Communications Act. The 

3 Commission is very explicit about the remedies that NAT 

4 has. 

5 NAT can cut off Sprint. The testimony of Ms. Clouser 

· 6 shows in doing so, it would reduce the minutes of use 

1 attributable to Sprint, and could reduce the charges from 

8 South Dakota Network, because that's based out of portal 

9 use, and that's commensurate with the amount of minutes of 

10 use. 

11 The other option the Commission said in All American 

12 was that NAT could sue for breach of contract. A breach of 

13 contract ls.at law. I don't think All American, I don't 

14 think t~e Notice of Proposed Rulemaking changes your ruling 

15 on quantum meruit from a few years ago. 

16 The Commission is saylng sue under breach of contract, 

17 and if you've got a breach of contract case, Grupo Mexicano 

18 says you don't get pre-judgment injunctive relief. That's 

19 what Judge Erickson found in the Tekstar case. Therefore, 

20 their Motion at the threshold fails, because they don't 

21 have a !eg;;i_r right, or I should say a right in equity to 

22 injunctive relief. They failed to establish irreparable 

23 harm. 

24 I think you are on the mark with your analysis of they 

25 went Into this business, knowing full well that the 
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1 long-dis~~nce carrfe_rs W?_~ld wake up and oppose and ·refuse 

2 to pay these charges. Nonetheless, they go ahead and begin 

3 investing resources, as Defendant's Exhibit 27. This is 

4 invest money from WideVolce that's pouring ln to bulld out. 

5 But who is WideVoice? WideVolce is David Erickson. 

6 David Erickson Is an experienced telecom entrepreneur. He 

7 Is exploiting his regulatory arbitrage all over the 

8 country. He knows full well the risk of going in and 

9 creating another one of these schemes, ' 

10 Who Is Gene DeJordy? Gene DeJordy was active with 

11 Alltel. He knew very well where the long-distance carriers 

12 stood on this k!nd of business. 

13 So they walked in there with their eyes wide open. 

14 They hoped so they could take advantage of the Native 

15 American aspect of this case, that they could work through 

16 the Tribal Utility Authority, the Tribal Court, and seek to 

17 maintain their business operation, without ail examination 

18 and protection from a Federal Court, which fortunately we 

19 got. 

20 THE COURT: So Tariff No. 2 that was filed, don't 

21 you think that tariff meets the FCC's Interests, as they've 

22 set out in the Notice of Proposed Rulemaking? 

23 MR. SWIER: No, I don't. Here is why. First of 

24 all, it will allow for unreasonable charges, 

25 notwithstanding· the rates they purport to set In their .. 
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1 tariff. Even if you look at their tariff, and we can't 

2 quite figure out how they are doing it, because If you look 

3 at their tariff and their so-called high-volume access 

4 tariff, if you get over five million minutes of use, your 

6 rate drops down to 0.14 cents per minute. Your other rates 

6 are higher than that. 

7 But we're being billed or Invoiced at about five certs 

8 per minute right now, even after this tariff has been 

9 filed. We're finding that, even on the evidence that's 

10 coming to us, that this tariff Isn't being followed. 

11 So the question again --

12 THE COURT: Sorry. How many minutes are they at 

13 now? 

14 MR. KNUDSON: Which? My argument or the minutes 

15 of use? 

16 THE COURT: The minutes of use. I don't have 

17 that exhibit right now. 

18 MR. SWIER: Plaintiff's Exhibit A, Page 1, 

19 they're up to 12 million. Again, that's all the carriers 

20 that they are invoicing. 

21 THE COURT: Not just Sprint. 

22 MR. KNUDSON: Sprint's, as you heard, was 922,000 

23 and change. Sprint is less than 10 percent of the business 

24 here. 

25 We talk about Irreparable harm. He who seeks equity 
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.1 must-d~ equity. Frankly, I think you've seen the situation 

---2--here-wneretne- peoPie w~O are irl cnar~re-Of-NAi-to-day-have--=-=---- 1 
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3 not been fair to their business partners. They are seeking 

4 Injunctive relief, They're seeking the equitable powers of 

6 this Court to protect them for their business practice. 

6 But you heard Mr. Lengkeek testify. Until I told him 

7 how much money NAT had earned in 2010, he didn't know that 

8 fact. They ~ave not produced any evidence that they are 

. 9 keeping the Tribal Board members Informed of the financlal 

10 status of NAT. 

11 Where Is Mr. Reiman? I wanted his deposition, and 

12 they benched him and put him out of town, 

13 MR. SWIER: Objection, Your Honor, That is not 

14 In the record, and that is not what happened, as the Court 

15 can see from the Protective Order filed. 

16 MR. KNUDSON: Where Is Mr. Reiman? He was here 

17 in October. He didn't disclose to the Court then he was no 

18 longer the President of NAT. You may recall we went Jnto a 

19 sealed session to hear how much money he invested in the 

20 business. I refer the Court to the sealed portion of the 

21 transcript at Page 3, Lines 5 through 14. You can see what 

22 his answer was, how much money he said he put Into the 

23 business. 

24 If you look at the Balance Sheet that's part of 

26 Exhibit A and also put into evidence by the Defendant, NAT 
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1 has claimed that Mr. Reiman, far from putting money Into 

2 the business, Is taking money out. I would submit that's 

3 why Mr. Reiman is no longer the President of NAT. 

4 Again, what has happened to NAT? All the money is now 

6 under the control of the people fn Long Beach, Free 

6 Conference corporation, David Erickson. It's his money, 

7 and yet we 'don't hear a thing about how much money 

8 WideVoice has, how much money Free Conference Corporation 

9 has. They are the stakeholders here. They are the ones 

10 who knew what they were getting Into. 

11 Now they say we want to pull the plug, but we'll give 

12 It one last shot and see If we can get the Court to order 

13 Sprint to pay and see what happens. They're more 

14 Interested in getting their money out of this business than 

15 putting an•jrmoney back Into the Reservation. You heard 

16 Mr. Lengkeek testify that the Tribe had not received a 

17 dollar, any money at all from NAT. 

18 But when there was money in February of 2011, where 

19 did the money go? AT&T paid $150,000. Did they keep the 

20 money in NAT so it could keep operating? No. The money 

21 went to WideVolce, In preference to any of the other owners 

22 of NAT. To repay what1 a loan? We don't see any evidence 

23 of a loan. ·We don't have a loan agreement. We don't have 

24 a promJssory note. There's no interest on its books of 

25 NAT, interest being charged by WideVoice. 
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3 powers to further its scheme that they concealed from the 3 law types of cases. When the Eighth Circuit considered 

4 Tribe that transgresses the open, transparent policy that 

5 the FCC wants in lts Notice of Proposed Rulemaking. That's 

6 the policy side of this case, Your Honor. It's not o~en a 

7 dispute between private parties implicates important Issues 

8 of public policies, but this is one of those cases. 

9 In the Notice of Proposed Rulemaklng, they talk about 

10 converting the Universal Service Fund, of which 

11 Mr. Lengkeek was ignorant until I brought It up to him, so 

12 that It's Connect America Broadband. It's a much more 

13 comprehensive program to bring higher quality 

14 telecommunication services to remote areas, indudlng 

15 Tribal lands like the Crow Creek Reservation. 

16 But the FCC In Its Notice of Proposed Rulemaklng wants 

17 it done in an open and transparent way, We've submitted 

18 with our Memorandum addressing the Noti<;:e of Propo:.;ed 

19 Rulemaking comments of the Chairman of the Comnlission 

20 directly responding to the question, "Why don't we Jet this 

21 traffic pumping go on in rural or remote areas?" Well, he 

22 says he wants it to be open and transparent. I think he 23 knows why. 
24 We have a situation here where it's not open and 

25 transparent. It's a system designed to enrich people who 
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1 have no stake in what goes on at the Reservation. ' 

2 You heard Mr. Reiman say In October how he was 

3 concerned about how poor things were at the Crow Creek 

4 Reservation. I don't deny they are. Statistics show it is 

S a very poor place. But he is not here anymore. The money 

6 is all controlled by Free Conference Corporation. They're 

7 in Long Beach or Nevada, that's WldeVolce, Nevada, a Sub S 

8 corporation. 

9 So'they can't cloak themselves in any public polity 

10 benefit. They are promoting a scheme that Is Inconsistent 

11 with what the Commission would permit under its Notice of 

12 Proposed Rulemaking. They are attempting to keep going a 

13 scheme that contravenes the pollcy initiatives the 

14 Commission has undertaken in its Notice of Proposed 

15 Rulemaking. If this Court were to grant that Motion, it 

16 would be directly contravening the policy initiatives the 

17 Commission has undertaken. 

18 So this is an unusual case for a private dispute, 

19 where the issues are of natlonal significance, and that the 

20 Court should be mindful in considering NAT's Motion. They 

21 

22 23 
24 

25 

have the burden on that issue, as well. I don't think they 

can meet their burden on that. Far from it. 

NAT claims some legal authority that this Court can 

intervene at this point in time and order Sprint to pay 

unpaid Invoices and Invoices going forward: The aut~orlty 

4 Semmes In the Watkins Distributor case, It held Semmes 

6 strlctly limited to the facts of that case, i.e., those of 

6 no real precedential value in this Circuit. 

7 Much Is placed on the Newlife case. I think the Court 

8 correctly noted it's an unpublished decision, without 

9 addressing Grupo Mexicano. 

10 As yoU·recall in our briefing last fall, when there 

11 were 'cases that were advanced In support of Trlbal 

12 exhaustion, I think failed to address Nevada v. Hicks, or 

13 other more recent Supreme Court jurisprudence on 

14 exhaustion. They were hardly persuasive. I would think 

15 Newlife falls In that category. 

16 Further, one Issue that seems to be motivating the 

17 District Court Jn Newllfe. It's a factual situation where 

18 Express Scripts is asserting a right of setoff against 

19 Newlife based on a contract Newlife had with Blue Cross, to 

20 which Express Scripts was not a party or apparently a 

21 third-party beneficiary, so hardly could have standing to 

22 assert a right of setoff. 23 And that Newllfe alleged It was providing life-saving 
24 medicines. I would submit that life-saving medicines are 

25 not the same as high-speed Internet access, and that you've 
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· 1 heard ~here are alternative sources for Internet service on 

2 the Reservation, as well. 

3 Again, the Court also noted In Newlife the concrete 

4 evidence of Imminent collapse of the business. We don't 

5 have that kind of concrete evidence. We have very 

6 nebulous, very vague testimony from a person who purports 

7 to be NA rs controller, although he doesn't claim that 

8 tltle. We don't have a cash flow forecast. 

. 9 W~ have no real explanation for why they pulled 

10 $140,000 out of NAT, except to pay WideVoice. They weren't 

11 looking ahead to see what their future costs would be and 

12 how much they had to keep In the bank to keep going. 

13 I would like to point out another thing that Is sort 

14 of how this thing falls apart. We talk about the founders 

15 and now the current operators of Free Conferencing 

16 Corporation. Set up something that t think is inherently 

17 doomed to fail, no matter what's going on here, if you have 

18 but one or two carriers who mlght say we're not going along 

19 with this scheme. 

20 We've heard about the revenue generated. Then take a 

21 look at how much goes out the door for marketing expenses. 

22 Those really aren't marketing expenses. That's Free 

23 Conferencing Corporation's take off the top. That's 

. 

24 precisely what bothered the Commission in Farmers, that the 
1

, 

25 subscriber, Free Conferencing Corporation, is getting paid. 
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ls supposed to allow. 

Then the billing agent. I think the Court did the 

math that the controller was unwilling to do. It's about 

5 eight percent of revenues. We don't hear how much that 

6 cost went down alter they fired the CABS Agent and picked 

7 up another player. 

8 Circuit expenses. Circuit expenses, you heard from 

9 Amy Clouser, relate to usage. Those are being charged, if 

10 you recall, by we've got Invoices from South Dakota Network 

11 and on and on. Those are the circuit expenses. That's 

12 done by tariff. They knew what those charges would be. If 

13 they wanted to negotiate a better rate, they could have 

14 done so. They haven't offered any evidence that they've 

15 ever tried to really lower those costs. 

16 But let's go back to these. If we add this up, we 

17 have 75 percent. We did hear the controller say 12 

18 percent, and then 8 percent. So right off the top, 95' 

19 percent of the revenues are going to places other than 

20 covering other operating expenses. 

21 We have some consulting fees. I'm not sure what they 

22 are. Paid Mr. Reiman $3,000 a month, but we don't know 

23 what that's for, other than to make sure the Internet Cafe 

24 is open. 

25 THE COURT: As I understood the agreement, out of 

238, 

1 all the gross revenues, 75 percent of the gross goes to 

2 Free Conferencing, and 25 percent goes to NAT. Then NAT 

3 has to pay all of the expenses. Then the gross Is then 

4 divided according to the shares? I mean the net? 

5 MR. KNUDSON: Net profit, according to the Joint 

6 Venture Agreement, would be divided up according to 

7 respective interests. 

8 Think about this for a minute, Your Honor. If you, 

9 take 75 percent off the top, and then the 25 percent has to 

10 cover these two line Items, It doesn't leave enough behind 

11 to pay those expenses. So we don't know what the agreement 

12 is really between Free Conference Corporation and NAT, 

13 other than rt apparently calls for 75 percent off the top. 

14 We heard testimony there was a written agreement signed --

15 THE COURT: But my question !s out of the 25 

16 percent that's going to NAT, all the expenses are paid_ 

17 first, which would Include the billing agent, circuit 

18 expenses, consulting fees, the wages, any of those other 

19 expenses. Then if there1s anything left over, 51 percent 

20 would go to the Tribe, and 25 and 24 percent to the other 

21 two entities? 

22 MR. KNUDSON: It could under the Joint Venture 

23 Agreement ff there's some profit left over. If there's 

24 profit, we would also reinvest It. But that would be 

25 available for distribution. 
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1 THE COURT: The 75 percent that goes to Free 
-- -- ----- - --- --- - ------ -------- ---- - --- ----

. 2 Confer~nclng is 75 percent of the gross. They aon 1t pay 

3 any expenses out of the 75 percent? 

4 MR. KNUDSON: That's correct. Now, I would Uke 

5 to point out that Free Conferencing Corporation and 

6 WldeVolce are interrelated. They have a common CEO, David 

7 Erickson. So David Erickson has put In various amounts of 

8 money. At one point It's around $500,000. But he's taken 

9 out almost $800,000. So even though WldeVolce Is the 

10 nominal creditor, there is only one creditor of NAT. Free 

11 Conferencing Corporation, a/k/a David Erickson, has done 

12 well by this 2010. 

13 THE COURT: You have about two more minutes. 

14 MR. KNUDSON: I've addressed the policy 

15 arguments. I think the Irreparable harm, both In the front 

16 end, the threshold inability, and the fact that this ls a 

17 flawed bu~i~ess model they knew wouldn't work from the 

18 get-go. 

19 The other Dataphase factor of significance, and I 

20 really don't have time to go Into lt at length, is they are 

21 -- the likelihood of success on the merits, In partJcular, 

22 I pointed out the Farmers decision, which Is referenced In 

23 our Brief in this section. I would like basically to quote 

24 from that. I'll finish with just a reference to the tariff 

26 and its complexity and its violation of the Act by virtue 
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of the Way It's written and designed. 

I'll refer the Court to Page 27 of our Brief. In 

there basically they're saying this scheme that was at 

Issue in Farmers Involved a situation where the subscriber 

was getting paid for the services, not the other way 

around, which Is what the tariff regime is supposed to 

protect. 

We, of ·course, believe they are trying to tariff for 

void services, which is not allowed. The tariff itself, 

No. 2, Is void. They have an Issue for vagueness, for 

excessive rates, and this is really impossible to follow. 

It would be found unreasonable under the Federal 

Communications Act by the Commission If It were to have a 

chance to take a look at this tariff. I would suggest this 

case be referred there, Your Honor. That's all I have. 

THE COURT: Thank you, Mr. Swler? I'll give you 

ten more minutes. 

MR. SWIER: Your Honor, there's a lot of areas I 

want to discuss with the Court. 

The first Is the 75 percent that FreeConferenceCall 

gets of the contract. FreeConferenceCall ls the largest, 

privately held conference calllng company in the world. If 

FreeConferenceCall doesn't do all the marketing, doesn't 

drive all the traffic to NAT, NAT gets nothing. Zero 

25 percent of zero is nothing. The only way NAT and the Tribe 
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1 make money is because of FCC's worldwide marketing effort~. 1 They market worldwide. If they don't pay those upfront 
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calls then to NAT don1t get generated without FCC. You1ve 4 does FreeConferenceCall have? 

heard that is a standard percentage in this industry. 

Also, I want to clarify. NAT gets 25 percent of the 

gross revenues. That is the way the contract is set up. 

They get 25 percent of the gross. 

THE COURT: Who pays the expenses? Out of whos~ 

portion do the expenses come? ' 

MR. SWIER: The expenses come out of the shares 

according to what the shareholders have. The Tribe had no 

liquid assets to pay for any of the start-up costs. 

THE COURT: My question is like the employee 

salaries, are they paid out of the 75 percent that goes to 

FreeConferenceCall, or are they paid out of the 25 percent 

that goes to NAT? 

MR. SWIER: I don1t know for sure: I'll guess,_ 

Your Honor, because they are an employee of NAT, they are 

paid by NAT. 

THE COURT: And the carrier expenses would come 

out of NAT, because that's an expense that NAT has 

contracted for? 

MR. SWIER: Correct. If NAT doesn't provide 

those services and that infrastructure, there is no NAT. 

242, .. 

W!deVolce has the expertise, one of the partners, WideVoice 

has the expertise to provide that high technological 

equipment that's needed to do worldwide conference calling. 

THE COURT: So does FreeConferenceCall provide or 

pay for any of the expenses associated with this? 

MR. SWIER: FreeConferenceCall -- that1s a good 

question, Your Honor. FreeConferenceCall gets their 75 

percent gross, and because -- FreeConferenceCall is pot a 

member of NAT. They are a contractual partner of NAT, but 

they are not a part of NAT. 

THE COURT: I understand that. So of all the 

revenue generated, FreeConferenceCall gets 75 percent. 

MR. SWIER: Yes. 

THE COURT: And NAT gets 25 percent and pays all 

the expenses. 

MR. SWIER: I believe that's correct. Again, . 

that's a standard agreement. 

THE COURT: It may be a standard agreement, but 

when you look at all the expenses involved, it pretty much 

eats up that 25 percent. 

MR. SWIER: Your Honor, It doesn't. What 

FreeConferenceCall -~ what FreeConferencing has to pay to 

market worldwide to get up to 12 million minutes to 

Crow Creek is immense. It's not like they ~re taking that 

$700,000 and putting It in their pocket free and clear. 

6 MR. SWIER: Sure. Marketing throughout the 

6 world. They have employees, 40 or 50 employees whose job 

7 it is to further the interests of FreeConferenceCall. If 

8 that Isn't there, If that leadership, if that know-how, If 

9 that corpo.r~tlon, which has become the largest privately 

10 held conference calling company in the world, doesn 1t 

11 exist, NAT gets nothing. 

12 THE COURT: But all the expenses listed on the 

13 exhibits that came in today are all paid by NAT. 

14 MR. SWIER: They are paid by NAT, because 

15 FreeConferenceCall covers all the expenses worldwide to 

16 drive the traffic, So it's a partnership. Each entity has 

17 Its role. ~.ut if you don't have FreeConferenceCall 

~8 generating the traffic, there's no traffic to get payment 

19 on. 

THE COURT: Mr. Knudson? 20 
21 MR. KNUDSON: I would like to object to the 

22 assertion that FreeConferenceCall pays all these other 

23 expenses. There's no competent evidence of that Jn the 

24 record for the Court today. 

25 THE COURT: I can assume that there are some 
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1 marketing expense, though. I mean I can use my common 

2 knowledge to assume that. People don't just pick up the 

3 phone and dial a number that gets to NAT unless there's 

4 some marketing. I think that I can draw that conclusion. 

5 MR. KNUDSON: Maintain a web browser, I suppose 

6 there might be some expense. But, again --

7 THE COURT: I don't know what the expense is. I 

8 just think I'can use my common sense to assume there is 

9 some expense. 

10 MR. KNUDSON: More than de minimis? I can't say 

11 that's the case. 

12 THE COURT: In any event, continue on. 

13 MR. SWIER: Your Honor, could I have my time, 

14 please? 

15 THE COURT: Yes. 

16 MR. SWIER: You asked before how you can fashion 

17 a fair remedy for the Interim period. Here is how you can 

18 do it. 

19 Number one, Sprint has pounded on the table that this 

20 new high-volume access tariff is somehow improper. That is 

21 flat wrong. They've fought tooth and nail, and the FCC has 

22 told them, "No, you're wrong. 11 This tariff, this 

23 high-volume access tariff Is not only deemed lawful, but 

24 it's exactly what the FCC's NPRM has said how this should 

25 be handled. I 
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5 could be a competitor or who they just don't agree with how 

6 they do business. 

7 

8 

9 

10 

11 

12 
13 

It's Insulting that Mr. Lengkeek has to sit up here 

and get bombarded with questions about, "Why don't you just 

take government subsidies? Why don't you put your hand 

out, like all the Reservations do, and take money?" That's 

arrogant and that's insulting. I actually felt sorry for 

Mr. Lengkeek that this has happened twice now. 11Just stick 

your hand out. Take the government money. Don't try to 

14 compete." 

15 And the scheme and the traffic pumping, look at the 

16 NPRM. They use access stimulation. They say it's 

17 compensable. The Court is exactly right. That traffic is 

18 going to be compensable. But the more and more Sprint 

19 fights, the more and more companies, like NAT, can go out 

20 of business. 

21 So here Is the remedy that I ask the Court to fashion. 

22 You've asked for one. 

23 The NPRM says this: The lowest tariff the FCC has 

24 suggested for high-volume services ts that It should be 

26 compensated at the RBOC rate. That's the Regional Bell 
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1 Operating Company rate. That rate is .0055 cents a minute. 

2 In other words, it's five and a half tenths of a cent per 

3 minute. That's the RBOC rate, which the NPRM says that's 

4 probably what we'll use for the default 

5 Okay. If yoU want to go off NAT's high-volume access 

6 tariff and say, "You know what? I 1m not sure of those 

7 numbers. I don't know If that's the per minute charge that 

8 will eventually come out." Then fall back tci the RBOC, 

9 which Is what the FCC says that's kind of what we're 

10 looking at proposing now. 

11 If you award NAT that RBOC rate, from the traffic from 

12 when the high-volume access tariff was filed until this 

13 case is completed, that Is an equitable remedy that would 

14 allow the status quo to be maintained, and NAT could keep 

15 !ts doors open unt!I the end of this case. So lf you want 

16 to default to the RBOC rate, we can survive· for a few, · 

17 months. That would be a perfect equitable remedy to 

18 maintain the status quo. 

19 To say this is not compensable, they keep saying that, 

20 the Court is exactly right. The NPRM says this is 

21 compensable, and it's going to be based on a high-volume 

22 access tariff to what we've done. 

23 Now, if you want to question the rate, personally we 

24 don't because the FCC has said, "Your tariff. is fine. 

25 We're going to deem lt lawful. 11 But if you are looking for 
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1 a default a'nd an equitable remedy, that is the perfect 
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3 lowest rate should be. If the Court would do that, we 

4 could survive until this case comes to trial. 

5 Also, the Farmers case, and I know we talked about 

6 this ad nauseam Jn the Briefs. The Farmers case was 

7 specific to Farmers' partlcular tariff. That is a clear 

8 reading of that case. Our tariff takes into consideration 

9 conferencing traffic, the new high-volume tariff. That 

fO tariff; '!S the Court knows, has been given the okay by the 

11 FCC. 

12 Your Honor, may I have a couple more minutes? 

13 THE COURT: You may. 
14 MR. SWIER: I want to talk about probably the 
15 most important factor here, because I think the first 

16 factor, which is the probabiltty of success, that NAT is 

17 going to get compensated for this traffic, I think that's 

18 an easy one. We're going to get compensated for this 

19 traffic. The question is are we going to be around to get 

20 our money when It does happen? So I think probablllty of 

21 success, that's clearly In our favor, 

22 Irreparable harm. NAT has to show the threat of 

23 Irreparable harm, and we need to present concrete evidence. 

24 We have given the Court the banking statements, the 

26 flnancials,Jhe monthly costs to keep NAT up and running. 
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1 If that's not concrete evidence of the current financial 

2 status, I don't know what is. 

3 The NewLife case. Sprint attempted to pooh-pooh the 

4 NewLife case. The NewUfe case is on all fours. You can 

5 say, well, it's another District Court opinion. Well, It's 

6 not binding on this Court, but It provides this Court, 

7 along wit~ Doran, with the most factually analogous case 

8 that's: out there. It's almost on all fours factually. 

9 He"re is what the Court said. It said in NewLife, "A 

10 substantial loss of business and the threat of bankruptcy 

11 can be sufficient for finding of irreparable harm." 

12 The Doran case, where the economic loss would be so 

13 great as to threaten destruction of the moving party's 

14 business, a preliminary injunction should be issued to 

15 maintain the status quo. 

16 We've shown irreparable harm. We've shown what the 

17 current financial situation is. Here Is what Wright & 

18 Miller said in their classic treatise on Civil Procedure. 

19 Where the potential.economic loss is so great as to 

20 threaten the existence of a moving party's business, then a 

21 preliminary injunction may be granted, even though the 

22 amount of direct financial harm is readily ascertainable. 

23 So the argument we're asking for a specific amount of 

24 money, Wright & Miller have said that under certain 

2& circumstances is acceptable. 
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1 Finally, Your Honor, Dataphase Factor No. 3, the 1 remedy which limlts the amouiit that Sprint has to pay, but 

=2=balance::of.:the::harms;=Herejs~the~balance.:_of.:.the_harr:tls.----- --- -. 2 ---lets u_s-survlve.------ ------ --- ------ -------------

3 NAT1s harm, their business shuts down or they file 

4 bankruptcy. Sprint's harm, they are a multl·billlon dollar 

5 company that has to pay maybe a couple hundred thousand In 

6 lawful fees for a few months. Balance of the harm weighs 

7 heavily Jn our favor. 

8 Finally, Your Honor, the Dataphase 4 factor, the 

9 public Interest. Here !s the public benefit interest for 

10 NAT. Again, these were pooh-poohed as being inslgntfk;ant. 

11 Maybe If Sprint would have spent some time at the 

12 Reservation, they would ~ave found these aren't 

13 insignificant. The education and the learning 

14 opportunities. The employment and the business 

16 opportunities. The public safety service. The access to 

16 governmental services. High-speed Internet and basic 

17 telephone service for Tribal members. Over a hundred 

18 high-speed broadband and telephone install6tions. TllEi 

19 Internet Library. I can go on and on. 

20 Sprint, Verizon, no other company has ever attempted 

21 to do thls. NAT Is providing an lncredlble public service 

22 to the Crow Creek Reservation. No doubt about that. 

23 Sprint said, "Well, public policy dictates that we win." 

24 That was written before the NPRM came out. The NPRM 

25 said, "No, Sprint, public policy Is not going to be just 
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1 that you win. Public policy is going to be this traffic Is 

2 compensable, and you are eventually going to have to pay." 

3 But hopefully Sprint can have things drawn out enough 

4 that all these companies go out of business, Including NAT. 

5 I mean, that's their business plan. If they have a problem 

6 with our business plan, take a look at theirs. It's to cut 

7 the oxygen tank off for these small companies. That's 

8 their business plan, and they are doing a good job. 

9 Luckily, NAT has had the wherewithal, with WldeVoice's 

10 help, to come this far In the litigation, to pay their 

11 attorneys, to try to lobby the Congresslonal delegation and 

· 12 the FCC. NAT is one of the few companies that has had the 

13 wherewithal to stick this out. But at a certain point, 

14 it's like the lemonade stand, when you provide a service 

15 for months and months, and you don't get a penny, haw are 

16 you supposed to survive? Especially on that new 

17 high-volume access tariff traffic, which Is clearly 

18 compensable. 

19 So let's do this, If the Court wants to fashion a 

20 remedy. Let's allow NAT to be paid the RBOC rate from the 

21 time the high-volume access tariff was filed until this 

22 case is completed. Sprint should be ordered to pay the 

3 Your Honor, because of that, we would ask you to grant 

4 NAT's Preliminary Injunction Motion. Thank you. 

5 THE COURT: Thank you, Mr. Swier. rm going to 

6 take It under advisement, and I'll issue a written opinion. 

7 Anything further from either counsel before we adjourn for 

8 the day? 

9 Mft SWIER: No. Thank you, Your Honor. 

10 MR. KNUDSON; Do you want anything further on the 

11 discovery motion, or should we just wait? 

12 THE COURT: Did you want to do oral argument on 

13 it? I guess my concern was there was a Motion made, and no 

14 Response, no written Response that had been filed. 

15 MR. SWIER: We'd like to file a written Response, 

16 but our time to do that Is not up yet. We will definitely 

17 be filing a.~rltten Response. 

18 MR. KNUDSON: Let's clarify. We wrote a Response 

19 to their Motion for a Protective Order to keep Tom Reiman 

20 from being deposed. One of the questions I wanted to ask 

21 Reiman in his deposition was the answer to Interrogatory 

22 No. 7. 

23 I sought that lnformatlon from Carlos Cestero. 

24 Although he could produce Defendant's Exhibit 27 promptly, 

25 he was Instructed by Mr. Swier not to produce the backup 
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1 that would show which carriers paid which invoices and for 

2 how much, which Is the underlying detafl to the revenue 

3 posted for 2010. That information we wanted In preparation 

4 for this hearing, but we still think that information Is 

5 germane and should be produced. 

6 THE COURT: Are you saying if you got the answer 

7 to Interrogatory No. 27, you would not need to depose Tom 

8 Reiman? 

9 MR. KNUDSON; No. But we should get that 

10 information, by all means. 

11 THE COURT: Are you saying I should walt to rule 

12 today until you get this information, or until you find out 

13 If I'm going to order that you get the information? 

14 MR. KNUDSON: Well, depending on how you rule. 

15 Ultimately at some point in time if this case continues In 

iti thl~ Court;· we want that information. 

17 THE COURT: You have to tell me If I need to wait 

18 on my ruling on the preliminary Injunction, because you 

19 need this information to present to the Court for me to 

20 consider regarding the preliminary injunction. 

21 MR. KNUDSON: I would like Reiman's deposition 

22 and that information and Interrogatory No. 7, Your Honor. 

23 

24 

25 

back money of approximately $127,000 under the HVAT, and lt 23 

should be ordered to pay each month the fe~s under th.at 24 

MR, SWIER: If I may, Your Honor? 

THE COURT: Mr. Swier? 

I high-volume access tariff. That's a perfect equitable ' 25 MR. SWIER: Your Honor, first of all, we have 
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Interrogatory No. 7. Interrogatory No. 7, we can't give up 

the specific carrier minutes and receivables. This gives 

the other carriers -- this Is, again, Sprint with their 

heavy hand. That carries a distinct -- that Information 

carries a distinct competitive advantage, and is Incredibly 

helpful to Sprint and the other carriers with their 

competing services. Now, we have provided all the totals. 

THE COURT: let me ask a question. Your 

objection to It was attorney-client privilege. It sounds. 

to me llke what you are arguing is more along the !Ines of 

a trade secret. 

MR. SWIER: Your Honor, I think It Is proprietary 

and a trade secret. I think, also, as we put Jn there, lt 

was beyond reasonableness for discovery. Now, we can 

certainly amend our objection. But that Information, first 

of all, It's not relevant. Everyone knows what the 

financial numbers are. It doesn't make a difference .yi.rhat 

1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 Verizon owes or Sprint owes or Alltel owes. 19 

20 Sprint sued us. They were the ones who started this. 20 

21 That's why they found themselves In Court. What the game 21 

22 plan was, they were hoping NAT would sue all the big 22 

23 companies, because then they can put NAT In discovery for 23 

24 years. That would guarantee NAT would go out of business. 24 

26 I mean, that's a pretty clear lltlgation strategy. That's 
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1 why the suit was brought with Sprint. They sued us. 

2 That Information Is Incredibly proprietary. lt will 

3 put us in a terrible position With the other carriers that 

4 we work with, and lt wlll provide Sprint With a huge 

6 competitive advantage. Again, what difference does It make 

6 how the breakdown Is? The fact Is, we know what Sprint 

7 owes. we know what the total Is. Why do we have to keep 

8 delaying this for Information that's already .out there, what 

9 Sprint owes? Why do we need to know what Verizon owes or 

10 any of the other carriers? 

11 So I think the Court can go ahead and rule based on 

12 the voluminous financial material that we've provided. 

13 Again, delay serves only one purpose. 

14 THE COURT: Mr. Knudson? 

15 MR. KNUDSON: It's slmple Information to produce. 

16 It could have b~en produced In short orderi 

17 In terms of any proprietary concerns, I had sent" 

18 Mr. Swler a proposed confidentiality stfpulatlon that would 

19 protect the sensltlvlty of the Information. 

20 It was germane to their case, because, first of all, 

21 If you read Mr. Cestero's Affidavit and listen to the 

22 testimony of Mr. Cestero and Mr. Lengkeek, NAT is going out 

23 of business because of Sprint. Sprint Is a m I nor player Jn 

24 the overall business, and we'd like to be able to show 

25 that. 

25 
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They El~e seeking an Injunction agalnst Sprlnt. They 
--

haven't sued any of theseotnerpeople,andt:liey can't-·· --

explaln why. That goes directly to why they're not 

entitled to Injunctive relief. 

THE COURT: Mr. Swler, you need to get In your 

Response In to the Protective Order and the Interrogatory 

Issue. I'll review both of those Motions and decide 

whether I think It's germane to the Issue of whether or not 

I need to wait on the Prellmlnary Injunction Motion. If I 

belfeve I don't need to wait, I'll go ahead and Issue my 

Order. IF I think I do need to wait, then I'll rule on the 

discovery Issue first, and do the prellmlnary Injunction 

after that. 

MR. SWIER: Your Honor, we'll get a Response to 

the Court early next week. 

THE COURT: Thank you. With that, we'll be 

adjourned for the day. 

(End of proceedings at 4:30 p.m.) 
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