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PROCEEDI NGS

MR. QUINN. Good afternoon, Your Honor.

THE COURT: Good afternoon.

MR. QU NN: A couple of housekeeping natters before we
get into continuation of Ms. Herman's direct testinony. As
Your Honor may recall, this norning we had a di scussi on about
the particular production of the data conpl eteness validation
reports and the fact that sonme changes had to be made to reports
after their initial production. And we noved into evidence
Def endants' Exhibits 152 to 158.

|'"ve conferred with Plaintiffs' counsel and they're
agreeable that we will have another set of the DCV identified by
t he sane exhibit nunber but with the suffix A so that the
adj usted conpi | ed, however you want to describe the conplete
conpl et eness report, would be Defendants' Exhibit 152A, 153A,
and so on, Your Honor, so that if you' re |looking at it you can
conpare and you'll know which report you're |ooking at.

THE COURT: Al right.

MR. QUNN. And if that's agreeable, we would like to
nove at this tinme for adm ssion into evidence of the
reconstituted Defendants' Exhibits 152A t hrough 158A.

THE COURT: Now, do you know whether, in the
reconstituted exhibits, any of the page nunbers that you dealt
with this norning will be different?

MR QU NN | don't believe so, Your Honor. | don't
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believe that any of the page nunbers that were a part of the
direct examnation this norning that we put up on the screen
have changed.

THE COURT: Al right. Well, I wll task you wth the
job of informng nme and Plaintiffs' counsel if there are any
di fferent page nunbers.

MR. QU NN. W'd be happy to do that, Your Honor. W
woul d want to know as wel | .

THE COURT: Al right. Proceed.

MR. QU NN: One other |ast housekeeping -- in
Ms. Herman's direct exam nation this norning we covered -- in
any event, we had referred to two exhibits of charts that
Ms. Herman identified that she had prepared for and that were
used in the Phase 1.5 trial, Defendants', in that trial, 157 and
158.

The witness identified having prepared those. Plaintiffs
have marked them as exhibits in this proceeding as Plaintiff's
Exhi bits 869 and 870, and | would |ike to nove those into
evidence at this tine.

THE COURT: As Plaintiffs' exhibit nunbers?

MR. QU NN: Yes, Your Honor. |If there's an objection
to that, we'll renunber.

THE COURT: 859 and 8707

MR. QU NN. 869 and 870, Your Honor.

THE COURT: Plaintiffs' exhibit nunbers noved in by
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t he governnent are received
(Plaintiff Exhibit Nos. 869,
870 received into evidence.)
MR. QUINN:  Thank you, Your Honor.
(The witness resuned the stand.)
DI RECT EXAM NATI ON ( Cont i nued)

BY MR. QUI NN:
Q Ms. Hernman, good afternoon
A Hel | o.
Q We were just beginning to discuss reconciliation work that
you had done, work on the litigation support accounting, and if
| could, we began that discussion with alittle bit of general
overview of the reconciliation -- can you put up AR 566, please.

| think we've | ooked at this docunent earlier today. This
is part 2 of the historical accounting project plan docunent
identified for indexing as AR-566. |If we could | ook over
internal page there at 9/10, | think it's actually on page 10,
and zoomin on that. Have you seen this before, M. Hernan?
A Yes, | have.
Q On page 10 of the part 2 of the plan, it describes the
account reconciliation tool. |Is that the tool that you
descri bed that you've used in the course of doing
reconciliations?
A Yes, it is.

Q The plan rational e docunent here describes the ART that was
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devel oped in 2002 as a cl osed network conputer systemfor use by
di fferent accounting firnms performng the historical accounting
reconciliation. Did you participate in the design of the ART?
A Yes, we did.

Q What did you -- what role did you play in its devel opnent?
A Qur firmtook the I ead in designing the ART, and anot her
firmactually did the programm ng behind the tool.

Q When you say designing the ART and having another firm do

t he programm ng, what specifically were you doing in terns of
design for the ART?

A W desi gned a nock version of the database, and set up the
different screens, how transactions would flow through the tool
in the reconciliation process, things of that nature.

Q So you hel ped set out the way it would operate -- the way
it would operate for the user, for the end user?

A Yes.

Q Goi ng back to the plan docunent that's on the screen, the
next sentence says that "ART serves several purposes: to ensure
consi stent accounting by the different firnms, as a systemto
store, search for, retrieve, and |ink needed supporting docunent
i mges to specific transactions, as indicated by the ASM.

Anot her reason, to provide -- purpose, to provide a replicable
accounting process to facilitate quality control review by an

i ndependent certified public accounting firmand to archive

reconciliation results.”
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Wth respect to the first purpose there, ensuring
consi stent accounting, how does ART achi eve that purpose?
A The ART really nore achi eved how you docunment your work
product, not necessarily how you query transactions, how you
i nk supporting docunents to those transactions, how you assign
an accounting code to those transactions. It doesn't perform
the accounting for you; it's just a tool you use in the process.
Q But by having everyone use the sane tool, that helps
consi stency?
A Yes, because each one of the firnms has to |ink docunents in
the sane way, assign the same accounting codes and so on
Q Ckay. The other purpose about, concerning storing,
searching, retrieving, and |inking docunents, how does ART do
t hat ?
A The images are stored in the same place that the
transactions are stored, and as you go through the
reconciliation process, you actually link the supporting
docunents to the transaction that you' re reconciling.
Q So do | understand you correctly that ART has the financia
information as well as the coded i mages?
A Yes, it does.
Q And those coded i mages are fromthe docunents that have
been retrieved for purposes of doing the reconciliation or other
accounting work?

A. Yes, it does.
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Q Wth respect to the other purpose nentioned in that part of
the plan, the to provide a replicable accounting process, how do
you understand that ART contributes to that?

A There's a standard process as you go through reconciling a
transaction, fromthe initial stages, through quality contro
within the firm to quality control by Gant Thornton.

Q And we' Il cone back to that a little bit further on here
The ot her purpose, to facilitate quality control, | guess you' ve
addressed that, right, you' ve junped ahead of ne. How about
archiving reconciliation results?

A Al of the results of the reconciliation, the codes that
you assign, the docunents that you link, and the work papers
that you create are all stored within the ART at the end of the
day.

Q So if somebody wanted to go back to review a
reconciliation, that informati on would be there?

A Yes, it is.

Q Back up on the screen, AR docunent 8, the accounting
standards manual, which we tal ked about a little bit before
lunch. Inside the report, Roman Nuneral 111, |ower case Roman
Nuneral ii, reconciliation procedures, and then back out to the
table. M. Herman, have you seen this part of the ASNV before?
A Yes, | have.

Q It lays out reconciliation process overview and it has a

reference to step 1, docunent collection. Did you participate
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in the docunent collection?

A Yes, we did.

Q Descri be what aspects -- what steps are involved -- what
work is involved in that step.

A To identify the docunents that you need in support of the
accounting, you actually have to search the financial and realty
records for those docunents.

Q So you search the database for information in the records?
A This step is actually tal king about collecting the physical
docunents thensel ves.

Q Going out and actually retrieving docunents relating to the
transaction in sone way.

A Yes.

Q And | think you described, testified earlier today that in
ternms of doing reconciliation, you have assistance from
contractors that work in Lenexa?

A Yes. Prior to the novenent of the docunents to Lenexa,

t hough, we did sone of that searching oursel ves.

Q So you're famliar with the undert aking.

A Yes.

Q Step 2, the reconciliation of transactions, what's invol ved
in that step?

A This is the step where you identify all of the transactions
that are going to becone part of your reconciliation group and

all of the docunents that support those transacti ons.
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Q Okay. Describe that process of identifying those that wll
be in your reconciliation group. Wat's involved in that?

A You start with the transaction that's been assigned to you
by NORC, which is the sanple transaction, and you have to trace
that transaction back to the first posting in the system |In
sonme i nstances transactions post directly to an individual
account, but in other instances it posts to a special deposit
account .

Q Ckay. And then after you' ve conpleted that step on the
ASV, it identifies step 3, quality control and reporting.

What's involved in that step of the process?

A There's quality control that goes on within the firmprior
to submtting the transaction, but once the transaction's

subm tted, Grant Thornton does a sanple across all firns to
revi ew those transacti ons.

Q Let's break this down to after a reconciliation is done,
has been conpl eted by soneone in your firm who does an internal
quality control check?

A There's quality control checks throughout the course of the
process. Typically, a new consultant on the team would
reconcile the transaction, a nore senior consultant would
quality control it the first tine, a manager would review it,
and a partner would sign off on it.

Q Now, in the process of conducting the internedi ate check

you nentioned and the review by a higher person at FTI, how are
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t hose tasks carried out?

A There are different phases within the reconciliation tool,
as you'll see, so you nove fromthe first phase, which is
referred to as a session, to the second phase, which is referred
to as a group. And transactions are QC d in that second phase.
Q | guess what |'mgetting at, are all these peopl e going
back and using the ART, the account reconciliation tool?

Yes, they are.

That's how it's acconplished?

Yes, it is.

Using this software?

Yes.

O >» O > O

Now, you are prepared to run through sone exanples in a
live setting of how the reconciliation tool works, right?
Yes, | am

And you brought with you today a | aptop?

Yes.

Okay. Describe for the Court what is on that |aptop.

> O > O

It's a stand-al one version of the ART, with a subset of the
transactions and i mages stored within the tool.

Q Ckay. So you have in there a subset of the reconciliation
i nformation that you would normally access fromyour offices
usi ng ART?

A Yes.

Q And you have on there the information relating to the
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speci fic exanples we're going to show the Court?

A Yes.

Q s ART ordinarily installed on a | aptop?

A No, it's not.

Q Is this an ordinary, what we'd all consider an ordinary
installation of operating systemon this software?

A No. Actually, a server version of the software's installed
on this laptop to run the program

Q And did you try it out before comng to court today?

A | did.

Q And in your testing of it and use of the | aptop, does it
fairly represent the kind of accounting -- reconciliation steps
you used when using ART in your office?

A Yes, it does.

MR. QU NN:  Your Honor, if it's all right with you,
we'd |like to go through the denonstrati on and show Your Honor
sone exanpl es of using actual information fromreconciled
accounts of how this accounting process takes pl ace.

THE COURT: Fi ne.

MR. QUI NN Ckay.

BY MR. QUI NN:

Q Al right. Do your sign-in and begin wth..

A This is the icon for the ART. |'ve already |ogged into the
application and had to provide ny password.

Q We're now at the ART openi ng page?
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A Yes, we are.

Q This is the main nenu. Describe what we're seeing here.
A These choices are available to ne based on the firmthat
|"massociated with and ny level within the firm And so the
two options that | have are reconciliation tool and

adm ni strati on.

Q What's adm nistration for?

A This is where | could establish new accounts w thin our
firm D sable an account for instance.

Q Accounts for whon?

A Peopl e on our staff.

Q Peopl e doing the reconciliation work?

A Exactly.

Q Ckay. W're at reconciliation nenu page. Describe what
we're seeing here.

A The first option is reconcile transactions, and this refers
to Il Mtransactions. The second, tribal transactions. The
third, as I nmentioned earlier, are groups. So this would be a
conpleted reconciliation awmaiting internal firmQC  The sane
option for the tribal groups.

The next option is a tool available to firnms to assign work
to junior nenbers. The third major option is a batch. Once
you' ve conpl eted your internal firm QC you send forward the
transaction to OHTA and Grant Thornton using the batch function.

Q And Grant Thornton does the independent quality control
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check?

A Yes, they do.

Q Al right. Wat would you do next then?

A Begin a reconciliation

Q As we get into this, you' re signing in and you have to go
to a particular transaction, correct?

A Yes. So you have three options at this point. |f sonebody
had sent work to nme, it would appear in the queued sessions. |If
| wanted to start sonething brand-new | could hit the new
session button. O if | had already begun a reconciliation, it
woul d show up in nmy own session

Q What kind of exanple's our first exanple?

A It's a range distribution.

Q Ckay. Range distribution. Gkay. And we've put up the
reconciliation tool page. There's one w ndow that has nunbers
init at the top. Howis this -- why don't you describe first
how this is set up, howthis page is set up as a work space?

A Unfortunately, the fields on the left are cut off slightly
on the nonitor, but the very top section where you see the
record already in the screen is where you query for transactions
for your reconciliation group. Once you've decided that this
transaction's going to be a conmponent of your reconciliation,
you nove it down into the mddl e section of your screen,

sel ected transactions. So both of these sections are | RVM5 and

TFAS data, and you use the box to the left to query for that
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i nformati on.

Q kay. So what is showi ng up now on the screen?

A This is one of the transactions that was assigned to our
firmfor reconciliation.

Q Okay. And now, is this -- do you know whether this is a

sanpl ed transaction or -- well, | guess it's not high dollar.
How nmuch is it in -- this transaction is what? 58 cents?
A. It's a 58-cent credit.

Q Al right. And the description, is that simlar to what we
saw you were describing, the data conpl eteness validation
testinony about JV codes and so forth?

A Yes, it is.

Q So you can tell by that what kind of transaction that is?
A There's several different things that tell you what type of
transaction you're |ooking at. One, the "type" field has a 13,
which tells ne this is a journal voucher. The "code" field, a
150C, stands for a range. The next field, the "description"
field, JV again for journal voucher, 12 for Decenber, Al5 is the
agency, and then, it's alittle bit hard to see here, but 015
woul d be the 15th journal voucher. The L0024 tells ne that this
is range unit 24, and the T followed by the 0807 tells ne this
is tract 807.

Q How do peopl e who are begi nni ng work on the account
reconciliation learn to deci pher this information? 1s that part

of your training?
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A It's part of the training our firmprovides to new nenbers
of the team

Q And if | didn't know what code 150C neant, |ooking at it
for the first tinme, is there a way in ART to figure that out?
A There's several ways. One, there's -- this field reads
"rev code" inits entirety. You can hit the pull-down arrow and
you can |l ook at all of the different codes and what they nean.
Q So it lists the codes for you on the side

A Yes.

Q What woul d be the next thing you' d do after getting
assigned this particular 58-cent transaction?

A As | know this isn't -- because this is a transfer, this
isn't the first time this noney is credited to the system so
woul d need to identify where the noney was posted initially.

Q Ckay. So you're going to go back to try to figure out

where this 58 cents cane fronf

A Yes, | am So | would use several different things to
facilitate that. One, this field -- the second field in your
table is referred to as "source.” This is the nunber that's

assi gned through our transaction mappi ng process. So this
nunber will pull back all of the related transactions for this
j ournal voucher.

So I'mgoing to copy that and paste that into the source
field in the query window. And | also know that | am | ooking

for a range debit, so in this instance I'mgoing to pick a 150D
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1 transacti on.
2 Wy D?
"' msorry?

The code | thought was 150C
C for credit.

| gotcha. Ckay.

o o b~ W
> O » O »>» O

So I'mgoing to ook for a 150D transaction, the debit
8 transacti on.

9 Q Ckay.

10 A And | know that the transaction's going to have a simlar
11 reference to the credit posting, so I'mgoing to use that in ny
12 query as well. The percent sign that | just typed is awld

13 card character within the tool

14 Q So if there are other suffix informati on added in ot her

15 transactions, you' d still find it.

16 A That's correct. So because | know that this one

17 transaction that we started with is going to be part of our

18 reconciliation group, I"'mgoing to use the v button to nove it
19 down to the next section before | run ny query.

20 Q  Ckay.

21 A So once | hit execute, this is going to query against the
22 | RMS and TFAS transactions, to bring back any transactions that
23 nmeet this criteria. And so in this particular instance, as you
24 can see, | received one, tw -- six transactions back that

25 fulfill that criteria.
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So now | need to evaluate which of these is the correct
transaction. And you can see that it starts with the sane
reference, the JV 12 Al5 015, and the bal ance of the reference,
you can see the 0024 that we saw in the credit transaction, and
then the balance of this field, 9702, tells nme that this permt
ranged from 1997 to 2002.

Q Ckay.

A So now | know that this is the appropriate transaction that
| want. So I'mjust going to nove that one particul ar
transacti on down.

Q So you're pulling it into your basket down there at the
bott on?

A Exactly. And I'mgoing to hit the clear button to renove
the rest of these, since they're not a part of ny group.

Q How do you know they're not part of your group? | guess
that's what |'mtrying to figure out.

A Because this one transaction debit is the one that was
associ ated with range unit 24.

Q | see. And the others show ot her nunbers?

A Yes. You can see this one says 26, 17, 34. These would

each be different range units that were being distributed at the

same tine.
Q Ckay.
A So I'mgoing to clear those. So I now know that |'m

| ooking for a credit in approximately Decenber of 1997 in the
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speci al deposit account that had the debit init.

Q Ckay.
A And I"mgoing to start by looking for a credit in the sane
anmount as the debit. So all |'ve entered here is the account

nunber and the doll ar anount.

Q Okay. So you started out wwth a 58-cent transaction, and
then by goi ng through querying the database you're able to
identify a $6,234 transaction that had simlar matching
information, right? And now you're trying to figure out where
t hat $6, 000 nunber's tracing to?

A Exactly. And so when | run that next query, | see that
there's a collection in that dollar amount in 1997 and 1998, and
because |I'm | ooking at the 1997 distribution, 1'"'mgoing to
select that transaction.

Q Ckay. So you've matched the date.

A Exactly. So the next step at this point would be to
identify the supporting docunents for this transaction.

Q So you found this series of transactions, and how do you

find the supporting docunentation?

A Based on the transaction description, |I know which permt
" m 1l ooking for, | know the journal voucher nunber that |'m
| ooking for, and | also know the bill for collection nunber that

" m | ooking for.
Q Ckay.

A And the protocol when coding these was to associate the
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imges wth the record ID of the sanple transaction, so |I'm
going to use that to query agai nst the docunent database

Q So when Econpex is coding the information, they're adding
sone -- what did you call it nunber, transaction nunber?

A The record ID.

Q Record I D, sorry.

A So I"'mgoing to conme down here into the docunent database
query section.

Q So the lower left side is for searching the docunent

dat abase?

A Yes, it is. And so | can see that there have been three
docunents that were identified in support of this transaction
The first is a permt filed, the second is a bill for
collection, and the third is a journal voucher.

Q Who woul d have put that information into the database?

A This woul d have been coded by Econpex.

At this point, I'd also start the working paper that we're
going to associate with this group, and typically we would do
those in Excel and attach the pdf to the final work product.

Q This is your worksheet?

A Yes, it is. So the first page of the worksheet just gives
you sumary information for the reconciliation. 1In this case,
because it's a range unit, the contract nunber, the range unit
nunber, the tract nunmber, and once we start review ng the

bal ance of the docunentation, you can fill in the rest of these
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fields.

Q Ckay. This information varies depending on the type of

i ncome or transaction?

A Exactly. And then the docunent ID colum would tell you
whi ch specific docunent and page we found that information on.
And so if we go back to the ART again, you can see that the
first document that was |ocated has the sanme docunent |D that
you just saw in the workbook. And that's the permt file. So
|"mgoing to go ahead and view this docunent by hitting the V
butt on.

Q And the V button, that first docunment brings up what?

A This is bringing up a permt file. [It's difficult to see,
but this is a 65-page docunent. And you can see on the top that
this is range unit 24, which is what we were |ooking for, and
we'd noticed that our permt ran from 1997 t hrough 2002.

Q So the dates natch.

A Exactly. And then you can see that the permt specifies

t hat $6, 234 should be coll ected each year for the termof the
permt. And down in the bottomsection it specifies again the
permt anpount, but then also an adm nistrative fee charged by

t he agency.

Q Who pays that adm nistrative fee?

A The permttee. And so | would enter all of that
information into our spreadsheet. And the next step is going to

be to review the financial docunents that support that
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1 transaction. So the first would be the bill for collection, and
2 this bill matches the nanme of the permttee that we just saw on
3 the grazing permt.

4 Q M ke and Pat Durkin?

5 A Exactly. And you can see this CV nunber matches the

6 transaction in our reconciliation group.

7 Q Can you just read that into the record. What is it, CV?
8 A CV nunber A15-98-037.
9 Q Thank you.

10 A And the description of the noneys collected, it says 1998
11 grazing and preparation fees for range unit 24.

12 Q And that was the range unit in that reference code.

13 A Exactly. And you can see in the mddle section of the

14 bill, it breaks down the collection into the permt anount, the
15 6, 234, and the fee anount, $117.34.

16 So the next docunent that we're going to evaluate is the
17 journal voucher that transfers the noney fromthe special

18 deposit account to the individual accounts. And again, you can
19 see at the top of the journal voucher it has a nunber as well,

20 A15- 98- 015.
21 Q Ckay.

22 A Whi ch matches the transaction that we had | ooked at. And
23 if you'll recall when we did our first query for the special
24 deposit accounts, it listed several different range units being
25 distributed at the sane tinme, and you can see on this journal
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voucher it says range unit 24, 26, 17, 34, 14, and 23.
Q What does that nmean? Does it nmean there are all these --

di fferent people have contracted for all these | and areas

t oget her ?
A Yes.
Q Is it together or is it sonething that's just

adm ni stratively handl ed as one pi ece?
A No, it's not necessarily the sane permttee; it's just
being distributed at the sane tine. And so if you'll recall,
our permttee was Pat Durkin. So there are actually several
different distributions being nmade at this tine.

| f you go further back into the docunent -- and agai n not
every page of this journal voucher was copi ed because it's very
long -- you can see that sonebody's put an arrow here. That was
added by the search team
Q To help you find the information there?
A On the page, exactly.
Q That's better.
A Soit's alittle bit askew, but you can see here it says
R Thonpson, and the transaction we're reconciling is for Rex
Thonpson, and you can see the 58 cents.
Q Ckay.
A So now the next question that we have to answer is is that
the correct anmount of noney for that account holder to have

recei ved.
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Q So the grazing paynent was this $22,000 anount?
A 22,000 was being distributed, but for our particul ar range
unit it was the 6,234, | believe.

So the next question we have to answer because, as we
di scussed earlier, that typically a range unit has nore than one
tract that's a part of the range unit, is how nmuch of the range
unit in essence was owned by the tract that we're eval uating.
And in order to do that, we | ook back to the permt file.
Wthin the range permt file, there's a listing that shows you
the different tracts that are part of this range unit for this
particular period. And --
Q There's 24.
A That's our range unit, 24. And if you scroll across the
page you can see that this particular tract is to receive
$802. 50 of that total collection
Q Ckay.
A And because our individual sanpled has an ownership
interest in that tract, that's the question that we need to
evaluate. So you can see here the total paynent is the 6,234,
but the tract itself is only going to receive $802.50 of that
payment .
Q And that's because the | essee is renting nore space than
t hese peopl e own?
A There are nultiple tracts in that range unit, so if you

were to add up on that page all of the different tracts, you
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woul d get to the 6,234.

So the next thing we do is conpute what we refer to as a
tract paynment ratio, how much of the total is due to this tract.
On the next page you have how nuch of this particular tract does
t he account hol der, Rex Thonmpson, own. And you can see here
that this account hol der owns 84 over 117,600 of this particular
tract.

Q And how do you know that? Wat is that based on, that

i nformation?

A The BI A provided OHTA an excerpt from LRI S system and that
was provided to us, and we received information on each tract
that this particular account holder owned, and this is a report
of that data provided by BIA. And the tract that we're
interested in evaluating is tract 807, and this is the date that
this particular account holder inherited an interest in this
tract, and it was inherited through probate. And it shows the
fraction that this account holder owns of the total tract.

Q So it's 84/117,600. That fraction of 160 acres?

A Yes. And so on the subsequent tab you have all of the
transactions that we had included in this reconciliation group,
along with the docunent I D and the page reference for the
financial docunents that we reviewed. And then on the final
tab, it shows you how much did we expect should have been
collected, which is the 6,234 fromthe permt, how nuch was

recorded on the bill, 6,234 again, how nuch was actual |y posted
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inthis case to IRM5, 6,234, and then the question is how nuch
shoul d our account hol der have received of that total
col |l ection.

Down on the bottom this ownership percentage is carried
forward fromthe page that we just | ooked at.
Q That's -- I'mtrying to keep these percentages right.
That's the percentage of what he owns --
A O the tract. The next is how nuch does the tract share in
the total collection for the range unit. And so now you need to
multiply those two nunbers tines the total expected paynent,

which tells you that this account hol der should have received 57

cents.

Q Ckay.

A And as you continue across the page, you'll see that the
account hol der actually received 58 cents. In this instance,

and it's simlar when you' re |ooking at many large distributions
across hundreds if not thousands of owners, the pennies don't
necessarily allocate exactly perfectly. And so in this
particul ar instance, we've considered that one penny difference
a roundi ng adj ust nent.

Q So you consider the fact that he received 58 cents instead
of 57 as a rounding?

A Yes, not a m st ake.

Q What if it was two cents?

A. That we woul d have concl uded was a m st ake.
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Q You woul d have reported that as an error?

A Yes, we woul d.

Q So you get to this point, and you checked out all the
paperwork and followed the transaction back to its beginning.
What happens next?

A We have to finish docunenting within the tool all of the
paperwork that we've |ooked at and link all of the supporting
docunents. So in this case we would have, if you checked the
box in the center of the screen, it selects all of the
transacti ons for you.

So I'mgoing to go ahead and link these docunents to the
transactions by using the link button. And once |'ve done that,
if you scroll to the right, you can see that this field that
says "doc" has been populated with a nunber, and that nunber
shows you the docunents that |'ve actually linked to this
particular transaction, and this would stay with this group as
it noves forward into quality control
Q Okay. So the next person to review this would be able to
pi ck up the work at this point?

A Exactly.

Q And see what docunents have been connected and consi dered
i n maki ng the account reconciliation?

A Yes. The next thing that we would do is associate the --
on the sanple transaction we woul d update the contract nunber,

just to store that within the ART.
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Q Why woul d you do that?

A So that you could have a record of which particul ar | eases
you had reviewed and what tinme franes you had revi ewed under
those | eases. So you put the permt nunber and the period for
that permt.

The next thing we're going to do is assign an accounting
code to the transaction. And the accounting code doesn't assess
whet her or not the transaction's correct or incorrect, but
rather the | evel of supporting docunent you had when you were
doi ng your reconciliation. And so in this instance, since |I had
all of the docunents that were specified under the nmanual, |
woul d assign this an accounting code of 1.

Q And that reflects that you found the supporting

docunent at i on.

A Exactly.

Q | don't want to interrupt your presentation, because | did
have a slide fromthe accounting standards manual. The
accounting standards nmanual, does that contain a listing of the
account codes that you just referenced?

A Yes, it does.

Q And expl ai ned the conditions under which you woul d apply
one account code or the other?

A Yes, it does.

Q If you didn't have exactly the supporting docunents you

want ed, what code nunber would you be putting in?
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A It depends on the | evel of docunentation that was found.
If you still felt that you could reconcile the transaction,
there's an accounting code of 2, which indicates alternative
procedures were used. |If you felt that you had sone of the
docunents but not enough to conplete your reconciliation, you
woul d assign it an accounting code of 3. And if you felt you
didn't have enough docunents, period, you would assign an
accounting code of 4.

So the final thing we need to update before we finish
eval uating this group is the variance anount for each one of
these transactions. Do you want ne to do that now?
Q Yeah. Finish that up
A So the first transaction that we evaluated, the collection,
did match what we were expecting, and it was posted. And again,
this would be in agreenent with the work papers, so sonebody
could go back and review this as well.
Q So basically if you had a variance of some sort you' d be
indicating that there soneone could follow up on that at a later
time?
A Exactly. And we'd al so have to include an expl anation as
to why we thought the variance had occurred.

And so at this point, we've populated all of the fields
within the tool, and we'd hit the "view results" button, and
that just summarizes all of the information that you were

seeing. And you hit the button in the center, which says
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"assigned group,” which nmeans that this transaction is now ready
for internal quality control.

Q So pressing that would send it on?

A Exactly. So if you can see now, that choice 6 is no |onger
avai | able to ne.

Q Because it's been pushed along the line to the next step in
revi ew?

A Exactly.

Q When -- are you finished wwth this part of the exanpl e?

A Yes, | am

Q If we could go back to the defense table on the video
screen. Let nme ask you about, when the reconciliation's
conplete, this individual had this 58-cent transaction that was
reconciled in your denonstration, and was that an actual
transaction that was part of the LSA reconciliation?

A Yes, it was.

Q Wth respect to that individual's historical statenent of
account and all the information conpiled regarding their
transactions in their account, what happens after the
reconciliation?

A This information, as | nentioned, gets forwarded on to
Grant Thornton and to OHTA, and they'll review and sign off on
it, and then the results of that reconciliation would be
included in the historical statenment and the statenent of known

di ff er ences.
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Q And | think -- did you participate in the preparation of

the design for the historical statenents of account?

A | did.

Q Did you bring sone exanpl es of those?

A | did.

Q If we could go back to Defendants' video console. | put up

a slide. Can you see it okay?

A Yes, | can.

Q Def endants' Exhibit 115 narked for identification, and if
we could zoomin on the top a little bit. Could you identify
this docunent for the record, please?

A This is a draft historical statenent of account.

Q Ckay. And the nane on there, No. 2 on the right-hand side,
that refers to the sane person that you just did the
denonstrati on?

A Yes, it does.

Q Coul d you descri be what information is to be conveyed using
this historical statenment of account?

A This is a listing of all of the transactions during the

el ectronic ledger era for this particular account. |[|f you start
at the top right-hand corner, if this account nunber had changed
over tinme, all of the account nunbers would be |listed there. In
this instance there's only one. And it has a letter and a nane
after the account nunber, which indicates the area that this

account started in, the Geat Plains region, or the Aberdeen
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ar ea.
The nanme indicates the |ast name associated with this

account. The NAAN appears bel ow that, which is the nunber that

was assigned by our firm And just below that, in the center of

the page, is the summary of the activity in this account.

Q Could we switch to the next slide after this? | think

that -- marked for identification Defendants' Exhibit 109, and

it's page -- Defendants' Exhibit 109. Ask the witness if you

could identify what this docunent is.

A This is an explanation of the fields presented on the

hi stori cal statenent.

Q Okay. Do you know where this table canme fronf

A Yes. | participated in creating it.

Q And what's the purpose for this table?

A This is going to be the begi nning of an expl anation

brochure that woul d be created as a conponent of the HSA

package.

Q This would be included with the statenent?

A Yes, it would.

Q O the anticipation is you would include an expl anati on of

this type with the statenent?

A Yes. It nost likely wouldn't be in this format, but it

woul d have this type of information included.

Q And for the purposes of the exanple we just | ooked at of

the HSA, they had little nunbers on it. Are those the
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associ ated expl anati ons going down the side on this table?

A Yes, they are.

Q If we could go back to the HSA. So the first colum there,
if you could describe with respect to the HSA what we're seeing
in the colums here that would be reported on this exenplar.
Transaction nunber, in what's identified as No. 5?

A This is the record ID that we assign to each transaction
within the data set.

Q This is a unique nunber for each transaction?

A Exactly.

Q And 6 | think is fairly self-explanatory. This is whenever
it was recorded?

A In the system yes.

Q In the system Type of transaction, where is that

i nformati on com ng fronf

A As we saw on our exanple, you saw the 150C and t he 150D.
This is the textual representation of those codes.

Q If we scroll a little bit to the right. Wat is the system
reference identified as No. 8 in the mddle of the table?

A This is the transaction reference that was posted either in
| RMS or TFAS.

Q Okay. Move over to the next columm, No. 9, disbursenent
reference. Wat does that refer to?

A Typically, this is a check nunber, but in sone instances it

has other values in that field.
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Q
A

And colum 10, the transacti on anount ?

The first line itemis -- the 60 cents is a conputed

begi nni ng bal ance as we | ooked at earlier today, and the bal ance

of the itens in that list are the transacti on doll ar anpunts

posted to this account.

Q
A

And the | ast colum, the account bal ance?

This is a running bal ance based on the particul ar

transacti on as post ed.

Q

Okay. If we could scroll through to the | ast page of the

exhibit here. So the reconciled transaction, the 58 cents that

you investigated, that would be reported in here, that woul d be

one of the itens |isted?

A

Q

That woul d be one of the itens listed in the statenent.

Now, page 7 of Defendants' Exhibit 115 has anot her table.

Ms. Herman, can you identify this for the Court, the |ast page

of this exhibhit?

A

Q

This is the draft statement of known differences.

A statenment of known differences? What's the purpose of a

known differences report?

A

To the extent that either through our data conpl et eness

validation work, the litigation support accounting work, the

interest recal culation work, any of the test work that OHTA is

performng, if any differences had been identified, they would

be reported on this statenent.

Q

If there was a difference that related to this account?
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A Exactly.

Q Ckay. So when we had the exanple earlier today, data
conpl et eness val i dati on exanpl e, where you had potenti al

m spostings, had those remai ned m spostings after finishing your
investigation, and related to this account, this is where it
woul d be reported?

A Yes, it woul d.

Q Ckay. Now, how would a beneficiary who got a statenent
with a statenent of differences understand what this | ast table
i s conveyi ng?

A There's an expl anation key that also has been drafted for
this statenent, and then, as you can see in the final colum,
there's a note as to how the difference was determ ned and what
it's based on.

Q So in this exenplar, there is an interest difference,

i nterest variance?

A Yes, there is.

Q And then there's the explanation on the right-hand side you
just noted. Could we go to slide -- Defendants' Exhibit 120 for
identification. |It's a one-page exhibit. Can you identify what
that is?

A Simlar to the HSA, this is an explanation of the fields on
the statenent of known differences.

Q This is a draft of the kind of explanation that OHTA woul d

expect to give?
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A Yes, it is.
Q Do the nunbers in the table on the |eft-hand side
correspond to the nunbers in the statenent of known differences
in the exenplar?
A Yes, they do.
Q | f you could go back to the witness stand on the video, |'d
i ke to have you run through a different type of reconciliation
exanple a little bit nore. And now we've gone through the
entire process, if you could just kind of show how the different
types of transactions are reconciled, denonstrate that for the
Court .

Ckay. So we're back to the account reconciliation tool.
And | think this exanple is a disbursenent?
A Yes, it is. |I've already noved this transaction down to
the m ddl e section and associ ated the docunents, to nake it a
little bit faster for everyone.
Q You woul d have essentially gone through the sane detail ed
steps in doing the reconciliation, starting at the top and
finding all the associated docunents; is that right?
A Yes, | woul d.

Q So we're here kind of to the neat of the reconciliation

correct?
A Exactly. So this is for an original allottee account, as
indicated by the A, and it's a disbursenent transaction. It's a

type 22, which is a manual disbursenent, from 1994. And the
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description indicates this is sonme kind of a land sale
transaction, and it's a disbursenent of $618, 700.
Q Does that mean that this woul d have been one of the

hi gh-dol | ar-val ue transactions?

A Yes, it was.

Q How do you reconcile a disbursenent of this sort?

A The first step is to determne to whomthe check was
i ssued.

Q Ckay. How do you do that?

A W woul d start by |ooking to a check register, and that
docunent's been attached here.

Q When this process started, | take it you didn't have al

t hese docunents right there ready to click on and have them --
A No.

Q You had to request thenf?

A W had to request themand, as | nentioned, earlier in the
process our team actually searched for the docunents as well.

Q Ckay. Al right. Now, you' ve brought another docunent up
on the screen, the check register. Wat is that?

A The check register is a printout from in this case the

| RVS system that indicates the check nunber, the check anount,
t he account from which the check was debited, the nanme of the
account holder. And then also you can see bel ow t he nane of the
account holder it says "Mail to Ernest Noah." So this tells ne

this check was not issued to the account hol der herself but to a
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third party.

Q Did you investigate that?

A Yes, we did. So the next docunent that we've linked to
this transaction is what's referred to as an individual |ndian
account application, and this is typically a docunent that the
account holder would fill out for a manual check of sone type.
And this was -- | flipped to the page now It's page 3 of the
docunent. And you can see that the account hol der's requested
t he $618, 000, and the check to be made to Ernest Noah in trust
for the account hol der

As you scroll down the page, it's signed by the account
hol der, and it's approved by the regional director of the Palm
Springs field office. As you continue through the docunent,
there's actually a statenment fromthe notary acknow edgi ng t hat
it was the account hol der who signed this docunent.

The next step in this process would be to determ ne whet her
or not the check were actually negotiated, and as | nentioned
earlier, we have available to us the CP&R file fromthe Treasury
Depart nent.

Q And you make use of that in the reconciliation process?

A We ook to that file to determ ne whether or not the check
had been negotiated or canceled. So the beginning of this work
paper just shows you the transaction reference itself. And
below that is information that we've added to the work paper

that cane fromthe CP&R file. So it shows you the check synbol
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the date the check was issued according to the CP&R file, the
date the check was negotiated, February 8, the anpunt of the
check, in the CP&R file it's actually referred to as a seri al
nunber versus a check nunber, and then a status code. And in
this case status code R neans negoti at ed.

Q Ckay. Now, your conparison against the CP&R, is that nade
outsi de of the account reconciliation tool? |Is that sonething
you refer to outside of this software?

A Yes. It's a table stored wthin the sane dat abase.

Q So the person doing the reconciliation on a disbursenent
woul d take this information, then go to this other database with
the CP&R data. | take it you don't have that on here.

A No, it's a very large table. So it didn't fit on ny

| aptop. But you would have to wite a query against that table

to find this information.

Q Ckay.
A So once we had finished associ ating the docunents, again we
woul d assi gning an accounting code to the transaction. 1In this

case we had all the information available to us, and we woul d
just indicate in the cooment that we had checked the CP&R
record, what the CP&R record had indicated, and then we woul d
group this transaction

Q And then the grouping, that puts it into the quality review
node?

A Exactly.
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Q This, | think you would agree with nme, this disbursenent
was a high-doll ar-val ue transaction. Wat's your understanding
what constitutes a high-dollar-value transaction as the plan
defines it today?
A Credits or debits that are greater than or equal to a
hundred t housand dol | ars.
Q Once the reconciliation s connected to that account are
conpl eted, you expect there to be an issuance of the HSA?
A Yes.
Q And did you prepare a pro forma HSA for this individual?
A Yes, | did.
Q M. Richburg, could we switch back one nore tine to defense
tabl e? Thank you. Put up on the screen Defendants' Exhibit
116, and starting at page 1. Could we zoomin on the top of the
tabl e.

Coul d you descri be where the -- does the disbursenent show
up on this, the one we just reconcil ed?

Yes, it does.
Q Do you know where that is on here?
A |'"d have to | ook at the date again, |I'msorry.
Q You need your screen up?
A | believe it was 1994, but | don't recall. |It's at the top
of this page.
Q Okay. Very good. The first line, actually. The

transacti on anount, 618, 700?
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A That's correct.

Q So this again, this HSA would report on this transaction,
all the other transactions associated wth this account.

A Yes, it woul d.

Q And if you go to the |ast page. And again, you have a
tabl e of known differences. Here there's nothing that's cone
up, at this juncture anyway.

A That's correct.

Q Coul d we go back to the previous HSA? | just wanted to
make a point about the range exanple. | believe it's 115.

A The second to the top.

Q There we go. M. Thonpson and the range exanple. The
reconcil ed transaction you | ooked at with the 58 cents, would it
appear on here?

A Yes, it woul d.

Q Could we zoomin on the transacti on anounts?

A | believe that was 1997.

Q kay. So it's -- yes. | think you're right. | think it's

t he next page, perhaps.

A It's the fourth transaction fromthe top.

Q And that JV nunber shows up as well in the reference?

A That's correct.

Q Al right, great. 1'mgoing to show-- if we could go back

to the witness stand on the video presenter. And M. R chburg,

if I could ask you to switch it over to our w tness again.
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Thank you.

One ot her di sbursement exanple. |[|f you could show the
Court how sonetinmes these transactions show up differently on --
what the records are are a little bit different.

A This is a nore current disbursenment, and it's in June of
1999, also a high-dollar transaction.

Q Ckay. And you've already done the prelimnary work, right?

A Yes, | have.
Q Ckay.
A In this particular instance, because it's a newer check,

the actual inmage of the check was available to us, and this one
was made out to the account holder, to be deposited in his
account at Seafirst Bank.

Q Ckay.

A And you can see the dollar anmount and the check nunber

And it's actually endorsed by the bank on the back. And it's
very difficult to read on the screen, but credited to the
account with the named payee, endorsenent guaranteed by Seafirst
Central Bank. So in this instance we wouldn't [ook for the
check regi ster because we have an actual copy of the check.

Q Where was that found?

A This was provided by the Treasury Departnent.

Q Ckay. W have an exanple of a different type of
transacti on.

MR. QUINN:  Your Honor, | have two nore exanples, one
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on a probate exanple, distribution of reconciliation, and a farm
and pasture exanple to show the Court, if you' d like to go

t hrough t hat.

BY MR. QUI NN:

Q Could we bring up your probate reconciliation? Probate
rel at ed.

A This too was a high-dollar transaction that was sel ected
because both the debit and one of the credits was over a hundred
t housand dol | ars.

Q Now, you have a -- showing a few of these high-dollar-val ue
transactions. Did your firm-- you're selecting exanples to
show the Court, but what was FTlI's role with respect to the
different reconciliations that were bei ng done?

A We performed both reconciliations of the sanple
transactions as well as the high-dollar transacti ons.

Q O the regions, did you have particular responsibility for
certain regions?

A Initially, we focused on the Pacific region, the Sacranento
area, and the Great Plains region or the Aberdeen area, and

| ater we actually did work in Northwest, in Rocky Muntain.

Q Did the Pacific region have a fair nunber of

hi gh-dol | ar-val ue transactions?

A Yes, particularly in the Pal m Springs Agency.

Q Coul d you describe for the Court what you did, what the

reconciliation was that you had to acconplish and how you went
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about investigating the transaction?

A In this case, as | nentioned, there were two transactions
that had actually been selected. The $180, 000 di sbursenent and
the $135,000 credit, and this is a distribution of a probate
fromthe account of the original allottee, a distribution from
account 584A000079 to her heirs. And in this instance we woul d
have needed to eval uate the probate docunentati on.

Q Ckay. And did you did that?

A W did. So again we create a summary page for our work
papers, and you can see this one differs fromthe range exanpl e
we | ooked at. It has the decedent's nanme and her account
nunber, the amobunt that was being distributed for her estate,
the date of death. |In this instance there was a probate, and

t he probate had been appeal ed, so there was a rehearing as well,
and both of those nunbers are indicated here. And it shows the
date the original probate was approved and the date that the
appeal was approved.

Q Okay. Now, what was involved in | earning, discovering al
this information, that this probate had gone on, there had been
an appeal ? How did people working on the reconciliation find
that information?

A We started again with the journal voucher, which is show ng
the transfer of the funds. And the journal voucher indicates to
us the probate nunber and the date of the probate, and the

nunber of the account that was being debited, and the accounts
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that were being credited as a result.
Q Ckay.
A Then we had to request the probate file, and we did that.
The probate information in this case was actually found wthin
t he account holder's jacket file.
Q And that's the sanme kind of file that you were descri bi ng
this norning?
A Yes, it is. And if we turn to page 10, this is the
original order in the case, and it shows the decedent's nane and
her account nunber. And if you go through the package, it lists
her date of death and the assets that she owned as of the date
of her death. You can see that she had a will, and that goes
into the fact that the will was in fact contested by her
husband.

On page 37 it has, fromthe original probate order, how the
funds were to be allocated, and later in the file it goes
t hrough the appeal process that occurred. The husband appeal ed
the will. And in the appeal process the court denied his
appeal, and so the funds were distributed in accordance with the
will.
Q So it was divided -- you're putting up here 75 percent and
then split the remai nder between the two Mendezes?
A Yes. The first is her daughter and the second are her
sisters. So at that point, you can see that we've added that to

our work paper, the four transactions that we saw in the
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reconciliation group, and then we ook at the initial
distribution, the percentage that each was to receive, and
whet her or not they actually received that anount of noney.

And then again we woul d update the accounting code, we
woul d l'ink the docunents, and we'd assign the variance anounts.
Q Were you able to confirmthat the noney specified in the
probat e deci sion was divided up and distributed to the heirs?
A Yes. This initial distribution, there were actually
several distributions that were made in this account, was in
agreenment with the probate. The other thing that 1'd like to
highlight is the orange that appears in this exanple.

Q Yes. This is under the code in the w ndow?

A Exactly. If you click on the account nunber, which is

bol ded here, this brings up how the transaction was recorded in
| RM5, and you can see that the code here indicates m scell aneous
credit. So as a conponent of the reconciliation, we added this
information that says that this is actually a probate

di stribution.

Q So you added nore detail than what | RVS may have had
originally?

A Yes, we did. And so to indicate that it had been changed,
the color is updated in the tool, to give a visual cue to the
reviewer. And so at this point we would group this transaction
for quality control.

Q And did you bring an exenplar of an HSA relating to that
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transacti on?

A Yes, | did.

Q How many did you bring?

A Actual Iy two.

Q Up on the screen |'ve put Defendants' Exhibit 117, and
we're starting at page 1 of that exhibit. And if you could zoom
inonthe title.

Could you identify that for the record, M. Herman?

This is an account statenent for Lois Sanchez estate.

Ckay. And that's the person whose estate was probated.

That's correct.

o >» O »F

And where do the nunmbers that you were | ooking at in the
reconciliation show up on this exenplar? 1Is that at page 8 of
117

A That's it.

Q Fourth entry fromthe bottonf

A Yes. These other dollar anounts that have simlar
references were clains against the estate that were paid.

Q Creditors of the estate as far as you could tell?

A Yes, as outlined in the probate docunent.

Q Ckay. There continue to be little anounts of noney after

that distribution, and then the account is closed. Is it

cl osed?

A I n 2000 the account was cl osed.

Q Endi ng bal ance of zero. |If you go to the | ast page of the
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exhi bit, could you describe what this page is, page 12 of the
exhi bit.

A This is a statenent of difference for this account.

Q And there is an indication of an account |evel variance for
interest on the table; is that right?

A That's correct.

Q VWhat is that reporting?

A It's reporting that the account hol der was overpaid by
$1,584. 42.

Q So that's a difference that had occurred that was in favor
of the account hol der?

A Yes, it is.

Q You had brought another exanple with you of one of the
heirs?

A Yes.

Q And we' Il get to that as tine permts. Wy don't we go
back to the | ast exanple that you brought with you today to
denonstrate, the farm and pasture exanpl e.

What kind of transaction are we | ooking at here?

A This is a farmand pasture transaction.

Q Ckay. And what is the -- is this a sanple transaction?
A Yes, it is.

Q Which is the sanpled -- identified as the sanpl ed

transacti on that was supposed to be reconcil ed?

A. The 2-cent transacti on
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Q That's the third one on your table here in the m ddl e?

A That's correct. So in this situation, simlar to the range
exanpl e that we | ooked at earlier, the first step would be to
identify the account from which this noney had been transferred.
And again, we would use the source nunber that we had created as
a conmponent of our transaction mappi ng, and through that nunber

| was able to identify account 304S501121 was the account t hat
transferred noney into our individual's account.

And again, just starting with the transaction reference,
you can see the indication of 1263. And so the first step in
this process woul d have been to identify the journal voucher,
and then after the journal voucher had been identified, the

| ease contract.

Q Ckay.

THE COURT: M. Quinn?

MR. QU NN Yes, sir.

THE COURT: | want everybody in the courtroomto stand
up.

(Everyone conplies.)
Stretch. | noticed a few gl azed eyes.
(Laught er)
M. Quinn, nake it nore interesting.
(Laught er)
MR. QUNN. | will do ny best. | guess the best hope

| can offer is there's light at the end of the tunnel. This is
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our | ast exanple of the reconciliations.

THE COURT: Cxay.

THE WTNESS: And we did 6,000. If you view the |ease
docunent, the first page of the | ease indicates the all ot nent
nunber; the | ease nunber; the period for the |ease, 1993 through
2000; the termof the | ease, January 1, 1993, through Decenber
31, 1997; the dates that paynents were due; and then sonething
slightly different than what we saw before is it indicates the
percentage of the tract that's in trust, because sone of this
al l ot ment had gone into fee, which neans it's owned by
non- 1 ndi an | and owners.

So in this particular instance, we're only going to | ook at
t he conponent of the noney that was collected for the trust.
And so back on our worksheet page you'll see that we've conputed
an expected paynent anmount. This is what woul d have been
collected for the entire allotnment, not just the conponent that
was in trust. Then the conponent based on the | ease that was
for the trust conponent, the difference being the fee conponent.
BY MR. QUI NN:
Q So you had to figure out the percentage that related to the
trust conponent.
A Exactly.
Q Ckay.
A So on the next page again, using the LRIS information that

had been provided, we found the fraction of this particul ar
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allotnment that the account hol der owned, in this case 1 over
3920. And we had to determne in this case, we had to adjust
t hat ownership percentage based on how nuch of the tract was
actually in trust, and that's what these next columms represent,
t he adj usted ownershi p.

Q Ckay.
A Then the next page, simlar to our earlier exanples, shows
the credit into the special deposit account, the debit out of
t hat special deposit account, the credit to the individual, and
t he page references with those financial docunents.

Q Ckay. And applying the percentages to the $70, did you
come out with the 2 cents?
A That's correct.

And that's what's shown in the last line there

That's correct.

And then this would be reflected in this individual's,
Rackum s, HSA?

It woul d.

And you prepared an exenplar HSA for this individual?

> O » 2 0 » 0O

Yes, | did.

MR. QUINN:  Your Honor, with respect to the evidence

we'd |like to offer for introduction, | didn't want to keep
swi tching back and forth -- it takes sone tinme to do that,
switch fromthe wtness back to the defense table -- but we do

have the supporting docunentation that was acquired from
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Interior's records, that Ms. Herman has referenced in the course
of her testinony this afternoon, and for the purposes of the
record we'd like to offer those into evidence. |f the Court
requires, we can go through and verify the exhibits and her
reference to those in the course of her testinony.

THE COURT: You are offering for the record all the
backup docunents that she's just shown us in this denonstration?

MR. QU NN That's correct, Your Honor.

THE COURT: Received.

MR. QU NN. W would offer into evidence Defendants'
Exhi bit 143, 145, 146, that pertains to the first exanple, the
range exanple, the supporting docunentation that Ms. Hernman
testified to. Exanple 2, which was the first disbursenent
exanpl e, we woul d offer Defendants' Exhibit 125, which is the
j acket folder, 126, which is a worksheet on the di sbursenent,
Def endants' Exhi bit 127, the accounting code screen capture for
the entry of the CP&R cross-check that Ms. Herman denonstrat ed,
and Defendants' Exhibit 128, which is the check register
i nformati on.

On exanple No. 3, which is the second di sbursenent exanpl e,

we woul d of fer Defendants' Exhibit 130, Defendants' Exhibit 131,
and 132. 131 is the third-party di sbursenent worksheet, 131 is
the screen cap of the accounting code relating to that
di sbursenment, and 132 is the front and back of the Treasury

check Ms. Hernman showed.
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For the probate exanple, we would offer supporting
docunents of Defendants' Exhibit 140, which is the estate folder
that contai ned the probate decisions and other information
concerning the settlenent of that estate, Defendants' Exhibit
141, the probate work file, and Defendants' Exhibit 142 is a
journal voucher relating to that distribution fromthe estate.

Exanple 5, our | ast exanple, the farmand pasture exanpl e,
we woul d of fer Defendants' Exhibit 133 and 134. 133 is a | ease
wor ksheet and 134 are the |ease files containing the | ease, a
joint voucher -- a journal voucher and a bill for collection
Wi th respect to the receipt of income for that pasture rental

That is the supporting docunentation with respect to the
five exanples, Your Honor, and we would offer that for adm ssion
i nto evidence.

THE COURT: Al right. 1It'll be received.

(Def endant Exhi bit Nos.
125-128, 130-134, 140-143,
145, 146 received.)

MR. QUINN:  Thank you, Your Honor. | would also like
to offer at this tine the exenplar HSAs. W didn't review t hem
all here in court this afternoon, but there is an associ ated HSA
draft that Ms. Herman has prepared.

That includes Defendant's Exhibit 115, which is the first
exanpl e of the range, Defendants' 113 -- | don't have the

Preckw nkel exanple. One nonent, please, Your Honor. The first
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di sbursenment exanpl e, our second exanple this afternoon,
Defendant's Exhibit 116 is the HSA for that distribution --
associ ated with that distribution. And Exhibit 113 is the
second distribution exanple, the one with the Treasury check.

Exanpl e 4, the probate exanple, the associated -- there are
two historical statenments of account, one for the estate, which
i s Defendants' Exhibit 117, and one for one of the three heirs,
which is Defendants' Exhibit 1109.

The fifth exanple, the Rackum historical statenment of
account is Defendants' Exhibit 113. W would offer those into
evi dence as well, Your Honor.

THE COURT: 113, you sai d?

MR. QUI NN  Yes.

THE COURT: You already gave ne 113.

MR. QU NN Maybe -- | started | guess with the | ast
exanple. Let ne just doubl e-check.

|"msorry, | msspoke. 114 is the Rackum exhibit, the |ast
exanpl e HSA.

THE COURT: Al right. They'Il all be received.
(Def endant Exhi bit Nos.
113-117, 119 received.)
MR. QU NN. Thank you, Your Honor. One |ast part on
this. M. Herman has gone through and created screen captures
of this exercise, taking step by step as best she could of

exactly what her presentation would be here today. She did that
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over the course of the sunmer, and we had conpil ed those screen
captures for each exanple and woul d offer those into evidence as
well to support the denonstration that was testified to here
t oday.

THE COURT: Wat's the exhibit nunber?

MR. QU NN Defendants' Exhibit 107 is exanple 1.
Def endants' Exhibit 103, exanple 2. Defendants' Exhibit 104 is
exanpl e 3. Defendants' Exhibit 106 relates to exanple 4. And
Defendants' Exhibit 105 relates to the | ast exanple. W would
offer that into evidence as well, Your Honor.

THE COURT: Al right. They will be received.

(Def endant Exhi bit Nos.
103- 107 received.)

MR. QUINN:  Thank you.
BY MR. QUI NN:
Q Ms. Herman, | think on Thursday -- turn off your screen if
you want to. You testified in the course of doing your
reconciliation denonstrations that you refer to the historica
statenment of account, and we had the explanation of codes for
the draft statenents of account that you referred to, and I
t hi nk you nmentioned sonething as a historical statenent package.
A Yes, | did.
Q Descri be what you nean by that.
A The package is still in draft form but right now the

drafts that have been created are a transmttal letter, a
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statenment of work perfornmed, a ®A brochure, the historica
statenent, and the statement of known differences.

Q Ckay. |Is there a reference to what would be in that
package as part of the adm nistrative record, do you know?

A | believe it's outlined in the accounting standards nanual .
Q Thi s i ndexes docunent AR-008 as part of the adm nistrative
record, and that's part of the accounting standards manual ,
correct?

A. Yes, it is.

Q This is page Il1-i, entitled "lIll, Reconciliation
Procedures.” M. Hernman, you' ve seen this before?

A Yes, | have.

Q Descri be what this part of the manual is explaining.

A It's contenplated that the historical statenent packages,
as | nentioned, wll include the historical statenent of

account, which as you saw in our exanple has the statenent of
known differences attached to it, and explanation -- transmttal
letter that explains why you' ve received this statenent. The
statenent of limtations that it's referring to here would

i nclude the summary of the work that was perforned. And then a
guestion and answer brochure for the account hol der

Q What's a statenent of limtations? Wat's that?

A It explains any issues that were encountered during the
course of the reconciliation process, the testing work that was

done, things of that nature
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Q Ckay. |Is there an explanation -- do you know whet her
Interior intends to deliver an explanation of the historical
statenment of account with respect to whether there may be
addi ti onal changes to that account?

A That's ny under st andi ng, yes.

Q What m ght those | ater changes be?

A For instance, if there are funds that are sitting in a
speci al deposit account that have not yet been distributed, that
woul d be a current accounting posting, not sonething that would
show up on the HSA.

Q Coul d there al so be changes relating to further sanpling of
t he popul ati on?

A That's possi bl e, yes.

Q Ms. Herman, at what point are you aware that the -- in the
devel opnent is the statenent of limtations that's referred to
in the accounting standards manual ?

A There would nost |likely be a different statenment for the

j udgnment and per capita accounts than for the |and-based
accounts, because they're very different types of incone.

Q But the | and-based account statenent, at what stage of
devel opnent is that?

A It's been drafted.

Q What's it based on?

A The work that's been perfornmed to date.

Q

But the statenent of l[imtations, is there any reference
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back to a prior docunent?

A |"msorry, | don't understand.

Q Was there sone original source docunent that the statenent
of limtations, statenment of accounting limtations, Interior's
| ooked to as a starting point for drafting that statenent?

A Yes. W started with the statenent that was included in
the judgnent and per capita account statenent, the interest
conponent of it.

Q Ckay.

MR. QU NN Your Honor, in the course -- this hasn't
been marked in an exhibit, but in the course of the pleading
subm ssions to the Court, as you know, there have been per
capita and judgnent account statenents prepared and submtted to
the Court for consideration and distribution. This is one of
t hose subm ssions, the fifth subm ssion in docket 3288. Wthin
here 1'd like to show the witness attachnment 10, which is the
statenent of limtations for the per capita accounts, for
pur poses of di scussi on.

THE COURT: Al right.

MR. QU NN If we could go to that page.

BY MR. QUI NN:

Q For the record purposes, this is a docunent attached as
attachnment 10 to docunent 3288 of the case docket, filed January
26, 2007. It's entitled "Statenent of Accounting Limtations."

Do you see that, Ms. Hernman?

Bryan A. Wayne, RPR, CRR

PDF created with pdfFactory Pro trial version witW/ SiftactBHf.bolfTPor t ef



http://www.pdffactory.com

N

o u A W

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

25

648

A Yes, | do.

Q Do you recogni ze that as one of the docunents that has been
considered in preparing the | and-based statenent of accounting
[imtations?

A Based on what | can see on the screen, it looks like this
is referring to interest recal cul ati on issues.

Q Ckay. Wuld that be one of the things that would be
addressed in the | and-based?

A Yes, it is.

Q And this is a further discussion of the interest aspect of
limtations for per capita purposes?

A Yes. | don't recall this last conponent of it.

Q Ckay. But the | and-based statenent of accounting
limtations would be part of the historical accounting package?
A Yes, it woul d.

Q And along with a question and answer sheet?

A Yes.

Q | believe you testified -- change subjects slightly -- to
the issue of through-put. Through-put in a slightly different
way than we tal ked about it up to this point today. Have you
participated -- | think you testified that you had, on Thursday,
involved in assisting the Departnment of Interior with
determining the total anmount of dollars that have gone through
the I Mtrust systemover the course of the years?

A. Yes, | have.
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Q What did you do as part of any kind of through-put

anal ysi s?

A Qur firmaggregated the results of the anal yses from ot her
firms, and also perfornmed the 1986 t hrough 2005 anal ysis, as
wel | as taking the revenue conponent of the analysis and
breaking it into nore discrete buckets, so other revenue,
interest, Osage Quarterly Annuity, et cetera.

Q When did you first becone involved in working on any nunber
that concerns total dollar value of dollars that have gone

t hrough the II M system over tinme?

A The first time | evaluated anything |ike that was in August
of 1998.

Q Ckay. And are you aware of an estimate that was prepared

for use -- for provision to Congress?
Yes, | am
Q In or around 20027?
A Yes.
Q What do you recall that dollar nunber?
A | believe it was approximtely 13 billion.
Q D d you have any involvenent in hel ping cone to that rough

esti mat e?

A. No, | did not.

Q Have you had i nvolvenent in preparing any refinenent to
t hat nunmber or further analysis of the $13 billion estimte from
2002?
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A Yes, | have.

Q Coul d you describe for the Court what you' ve done?

A W extended the estimate to 2005. W segregated the
estimate into nore discrete revenue buckets, and we al so used
the result of our transaction mapping up and through that point
intime to renove sone of the additional double counting.

Q When you say you tried to break it into nore discrete
buckets, what nore specifically were you doi ng?

A We segregated the credits into the systeminto an interest
bucket, an Osage Quarterly Annuity bucket, a tribal I1M bucket,

a judgnment and per capita bucket, and an other receipts bucket.

Q March 25, 2007 nenorandum Have you seen this docunent
bef ore?
A Yes, | have.

Q Can you identify what it is for the Court?

A It's a transmttal from Bert Edwards, OHTA s execute
director, to the Ofice of Special Trustee.

Q And can you scroll down, please. And the topic of this
menor andum concer ns what ?

A The $13 billion revenue estimte project.

Q And you were involved in that project?

A Yes, | was.

Q This is AR 171, the color version. The admnistrative
record as filed with the court originally, AR 171 had a bl ack

and white copy of the nenorandumwi th a black and white table.
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This is the colorized version. Can you identify what that is
for the record, Ms. Hernman?
A It's the col or-coded version of the revenue estimte that
we prepared.
Q That FTI prepared?
A Yes.
Q And it's brightly colored. Wo selected the col ors?

THE COURT: Don't answer. Next question.
BY MR. QUI NN:
Q What do the colors represent?
A This was really neant to be used for conversation purposes,
to assist the user in determ ning where the nunbers had been
pul | ed from because, as you can see, there are quite a few
colors in the chart. W had to turn to many different places to
find this information.
Q Ckay. And that has to do with because of the tinme period
you're covering here?
A Yes. There are different systens that were in place over
tinme and different firnms that assisted in pulling these nunbers
t oget her.
Q kay. Could we zoomin on the header so we can see what
the colums represent? Walk us through the chart what the
information is that's represented here.
A The first colum represents the fiscal year. The second,

t he bal ance at the beginning of the fiscal year. The third --
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1 Q And that's bal ance based on -- bal ance of what?

2 A The bal ance in the trust fund.

3 Q Overal |l ?

4 A In the IIMfund, yes. The third is the interest revenue in
5 that particular fiscal year. The fourth would be the OGsage

6 Quarterly Annuity revenue that cane into the IIMtrust.

7 Q Okay. We'll talk about that nore in a mnute.

8 A The fourth is the judgnent and per capita revenue. The

9 fifth is the tribal IIMrevenue. The sixth is other receipts.

10 Q Okay. Now, what is --

11 THE COURT: M. Quinn, | msunderstood where you were
12 with this witness. | thought you were about ready to wap it
13 up, but it looks like you' re getting into a whole new area.

14 MR. QUI NN Yes, Your Honor.

15 THE COURT: It's tine for our md-afternoon break, so
16 we'll be in recess.

17 MR. QU NN That's fine, Your Honor. Thank you.

18 (Recess from3:16 p.m to 3:36 p.m)

19 MR. QUINN:  Your Honor, before we continue with

20 Ms. Herman's testinony on her work on through-put, one nore

21 followup with respect to the account reconciliation testinony,
22 and two nore exhibits to nove into evidence if | could.

23 Def endants' Exhibit 109 is the explanation table of the
24 HSA, expl ai ning what the different nunbered contents were. It's
25 a table Ms. Herman had participated in preparing. And Defense
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Exhibit 120 is the explanation of the known differences, giving
an associ ated nunber down the |eft-hand side of the page,
expl ai ni ng what each conponent of that table explained --
cont ai ned.
| would like to nove Defendants' Exhibit 109 and 120 into
evidence as well as all the other account reconciliation
exhi bi ts.
THE COURT: Al right. They'll be received.
(Def endant Exhibit Nos. 109
and 120 received into
evi dence.)
MR. QUINN:  Thank you, Your Honor. At the break,
Ms. Herman al so requested whet her she coul d have a paper copy of
the color table. She was having difficulty reading it on the
screen. May | approach, Your Honor?
THE COURT: O course.
MR. QU NN Al so, Your Honor, for the Court's use, we
have burned to CD a copy of the color version, the
adm ni strative record 171, which is the chart that's up on the
screen now.
THE COURT: Hand it to M. Richburg, if you wil.
Thank you.
BY MR. QUI NN:
Q Ckay. W have up here the table fromthe | ast page of --

the attachnent page of AR-171. |If you could scroll up just a

Bryan A. Wayne, RPR, CRR

PDF created with pdfFactory Pro trial version witW/ SiftactBHf.bolfTPor t ef



http://www.pdffactory.com

N

o o A~ W

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

25

654

bit so we can see where we are on the page.

Coul d you describe -- and scroll to the left alittle bit
so we can pick up where we started here. And the collections,
all the way over to the left, please.

Ms. Herman, just before our afternoon break you were
descri bing what the representations were for each col um,
bal ance at the beginning of the year, interest, C being the
Osage Quarterly Annuity, judgnent and per capita, E being tribal
1M and then we have other receipts. Wuat's contained in the
ot her receipts colum? What does that represent?

A The bal ance of the funds collected into the trust in that
particular fiscal year.

Q Soif it's not tribal IIM-- and we'll cone back to discuss
that in nore detail -- or judgnment per capita incone, or GCsage
Quarterly Annuity or interest, it falls into that category?

A Yes. And as you can see in the judgnent per capita col um,
for those earlier years we weren't able to segregate that noney,
so that would al so be included in other receipts in those
particul ar years.

Q kay. So in the earlier years that's why that colum Dis

bl ank?
A That's correct.
Q If we could nove over to colum G through K, get an

overvi ew of what this docunent contains. Gis entitled

"Di sbursenents."” VWhat does that reflect?
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A Di sbursenents made fromthe trust in that fiscal year.

Q And what information is that based on? In the yellow code,
what does that nmean?

A You can see that that information varies over tinme, but the
yellowis fromthe finance system

Q W'l | cone back nore specifically to the source materi al
But the H colum next to it, balance per system what does that
represent?

A The bal ance at the end of that period within the accounting
system So we had the first colum, A was at the begi nning of
the period, and colum His at the end of the period.

Q And after H, the next colum is |, adjustnment. What does
that represent?

A |f you were to add the collection nunbers, so colums B

t hrough F, and subtract the disbursenent nunber, it should tie
to the balance at the end of the year, and that's represented
in -- colum Hrepresents the math that | just discussed. And
the difference between colum H and J is the adjustnment nunber.
So colum H represents the sumagain of colums B, C, D, E, F.
Q Coul d we zoom back out a bit? |'msorry, can you explain

t hat agai n?

Perhaps if you | ook on the page 2 of the chart.

Q Ckay.
A. At the bottom You can see colum H.
Q Ckay.
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THE COURT: Have you got anot her paper copy of that?

MR. QU NN | do, Your Honor. It doesn't have the
entire neno, but it's the chart we're discussing.

(Chart tendered to the Court.)

MR. QU NN: | don't believe | have the codes though

THE WTNESS: So colum H, and this is indicated on
page 2 in the color legend, is if you add the nunbers goi ng
across the page, it suns to colum H  The difference between
colum H and columm J is the adjustnent nunber.
BY MR. QUI NN:
Q Ckay. So the adjustnent nunber is just a mathemati cal
result.
A Yes, it is.
Q Okay. And the J, the balance at the end of the year
represents what?
A The bal ance at the end of the year in the system and you
can see again that this has been pulled fromdifferent sources
over tine.
Q And that's based on -- if you can quickly determ ne that by
| ooki ng at the nunber of colors that are going down the col um?
A Yes, | did.
Q Ckay. And colum K, bal ance end of year, report to
Congress, what does that colum represent?
A That's what was represented in | believe the 2002 plan to

Congr ess.
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Q Ckay. Let's go back to the first columm and zoomin just a
bit. I still want to see nost of the chart. | just want to
get -- thank you.

Let's go over the sources of information that were used and
how they're reflected in this chart. Can you explain overal
what sources of information you're pulling fromto do the
cal cul ati on?
A As you can see by the colors, there were quite a few
different sources that we referenced in pulling this information
together. 1In the earlier years, NORC, the statistician firm
enpl oyed by OHTA, cane up with an estinmate of total receipts
from 1909 to 1933, and then again from 1934 to 1971
Q So that's what's represented in that top bl ock of
i nformati on goi ng across the row?
A Yes, it is.
Q Ckay.

A. And then --

Q But in colum C, it's kind of a tan, orangey color, and
purple. Is that a different source?
A NCRC provided a total estimate, and we had i nformation on

the Osage Quarterly Annuity paynents from another source, so the
di fference between their total estimate and the anount that was
in the Gsage Quarterly Annuity and tribal IIMis what's
reflected in other receipts.

Q What was the other source of the information that you had?
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A We had listings of what the Osage Quarterly Annuity paynent
had been from 1909 through, | believe at this point, 2005.

Q Wiy is the OGsage Quarterly Annuity of interest with respect
to these estimations?

A It's a fixed dollar anount based on the share that a given
i ndi vi dual owned, and some of that came into the IIMtrust and

sone of it was paid directly.

Q I f we back up just a bit nore. What is this income com ng
fron?
A |"msorry. It's primarily based on oil and gas revenue.

Q And this is oil and gas revenue conmng to the tribe or
comng to Departnent of Interior?
A It's noney that's earned by the tribe, and they pay that
noney out to the nenbers of the tribe in a quarterly annuity
paynment .
Q So the quarterly annuity is based on tribal income?
A Yes, it is.
Q And it's not based on allotted land. |Is that your
under st andi ng?
A The mneral rights for the |and are owned by the tribe. |
don't know if the surface rights are or not.
Q But these paynents are fromthe tribal revenue.
A Yes.

THE COURT: |'mnot sure | understood the question.

Do these Osage Quarterly Annuity paynents pass through Bl A or
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Treasury at all?

THE WTNESS: They are credited into the tribal trust,
not into the individual trust initially.

THE COURT: They're credited into the tribal trust.

So the noney is collected by the governnent and paid out to the
tribe?

THE WTNESS: |'ve only | ooked at the disbursenents
fromthe tribal trust, Your Honor, not the initial collections
into the trust.

THE COURT: Cxay.

BY MR. QUI NN:

Q Coul d you descri be what you' ve seen or observed with
respect to the disbursenents? Maybe that will help.

A There's a transfer fromthe tribal trust account to the

i ndi vidual trust for sonme conponent of that noney, and typically
that's for mnors and adults who are deened to be inconpetent.

Q It's simlar to per capita accounts?

A Yes.

Q So that noney shows up in the totals for the trust
information over tinme? 1s that why it's here?

A Yes, it does. |It's one of the conponents.

Q Ckay. If we could go to -- skip over to colum E, the
tribal 1M Could you describe for the Court what those dollars
represent, what kind of transactions those are?

A. Over tine, there have been tribal nonies within the I M
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system Sonetines it's because the tribe and individuals own
shares of the sane allotnment. Sonetines it's been a result of
the tribe using an Il Maccount simlar to a checking account.
Sonetinmes it's been per capita noney that the tribe has
transferred into the II M system

Q kay. So these are not -- this is in the first instance
tribal noney?

A Yes, it is.

Q That just happens to be in the II Msystem

A That's correct.

Q And you have various sources for these estimates for the
tribal 1IM Could you go through a description over tinme, where

the estinmate nunbers are sourced fronf

A In the earlier years, Mirgan Angel provided an estimate to
us of how much of total -- sorry.
Q | want to break this down. Who is Morgan Angel ?

A Morgan Angel's one of the historian firnms enployed by OHTA
Q And t hey' ve been studying the history of these kinds of
transacti ons?
A Yes, they have.
Q Go ahead and descri be the sources.
A So Morgan Angel --

MR. SMTH.  (bject on grounds of hearsay. She's
reporting what another expert said and that expert is going to

testify in this case.
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THE COURT:  Sust ai ned.

MR. QUINN:  Your Honor, we're not offering this at
this noment for the truth of the matter asserted. W're
offering it to show the source of where the information cones
fromthat's represented in this table.

BY MR. QUI NN:

Q But Ms. Hernman, you have one source comng frominformation
froma historian. Wich part of the IIMcalculation is that,
for tribal?

A The purple and green.

Q Ckay. And what's the difference between the purple and
green to your know edge?

A The total, as | nentioned, for the purple was provided by
NORC.

MR. SMTH  (bjection again to anything provided by
soneone el se.

THE COURT: Well, | think this witness is just giving
us an overview, and if she's not vouching for the accuracy of
t hese nunbers, but only sayi ng where she understands it cane
from that's all right. A lowed. Go ahead.

MR. QUINN:  Thank you, Your Honor.

BY MR. QUI NN:
Q So the green period covers into about 1985?
A That's correct.

Q And from'87 to about '97, you have anot her source
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apparently.

A '86 forward, the orange represents the | RVS data.

Q And that's the sane data set you' ve been anal yzi ng as part
of the DCV?

A Yes, it is.

Q And then after -- where are we, '97 or so, | see another
color block. Wat are the sources in the |later years?

A In "98, '99 and 2000, both the IRM5 and TFAS systens were
both in use, and that's the light pink color. And the dark pink
color is when only TFAS was in use, from 2000 forward.

Q The ot her receipts category, the next colum over, F, is

that a sinple mathematical conputation or you source that

information referencing other information -- other docunent
sources?
A Those years we have audited fund | evel bal ances, and so the

other receipts colum is the difference between the colums that
you see to your left and the audited anount.

Q Okay. And where does the audited anount show up on here?
You have the audited anount --

A The yellow colum is the difference between the total
audited anmount, and if you flip to the second page of the

spreadsheet, you can see that it's the audited Il M m nus col ums

C, D and E.
Q " msorry.
A The light yell ow shaded color is the audited anmount |ess
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colums C, D and E, which is the Osage Quarterly Annuity
judgnment per cap in tribal IIM
Q About when was this table prepared?
A We prepared the initial table in June 2006, and then we
updated it in March 2007.
Q What does this indicate with respect to the $13 billion
estimte? How does it relate to that?
A This is sonewhat | arger because it goes later in tine.
Q So is that why the last colum ends in 2001 or so, and the
ot her colums go all the way through 20057
A That's correct.
Q Did you prepare any summaries at all of these cal cul ations
for Interior's use as part of its analysis of through-put?
A Sone of these nunbers | conputed, and | al so prepared a
summary that went with this color chart that we're taking a | ook
at .
Q Ckay. Could we put up 172. I'msorry. Go to the next
slide.

| put up a docunent that's part of the admnistrative
record, AR-176. And could we zoomin on the Bates nunber on the
lower left. Yeah. That begins at DOO HTA-WDC 56-7-1. Could
you identify that docunent for the record?
A This is the estimate that we put together in June 2006.
Q Okay. This is your work product?

A. Yes, it is.
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Q Coul d you go to the next page. |Is that your signhature on
t he enclosed letter?
A Yes, it is.
Q VWhat does this report contain?
A This report contained the summary schedule, | believe at
that point it only went through 2001, and all of the supporting
schedul es that we used to create that summary schedul e.
Q Summary schedul e with respect to what?
A Simlar to the one that we're | ooking at in the courtroom
Q The color chart? Simlar to the color chart?
A Yes.
Q And that's -- can you go back to the cover, please. 1In the
admni strative record, index at 176. Could we put up 172 now.
Showi ng on the screen AR-172, part of the admnistrative record,
could we go to the Bates nunber, the bottomof the | eft page.
This is, the last digits of the nunber, 56-3-1.

Ms. Herman, could you identify what this docunent is for
t he record?
This is an e-mail fromne to Dr. Haspel.
And what information are you conveying in that letter?
This was just a --

O e-mil.

> O >» O >

This was just a summary of how we had conputed different
colums in this chart.

Q So you're explaining basically the calculations that are
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represented in the chart we've been | ooking at?

A Yes.

Q Going through this, you' re -- under the headi ng Gsage
Quarterly Annuity paynents, 497 mllion, the bullet points bel ow
that reflect what?

A The different itens that we used for those different tine
frames to conpute that nunber.

Q And the next item tribal IIMof 1 billion 565.7 mllion
what are the sources there?

A For the period 1909 through 1933, we didn't have a source.
For 1933 to 1986, Morgan Angel indicated that 15 percent of

ot her recei pts would be reasonabl e, and for 1987 through 2001
we used the IRM5 and TFAS dat a.

Q And then the | ast category, interest and judgnent per
capita and other receipts all summed together. The interest is
826.6 mllion based on your conputation?

A Yes.

Q And that's based on sources com ng from where?

A As you'll see in the earlier years, we didn't break out
interest from 1909 through 1971. From 1972 through 1985, we had
i nvestment reports that Morgan Angel had identified. From 1985
t hrough 1997, we used the IRV5 and TFAS data, and from 1998

t hrough 2001, auditor reports.

Q For the judgnent per capita nunber, 189.3 mllion, what

were the sources of information you used?
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A We didn't break out those nunbers for earlier years, from
1909 t hrough 1985, and we used the I RM5 and TFAS data to do so
from 1985 t hrough 2001.

Q And the earlier years that -- the information at that point
you don't have available to you, is that what it is?

A The information's available electronically but not on a
di screte enough level to segregate the judgnent per cap noney.
Q To specifically identify that type, is that what you're
sayi ng?

A Yes.

Q And for other receipts of 10 billion, 380 mllion and 6
what are the sources of information you were using for that
nunber ?

A From 1909 to 1971, NORC had estimated the total nunber of
collections. For 1972 through 1985 we used the finance system
which is here represented as G.DL.

Q Can you describe that? Wat's the finance systenf?

A The finance systemis the general | edger systemthat

I nterior used.

Q And that had bal ance information in there, or receipt

i nformation?

A It has balance information, but it also has detail

i nformation.

Q Detail -- can you describe what detail it contains?

A It contains specific transactions for the tribes, but it
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contai ns aggregate transactions for the IIMtrust.

Q And from'86 to '97, you're using the | RVM6 and TFAS dat a?
A That's correct.

Q And then referring to -- in '98 to 2001, you're doing what?
A Audit reports.

Q So if you were to make -- wanted to nmake an adjustnent to
the 13 billion estimate, refine it to take out anything

determ ned to be not part, really part of the IIMtrust, you'd
go through sone process like this to quantify that conponent?

A That's correct.

Q So if you were to use the tribal Il Mnunbers that you
estimated, what did that total out to be?

A | would use the current schedul e, the March 2007 schedul e.
Q Wher e does that appear?

A In the purple chart.

Q Ckay. Can we put the chart back up?

A It's in the other exhibit. 171. So the 1.5 billion nunber
at the bottom

Q Yeah, on the bottom thank you. That's the -- we're
pointing there -- the pointer's at the 1.5 --

A Exactly.

Q Soit's 1 billion 513,000 was the nunber you were working
with here with respect to a tribal 11Mnunber that had gone into
the I Mtrust system

A. Yes.
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Q So if you were doing math and taking $13 billion estimte
and were to back out that nunber, the tribal 1IM nunber, you'd
get to the answer in terns of what the net anount woul d be for

I Mtrust noney through-put, mnus this tribal IIM Is that it?
A Yes, but you'd have to increase the 13 billion, as this
chart goes through 2005.

Q Because that 13 billion report to Congress was into 2002

A 2001, | believe.

Q Right. The report was 2002. \What other things in your
experience in |l ooking at the data in the system have cone into
the I Mtrust systemthat probably nost people would not view as
a receipt for Il Mbeneficiaries?

A Over tine we -- in the special deposit accounts, bid
deposits have been placed into those accounts which are not
funds due to Il Maccount holders. And as | nentioned,
occasionally there's tribal nonies that go into sone of these
speci al deposit accounts as wel|.

Q The bid deposits, can you explain how that occurs, based on
your experience |ooking at the data?

A Wen a | essee starts a new | ease, sonetines the Bureau
requires a bid to be put down when they're advertising the

| ease, and those nonies go into the IIMsystem Sonetimnmes

they' re bonds that are put into the Il Msystemto guarantee that
the lessee is going to pay the nonies due. And if the |essee

finishes the | ease successfully and there are no other issues,
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those nonies are returned to themat the end of the |ease.
Q Ckay. So an unsuccessful bidder woul d get his noney back.
A That's correct.
Q And it wouldn't go into an Il M beneficiary's account.
A That's correct.

MR. QU NN. My | have one nonent, Your Honor?

Thank you, Your Honor. | have no nore questions of this

W t ness.

THE COURT: kay. M. Smth.

MR. SMTH: Good afternoon, Your Honor.

THE COURT: (Good afternoon.

CROSS- EXAM NATI ON

BY MR. SM TH:.

Q Good afternoon, Ms. Hernman.

A Good afternoon.
Q | want to |l ook at an exhibit you | ooked at earlier this
afternoon. |If we could | ook at Defendants' Exhibit 158, please.

"' msorry, 158-158.

| want to nmake sure | understand this docunent, Ms. Hernan.
You were | ooking at that tinme, trying to figure out why there
was nore than one person having an account nane on an account;
is that correct?
A Trying to determ ne who was the appropriate nanme on the
account, yes.

Q Because we were dealing with Beverly Piper and then it
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changed to Thomas Pi per.

A That's correct.

Q In | ooking up at the shaded area on the right-hand corner
under first date and | ast date, can you tell nme why Beverly
Piper's listed as only being the owner of the account for a day,
Cct ober 7?2

A That's the -- as | nentioned, we aggregated all of the
names together, and sone of those were found in the transaction
file and sonme in the master file. So that would tell ne that
her name was associated with the transaction on October 7, 1992.
Q Ckay. | understand. So you went back and wanted to try to
find docunentation as to why it was changed to Thomas Piper. |Is

that correct?

A Whet her or not Beverly had been on the account incorrectly,
exactly.

Q Okay. And you | ooked at Defendants' Exhibit 158-159.

A |"msorry. |Is that the page that |I'm | ooking at?

Q 158-159. And you found the Il A change order?

A This is one of the docunents we | ooked at, yes.

Q And it has the nanme changed from Beverly Piper to Thomas

Pi per in Cctober 1992; is that correct?

A That's correct.

Q And that was signed off by the superintendent on Cctober 5,
1992?

A. That's correct.
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Q And it indicates he has a date of birth of June 25, 1979
is that correct?
A. That's correct.

Q So this docunent was changed to hi m when he was 13 years

ol d?
A "' msorry?
Q He was born in 1979. The change was nmade from Beverly to

Thomas in 19927

Yes, it was. On Cctober 7.

So he was 13 or 14 years ol d?

Yes.

And you understand Beverly was his nother?

Yes.

Ckay. And then you | ooked at Defendants' Exhibit 158-1607

Yes.

o >» O » O > O

And this was the supporting docunentation for that change;
is that correct?

A No. This is a separate letter that was sent in. These
were found at different places within that file,.

Q Okay. So this docunent does not necessarily justify the
change on Cctober 1992; is that correct?

A This is just another note found within the jacket file.
They weren't attached to one anot her.

Q Ckay. So ny question is does this docunent 158-160, was

this intended to support the change on Cct ober 1992?
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A This from our perspective was intended to clarify why her
name was on the account in the first place.
Q Ckay. And in fact, that letter, 158-160, is dated August

1, 1996; is that correct?

A It is, and has a receipt date in August of 1997.

Q Do you know why it was witten but not received for a year
| ater?

A | do not.

MR. QUINN: (bjection, Your Honor. Assunes facts not
i n evidence.

THE COURT: It assunes sonething that's on that stanp.
"1l overrule the objection
BY MR. SM TH:.
Q So his letter is dated August 1, 1996. It's stanped Wnd
Ri ver Agency August 11, 1997; is that correct?
A Yes. That's howit's stanped.
Q Was anything done to verify the signature of Thomas Pi per?
A No.
Q So you didn't | ook at any signature verification cards,
anything else to determne if that was his correct signature; is
that correct?
A No, | did not.
Q Ckay. Can you tell nme why the change was nmade in 1992 to
t he name of Thomas Piper from his nother when he was only 13

years ol d?
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A The account still belonged to Thomas. It didn't nean that
t hey were nmaki ng di sbursenents to himat that point in tine.

Q Was anything done to verify that in fact the di sbursenents
were nade to the proper person when he was 13 years ol d?

A That's not a conponent of this test.

Q So it's not a conponent of the test to determne that the
paynents are nmade to the correct person?

A That wasn't the goal of this test.

Q Now, this is part of your data conpl eteness test, and not
part of your account reconciliation tool process; is that
correct?

A That's correct.

Q And you indicated you had a team of people who woul d | ook
at these docunents and determne if the supporting docunentation
was sufficient as part of your conpl eteness test.

A | think that we need to clarify what sufficient is. 1In
this test we're trying to determ ne who was the appropriate
owner of this account, so there's not sonmething in the
accounting standards nmanual that's going to lay that out.

Q So tell me, who are the people who determ ned whether this
particul ar docunment was sufficient to support that transaction?
A There are many people on our staff that review those
docunents.

Q And are these the people down at Lenexa?

A ' msorry?
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Q Are they the people down at Lenexa?

A No. These are people on our staff, not the people who are
searching for the docunents.

Q So when they're sent out from Lenexa, sonmeone on your staff
in Los Angel es reviews the transaction?

A Revi ews t he docunents.

Q Ckay. And how many people do you have that do that, who
revi ew t he docunents?

A As | mentioned, that varies over tine.

Q More than 107?

A It depends on the point in time, but yes, our staff has
ranged anywhere from 10 to 45 people at a given point.

Q That just are involved in the review of docunents for the
data conpl etion anal ysis?

A The staff is broken up anong the various data conpl eteness
tests that we're performing. | couldn't tell you exactly how
many were working on that specific test.

Q And how many people working on this particular test, the
data conpl eteness test, are accountants?

A They all have business or accounting degrees. | would have
to look to see specifically who worked on that test.

Q Okay. How many of them are certified public accountants,
do you know?

A | don't know off the top of ny head, no.

Q Sonme of themare not certified public accountants; is that
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correct?

A That's correct.

Q O the ones who were review ng docunents as part of your
data conpl et eness anal ysis, do you know how many of them were
certified public accountants?

A | woul d have to check ny records.

Q Was it the majority of then?

A No. It was a percentage of them but |I don't know how
many.

Q So |l ess than half of thenf

A Sir, as | nmentioned, |I'd have to check ny records.

Q But you can't tell if it was nore than half or less than
hal f of the people who had accounting backgrounds?

A Qur staff changes over tine, so, no, | can't tell you that
wi t hout checking ny records.

Q But sone of the docunents that would -- sone of these
transacti onal docunents that woul d be revi ewed woul d be peopl e
who are not |icensed as accountants; is that fair?

A That's correct.

Q Who woul d review their work?

A We have a staff of people who would review work.

Q Okay. And does that staff consist of accountants, |icensed
account ant s?

A Yes, it does.

Q And is everybody on that staff -- part of that staff that
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reviews the docunentation, are they all |icensed accountants?

A No, they are not.

Q Do you know how nmany of those are |icensed accountants?

A As | nentioned, our staff has changed over tine, so |

couldn't tell you over the course of the entire project how many

were certified public accountants and how many weren't.

Q So it's possible that on any given transacti on you can have

a nonaccountant do the initial review and a nonaccountant do the

secondary revi ew?

A O the data conpl et eness work, yes.

Q Ckay. If we could | ook at the accounting standards manual ,

44-1-9. Ms. Herman, are you famliar wth this docunent?

A | am

Q And if we could blow up the highlighted | anguage, pl ease
This docunent states that "To hel p determ ne sufficiency of

t he docunents used, the accounting teans should consider the

nature of the evidence. Although the historical accounting is

not an audit engagenent, the Anerican Institute of Certified

Public Accountants (Al CPA) statenent of auditing standards No.

31 (AU 326) should be considered. In the case of a financial

statenent audit, the auditor obtains evidence to support

financi al statenent assertions, the neasure of validity of such

evidence for audit purposes lies in the judgnment of the

auditor."

Now, this comes fromthe accounting standards manual
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correct?
A It does.
Q But you do not use the same standard on your review of

docunents in the data conpletion analysis; is that correct?

A This is referring to the reconciliation of transactions.
This isn't referring to the data conpl et eness test.

Q And ny question is you do not use this sane standard when
you' re doi ng your data conpletion analysis; is that correct?

A | don't believe |I understand your question

Q For the accounting reconciliation, you require that

i censed accountants review the transactions and nake judgnents.
A Vell, for instance, sir, the docunents you just showed ne
aren't financial docunents. |It's correspondence. So those
docunments woul dn't even be found within this nanual

Q But for determ ning whether the docunentation is sufficient
for a particular transaction, to justify a transaction, as part
of your data conpl eteness test, you do not use |licensed
accountants to nake that review or nmake that judgnent?

A We aren't determning the sufficiency of the transaction
we're | ooking at an account, in this first instance that we

| ooked at, and we're determ ning who's the owner of that
account. It's a different conparison that you're trying to

dr aw.

Q Okay. Ms. Herman, you have been working on Cobell-rel ated

matters for about 10 years; is that correct?
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Yes, it is.
You began with Arthur Andersen back in 19957

| did.

o > O »F

And | believe you testified you becane involved in

Cobell -related matters in 1997; is that correct?

A | did.

Q And that was while you were with Arthur Andersen?

A Yes, it was.

Q And as you indicated to the Court, you do not have a degree

in accounting, are not |licensed as an accountant; is that

correct?
No, | am not.
Q Ckay. You received a BA degree?
A A BS.
Q |"msorry, a BS degree from University of California?
A Yes, at BerKkel ey.
Q And your experience over the past 10 years has been in data

managenent and analysis; is that correct?
A Yes, and anal yzi ng accounting records.

Q Ckay. And your work at Arthur Andersen ended, is it early

20007
2002.
Q 2002. And then you went to KPNG?
A Yes, our group was sold.
Q So basically you started doing the sanme thing at KPNG?
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A That's correct.

Q And wasn't |ong before you were sold again; is that
correct, or you transferred?

Qur group was sold, yes.

And that was to FTI?

That's correct.

And approxi mately when was that?

| believe it was Novenber of 2003.

Ckay. So you had a short stay at KPMNG?

That's correct.

o >» O >» O > O

So basically you' ve done the sane work for a ten-year
period for three different firns.

A That's correct.

Q Trying to get a handle on what exactly you' ve done over
this past 10 years. Wen you started with Arthur Andersen, or
actually two years after you started, you were assigned the
project of reviewing the | RVS database; is that correct?

A The 11 M conponent of that database, yes.

Q Ckay. And you were just trying to take a look at it, see
what was on there, see what wasn't on there; is that fair?

A Initially, we had to actually load the data into a server
and then conbine it all so we could anal yze what informati on had
been provi ded.

Q And sonetine after that you were provided the TFAS server

as well to look at; is that correct?
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Yes. TFAS started many years |ater.
About 1998?
Yes.

For the first transacti ons.

Correct. The first transactions were in Septenber 1998.

o >» O >» O P

And is it fair to say that the bul k of your work for Arthur
Ander sen and KPNG and your current enpl oyer has centered around
the I RVS and the TFAS dat abases?

A Yes, primarily.

Q Ckay. And nost recently that has been as part of your data
conpl etion or data validation project; is that correct?

A That's correct.

Q W& have been provided two reports that were prepared by FTI
regarding that project. The first one was in June of this year
and then there was the nost recent one, Septenber of this year,
and then you provided sonme new docunents this past weekend. Are
those the only docunents you have related to the data
conpl et eness test?

A No, they're not.

Q Ckay. Do you have other reports relating to that test?

Because | know you've worked on it for, what, four years now?

"' msorry?
Q You' ve worked on it for four years now?
A We started working on the test when CHTA was forned.
Q And when was that?
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1 A | believe it was July 2001.

2 Q Ckay. So you have other reports relating to your work.
3 A The first report that we issued was actually for the

4 Justice Departnent in 1997.

5 Q Ckay. And what other reports have been issued since that
6 tinme?

7 A We issued interimreports |ast year.

8 Q 20067

9 A Yes.

10 Q And what did the interimreport cover?

11 A It covered the Al aska region, the Pacific region, the

12 Western region, and the Northwest region. Qur work to date at
13 t hat point.

14 Q So were there any reports between 1997 and 20067

15 A |"msure we provided status reports, but not fornmal

16 reports, no.

17 Q And what are the difference between status reports and
18 formal reports?

19 A | meet with our contracting officer on a regul ar basis,
20 provi di ng them status of what we're doing, questions that we
21 have that we work through together. | don't recall issuing a
22 formal, |lengthy report, though.

23 Q And who were those -- were those status reports provided
24 outsi de of FTI?

25 A Yes.
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Who were they provided to?
To our contracting officer.
Ckay, and who was that?
Currently it's Keith Parsky.

And how | ong has M. Parsky been your contracting officer?

> O » O »>» O

| don't recall. W issue weekly reports on our status to
CHTA in general, but it's not in this format.

Q Do you al so provide reports to other contractors, |ike
NCORC, on the status of your work?

A We nmeet with NORC on a regular basis. | don't recall if we
i ssued any reports to NORC

Q Ckay. Because NORCis relying for their work on the work
that you do; is that correct?

A That's correct.

Q If we could | ook at Bates stanp No. 51-3-1 at -- are you
famliar with this docunent, a sanple design report prepared by
NORC regardi ng the Al aska regi on?

A |'ve seen several NORC reports. | don't believe I've

| ooked at this one.

Q Have you been involved in the sanpling for the Al aska
regi on?

A l"msorry, | don't know what you mean by that.

Q Have you been involved in any of the work regarding the

Al aska region at all?

A Yes. W perforned accounting-related work in the A aska
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region, and then obviously our data validation work.

Q Ckay. And you provided that data validation work to NORC?
A We provide OHTA with updates to the database on a quarterly
basis, and they would provide information to NORC.

Q Okay. Let's look at page 7 of this docunent. In the

hi ghl i ghted | anguage, it says "To define the account popul ation
of | and-based accounts, NORC was relying on the data validation
by FTI Consulting as of Decenber 2003." Do you see that?

A | do.

Q So woul d you provide CHTA a report in Decenber 2003 for
NOCRC to rely on for their sanpling work in Al aska?

A We provided data to OHTA. | don't believe we provided a
report.

Q Ckay. And what woul d that data consist of?

A That data woul d consist of the transactional infornmation
that we've discussed today and | ast week, the account-|evel

information, and a summary table, anong other things, of the

accounts that were in -- that we were anal yzi ng.

Q And woul d that be provided to themin an electronic format?
A Yes, it woul d.

Q And do you nmaintain those records?

A OHTA mai nt ai ns those records.

Q You don't keep those records yourself?

A | don't know if we have a copy of that database or not.

Q And if we could | ook at page 10 of the same docunent. It

Bryan A. Wayne, RPR, CRR

PDF created with pdfFactory Pro trial version witW/ SiftactBHf.bolfTPor t ef



http://www.pdffactory.com

N

o o A~ W

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

25

684

provides "A file of 1,954 high-dollar transactions, 233 of which
belong in the Al aska region, had been provided to NORC by FTI

Consulting, and that file was used to identify and renove these

transactions.” Do you see that?

A |"msorry, were identified to?

Q "Was used to identify and renove these transactions."”

A | don't know what it's referring to in ternms of renoving

transacti ons.

Q Ckay. Do you recall providing NORC as well a copy of your
hi gh-dol | ar transactions?

A We've provided OHTA, as | nentioned, many el ectronic

dat abases over tine.

Q And that was provided in electronic format?

A Yes.

Q And you were aware that that was being used by NORC s work?
A Yes, | was.

Q Sois it fair to say that NORC was relying on what you were
doing with respect to the data conpl etion studies?

A Yes, they were.

Q | want to focus on your initial work regarding the | RVS

dat abase. You indicated you received a copy of that database in
1997; is that correct?

A Initially, yes.

Q You received anot her copy later?

A W did, yes.
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Q And when was that?

A | don't recall when we received the next copy of the

dat abase. W received several copies of it over tine.

Q Ckay. You received one copy while you were with Arthur
Andersen, and did you receive another copy while you were with
KPNG?

A | believe we received the second copy while we were still
at Andersen.

Q What was the purpose in receiving a second copy?

A We hadn't worked with the data in nmany years, so OTFNV had
taken -- when we received the data the first tine it was on
round reel tapes that we had to aggregate. The second tinme we
received the data it was in a SQ server database.

Q So it was perhaps updated in a different format?

A It was in a different format, yes.

Q Sane i nfornmation?

A | don't recall if it was exactly the sane.

Q Ckay. And then you got another copy with you -- when you
were with KPVMG or were these the only two copies you got?

A W received updates to that data over tine as new
transacti ons were processed in the system | can't recall if we
received two or three original database copies.

Q And how did you receive those databases?

A The first time, as | nentioned, it was on round reel tapes,

and subsequently in SQ server databases.
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Q And so they were sent to you in the mail?
A | don't recall how we received them
Q Did Arthur Andersen or KPNMG or FTlI ever do anything to
verify that what you received was identical to what was on the
Interior's | RVS systen®
A We provided summari es back to OST once we had | oaded the
information into our system for themto confirmto us that that
was what they had sent.
Q Okay. But you independently did not go and confirmthat;
is that correct?
A No, | did not.
Q Now, when we were tal king about the |IRVS database, we're
tal ki ng about a database that includes a wi de range of
information; is that fair?

The I RVS system as a whole or that which we received?
Q The | RMS system as a whol e.
A Yes. That systemcontains quite a bit of informtion.
Q | believe there's seven nodul es on that system
A | believe that the nodul es varied over the agencies, but
there were quite a few nodul es, yes.
Q One had lease information; is that correct?

That's correct.

Q And one had range information?
A That's correct.
Q One had a | ease distribution nodule, do you recall that?
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A Sone of themdid, yes.

Q One had ownership i nformtion.

A As | nentioned, sone, not all.

Q When you say sone, not all, is that because sone agencies
used them and sonme didn't?

A Sone areas used it and sone did not.

Q So there was no consistency in the use of the I RMS

dat abase; is that fair?

A | think it's a very |arge database. W have to be nore
specific in what we're discussing.

Q Ckay. Was it your understandi ng based on your review that
di fferent agencies used the | RVMS database in different ways?

A Different areas used different conponents of the |IRVB
system yes.

Q Ckay. So just an exanple, three agencies m ght use
ownership in one region, but three agencies in the sane region
may not use it.

A It's ny understanding that that was typically a regional
determ nation. | don't know if that could have been deci ded at
t he agency | evel.

Q Ckay. There's sonething on there called people, which is a
tribal identifier; is that correct?

A That' s ny under st andi ng.

Q And then you have the Il M nodule, and that's the one you

spent nost of your tine on.
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A That's correct.

Q Now, there's sort of a related systemcalled RDRS; is that
correct?

A That's correct.

Q That's called the royalty distribution systenf

A Royal ty distribution reporting system

Q And that's the systemthat distributes royalties to, or
determ nes where royalties go to based on information provided
by MNVS?

A | haven't analyzed that system It's ny understanding that
it interfaces with the MVS systens.

Q Now, when you -- so you focused just on that single nodule
of the IIMsystem is that fair?

A That's correct.

Q You were never asked to review any of the other nodul es.

A No, | was not.

Q And the purpose of your reviewng that, the information on
that nodule, was to nake sure everybody understood what was on
that nodule; is that correct?

A |"msorry. It depends on what tinme frame we're di scussing.
Q Okay. Let's talk about your initial review in 1997

A Initially in 1997 we were trying to identify what

i nformati on was avail able, and we had to | ook at the data as
provi ded.

Q Ckay. And you wanted to nake sure that in review ng that
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data you had as conplete informati on as possi bl e before soneone
started sanpling fromthat data; is that correct?

A Actually that was not the goal in 1997.

Q Did that becone the goal later?

A Yes.

Q When did that becone the goal ?

A When | began working with OHTA, we started nost of our
efforts to restore data to the data set.

Q And that was in early 20027

A. 2001, yes.

Q 2001. So in 2001 you began to |look at the |IRVM5 database
Wth respect -- so as to identify as best you could the

popul ation from whi ch sanples could be drawn; is that correct?
A W were | ooking at the Il M conponent again, and we were
determ ni ng what transactions were present and how to categori ze
t hose transacti ons.

Q Because you wanted to have the nost conpl ete popul ation
before they started sanpling; is that correct?

A We understood that it wasn't conpl ete before the sanpl e was
dr awn.

Q Okay. But the purpose of your reviewing it was to nmake
sure it was conplete; is that correct?

A W were reviewing it for many things, all of the tests that
we di scussed over the [ast two sessions.

Q If we could | ook at page 32 of the deposition. Do you
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recall your testinony back in 2003?

A Not specifically everything | said, no. It was many years
ago.

Q Ckay. The transcript reads as follows, and tell ne if you
recall this. "Question: Wat is the purpose of these tests
general ly?

"Answer: I n general when you're starting analysis of
| arge data sets, you want to ensure that you have an
under st andi ng of the characteristics of the data before you
begi n your |arger use of the information.

"Question: And this analysis or this understandi ng of
the characteristics of the data is significant because it
enabl es you to do what?

"Answer: Before you begin creating nodels or sanpling
pl ans or accounting work, you want to attenpt to create as
conpl ete a popul ati on as possible to begin your analysis with."

Is that correct?
A Yes.

MR. QUINN:  Your Honor, just for the record so it's
clear, could we have the page nunber?

MR. SMTH. Sure. |It's page 32 of her testinony in
the afternoon she testified.

BY MR. SM TH:.
Q You' ve only testified once; is that correct?

A. That's correct.
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1 Q Now, when you got into the | RVS dat abase, you di scovered
2 you had transactional information for various regions and

3 agenci es from approxi mately February of 1985 to March of 2000.
4 Is that fair?

5 A Yes, fromthe Il Msystem

6 Q But I|RVS actually began in the '70s; is that correct?

7 A I n some areas, yes.

8 Q In Billings it began in the late ' 70s?

9 A | believe so, yes.

10 Q Do you know what happened to the transactional information
11 between the initiation of that systemin the '70s through 19857
12 A | don't know what happened to the el ectronic copy of that
13 i nformati on.

14 Q But whatever the case, they couldn't find the electronic
15 copy from 1970, whenever it began, until 1985?

16 A That's correct. Through January of 1985; the data begins
17 in February of 1985.

18 Q Do you know anyt hi ng about the various conputer systens

19 that that data has been on since the '70s?

20 A |"msorry, | don't understand the questi on.

21 Q The type of conputer systens that the | RVE data was on

22 since it began in the 1970s?

23 A The type of mainfranme, is that what you're asking?

24 Q Yes, exactly.

25 A | believe at one point in tinme it was on sonething referred
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to as an A-17, but | don't knowif that was the only system used
or not.

Q Do you know if it was on the B1900? Do you know what t hat

i s?
A | do not.
Q Do you know how many conversions there were of the data to

different systens prior to your getting that information in
1985?

A | do not know.

Q To your know edge has any investigation been done to
determ ne | ost data between various conversions of this systen?
A No, | don't know if there have been tests done prior to
1985.

Q So when you're | ooking at the data that was on I RVM5, the

| ater date, the nost recent date, that date was different for
different agenci es based on when they converted to the TFAS
system is that correct?

A |"msorry, | don't understand your question.

Q Ckay. You had data for different agencies that -- on the
| RMS system that woul d suddenly end in 1998, 1999, 2000; is that
correct?

A Yes, with the conversion to the TFAS system

Q So it varied, the ending date on | RM5S vari ed based on the
conversion to the TFAS system

A. That's correct.
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Q And the begi nning date for which you had data on I RVS for
various agencies would be different as well; is that correct?
A That's correct.

Q Not all the agencies began in February of 1985, based on
the information you had?

A That's correct.

Q If we could | ook at Exhibit 60-1647 to 50. Is it fair to
say that for sone of these agencies, when you got the | RMVS

dat abase, you had information that began in February '85 and
sone agencies you may not have information for 10 years |ater
is that correct?

A | don't recall when the |ast agency converted. | do
remenber one in 1988.

Q Do you recall this docunent that has your nane on it
entitled "Gaps in Electronic Era Files, Mchelle Herman, June 8,
2002" ?

A | don't recall it specifically.

Q Okay. It was provided as part of the AR and the docunent
has your nanme on it. |It's entitled "I RVM5 Transactional Analysis
Conversion to | RM5 by Agency." Do you see that?

A | do.

Q Just focus on the first one, Aberdeen. Aberdeen is an
agency within the Geat Plains area; is that correct?

A Aberdeen is the nane that was used in IRVS for the G eat

Pl ai ns regi on
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1 Q Ckay. And then A00, they have Aberdeen area. |Is that a --
2 is that the nane of the agency or, excuse ne, the nane of the

3 region or is there a separate agency with that designation?

4 A There's an office wthin the Aberdeen area.

5 Q Ckay. So for the Aberdeen area you have the first

6 transacti on, February 4, 1985, the last transaction, COctober 29,
7 1999; is that correct?

8 A "' mpresum ng that was as of the date that | ran this

9 report, yes.

10 Q Ckay. In 2002.

11 A As | nentioned, | don't recall this specific report.

12 created many docunents over 10 years.

13 Q Okay. |Is there any question in your mnd that this

14 docunent had been prepared by you?

15 A It's not in a format that | typically use.

16 Q Do these dates in this docunent seem accurate to you?

17 A Roughl y, yes.

18 Q Ckay.

19 A The Aberdeen section | can view on the screen.

20 Q And if you go down to -- Fort Berthold starts June '85 and
21 t hen ends October 1999; is that correct?

22 A That's what the docunent says, yes.

23 Q But then if you go down, say, to the Al buquerque area, the
24 first transaction doesn't begin till 1996; is that correct?

25 A That's what the docunent reflects, yes.
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Q So you would only have -- if the docunent is correct, you
only have three years of data for that particular area; is that
correct?

A Yes, but typically area offices don't process transactions.
It's nore common for the agencies to process those transacti ons.
Q Ckay. And if you go down to the Ramah Navaj o Agency, N75,
its first transaction 1992, Decenber 23, last transaction
January 15, 1999; is that correct?

A That's what the docunent reflects.

Q It's fair to say that not all the agencies began in 1985
and you had a |l ot that cane onto the | RV5 system based on the

i nformation you got, nmuch later; is that correct?

A Yes, but not all agencies started at the sane point in tine
either. So it's not necessarily true that -- I'mnot famliar
with this particular agency. | don't know when it was creat ed.
Perhaps it wasn't created until later in tine.

Q Have you nmade any determ nations to identify when these
agenci es started?

A As a conponent of our regional analysis, we try to identify
t he begi nni ng bal ance transactions within | RM5S and whet her or
not those agencies canme online prior to | RVS.

Q Ckay. And have you determ ned that?

A We've determ ned for sone of the agencies specifically the
begi nni ng bal ance transactions, but not for all of them no.

Q And do you have that docunentation?
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A "' msorry?
Q Do you have that docunentation?
A To the extent we've determned it for the regions we've

reported on, it's included in our reports.

Q Ckay. If you could go to the next page. And just | ook at
the Anadarko area. Here we have a first transaction of August
7, 1990, last transaction of March 31, 2000. Do you see that?
A | do.

Q And so that would reflect, if the docunent's accurate, that
there was no data on the I RVS systemthat you had fromt hat
particular area until 1990; is that correct?

A | f the docunent is accurate, yes.

Q Ckay. But in fact, the Anadarko area region or agency has
been around a long time; is that correct?

A | don't know when the Anadarko area office opened.

Q kay. Certainly prior to 1990?

A | just told you I don't know when the office opened.

THE COURT: |'mconfused by this exhibit. You say no
data fromthe Anadarko area earlier than August 1990, but ri ght
bel ow that, a couple lines belowit, it says data fromthe
Anadar ko Agency began February '85. |s the Anadarko Agency
wi thin the Anadarko area?

THE WTNESS: Yes, Your Honor. | don't know if this
is sonmething | created or not, but the Anadarko Agency is part

of the Anadarko area, and what | had nentioned earlier is
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typically area offices don't process transactions. |It's nore
common for the agency offices to actually process those
transacti ons.

THE COURT: So when the reference is to "Anadarko
area," | should be reading it as the "area office."

THE WTNESS: That's correct.

THE COURT: Al right.
BY MR. SM TH:.
Q Now, you al so have a separate colum that says nunber of
mont hs of m ssing data. That's the very last colum. You see
t hat ?
A | do, but I don't knowif this is a chart | prepared. |
menti oned t hat.
Q Do you know why we woul d be provided a chart in the
adm ni strative record with your nanme on it that woul dn't be

prepared by you?

A Sir, | haven't reviewed the docunent that you extracted
this from
Q kay. Is it fair to say that wthin the agency information

you had, that you were provided on |RV5S, there were significant
gaps, nmonthly gaps in that information?

Sone agencies did have gaps in the data, yes.

Q Al nost 50 percent of them had gaps; is that correct?
A | couldn't tell you that w thout | ooking at nmy reports.
Q And in fact you would characterize those gaps as
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significant, would you not?

A Again | would need to | ook at our reports to tell you
specifically how many nonths we're m ssing, but we have restored
quite a few transactions to the records set.

Q You understand |'mtal king about the |IRVS database as you
got it in 1997, 2002, whenever you received it.

A Yes, | under st and.

Q If we could turn to Exhibit 55-6-1. This appears to be an
e-mail fromyou to Tonya Cawood, copied to Bert Edwards, dated
July 1, 2002. Do you see that?

A Yes, | do.

Q Do you recogni ze this e-mail?

A | would need to be able to read it. It appears to be an

e-mail fromwhen | was working at KPNG

Q Ckay. If you could go down to -- and take whatever tine
you need to read it. | wanted to focus --

A l"msorry, it's too small for ne to read here.

Q I f you could blowit up for her, please.

A Ckay.

Q Do you recognize it as an e-nmail that you wote?

A Yes, when | was reviewing the blue plan, | believe it was,

to Congress.
Q Excuse ne, the what?
A | believe it was the blue plan to Congress.

Q Ckay. And you noted in -- under page VI, cost of the
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hi storical accounting. |If we could focus on that |anguage,

pl ease. "In phase 1 we will have to supplenent the currently
avail able el ectronic data as there are a significant nunber of
gaps. This isn't referenced.” 1Is that correct?

A |"mpresumng in that copy of the plan they didn't have a
sufficient reference to restoring data to the data set.

Q In fact, there were significant gaps in the | RVMS dat abase
isn't that correct?

A As | nentioned, we've already restored 275, 000

transacti ons.

Q Tal ki ng about the database that you received, not what you
you' ve restored, what you received, there were significant gaps
in that database; is that correct?

A There were gaps in the database, yes.

Q You have agencies that may go for nonths w thout
information; is that correct?

A There were sonme agencies that had no transactions in a
specific nonth, yes.

Q And it may be one nonth or it may be a hundred nonths there
were no transactions; is that correct?

A | don't know if there were hundreds of nonths for a

speci fic agency, but yes, there were nmultiple gaps for sone
agenci es.

Q Okay. Let's go back to 60-16-1. Now, the docunent we were

| ooki ng at before, which was designated as comng fromyou, was
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1 attached to a report from NORC. Anadarko Agency |1 M

2 Transacti ons Described. Do you recognize that docunent?

3 A | don't knowif |'ve read this docunent before or not. As
4 | mentioned, |'ve seen several reports from NORC

5 Q Ckay. And it specifically references the fact that it

6 cones fromyou, but you don't recall ever preparing this

7 docunent ?

8 A This docunent is from NORC. This docunent isn't from ne.
9 Q Go to the next page, please, page 43. Bates stanp No.

10 16-47. The docunent specifically references this appendi x

11 comng fromyou, but you don't recall it.

12 A This is the docunent we were discussing earlier.

13 Q Exactly.

14 A | ' ve answered that question.

15 Q Okay. This docunent in fact lists many nonths in the | ast
16 colum for particular agencies that you have no information on
17 that | RVS database; is that correct?

18 A "' msorry, can you repeat your question?

19 Q Sure. If you wll go to the last columm, nunber of nonths
20 m ssing data, a nunber of agencies have nunmerous nonths where
21 data is mssing. |Is that correct?

22 A Typically when we create a schedule like this, it's the
23 nunber of nonths that have no transactions. It doesn't

24 necessarily mean there were transactions processed. That's one
25 of the steps that we have to performin this data validation
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process.
Q So if we go to the Ramah Navaj o Agency, Decenber 23, 1992
to January 15, 1999, it says there's 20 nonths of m ssing data.
Correct ?

A That's what the report says, yes.

Q Wul dn't that nmean that there was 20 nonths within that
seven-year tinme period where there is no data?

A That's correct.

Q Actually, if you could go to A55, there's one called
"unknown." Do you have any idea what the unknown agency is?

A | do know, yes.

Q What is that?

A It's another identifier that was used by the Wnnebago
Agency.

Q So if we see "unknown," that neans the Wnnebago Agency?
A No. | said that A55 neans W nnebago Agency.

Q Ckay. So the data for A55 would be the Wnnebago Agency

t hen?

A Yes. At one point in time the Wnnebago Agency set up -- |
don't recall what the F55 agency is, but there's a relationship
bet ween t he Wnnebago Agency and the agency referenced as F55,
and so when the Wnnebago Agency had accounts that they were
establ i shing for account hol ders from F55, they set those
accounts up under A55.

Q Okay. So for that particular agency, it appears that
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during a five-year period there were 46 nonths of m ssing data?
A As | nentioned, that was a subset of what was processed by
t he Wnnebago Agency. So it's inappropriate to look at it this
way .

Q Ckay. Is it fair to say that if you have periods where you
have no el ectronic data, for exanple, presum ng that the
Cheyenne River Agency has 11 nonths of m ssing data, that woul d
be treated as a paper era transaction for purposes of sanpling;
is that fair?

A No, it's not.

Q Ckay. So if the data is not on the el ectronic database, it
is still treated as el ectronic data?

A The period from February '85 forward is the period to which
we're restoring those transactions, and those transactions wll
be considered as part of the electronic |edger era.

Q But as far as the sanpling that has been done so far -- |
know your work is not conplete yet, but as far as the sanpling

t hat has been done so far, if the information is not on the |IRMS
database, it's treated as a paper era transaction; is that
correct?

A Well, first, some of the transactions had been restored to
t he dat abase when the sanple was drawn, and second, there's
going to be a second sanple drawn, at |east that's ny
under st andi ng, once we believe we've conpleted the record set.

Q Let's go to Bates stanp 10-20-1. Are you famliar with
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t his docunent?
A Yes. | believe it's a report that we issued while at
Art hur Ander sen.
Q Okay. Actually, let's step back. Let's |ook at Bates
stanp No. 51-8-1. This is entitled "NORC Report, Litigation
Support Accounting Project, Interim Report on Debit
Transactions," dated May 2004. Are you famliar with this
docunent ?
A Sir, as | nmentioned, |I've read many NORC reports. | don't
know if |1've read this specific report.
Q I f you could | ook at Bates stanp No. 8 of this docunent.
Focus in on the highlighted | anguage at the top of the page.
Stated that "Inference is confined to transactions in the 1985
to 2000 tinme period that are available electronically, referred
to earlier as fromthe electronic records era. Transactions
that are not currently available electronically are referred to
as fromthe paper records era. To sanple or test such
transacti ons, the account |edgers or conputer |istings nust be
| ocated and digitized."

So is it your understanding that NORC s sanpling is based
solely on what appears on the electronic records era?
A It's my understanding that the electronic |edger era is
going to include those transactions that we restore between
February of '85 and 2000.

Q Okay. But this report was done in 2004. Your work is
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not --

A | believe it said 2001, didn't it?

Q May 2004.

A Ckay.

Q Ckay. Your data was not conplete in May 2004; is that
correct?

A That's correct.

Q You' re working on it now

A That's correct.

Q So they're basically sanpling based on what you had, which
was solely in the electronic era

A They drew their sanple fromthe transactions that we
provided, but it's ny understanding that a second sanple will be
drawn once we're done conpleting the record set.

Q So as far as the sanpling that has been done so far, it's
based solely on what appeared on the el ectronic database; is

that correct?

A Plus transactions we had restored up until that point in
tinme.
Q Do you have any reports as to what transactions you had

restored up to that point in tine?

A | don't know if we issued a specific report. | can
determ ne which transacti ons had been added, though

Q What ever the case, it was not -- certainly not conplete at

the tinme NORC did their work in 2004.
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A No, it was not.

Q If we could go nowto 10-20-1. And you indicated that this
was a report that was prepared while you were with Arthur
Ander sen?

A | believe so, yes.

Q Entitled "I RVB Dat abase Anal ysis, Procedures and Findi ngs
Report"?

A Yes, that's the title of the docunent.

Q And it was back in July 20017

A Yes.

Q If we could turn to page 7, the second paragraph, please.
I ndi cates that "Six regions, Al buquerque, Anadarko, Eastern,

M nneapol i s, Navaj o, and Sacranento have at |east one nonth with
no avail abl e transactional data. There are 75,734 accounts
potentially affected by these gaps in information. These
accounts had one or nore transactions before and after the
affected data period." |Is that correct?

A That's what the report states, yes.

Q Ckay. And that's consistent with your understandi ng?

A Sir, this is many years ago.

Q Nevert hel ess, there were significant gaps, as you noted,
and that affected quite a |arge nunber of accounts; is that
fair?

A Based on what this says, yes, 75, 000.

Q Okay. And that's based on the nunber of accounts that were
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under st ood to exist back in 2001

A | believe what it's saying, that the nunmber of accounts
that were opened prior to the gap and opened after the gap. |
don't believe that's referring to a total nunber of accounts.

Q And is it your understanding this nunber would not include
transactions for accounts from agencies which did not even post
their docunents or post their information on IRVS until after
1985?

A | don't believe | understand that question, |'msorry.

Q As we noted, a nunber of agencies did not post their

information on IRVB till well after 1985; is that correct?
A There are sone agencies, yes, that cane on after February
of ' 85.

Q Ckay. And there certainly would be no avail able electronic
transactional data for that period as well, correct?

A For the period prior to February of '85, yes.

Q " mtal ki ng about the agencies that posted their
information on well after 1985.

A Qoviously if they converted to IRVS after February of '85
it's not available electronically.

Q Ckay. And do you know how many accounts were affected by

t hose agencies that didn't post their information on IRVS til
wel |l after February of 19857

A | don't believe | understand the question. |If the accounts

weren't being reflected in | RMS because they were still in
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paper, it would have been posted to a paper |edger era.

Q You haven't determ ned how many accounts are affected by
the fact that agencies weren't posting their information on |IRMS
in February of 1985.

A Because they weren't posting it to | RVS doesn't nean it
wasn't bei ng posted.

Q It wasn't being posted to IRVS, though. It wasn't in an
el ectronic format; is that correct?

A That's correct.

Q And how many accounts were affected by those agencies
failure to post that information on IRMS in February --

A It's not a failure to post; they sinply hadn't converted
yet.

Q Right. They hadn't converted to IRM5. \hat systens were

t hey using? Paper systens?

A | don't know if every single agency was using the sane
system |'ve seen many paper | edger cards.
Q But you can't tell ne how many accounts were affected by

agenci es that do not post their information on | RVS from 1985
until sone | ater date?

A | don't think | understand your question, because it's
still posting, it's just not posting to the | RM5 system

Q That was nmy question. How many accounts were affected by
the failure of an agency to post their information on IRMS in

19857
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A It's not a failure to post, sir, if you' re not using the
system
Q Right. And you have no information, no electronic

information for that period, do you?
A No, because it was recorded in paper | edgers.
Q Thi s paragraph indicates that there were nonths where
agenci es were not reporting information. Isn't it fair to say
that also within nonths where they were reporting information
transacti ons were m ssi ng?

MR. QUINN:  (bjection, Your Honor. | don't believe

t he docunent reflects that.

MR. SMTH: |I'mnot tal king about this particul ar
docunent .

THE COURT: The question is isn't it fair?

THE WTNESS: |'msorry, could you repeat the
questi on.

BY MR. SM TH:.

Q Thi s docunent indicates there were periods where an agency
woul d go and not report on IRVS for a nonth or nore, correct?
A It's not that it wasn't reported; it's that it's not
currently avail able electronically.

Q When you got this system when you got the |IRVS database
it wasn't there, correct?

A When we got our copy of the system no, it was not there.

Q And that's the systemyou're using for your work?
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A That's correct.

Q And isn't it true that you' ve discovered that even when
agencies did report their information on I RV5, there was account
information that was m ssing?

A | think we need to clarify our language. |[If you're asking
were there nonths that had transactions that still had m ssing
transactions, that's correct.

Q Is it also fair to say that you do not know whet her al
account hol ders even have accounts |listed on the | RV5 systen?

A "' msorry?

Q Do you know whet her all account hol ders have accounts
actually listed on the | RVS dat abase?

A Are you asking if all individual Indians or all account

hol ders?

Q Al'l individual Indians that should have accounts. Are they
all listed on the | RV5S dat abase?

A That's a different question, sir.

Q Ckay. Wiat's the answer to it?

A | don't know if that's true or not.

Q I f you could | ook at page 7 of the 10-20-1, and you see a
section in the mddle entitled "IRVMS Limtations.” Do you see
t hat ?

A | see the subtitle, yes.

Q Ckay. And if we could focus on the highlighted | anguage

under that headi ng.
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A I'"d like to read the entire paragraph, please.
Q Take your time.
A Coul d you focus in on that, please? Thank you.

(Wtness review ng docunent.)

Thank you.
Q Does it indicate that first sonme individual account hol ders
may not have any accounts or transactions recorded on the
system is that correct?
A Yes. Wiat this sentence is referring tois just like there
are transactions mssing fromthe transacti onal database, there
were accounts mssing fromthe account database, that we' ve
restored as well.
Q The ones you' ve discovered have been restored?
A Yes, that's correct.
Q Has any effort been undertaken to determ ne how many
speci fic accounts may not have never nmade it to the system at
all?
A | think those are different questions. Wat |I'mreferring
to is accounts that did exist in the system
Q Okay. How about the ones that didn't exist on the systenf
Are all accounts listed on the systen?
A | think that's a very different question. Wat our work
focuses on are accounts that were created.
Q You haven't been asked to focus at all on accounts that may

not have ever nade it to the I RVB system
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A | don't understand your question. |'msorry.
Q Have you been asked to | ook for accounts that may not have
never nade it onto the | RVB systenf

MR. QUINN: (bjection, vague, Your Honor.

THE COURT: Overrul ed.

THE WTNESS: What we're evaluating are accounts that
were created in the system | can't evaluate whether or not an
account should have been creat ed.

BY MR. SM TH:.
Q You have not been tasked with that job; is that correct?
A No, | have not.
MR. SMTH:  Your Honor, | see it's 5:00. Is this a
good stopping point? It's up to you.
(Laught er)
THE COURT: (kay. Since you're begging, M. Smth.
(Laught er)
We'll call it a day. See you at 9:30 tonorrow norning.

(Proceedi ngs adjourned at 5:01 p.m)
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