723

UNI TED STATES DI STRI CT COURT
FOR THE D STRI CT O COLORADO

Crimnal Action No. 09-cr-00266-CVA

UNI TED STATES CF ANMERI CA,
Plaintiff,

V.

DAVI D A. BANKS;

DEMETRI US K. HARPER, al/k/a KEN HARPER;

GARY L. WALKER,

CLINTON A. STEWART, a/k/a C. ALFRED STEWART;
DAVID A. ZIRPOLO, and

KENDRI CK BARNES,

ouhrwNRE

Def endant s.

REPORTER S TRANSCRI PT
(Jury Trial Day 5)

Proceedi ngs before the HONORABLE CHRI STI NE V.
ARGUELLC, Judge, United States District Court, for the
District of Colorado, comencing at 9:00 a.m on the 30th
day of Septenber 2011, Alfred A Arraj United States
Cour t house, Denver, Col orado.

APPEARANCES

FOR THE PLAI NTI FF:

MATTHEW T. KIRSCH and SUNEETA HAZRA, U.S. Attorney's
Ofice - Denver, 1225 17th St., Suite 700, Denver, CO
80202

FOR THE DEFENDANTS:
Pro Se

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



724

| NDE X
WTNESSES:  ~— =777 PAGE
KATHY OLSON
DI RECT EXAM NATI ON BY MR. Kl RSCH 726
CROSS- EXAM NATI ON BY MR. BANKS 748
CROSS- EXAM NATI ON BY MR, HARPER 763
REDI RECT EXAM NATI ON BY MR KI RSCH 770
SUSAN SLAKEY
DI RECT EXAM NATI ON BY MS. HAZRA 772
CROSS- EXAM NATI ON BY MR. BANKS 795
REDI RECT EXAM NATI ON BY MB. HAZRA 810
RECRCSS- EXAM NATI ON BY MR BANKS 811
EXHIBLTS

NO. ADM TTED
400 L 739
0 787
8.00 i 741
10000 o 790
370002 o 731
130001 ottt 778
130003 ot 779
131000 ottt 784
136. 01 ot 793
371000 o 735
376.00 o 746
376.02 o 761
No. ADM SSI BLE
130,02 ot 779
132.00 o 788
13300 o 786
372.00 o 737
373.00 o 738

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

725

SEPTEMBER 30, 2011

(Proceedi ngs cormence at 9:00 a.m)

(The following is had in open court, outside the
hearing and presence of the jury.)

THE COURT: You nmay be seat ed.

VWll, good norning. Are there any matters that
need to be brought to ny attention before we call in the
jury?

MR. KIRSCH: Not for the Governnent, Your Honor.

MR. BANKS: Not from us, Your Honor.

THE COURT: Al right. M. Barnes, would you
pl ease bring in the jury.

(The following is had in open court, in the hearing
and presence of the jury.)

THE COURT: Al right. You may be seated. Good
nmorni ng. Wl cone back.

Al right. The Governnment may call its next
W t ness.

MR. KIRSCH. Thank you, Your Honor. The Governnent
calls Kathy d son.

COURTROOM DEPUTY:  Your attention, please.

KATHY OLSON
having been first duly sworn, testified as follows:
COURTROOM DEPUTY: Pl ease be seat ed.

Pl ease state your nane, and spell your first and
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THE WTNESS: Kathy dson, K-A-T-HY OL-SON

THE COURT: You nay proceed.

MR. KIRSCH. Thank you, Your Honor.

DI RECT EXAM NATI ON
BY MR. Kl RSCH:
Q Good norni ng, Ms. d son.

A Good norni ng.

Q Can you tell the jury where you work, please.

A | currently work for a staffing conpany called
Manpower .
Q In what office?
A In the Fort Collins, Colorado, office.
Q And what is your position there?
A Branch manager .
Q How | ong have you done that?
A For 5-and-a-half years.
Q Before you took that position with Manpower, did you
work at a different staffing conpany?
A Yes, sSir.
Q What was that?
A St af f mar k.
Q How | ong were you the at Staffmark?
On two different occasions, but for a total of 12
years.
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In the tinme period of 2004, were you with Staffmark?
Yes, sSir.

What was your position during that tinme?

| was the branch manager there.

Wiere was that branch | ocated?

In West mi nster, Col orado.

o >» O »>» O >» O

And what sort of work did Staffrmark do?

W were a fully staffing firm W would do techni cal
pl acenent, adm nistrative placenents, general |abor,
accounting. | nean full scope staffing.

Q Did Staffmark provide a service called payrolling or
wage mnastering?

A Yes, sSir.

Q Can you explain what that service was?

A Payrolling is when a client contacts us for whatever
reason. They have already identified the candi dates they
want to enmploy. W offer a |lower discounted mark-up for
that reason. And, basically, we take themthrough the
application, verify that they have the legal right to work
inthe United States. Then we basically pay themon a
weekly basis, and we bill our client accordingly based on
the mark-up within our contract.

Q When you create a payrolling arrangenent |ike that,
whose enpl oyees are those people that your client had

identified?
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A They are actually our enployees since we are cutting
t hei r paycheck.

Q Ckay. Then how do you get back the profit and the
mar k-up that you've described?

A The invoices have to be paid.

Q Ckay. That is fromthe client?

A Yes, sir.

Q Al right. Now, when you were with Staffmark in
2004, did that conpany do business w th anot her conpany
called I RP?

A Yes, we did.

Q And did you participate in getting that business set
up during that tinme?

A Yes, | did.

Q Do you renmenber when -- roughly when in 2004 t hat
was ?

A To the best of ny recollection, July, August tine
frame. It was in the summer.

Q Ckay. And howis it that you -- did you have direct

contact with soneone from | RP?

A | was contacted directly by IRP Sol utions.

Q Was there a particular person that contacted you?
A Yes, sir, Ken Harper.

Q Ken Har per ?

A Yes, sir.
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Q Did you have -- did you neet with M. Harper in
person, or was this done over the tel ephone?

A W initially had a phone conversation. He asked, you
know, would we have a |l evel of interest in doing business.
He shared with ne what the business was. And fromthere,

| went down and | net with Ken Harper, along with the

i ndividuals that we were going to payroll to process al

of the paperwork, dropped off the contract and the credit
application.

Q Ckay. So that neeting occurred before the tinme their
rel ationship had been formalized then; is that right, or

at the tinme that it was fornmalized?

A | think at the time it was formali zed. | think we
didit all in one shot, where | was in Westm nster and
they were in Colorado Springs. The distance created -- we

just did it when we net.

Q Al right. Do you recall where you net?

A In the IRP Solutions office in Col orado Springs.
Q kay. And during that neeting, or prior to that
nmeeting, you said that you got an explanation from

M . Harper about the business that | RP was engaged in?
A That's correct.

Q What did he tell you about that?

A He told ne that they were | ooking to payroll sone

software programers; that they had a contract in place

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

730

wi th Honel and Security, and that they were going to
utilize these software programmers to do enhancenents to
that programin order to be able to, | guess, deliver the
pr oduct .

Q And di d you have any understandi ng about how t hat
contract with the Departnent of Honel and Security rel ated
to paynent that Staffmark woul d receive for the payrolled
enpl oyees?

A Well, basically -- | nmean, in the initial

di scussi ons, obviously they had gotten investors involved
to get their business running. But with the contract, |
mean, typically -- no offense, the federal governnent can
pay slow. And so, you know, the concern was, | guess --
how do | want to put it? The concern was waiting to get
paynment fromthe federal governnment based on this
contract.

Q Al right. And that concern was whose?

A Vell, mne, in the sense that -- you know, in the
contract that we wote -- and | have been nade privy to a
copy of that recent contract to refresh ny nenory -- | did

extend paynment terns. Qur typical contract was net due
upon receipt. | agreed to net 30 days based on the

requi rement and request of IRP to extend those terns, just
because of the concern of the influx of cash fromthe

gover nnent based on that contract.
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Q kay. You just nentioned a contract. Let ne ask you
to look at what is marked for identification as Governnent
Exhi bit 370.02. For right now it should be in one of
those folders in front of you.

A Ckay. 370.02. kay.

Q Let ne know when you have had a chance to | ook at
t hat .
A Ckay.

Q Do you recogni ze that exhibit?
A Yes, sir. That is the contract that we had between
| RP Sol utions and Staffmark.
Q Al right. And does it also include -- is that all
considered part of the contract, or are there sone other
docunments that you obtained when you were setting up the
relationship in there?
A No. | believe that this is the full disclosure of
the contract. It is the actual service agreenent and the
credit application, which is standard for payrolling.
Q Ckay.

MR. KIRSCH: Your Honor, at this time | would nove
to admt and publish Governnment Exhibit 370.02.

THE COURT: Any objection?

MR. ZIRPOLO No objection.

THE COURT: Exhibit 370.02 will be admitted.

(Exhibit No. 370.02 is admtted.)
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MR. KIRSCH: May we publish it, Your Honor?
THE COURT: You nay.
MR. KIRSCH. Thank you.
Can you just do the top half of that agreenent,
pl ease, Special Agent Smth.
Q (BY MR. KIRSCH M. dson, a mnute ago you
referenced a change to your regular paynent terns?
Yes, sSir.
Is that change reflected on the screen right now?
Yes, it is, in Section 2.
Wiere is that?
Section 2 of the contract.

And is that your witing there?

> o » O >» O >

Yes, sir, it is.

MR. KIRSCH. Ckay. Can we go to the second page of
that contract now and expand the signature portion,
pl ease.
Q (BY MR. KIRSCH) Who signed this on behalf of I|IRP?
A Al Stewart.
Q Do you recall neeting with an Al Stewart ?
A | do not.

MR. KIRSCH: Ckay. |If we can go to page 4 of that

exhi bit now, please. And then can you expand the top half
of that first, please.

Q (BY MR. KIRSCH) Can you explain what this part of
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the formis, Ms. Ason? 1Is there another change to the
paynent termthere?
A Yes, sir. It is kind of hard to read. But, yes,
sir. It is 30, and that is ny signature.
Q Ckay. And then signed by Alfred Stewart again?
A Yes, sSir.

MR. KIRSCH: Can we expand the |ower part of that
page?
Q (BY MR. KIRSCH) Can you tell the jury what this part
of the agreenent is?
A This is a personal guaranty. It was a standard
portion of the contract with Staffmark. Basically, what
this neant was that if for some reason the business could
not pay the outstanding debt, that there was a persona
guaranty by M. Banks that he woul d pay out of persona
funds for any debt incurred.
Q Was M. Banks a person that you nmet during any of
your contact with | RP?
A | left voice mails and had e-nmail contact, but I
don't recall ever personally neeting M. Banks.

MR. KIRSCH: Al right. Thank you, Special Agent
Smit h.
Q (BY MR. KIRSCH) You obtained -- you got this
contract, and you obtained the credit information here.

D d your conpany do sonme sort of a credit check on | RP?
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A | honestly don't recall from 6 years ago what the
process was, if it was required for the branch to do it or
we were required to send the credit application to our
corporate offices. So whether or not the corporate

of fices actually checked the credit references, |I'm not
certain.

Q Al right. Once the agreenent got into place, how
did Staffmark keep track of the hours that the enpl oyees
pl aced at | RP were working?

A Standard policy was to turn in a weekly tinme sheet of
t he hours worked per enployee. So those were either faxed
or e-mailed. | don't renmenber which process was used.
Based on that, we had a signature from soneone at |IRP
stating the hours were valid, and authorized us to pay

t hose individuals those hours. And that, alternatively,
created the invoices associated with those hours.

Q Al right. Can | ask you now to | ook at what is

mar ked for identification as Governnment Exhibit 371. 00.

A Do you want ne to | ook through all of these? It

| ooks like they were tinme sheets.

Q Is that a docunent you had a chance to review at sone
poi nt before you cane to court today?

A Yes, sir.

Q Based on reviewng that, are you able to identify

that exhibit?
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A Yes. This is a standard tine card that woul d have
been used with any client that we work with. Tine in.
Time out. Less hours. Total hours. And then the total
hours on the tinme sheet. Signature of the enpl oyee.

Si gnature of the custoner.

Q Can | stop you for just a mnute, just about the
speci fics?

A Yes, sir.

Q Is this a set of tinme sheets?
A Yes.
Q And are these -- does this set of tine sheets relate

to the enployees that were payrolled at | RP?
A Yes, they do.

MR. KIRSCH: Your Honor, | would nove to admt and
publ i sh Governnment Exhibit 371. 00.

THE COURT: Any objection?

MR. ZIRPOLO  No objection.

THE COURT: Exhibit 371.00 will be admitted, and it
may be publi shed.

(Exhibit No. 371.00 is admtted.)

MR. KIRSCH. Thank you, Your Honor.

Can you just enlarge one of those tine cards,
pl ease? The top one will be fine.
Q (BY MR. KIRSCH) M. dson, you were, | think,

expl aining sone of the entries on the time sheet. Can |

DARLENE M. MARTINEZ, RMR, CRR
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ask you to do that again now that everybody can see it?
A Yes, sir. Sorry about that.
Q That's all right.
A So, basically the requirenent of a tinme card is the
enpl oyee has to list their name, their Social Security
nunber. They will list each day they worked, the tine
they started, the tine they ended, |ess any |unch hour.
Then the total hours would be on the far right-hand side.
And at the bottom the total hours would |ist how many
hours we're required to pay and bill.

So on the very bottomis the enpl oyee's signature.
And on -- like three-quarters of the way down, left, is
the custoner's signature authorizing us to pay.
Q Al right. Thank you.

MR. KIRSCH. Then if we can expand that back.
Q (BY MR. KIRSCH) Are you able to read the nanes of
t he enpl oyees that are on that sheet?
A A few of them WIlliamWIIlianms. Kendrick --
Q Here. You can | ook here.
A Kendri ck, maybe Barnes. Let ne see, Barbara
McKenzie, Aiff Stewart. D d | say Enrico Howard?
Q Al right. Five people. |Is that a correct count of
the --
A Yes, sSir.

Q -- nunber of people that Staffnmark payrolled there?

DARLENE M. MARTINEZ, RMR, CRR
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A Yes, sir.

Q And you nentioned a few nonents ago that these tine
cards, | think, were used to generate invoices?

A That is correct.

Q Can | ask you now to |look at what is marked for

identification as Governnent Exhibit 372.00?

A Ckay.

Q Do you recogni ze that exhibit?
A | do.

Q What does it contain?

These are actually the invoices that woul d have been
generated based on the corresponding tine cards we
recei ved for the week the enpl oyees worked.
MR. KIRSCH: Your Honor, | would ask that the Court
find that Government Exhibit 372.00 is adm ssible.
THE COURT: Any objection?
MR. ZIRPOLO: No objection.
THE COURT: Exhibit 372.00 is found adm ssi bl e.
(Exhibit No. 372.00 is found adm ssible.)
MR. KIRSCH. Thank you, Your Honor.
Q (BY MR. KIRSCH) Then, Ms. O son, can | ask you to
| ook at Government Exhibit 373. 00.
A | am sorry, you said 3737
Q 373. Can you identify what is contained in that

exhi bit?
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A Basi cally, these are copies of checks that were
actually cut to these enployees by Staffmark. And it
woul d show the actual net anmount that they earned that
week. And on the bottomit would list, you know, whether
they had direct deposit, their routing nunber, transmt,
that type of things. So these are just several copies of
paychecks, front and back, where the paycheck has, in
fact, been endorsed by the enpl oyee for paynent.
Q And these particular ones relate to Kendrick Barnes?
A Let nme go through all of them because | didn't.
Yes, these are all related to Kendrick Barnes.

MR. KIRSCH: Your Honor, | would ask the Court find
Governnment Exhibit 373.00 is adm ssi bl e.

THE COURT: Any objection?

MR. ZIRPOLO No objection.

THE COURT: Exhibit 373.00 will be deened
adm ssi bl e.

(Exhibit No. 373.00 is found adm ssible.)

MR. KIRSCH. Thank you, Your Honor.
Q (BY MR. KIRSCH) M. dson, now!| would like to
direct your attention, if | could, to what is marked as
Gover nment Exhi bit 4. 00.
A | mght be mssing sonething. |Is it just maybe 4?
Q Yes. Can you identify the contents of that exhibit?

A This is actually a copy of a single invoice with
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corresponding tinme cards that would correspond to the
hours paid and the hours billed to IRP Solutions for that
week endi ng date.

MR. KIRSCH: Your Honor, | nove to admt and
publ i sh Governnent Exhibit 4.00, please.

THE COURT: Any objection?

MR. ZIRPOLO 4. 007

THE COURT: Yes, Exhibit 4.

MR. ZIRPOLO  No objection.

THE COURT: Exhibit 4.00 will be admitted, and it
may be publi shed.

(Exhibit No. 4.00 is admtted.)

MR. KIRSCH. Thank you, Your Honor.

Can you enlarge the top half of that, please?
Q (BY MR. KIRSCH) This page that we have on the screen
now, this page is the invoice?
A Yes, sir.
Q Ckay. And the rate that is reflected here, is that
the pay rate for those enployees, or is that the billing
rate from Staffmark to | RP?
A That is the billing rate from Staffmark to IRP
Q All right. And then if we could go to page 2 of that
exhibit. 1Is this page displaying sone of the tinme cards
that related to that particular invoice?

A Yes, it is.
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Q The invoices -- | amsorry if you said this already.
D d you explain where the invoices were generated?

A If I recall correctly, we did payroll in our |oca
office to generate the paychecks off of the time cards.
But the corresponding invoices, | believe, were generated
fromour corporate offices and mailed directly to IRP

Sol uti ons.

Q And where were the corporate offices?

A They, at the tine, were located in Fayetteville,

Ar kansas.
Q Al right. | want to ask you briefly to take a | ook
at what is narked as Governnent Exhibit 8.00. | think it

just says 8 on your folder.
A CGot it.
Q When you have had a look at that, | want to know if
you recogni ze that exhibit.
A Yes, sir. Simlar to the prior one.
Q kay. And neaning it is an invoice and supporting
time cards?
A It is, just a different week endi ng date.

MR. KIRSCH: Your Honor, | would nove to admt and
publ i sh Governnment Exhibit 8.00.

THE COURT: Any objection?

MR. ZIRPOLO No objection.

THE COURT: Exhibit 8 will be admtted, and it may
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be publi shed.

(Exhibit No. 8.00 is admtted.)

MR. KIRSCH. Thank you, Your Honor.

Can we actually go to page 2 of that exhibit,
pl ease, and enlarge the tinme card on the bottom of the
page.
Q (BY MR. KIRSCH) M. dson, there is a tinme card on
the screen now for Aiff Stewart that indicates that

M. Stewart had worked 12 hours on several of the days in

t hat week.
A Uh- huh.
Q Dd you ever get any information while these tine

cards were comng in, that M. Stewart m ght have been
reporting that he worked 12 hours on sone of those sane
days to a different staffing conpany?

A | was not aware of that at all

Q If you had gotten that information, would that have

caused you to take any action?

A It would have been a huge red flag. And probably --
not probably, | would have called Ken Harper to understand
what was happening. | nmean, | truly believed that we had

an exclusive relationship with this organi zati on.
Q Were you ever -- was anything ever said to you that
woul d have suggested, or that would have said outright

that sone of these hours -- for instance, hours reported
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by M. Stewart or hours reported by M. Howard, that it
was, in fact, a different person who was doing that work?
A | would have had no idea whether or not that was
occurring or not. | took on face value that the tine card
that was signed, that that was the person doing the work.
Q I f you had | earned sonehow that it was a person other
than that enployee who was doing the work, would that have
caused you any concern?

A W woul d have had to cease and desist, because if it
wasn't a person that went through our application I-9
process, and it wasn't the person we were payi ng through
that Social Security nunber, we could have potentially
been held liable. So we would have ceased and desi st ed
any worKk.

Q Al right. At sonme point did you | earn the paynent
status of the IRP invoices?

A Yes. M corporate office called ne and was
questioning why the bill was getting so high, and asked ne
to start collection activity.

Q Dd you do that?

A | did.

Q And what did you do to start that activity?

A Because of ny contact with Ken Harper, ny first
instinct was to reach out to Ken because he was the one |

had net and dealt with. So phone, voice mails to Ken
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Har per .

Q And did you reach Ken Harper during any of those
efforts?

A | did.

Q What did he say about why the invoices weren't
getting paid?

A He basically said that we were still waiting for
noney to cone in fromthe paynent on the contract. They
hoped to resolve the issue soon.

Q When you first got that information from M. Harper
did you still have enpl oyees that were being payrolled

t here?

A Yes, sSir.

Q D d you keep those enpl oyees there after you got that
response from hi nf?

A Yes, sSir.

Q Did you rely on his response in any way in deciding
whet her to keep the enpl oyees there?

A Yes, sSir.

Q I n what way?

A | truly believed, based on ny know edge of what this
organi zati on was doing, and that they truly had a contract
in place, that | felt that | was given a reasonable

expl anation as to why they didn't have funds yet avail able

to pay these invoices.
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Q Did you ever nake any attenpts to contact David
Banks?

A Yes, | did.

Q Do you recall whether you were ever able to reach him
-- let's start with the telephone. D d you try to reach
hi m on the tel ephone?

A | did try to reach himon the tel ephone. To ny best
recollection, all | ever got was voicemail. | don't
recall that | ever actually tal ked to David Banks.

Q Was there ever an occasi on when you woul d | eave a
nmessage for David Banks and get a response from a

di fferent person?

A Ken may have called ne back based on that before.

do know that | started -- | got at |east a response via
e-mail from David Banks at one point in tinme.

Q Ckay. Let nme ask you to look at what is marked for
identification as Governnent Exhibit 376.02 -- | am sorry,
376. 01.

A Ckay.

Q What is that?

A Basically, the very top portion of it is ne
respondi ng back to the |l egal counsel at Staffnmark.
Because they're questioning, you know, what is happening
with the collection process. And | basically stated that

| would forward any responses | got fromIRP to themas to
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how | was doing with the collection response. | had
e-mai |l ed David Banks basically to say, any updates on
paynment ?

THE COURT: M. Kirsch, lay the foundation. Have
it admtted before she testifies any further as to the
contents.

MR. KIRSCH: Yes, Your Honor. Sorry.

Q (BY MR. KIRSCH) Wthout talking about the contents of

t he nessages here --

A Ckay.

Q -- were these nessages that involved you?
A Yes.

Q Who were the other parties to the nessages?

David Banks, with IRP, and Patrick MAI pine, |ega

counsel for Staffmark.
Q And did these nessages pertain to the collection
activity that you were engaged in with | RP?
A Yes, sir.
Q And are these -- is this an accurate copy of those
e-mail s that were exchanged during that tinme?
A Yes, sir.

MR. KIRSCH. Your Honor, | would nove to admt
Gover nment Exhi bit 376. 01.

THE COURT: Any objection?

MR. ZIRPOLO No objection.
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THE COURT: Exhibit 376.01 will be admtted and,
yes, you may publi sh.

(Exhibit No. 376.00 is admtted.)

MR. KIRSCH. Thank you, Your Honor.

Can we start, please, with page 2 of that exhibit.
Can you enlarge the bottom half, please?
Q (BY MR. KI RSCH) Al right. M. dson, can you see
that on your screen now?
Yes, sSir.
And this nessage cane from who?
Davi d Banks.
What is the date on it?

Novenber 18, 2004.

o >» O >» O >

Do you recall whether or not people were still being
payrolled by this tinme?

A Yes.

Q Al right. And the information that's in the
paragraph at the bottom of the screen now that begins,
"Here is a little history on our conpany," was that
consistent with the information that you had gotten from
M . Harper before?

A That is correct, yes.

Q How di d you understand the -- how did you understand
t he nmeaning of the phrase, "W are the solution of choice

for initiatives wth the Departnent of Honel and Security
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and the Departnent of Justice."
A M/ interpretation of that was that they had contracts
with the DHS and the DQJ.
MR. KIRSCH: |If we can now scroll up on that,
pl ease, and enl arge that next nessage. Please start up
t here.
Q (BY MR- KIRSCH) |Is that date accurate, as far as you
know, that is on the screen now, Ms. O son?
A Yes.
Q Approximately two nonths after the previous e-mail ?
A Yes.
Q And you indicated there that you hadn't gotten any
returned phone calls in the last two weeks?
A Correct.
Q | take it you had been naking calls?
A Correct.
Q If we go, then, to the bottom of page 1, and start
with where it says, "Oiginal Message" there. 1Is this the

response that you received to that nessage?

A Yes.

Q Had you requested at sone point a neeting with

M . Banks?

A | actually offered to take himto lunch to see if we

could get it resolved.

Q Al right. And that's the context for the response
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about the lunch neeting and not providing additional

i nformation?

A Yes.

Q Dd IRP satisfy its debt with your conpany in the
near future as related to that e-mail?

A No, they did not.

Q As far as you know, did they ever?

A To ny know edge, no.

Q Do you know or do you recall what the approxi mate
total anount of the outstanding invoices was?

A To the best of ny recollection, when | was still

involved in it before | left Staffmark, it was around
222, 000.

MR. KIRSCH: If | could have one nonent, Your
Honor .

Thank you very nuch, M. d son.

THE WTNESS: You are wel cone.

THE COURT: M. Banks, you nmay proceed.

MR. BANKS: Thank you.

CROSS- EXAM NATI ON

BY MR. BANKS:
Q Ms. O son, you just testified that you cane to the
office of IRP.
A Yes, sSir.

Q And who did you say you net with?
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Ken Har per.

Did you neet with anyone el se?

The other five people we were payrolling, yes, sir.
You didn't neet with any other executives at |RP?

Not to ny recollection, no.

o >» O > O >

Can you explain -- now, the Governnent presented a
Service Agreenent that was signed by M. Stewart, and a
personal guaranty that was signed by M. Banks. It is
your testinony that when you cane to the office, you never
met with either of those people during your neeting there.
You did nmention you wanted to wap up the whole
transaction at that particular point in tine.

A That is correct. | left the contract and credit
application with Ken Harper.

Q Ckay. Now, how did you receive that application back
to you?

A | would inmagine they either e-mailed it or faxed it
back to ne, because | only went to the office one tine.

Q Ckay. Now, | want to ask you a question. You said
you were uncertain whether or not you ran a credit check
on I RP Sol utions.

A Correct.

Q What was Staffrmark's general policy wth extending
credit to a conmpany?

A Typically, quite honestly, we would run the reference
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checks. But for a payrolling aspect, with a persona
guaranty, and in light of the fact that | felt that they
had a contract with the federal governnent, | wasn't
really concerned about being paid, quite honestly.

Q Honestly, Ms. Oson, is a contract -- let ne ask you
this. |Is the business dealings of a particular conpany,
whet her they work with a corporate custonmer, a governnent
custonmer, is that really a decision that Staffmrk nakes
to do business? |Is it what they woul d consider?

A | am not sure | understand the question.

Q Do you use the conpany's credit profile to nake a
determ nati on on whether to proceed w th doi ng business,
or do you just -- or do you just evaluate the custoner
based on the line of business they mght be in?

A Quite honestly, it is a decision nade by the branch
manager. It is a judgnent call.

Q SO - -

MR. BANKS: Your Honor, | would like for Ms. d son
to review credit profiles submtted to her conpany.

THE COURT: For what purpose?

MR. BANKS: She said that she is uncertain if she
actually -- they actually did a credit review. | would
like her to refresh her recollection.

THE COURT: So is this a report that was prepared?

MR. BANKS: Yes.
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THE COURT: Have it marked for identification.

MR. KIRSCH: Can | see it, as well, Your Honor?

THE COURT: Yes. | amsorry.

MR. BANKS: May we have a nonent, Your Honor?

THE COURT: You nmay.

MR. KIRSCH. | have no objection, Your Honor.

THE COURT: Al right. Have it marked for
identification.

COURTROOM DEPUTY:  Defense Exhibit 332.

THE COURT: Al of the other nunbers we have for
identification, the last one was 344. So it shoul d be
345, | believe, to stay inline with where we started.

COURTROOM DEPUTY:  Def endants' Exhibit 345.

MR. BANKS: My | proceed, Your Honor?

THE COURT: You nay.

Q (BY MR. BANKS) If you would | ook at the highlighted
sections on there.

A Ckay.

Q Specifically, on the Experian credit report?

MR. KIRSCH: (nbjection to tal king about the
subj ect .

THE COURT: You are using this solely to refresh
recoll ection of whether there was a credit check.

MR. BANKS: | understand, Your Honor.

THE COURT: So ask her if that refreshes her
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recol | ection.

Q (BY MR. BANKS) Does that refresh your recollection?
A | have never seen this before.

Q You have never seen that before.

Now, you did provide -- before |I nove on to that,
you did provide a chronology of events that took place to
the FBI when they contacted you; is that correct?

A Yes, sir.

Q And all docunentation that you had associated with

| RP, you provided to the Governnent at that tinme; is that
correct?

A | didn't personally provide it. | was no |onger
enpl oyed with Staffmark at that tine.

Q Ckay. Now, did -- according to that credit report,
did Staffmark run a credit report? Run a credit check?

MR. KIRSCH. (nbjection, Your Honor, |ack of
f oundat i on.

THE COURT: |If you know.

THE WTNESS: Could you repeat the question?
Q (BY MR. BANKS) You had a chance to refresh your
recol l ection; correct?
A Yes. To refresh ny nenory. | don't recall if we ran
a credit check or not.

MR. BANKS: Ckay. One nonent, Your Honor.

Q (BY MR. BANKS) M. dson, is that docunent
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consistent with the type of credit check that Staffmark
woul d usual Iy receive?
A | don't know if our corporate offices obtain these
typically. These weren't sent to the branch office.
Q So you have no know edge of whether or not -- | wll
clarify that -- whether or not Staffmark ran a credit
check on I RP Sol utions?
A That's true. | amnot certain if that was done or
not .
Q You cannot testify to that, then

Let's nove on. Now, in your -- you have been in
the staffing industry for how | ong?
A For 20 years.
Q And if a person signs a personal guaranty, what does
that indicate to you?
A That indicates to ne that if for any reason that the
conpany goes bankrupt, goes out of business, whatever the
reason m ght be, that the conpany, neaning Staffmark, has
the right to go after that person individually to collect
their debt. That is the interpretation of that contract.
Q Ckay. Wuld you agree that a person signing a
personal guaranty is putting his own neck on the line?
A Yes.
Q And his own credit on the line?

A Yes.
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Q At such tine -- when did you turn this over to

col |l ections?

A Honestly, | don't recall the date that it got turned
over to collections.

Q Do you recall any sort of tine franme; 20 days, 10
days, 2 weeks?

A No. It had gone out there awhile.

Q What do you nean, "It had gone out there awhile"?

A It had been a couple nonths before corporate
contacted ne and said, Kathy, we have no paynent on this,
we need to start collection activity.

Q Ckay. You say you are the branch manager, but you
are not aware of any credit policy, whatsoever, that

Staf fmark has; correct?

A No. Wiat | amsaying is -- | don't know if corporate
is required to do it or the branch is required to do it.

| mean, it's 6 years ago. M/ conpany is totally different
now. So | amnot going to sit here and state | am
absolutely certain of the credit policy of Staffmark,
because | don't recall

Q How | ong did you work for Staffmark?

A The last juncture was for 2 years.

Q And in all that tine, over a 2-year period, you did
not have occasion to interface wth corporate on a

credit -- some sort of credit review?
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A | amnot saying that. | amsaying | don't recal

ran the credit, whether it was the branch's responsibility

or the corporate office's responsibility.

Q But do you renenber running credit checks or ever

receiving a credit check, for that matter, in the 2 years

you were branch nmanager ?
A | don't recall.
Q Ckay. Now, | want to take your attention back to
Gover nment Exhi bit 376. 01.
A Ckay.

MR. BANKS: Your Honor, can we publish 376.01
agai n?

THE COURT: You nay.
Q (BY MR. BANKS) | will go ahead and ask you a
guestion. Wen you contacted M. Banks regarding
collection activities -- according to the Governnent's
exhibit, it was on Novenber 18, 2004 -- M. Banks

responded to your communi cati on.

A Ckay.

Q Dd he provide you just an overall history on his
conpany?

A | am not sure | understand the question.

Q Is that what -- that reading of his e-mail just an

overall history on the conpany? |If you go to the first

page.

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

756

A | am sorry, go ahead.

Q | am sorry. You can respond.

A On page 2 of the docunent, he is giving ne a
background based on their actual solution; CLC solution
due diligence with the DHS. That they were technically
aligned to be able to -- | nean, basically, "To our
surprise, CILC Solution was so tightly aligned with their
conceptual vision, it appeared they had literally

pl agi ari zed our intellectual capital."

He goes to say that they had nunmerous neetings with
the DHS, other federal, state and |ocal agencies. "The
response is the sanme across all agencies; |IRP Sol utions
has by far devel oped the nost conprehensible investigative
sol ution they have ever seen.”

Q Wul d you say that fromreading that, it is your
opi nion that M. Banks believes in their product and what
they are doi ng?

MR. KIRSCH: njection, |ack of foundation.

THE COURT: Calls for -- yes, sustained.

Q (BY MR. BANKS) Wiat is your opinion of that e-mail?
A My opinion of that is that he is re-affirmng what |
was al ready told; that they have contracts; federal

gover nment contracts.

Q And where does he nention a contract in that

conmuni cati on?
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A The specific word "contract"?

Q Yes.

A He doesn't.

Q So if M. Banks believes theirs is the solution of
choice, and articulates that -- let nme withdraw that.

Wul d you agree M. Banks is fairly articulate in
this e-mail and fairly detail ed?
A Yes.
Q kay. And if there is no nention of a contract, how
do you ascertain fromthat that there was a contract?
A | guess | interpreted it in the |last paragraph on
page 3, where it says, "l have attached a couple of
articles fromthe federal government on the business we
are engaged in."
Q Go to the second page where it says "Qur conpany."
The paragraph starts "Qur conpany."
A On the second page of his response, sir, is that what
you nmean? Actually, page 3 of the docunent?
Yes.
Ckay.
Are you there?

Yes, sir.

O >» O > O

If you go dowmn to where it says "Revenues," about the
fourth sentence.

A Yes, sir.
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Q What exactly does that say?

A It says, "Revenues are to be realized in excess of
$70 mllion over the next 12 nmonths from four
opportunities at the federal, state and |ocal |aw
enforcenment areas." Wich, to ne, inplies they are going
to be receiving funds in order to be able to pay their
debt. That is ny perception of this article.

Q Can you read on further?

A "We are very close to resolving our cash flow
situation through the closing of one of the contracts or
negotiating satisfactory terns with new investors."

Q Ckay. So does that indicate a contract in place to
you?

A No. But the next sentence does.

Q Go ahead.

A "W fully expect to start satisfying invoices within
t he next few weeks before we get too entrenched into the
hol i day season.”

Q How does that indicate a contract to you?

A | guess, in ny opinion, based on ny perception of how
| read this, is that they believe that they are going to
realize revenue in the anount of 70,000 (sic), based on
prior discussions that we had with your organi zation, and
they feel they can satisfactorily pay their debts before

the holiday season. That is how | interpret that.
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Q So that is your interpretation?
A Yes, sir.

Q You cannot speak to what M. Banks was thinking when
he wote that e-mail, correct?

A No. Because | never have personally spoken to him
So it is all about interpretation.

Q You have never personally spoken to M. Banks?

A To ny know edge, | have never personally spoken to
M . Banks.
Q Now, the CGovernment referred you to another e-mail

two nonths | ater?

A Uh- huh.

Q Are you aware of any communi cati on between your | egal

counsel , M. MAI pi ne, between those dates?

A To ny know edge and recollection, no. It could or
coul d not have happened. | am not certain.
Q If M. MAl pine had reached out to M. Banks,

obvi ously you woul d not have known that, and your
communi cation -- you were not communicating wth
M. Al pine once it gets turned over to collections; is
that correct?
A No. Wiat | amsaying is | don't recall whether or
not there was any other conmunicati on.

MR. BANKS: Your Honor, | would |like to provide

Ms. dson with aletter fromM. MAl pine, their |egal
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counsel .

THE COURT: What is the relevance of this letter?

MR. BANKS: M. Alpine, (sic) through her -- the
government testinony, has indicated that | did not contact
her. There was no contact between Staffmark and IRP for
two nonths, indicating that there was absolutely no --

THE COURT: So this is essentially comrunication to
St af f mark?

MR. BANKS: This is from Staffmark.

THE COURT: Does it show you conmunicating to thenf?

MR. BANKS: No, it does not, Your Honor.

THE COURT: Then how is it rel evant?

MR. BANKS: Because he communi cated to us, and it
had been turned over to collections at that particul ar
time. And Ms. A son did not have know edge of what was
goi ng on between credit and collections.

THE COURT: How is that relevant to this case?

MR. BANKS: It is relevant, Your Honor, because the
Governnent has asserted that not only has | RP not
responded, but at |east --

THE COURT: D d IRP respond to that letter?

MR. BANKS: Yes, but it's not in this docunent.

THE COURT: M. Kirsch, have you seen this
docunent ?

MR. KIRSCH. | have, Your Honor. W actually had
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it marked as a Governnent exhibit. If M. Banks wants to
admt it, we have no objection. It is 376.02. | think
Ms. Oson already has it in front of her.

THE COURT: 376. 02.

MR. BANKS: Thank you.

THE COURT: Do you wish to have 376.02 adm tted?

MR. BANKS: Yes, Your Honor.

THE COURT: 376.02 will be admtted.

(Exhibit No. 376.02 is admtted.)
Q (BY MR. BANKS) So, is it safe to say, Ms. dson, you
had no know edge of corporate credit policy while you were
branch manager at Staffrmark? You've testified --

THE COURT: You have to |let her answer.

MR. BANKS: Ckay.

THE WTNESS: | amsaying | don't recall the
process since it has been al nbost 6 years.
Q (BY MR. BANKS) 1Is there a standard process that
branch managers understand the corporate policy of that
particul ar conpany?
A Again, | believe | said, based on the discretion of
t he branch manager, we would provide credit applications.
Sonetimes references are checked, sonetinmes they aren't,
based on the decision that we make of the business that
we're going after.

Q Ckay. So there is no set due diligence process by
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Staffmark to ensure the creditworthiness of a particul ar

client -- potential client?
A Ri ght .
Q Ckay. | want to take you back to the --

A Do | not need 376.02 any nore?
Q | don't need that any nore. -- credit report we just
provided to you nmarked Defense Exhibit 345; is that
correct?

COURTROOM DEPUTY:  Yes.
Q (BY MR. BANKS) Wiat is highlighted in yellow on that
particular credit profile?
A What is highlighted is "Action. H gh risk."

MR. KIRSCH. (nbjection, Your Honor. That docunent
is not in evidence.

THE COURT:  Sust ai ned.

MR. BANKS: Your Honor, the defense noves to make
t hat docunent adm ssi bl e.

MR. KIRSCH. (njection.

THE COURT: The problemis, you haven't laid
foundation. She has never seen this docunent before.

MR. BANKS: Ckay, Your Honor. Ckay.

| have no further questions.

THE COURT: Anybody el se?

MR. HARPER: Yes, Your Honor.

THE COURT: M. Harper, you nmay proceed.
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CRCSS- EXAM NATI ON
BY MR. HARPER
Q Good norni ng, Ms. d son.
A Good norni ng.
Q Can you explain at the tinme that you were at
Staf fmark, how Staffmark nakes noney and drives revenue?
A W go out and we pursue business. O, in the
situation that a business conmes to us, we determne the
rel evance of a good partnership. W put a service
agreenent together based on our ability to fill jobs and
difficulty of filling them W establish an agreed upon
mar k- up, get the service agreenent signed, and start doing
busi ness.

THE COURT: Now, when you give an answer, slow down
so ny court reporter can get it all down. She is good and
she got it all, but slow down.

THE WTNESS: | am sorry.

Q (BY MR. HARPER) Ms. dson, is that a standard
process for qualifying a new client?

A Wien it's not a payroll position. So if | were the
one to have reached out to I RP Sol utions, which was not
the case, you know, set up an appointnent, do the due
diligence, do the research, find out about the

organi zation, and fromthere we woul d determ ne whet her or

not we could have a viable partnership; an agreed upon
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contract.

Q Ckay. So that process varies fromclient to client?
A Not necessarily, unless it is a payrolling client.
The payrolling vendor is what we call wage nmastering in
our industry, and is very different.

Q Ckay. And you were the branch nmanager; correct?

A Yes, sir.

Q Ckay. Were you al so paid conm ssion based of f

pl acenent, whether it be payroll or contracting or staff
augnent ati on?

A To ny recollection, | don't think that there was a
percentage you had to hit in GP. So, nore than likely, |
probably was paid a conm ssion.

Q So you were paid conm ssions?

A | think so.

Q Ckay. Now, are there any situations when you were at
Staf fmark where you had internal discussions about risk
versus reward with doing business with a particular
conpany?

A Meani ng risk versus reward on continuing to do

busi ness or earn commi ssion, is that what you are asking?
Q No, prior to. Before you engaged a new client.

A Again, it is the judgnment call of the branch nmanager.
And, typically, they are the one out selling the business.

And so they are the ones that are nmaking the determ nation
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And you, bei
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it is a good or bad risk, if you will.

ng the branch manager, it was your call

And at the time, just roughly, how many clients would

you say your conpany had at the tine in 2004, if you can

Q

so to speak?
A Yes,

Q

recal | ?

A Best

guess,

we m ght have at the tinme been doing

business with 50 to 70 clients.

Q

Ckay.

Now,

did you have any docunentation of the

different types of contracts and projects that all your

clients were involved in at that tine?

A

Q

|"'mnot sure | understand the question.

At the time in question, 2004, did you have

docunment ati on, or

did you require docunentation of your

clients of the contracts and the types of projects that

they were involved in?

A

pl ace.

Qur

requi rement was to have a service agreenent in

And the purpose of that was to safeguard both

parties of the agreed upon mark-up of the terns and

conditions of the

Q

Ckay.

Is it

have sone type of

contract.
a prerequisite of all of your clients to

active contract they are working on

before you do business with thenf

A

No.
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Q So, specifically to IRP, you were told that they had
a governnent contract?

A Yes, sSir.

Q What type of contract did they have?

A To ny know edge, the way they prefaced it with ne, is
that they had a software programthat they were working
on; that they had a contract in place with Honel and
Security in order to put that program-- software program
in place.

Q | amsorry, Ms. Oson, that is not what | asked.
asked what type of contract. You said they had a
contract. So | am asking you what type of contract did

t hey have?

A | can't answer that.

Q So if you didn't know what type of contract, but you
just affirmed they had one -- you just said you didn't
know what type.

A Good point. It's how | perceived ny conversations
and the e-mails that | read. Based on that, | felt
personally that they had, in fact, established a contract
wi th Homel and Security.

Q So your perception was that they had a contract, but
they did not tell you?

A | never saw an actual contract fromIRP w th Honel and

Security.
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Q SO you never saw a contract?

A No. But why would | ask for it?

Q You just stated they told you they had an active
contract, but you did not want to see that contract?

A | didn't say that. | said |l don't -- when | start
doi ng business with a client, |I don't delve in and have
them verify that they do what they say they are doing.
May | use an exanpl e?

Q Pl ease.

A So a current client that | currently have right now,
Avago Technol ogies, a $2.2 mllion a year contract, |
don't go in and ask to see their contracts of what clients
they are doing business with in order to do business with
t hem f rom Manpower .

Q kay. Are you famliar with the type of contract
cal | ed DOA?

A | don't believe so.

Q Ckay. Are you famliar with a contract called | D @
A | don't think so.

Q Ckay. So your basic understandi ng of governnent
contracts, and the facts you are stating, that you began
working with I RP based off of that assunption that they
had a contract, why didn't you feel it inportant to get
speci fics about that contract?

A You know, having worked for the federal government
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prior in ny career, | feel |ike when soneone says they
have a contract with the federal governnment, | feel pretty
secure personally, ny perception, that bills wll get
pai d.

Q So you didn't care if the contract was a hundred
dollars or $10 mllion?

A But when you |l ook at the e-nmail that was presented
where he stated --

Q That is not the question | asked. You didn't care if
the contract was a hundred dollars or $10 million?

A Yes. That would have mattered to ne.

Q But you didn't ask the anobunt of the contract?

A No, sir, | did not.

Q Ckay. So, ultimately, whether a conpany has a
contract with the government or is just doing an interna
project that requires assistance, it doesn't matter to
you?

A Coul d you repeat that?

Q Yes. So whet her your conpany, Staffrmark -- or, | am
sorry, let me rephrase. Wether IRP had a contract with
t he governnment or was just doing an internal project that
requi res assistance on that project, it doesn't nmatter to
you whet her they have a contract or working on a project?
A | guess ny answer to that is | thought they did have

a contract.
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Q And you stated earlier they had a contract. Wy was
there no nention in your e-mail comrunication with
M. Banks that you didn't state IRP told nme they had a
contract?
A Can't answer that. | guess it never cane up.
Q You were never told they had a contract, were you?
A Yes. | was told by Ken Harper that they had a
contract with Honel and Security.
Q But you can't recall any specifics of the contract;
is that correct?
A Only that they had a contract with Honel and Security
devel opi ng software. | believe there was even an article
that was presented to ne way back when that stated that
| RP was working with Honmel and Security. | don't know if
that article is available or not.
Q So you woul d agree that working with an agency and
having a contract are two different things. Wuld you
agree with that?
A | would agree with that statenent.

MR. HARPER: No further questions, Your Honor.

THE COURT: kay. Anybody el se?

MR. BANKS: No, Your Honor.

THE COURT: Any redirect?

MR. KIRSCH: Pl ease, Your Honor.

Your Honor, could | ask to publish Governnent
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Exhi bit 376.02, please?

THE COURT: You nay.

REDI RECT EXAM NATI ON

BY MR, KI RSCH
Q Ms. Adson, this is the collection -- the letter from
the attorney that you were referencing; is that right?
A Yes, sir.
Q This references a total anount due of over $240, 000.
Do you have any reason to think that that figure is
i ncorrect, as opposed to the figure you said before, which
| think was a little | ower?
A No. They woul d have had records at the corporate
office of every outstanding invoice. | was just giving ny
best guess.

MR. KIRSCH. Thank you, Special Agent Smth.
Q (BY MR. KIRSCH) And, then, when you were bei ng asked
t he questions about the existence of the contract, at one
poi nt you said, why would | ask to see the contract? Can
you explain why it is that you didn't feel the need to see
t he actual contract?
A | mean, based on ny conversations with Ken Harper on
what they were doing and the product that they were
bui |l di ng, you know, Honel and Security is real and existing
today, and if the statenent of we are working on a

software program for Honel and Security, | felt very
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confident that there was a contract in place, and that
they would be able to pay their bills accordingly. That
was ny interpretation of that.
Q Did you have any -- were you naking any assunptions
at that tinme about whether or not M. Harper was being
truthful with you?
A | would have no reason to think he wasn't.
Q When you generally do business with clients, |ike the
ones that you described, do you generally assune that your
clients are giving you accurate information?
A Yes, sir.

MR. KIRSCH. Thank you, M. d son.

THE COURT: Al right. My this wtness be
excused?

MR. KIRSCH:. Yes, please.

THE COURT: Thank you very much, Ms. O son, you are
excused.

THE WTNESS: Thank you.

THE COURT: How long will the next w tness take?

MR. KIRSCH: Your Honor, | expect a simlar anount
of time to Ms. O son.

THE COURT: Wy don't we go ahead and take a short
break now, as opposed to having to wait until that |ater
timte. W wll be in recess until 10:25.

(A break is taken from10:09 a.m to 10:28 a.m)
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(The following is had in open court, outside the
heari ng and presence of the jury.)

THE COURT: Al right. Anything that needs to be
brought to ny attention?

MR. KIRSCH. No, Your Honor.

THE COURT: Al right. M. Barnes, would you
pl ease bring in the jury.

(The following is had in open court, in the hearing
and presence of the jury.)

THE COURT: You nmay be seat ed.

Government may call its next w tness.

M5. HAZRA: Thank you, Your Honor. The Governnent
call s Susan Sl akey.

COURTROOM DEPUTY: Your attention, please.

SUSAN SLAKEY

having been first duly sworn, testified as foll ows:

COURTROOM DEPUTY: Pl ease be seat ed.

Pl ease state your nane, and spell your first and
| ast names for the record.

THE WTNESS: Susan Slakey. That's SU S A-N
SL-AKEY..

D RECT EXAM NATI ON

BY M5. HAZRA:
Q Good norni ng, M. Sl akey.

A Good norni ng.
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Where are you currently enpl oyed?
ESG Consul tants.
And how | ong have you been with ESG?

| started with ESG in 1997.

O >» O > O

I f you could just nake sure you keep your voice up so
everybody can hear you.

Ckay.

What is your position with ESG?

Director of corporate services.

And how | ong have you been the director?

Si nce 2003.

Were are you | ocated?

Santa C ara, California.

Is that where the main office of ESGis?

It is.

What ki nd of business is ESG?

| T consulting and staffing services.

What kind of staffing services does ESG provide?
| nf ormati on technol ogy.

| would like to turn your attention to 2004.

Ckay.

o >» O » © » O » O > O > O > O »F

At sonme point in tinme did you becone aware of a
potenti al business opportunity with | RP?
A | did.

Q What was your understandi ng of the business
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opportunity with I RP Sol utions?

A

They had a project that they wanted ESG to support

themwith by bringing in a consultant to do sone technical

work for them

Q Based on this, did you follow up with | RP?

A Yes.

Q Who did you speak with?

A Davi d Banks.

Q Dd M. Banks tell you his connection to the conpany?
A He did.

Q What was that?

A CEQO

Q You did follow up with himon tel ephone, | suspect?
A Yes.

Q And in the course of this conversation, did M. Banks
tell you what kind of work IRP did?

A They were devel opi ng software for |aw enforcenent.

Q Dd M. Banks identify specific | aw enforcenent

agenci es?

A Yes.

Q And what were those?

A Honel and Security, FBlI and police.

Q Dd M. Banks tell you what they wanted in terns of

staffing needs?

A

Yes.
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And what did he say?

The services of Kendrick Barnes.

And what was your understandi ng, based on what
Banks told you, what M. Barnes was going to do?

Sone techni cal work.

O >» £ O » O

In addition to speaking with M. Banks, did you
request additional information concerning IRP's financial

situation?

A Yes.

Q And what kind of information did you request?

A The conpletion of our credit reference form

Q And who did you ask to do that?

A Davi d Banks.

Q What was M. Banks' reaction when you asked himthat?
Hs initial reaction was that he did not want to

provide information -- financial information, because his

investors would not want to provide that information.
After sone discussion, eventually he conpleted the form
but asked that we not follow up in contacting the people.
Q Did he tell you why he didn't want you to follow up
to contact the people?

A He said because he didn't want -- the investors did
not want to provide the information; didn't want it to be
public.

Q D d you honor his request to keep his investors
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non- publ i c?

A Yes, we did.

Q Did M. Banks al so supply references at your request?
A Yes.

Q Were those references related to I RP Sol utions?

These were busi ness references of theirs that | RP

Sol uti ons had done busi ness w th.

Q Do you renmenber the references that M. Banks
provi ded?
A | renmenber one was a Denetrius Harper, and anot her

was Syl via MGhee.

Q Do you renmenber the conpanies that were associ ated
with either of those individuals?

A Denetrius Harper was DHK or DKH Enterprises. And |
don't remenber Ms. McGhee, but it is on the form

Q In addition to getting the credit reference
information and references, did you take additional steps
to find out nore informati on about |IRP's business?

A Yes.

Q And what were those?

A The two owners of ESG and | went on the internet and
went onto I RP Sol utions' website and confirmed on there
that there was all sorts of information about |aw
enforcenment work. They were supporting police

departnents, and they had a contract with Honel and
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Security.

Q Based on all of this information, did you decide to
go into business with | RP?

A Ve did.

Q Was this decision consistent with ESG s nor nal

policy?

>

No, it was not.
Wiy was it not?

ESG has a policy of not working with start-ups.

o > O

Wiy did you nmake an exception in |IRP's case?

Because after information provided by M. Banks, and
the information that we saw on the internet, it seened
very credible that they did, in fact, have |aw
enforcenent, Honel and Security, governnent contracts, and
t hey woul d have the fundi ng necessary to pay us.

Q | would like to show you what has been marked for
identification as Governnent Exhibit 130.01. Do you

recogni ze that docunent?

A | do.

Q What is this docunent?

A This is ESG s client agreenent.

Q Who is the client agreenment between?
A ESG Consulting and | RP Sol uti ons.

M5. HAZRA: Your Honor, | ask that Governnent

Exhi bit 130.01 be admtted.
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THE COURT: Any objection?

MR. ZIRPOLO. No objection, Your Honor.

THE COURT: 130.01 will be adm tted.

(Exhibit No. 130.01 is admitted.)

M5. HAZRA: May it be published?

THE COURT: It nmay.

M5. HAZRA: Thank you, Your Honor.

Special Agent, if you could go to the second page,
and hi ghlight the bottom signature area.
Q (BY M5. HAZRA) The date there, does that accurately
reflect the tinme in which ESG entered into a contract with
| RP?
A Yes, it does.
Q And signature there for ESG Consulting, who is that

i ndi vi dual ?

A Sal Safi .

Q Wo is that?

A Omer and CEQ

Q Who signed for IRP Sol utions?
A Davi d Banks.

M5. HAZRA: Thank you Speci al Agent.
Q (BY MB. HAZRA) If you could please | ook what has
been marked for identification purposes as Governnent's
Exhi bit 130.02. Do you recognize 130.02?

A | do.
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> O > O

M5. HAZRA:

VWhat is that docunent?

This is a statenent of work.

Bet ween I RP Sol uti ons and ESG Consul ti ng.

Your Honor, | ask that Governnent's

Exhi bit 130. 02 be nade adm ssi bl e.

THE COURT: Any objection?

MR, BANKS:
THE COURT:
(Exhibit No.

Q  (BY MB. HAZRA)

No obj ection, Your Honor.
130.02 will be nmade adm ssi bl e.
130.02 is found adm ssible.)

Last, if you could please | ook at

what has been marked for identification purposes as

Gover nment Exhi bit
docunent ?

A | do.

130.03. Do you recogni ze that

Q What is this docunent?

779

A This is a tenporary enploynent agreenent between ESG

Consul ting and Kendrick Barnes.

M5. HAZRA:

| would ask 130.03 be adnmtted.

THE COURT: Any objection?

MR. ZI RPOLO:
THE COURT:
(Exhi bit No.
M5. HAZRA:

THE COURT:

No obj ecti on.
130.03 will be admtted.
130.03 is admtted.)
Your Honor, may it be published?

Yes, it may.

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

780

M5. HAZRA: If you could highlight just that first
page there.
Q (BY M5. HAZRA) Does this agreenent nenorialize the
-- does this docunent nenorialize the agreenent between
ESG and Kendrick Barnes?
A It does.
Q Do you see his name there under "Enpl oyee

| nfornati on"?

A Yes.

Q Wiose enpl oyee was M. Barnes in this arrangenment?
A He was an enpl oyee of ESG Consul t ants.

Q How does that work?

ESG hired himas a W2 enpl oyee, which neans we were
responsi ble for paying him for paying all payroll taxes
and statutory insurance and taxes on him For all intents
and purposes, he was enpl oyed by ESG.

Q There is a "Cient Information"” here of IRP
Solutions. Wat is that information?

A That is the client that our enployee, Kendrick
Barnes, was asked to support.

M5. HAZRA: And if you could just turn to the
second page, Special Agent. Just highlight the signature
l'ine.

Q (BY M5. HAZRA) Again, is that Kendrick Barnes

signature on the right-hand side?
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A | believe so, yes.

Q Who is the other signature?

A John Landau. He was the account nanager and
recruiter for ESG Consulting who handl ed M. Barnes.

Q In this arrangenent between M. Barnes and ESG who
found M. Barnes, so to speak, to work for |RP?

A Well, the recruiter that he worked with was John
Landau.

Q Was it your understanding that |RP suggested him or
M . Landau independently found M. Barnes, if you know?
A Wiat | was told by M. Landau --

Q And | don't want you to tell ne what he told you.

At the tinme that M. Barnes entered this enpl oynent
contract wwth ESG did you have any know edge of a
personal rel ationship between M. Barnes and M. Banks?
A No, | did not.

Q And at the tine that M. Barnes entered into this
enpl oynent contract with ESG did you have any know edge
that M. Barnes had worked for IRP previously with other

staffing conpani es?

A No.

Q And woul d that fact have caused you sonme concerns?
A Absol utely, yes.

Q Wiy is that?

A Because we woul d only have an enpl oyee who is doing
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work for us, and not for soneone else at the same tine.
It wouldn't be practical.

Q Ckay. That is if you had known that he was working
for another conmpany at the sane tinme he was working for
ESG?

A That's correct.

Q D d you have knowl edge that at the tine that you
enpl oyed M. Barnes to work at I RP, he had previously
worked at IRP for other staffing conpanies?

A No, | did not.

Q Wul d that fact have caused you any concern?

A It would have nmade ne very curious. | would have
want ed nore information about why.

Q And woul d you have wanted to know t he know edge of
whet her or not M. Barnes had a personal relationship with
| RP and M. Banks?

A Yes.

Q And why is that?

A Because it's -- it is outside the normal course of
busi ness.

Q And how does M. Barnes keep track of his tinme for
ESG the tinme he is working at |RP?

A He conpleted a tinme sheet on a weekly basis and had
it approved by the manager, confirm ng the work was done.

Then he faxed that tine sheet to our office in California.

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

783

Q And why does it require the nmanager to approve the
time sheet?

A By approving the tinme sheet, the manager is
authorizing -- is confirmng the work is done and
authorizing us to bill themfor it, and confirmng that
t hey approved that charge.

Q So ESG bills the client based on the hours worked?
A Yes.

Q Does ESG bill directly that anmount, or does ESG add
sonmething to that anmount that they bill the client?

A The total amount ESG bills the client is the anount
we have to pay the enpl oyee, plus the anobunt that we have
to add in for statutory payroll costs, insurance;
payrolling costs in general, as well as a profit for the
conpany.

Q I f you could please | ook at what has been marked for
identification purposes as Governnent's Exhibit 131. Do
you recogni ze Governnent's Exhibit 1317?

A | do.

Q What is 131.007

A These are tine sheets from Kendrick Barnes for the
hours that he billed for IRP Sol utions.

Q And are the dates -- the week reflected there
consistent with the weeks that M. Barnes worked at |IRP

Solutions for ESG Consulting?
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A Yes, they are.

M5. HAZRA:  Your Honor, | would ask that
Governnent's Exhibit 131.00 be adm tted.

THE COURT: Any objection?

MR. BANKS: No objection, Your Honor.

THE COURT: Exhibit 131.00 will be admitted, and it
may be publi shed.

(Exhibit No. 131.00 is admtted.)

M5. HAZRA: Thank you, Your Honor.

Special Agent Smth, if you could highlight just
the text portion of that to nmake it easier to see.

Q (BY M5. HAZRA) If you could describe this for the
jury, the various entries here.

A Ckay. Certainly. Well, you see his nane is at the
top. The enployee puts their nanme at the top. And then
at the end of each week, they input -- they list all of
the hours they worked for the particular project. Then,
t he enpl oyee who is doing the work signs their consultant
signature, again, confirmng that that is correct.

And then the enpl oyee has his nmanager at the job
site -- in this case, it was M. Barnes at IRP, | believe,
al t hough | ooking at this here, this could possibly have
been M. Zirpolo's signature, | amnot sure. But soneone
signed this particular one on behalf of IRP Solutions

confirmng that, yes, this is accurate, that M. Barnes
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did, in fact, work the hours.

MR. BANKS: (bjection Your Honor, she cannot
reasonably read that that is M. Zirpolo's signature.

THE COURT:  Sust ai ned.
Q (BY M5. HAZRA) Do you know, based on your review of
the records for ESG who was the supervisor of M. Barnes'
hour s?
A M. Zirpolo.

M5. HAZRA: And, Special Agent, if you could go to
page 6.
Q (BY MB. HAZRA) And, Ms. Sl akey there you can see

sone overtinme hours listed; is that right?

A Yes.

Q Does ESG require approval for overtinme hours, as
wel | ?

A Yes.

Q And the client has to approve those hours?
A Yes.
M5. HAZRA: Thank you, Special Agent.
Q (BY M. HAZRA) D d ESG Consulting pay M. Barnes for
the hours he worked?
A Yes.
Q I f you could please | ook at what has been marked for
identification purposes as Governnment's Exhibit 133. Do

you recogni ze Governnent's Exhibit 133?

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

786

A | do.
Q What is that?
A This is a copy of a payroll report. And this
particul ar page is the payroll record of what M. Barnes
was pai d.

M5. HAZRA: | would ask that Governnment's Exhibit
133. 00 be nmade adm ssi bl e.

THE COURT: Any objection?

MR. ZIRPOLO  No objection.

THE COURT: Exhibit 133.00 is nade adm ssi bl e.

(Exhibit No. 133.00 is found adm ssible.)
Q (BY MB. HAZRA) Ms. Sl akey, you were previously
describing that after you receive the tine cards, they
bill, in this case, IRP;, is that right?
A That's right.
Q Coul d you pl ease | ook at what has been marked for
identification purposes as Governnent's Exhibit 5. Wat
is Governnment's Exhibit 57?
A It is an invoice fromESG Consulting to | RP Sol utions
for the work perforned by Kendrick Barnes.
Q Is it tied to a specific week?
A Yes, it is.

MB. HAZRA: Your Honor, | would ask Covernnent's
Exhibit 5 be admtted and published to the jury.

THE COURT: Any objection?
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MR. ZIRPOLO No objection.
THE COURT: Exhibit 5 will be admtted, and it may
be publi shed.
(Exhibit No. 5.00 is adnitted.)
Q (BY MB. HAZRA) And, Ms. Slakey, if you could just
identify this. Wat week did M. Barnes work?
A This is for week endi ng August 22nd of 2004.
Q And how nmuch was the total ?
A According to this, he worked a total of 52 hours, for
a total owed to ESG for $4, 888.
Q |s the second page of CGovernnent's Exhibit 5 the
supporting time card?
A It is.
Q And does that have the necessary approvals that you
said ESG requires?
A It does.
M5. HAZRA: Thank you, Special Agent.
(BY M5. HAZRA) How did ESG send the invoices to | RP?
U S Mil.
Wiere were they nmailed fronf
From our corporate office in California.
To IRP directly?

Yes.

o >» O »>» O >» O

And | know there was one invoice, but if you could

| ook generally at Governnent's Exhibit 132. Do you
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recogni ze Governnent's Exhibit 132. 007

A | do.

Q What is that?

A This is a collection of invoices paid -- | amsorry,
i nvoi ces sent from ESG to | RP.

M5. HAZRA:  Your Honor, | would ask that
Governnent's Exhibit 132. 00 be nmade adm ssible -- be found
adm ssi bl e.

THE COURT: Any objection?

MR. ZIRPOLO: No objection.

THE COURT: Exhibit 132.00 will be nade adm ssi bl e.

(Exhibit No. 132.00 is found adm ssible.)

Q (BY M5. HAZRA) M. Sl akey, did IRP pay ESG on these
i nvoi ces?

A They did not.

Q At sone point in tinme did you becone aware that ESG
was not receiving paynment ?

Yes, | did.

Dd you nake any attenpts to get paynent?

Yes, | did.

What did you do at first, initially?

> o >» O >

| tried to reach the accounting departnment at IRP
Solutions and did not have success. And then | tried to
call M. Banks directly.

Q Were you able to reach M. Banks?
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A Not initially, but eventually.

Q And what did M. Banks say when you spoke with hinf
A That funding was right around the corner. That they
were awai ting sonme paynents, and that they would be paying
t he i nvoi ces soon.

Q And what effect did that have, if any, on your

deci sion to continue payrolling M. Barnes?

A "' msorry?

Q Did you continue to pay M. Barnes after your first
initial conversation with M. Banks?

A Yes, we did.

Q Wiy is that?

A Because M. Barnes was our enployee. And our
under st andi ng was that he was doing the work, and he
deserved to be paid.

Q D d you have any expectation from M. Banks'
statenments that you would be paid?

A Yes.

Q Wiy is that?

A Because he said that he had noney com ng in through
the software they were devel opi ng for Honel and Security
and ot her governnent entities.

Q Did you then get paid after this conversation with
M . Banks on the outstanding invoices?

A No.
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Q Did you nmake further attenpts to collect the noney?
A | did.

Q What were those?

A | continued trying to call the accounting depart nment
in IRP Solutions. | continued trying to call M. Banks.

| tried to reach M. Zirpolo. | sent e-mails to
M. Banks, as well.
Q Coul d you pl ease | ook at what has been marked for
identification purposes as Governnent's Exhibit 10. What
is Government's Exhibit 107?
A It is an e-mail thread from-- between ne --
initially, it is an e-mail fromnme to M. Banks, and then
his response, and then ny response to himregardi ng unpaid
I nvoi ces.

M5. HAZRA:  Your Honor, | would ask that

Governnent's Exhibit 10 be admtted and published to the

jury.

THE COURT: Any objection?

MR. ZIRPOLO: No objection.

THE COURT: Exhibit 10 will be admtted, and it may
be publi shed.

(Exhibit No. 10.00 is admtted.)
M5. HAZRA: Special Agent, if you could start with
page 2. And if you could highlight the bottom nessage.

Q (BY MB. HAZRA) M. Sl akey, you just said that you

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

791

called and e-mail ed nunerous tinmes. Does this nessage
reflect these efforts?
A Yes, it does.
Q And what were the assurances from various people on
their staff that you would call ne. Wat does that nean?
A When | would call, several tines | spoke with soneone
who said they were a receptionist. And | explained that |
have been | eaving repeated nessages for M. Banks, and
each tinme they weren't returned, and was he actually in
the office? Was there a reason why | wasn't hearing from
hi n?  Wien was he expected in?

And | kept being told, oh, yes, he will call you.
He will call you. He's in sone inportant neeting, or he
is at an inportant event. But he'll call you. He'll cal
you.

M5. HAZRA: And if you could scroll to the second
page. |If you could scroll up, Special Agent.
Q (BY M5. HAZRA) Is that the end on the top there,
page 2? It is alittle difficult in this screen format.
Is that the signature line of the nessage that starts on
page 17?
A It is.

M5. HAZRA: If we could turn to page 1, Speci al
Agent. If you could highlight the bottom

Q (BY M. HAZRA) Is this M. Banks' response to your
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e-mail that we just saw?
A Yes.
Q And is this consistent with his paragraph at the end
t here about paynent being rel eased and so on? |Is that
consi stent with what he had been saying to you?
A Yes, it is.

M5. HAZRA: And then if you could scroll up,
Speci al Agent.
Q (BY M5. HAZRA) And is that your response to
M. Banks?
A Yes, it is.
Q Is this date of Septenber 15, is that around when you
were having all of these communications you have
descri bed?
A Yes.
Q And did you receive the paynent by Septenber 21
20047
A No, we did not.

M5. HAZRA: Thank you, Special Agent.
Q (BY MB. HAZRA) M. Sl akey, where did you do all this
e-mai ling, including Governnment Exhibit 10? Were were
you when you were e-nailing M. Banks?
A At ny corporate office in California.
Q And do you know where ESG s e-nail servers are

host ed?
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A New York State.

Q You said you didn't receive any paynent on that date.
Did you continue to try to get paynent from M. Banks and
| RP Sol utions?

A Yes.

Q I f you could please | ook at what has been marked for
identification purposes as Governnment's Exhibit 136.01.
And | think the first two pages of that are actually
Government's Exhibit 10. Do you recogni ze the remai nder
of those pages?

A Yes, | do.

Q And what do the docunents in there relate to?
A M/ attenpts to collect paynent.
Q From | RP Sol utions?
A Yes.
M5. HAZRA:  Your Honor, | would ask that actually
pages 3 through 7 -- maybe for ease of it all, I wll ask

that all of Government's Exhibit 136.01 be adm tted.
THE COURT: Any objection?
MR. ZIRPOLO: No objection.
THE COURT: Exhibit 136.01 will be admitted.
(Exhibit No. 136.01 is admtted.)
M5. HAZRA: May it be published?
THE COURT: It nmay.

M5. HAZRA: Special Agent, just to nmake it nore
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clear, if you could publish the first page first.
Q (BY M5. HAZRA) Ms. Sl akey, this first e-mail is the
e-mail we have just been discussing.
A Yes.
Q In that first e-mail nessage there, the nessage is to
M . Banks, do you reference a Fed Ex letter?
A Yes.
Q And is that letter included in |ater pages of
Government's Exhibit 136.017
A It is.

M5. HAZRA: And if you could turn to page 7 --
Speci al Agent, is there a way you can go to page 77
Q (BY M5. HAZRA) Is this the letter that you sent via
Fed Ex?
A Yes, it is.
Q What was the purpose of this letter?
A This letter is a denmand for paynent.
Q And does the anmount reflected there accurately
reflect the anmount that | RP Solutions owed you?
A Yes.
Q And you reference there that you had told Kendrick
Barnes he could no | onger be your enployee. Do you recal
when that occurred?
A It woul d have been about the sane tine.

Q Did you nake that phone call?
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A No, | did not.
Q Then if you could turn to page 3 of CGovernnent's
Exhi bit 136. 01.
M5. HAZRA: Could you highlight the top, Speci al
Agent ?
Q (BY MB. HAZRA) M. Sl akey, why did you send this
letter to M. Zrpolo?
A Because according to our records, he was M. Barnes
manager on site. And | needed to make him aware --
M. Zirpolo aware of the fact that M. Barnes would no
| onger be able to provide him services.
M5. HAZRA: Could | have one nonent, Your Honor?
THE COURT: You nay.
M5. HAZRA: No further questions, Your Honor.
THE COURT: Cross? M. Banks, you may proceed.
MR. BANKS: Thank you, Your Honor.
CROSS- EXAM NATI ON
BY MR. BANKS:
Q Ms. Sl akey, can you give ne a brief overview of your
contact and communi cation wth nyself, M. Banks, again,
just for edification.
A Vell, we had contact originally when ESG was
consi dering doi ng business with IRP Sol utions.
Q | don't nmean to interrupt you. |If you can tell ne

about your contact with ne.

DARLENE M. MARTINEZ, RMR, CRR
United States District Court
For the District of Colorado



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

25

796

A W tal ked via tel ephone. W communicated via e-nmail.
Q Ckay. About what tine did you start communi cati ng
with M. Banks?
A Initially, when we had -- when we were considering
doi ng business with IRP to sign a contract.
Q Signing a contract. (kay. Are you aware of an
e-mail Cctober 9, 2004, from John Landau to you, outlining
his interaction with nysel f?
A | would need to see the e-mail. It has been awhile.
Q kay. Are you also aware of the information you
provided to the FBI regarding a chronol ogy of events
related to this case?
A Yes.
Q On or about what date did you first talk to
M . Banks?
A It would have been about the tine that we were
initially agreeing to contract the terns.

MR. BANKS: Your Honor, | would |like to provide
Ms. Slakey with two exhibits that she provided as e-mails
from John Landau to her regarding his chronol ogy of events
that he sent to her regarding his communications and
activities with ne. In addition --

THE COURT: What exhibit nunber is that?

MR. BANKS: Gary, what is the next exhibit? 333,

Your Honor.
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THE COURT: You don't need to describe it to ne if
they are marked as exhibits. | don't have 333. This is
for inpeachnment purposes?

MR. BANKS: Yes, nma' am

THE COURT: There is nothing you asked to inpeach.

MR. BANKS: | asked if she recalled an e-mail .

THE COURT: So you want to see -- is that for
pur poses of refreshing her recollection as to sonething?

MR. BANKS: Yes, it is.

M5. HAZRA:  Your Honor, may | see thenf

THE COURT:  Yes.

MR. BANKS: Al so, Your Honor, there is one nore.

THE COURT: Show themfirst to Ms. Hazra.

So one is going to be narked as Defense 333. G ve
that to Ms. Barnes. The other is to be marked, | take it,
334.

COURTROOM DEPUTY: Defendants' Exhibits 333 and
334.

THE COURT: M. Banks, you may ask a questi on.

Q (BY MR. BANKS) Is it true, Ms. Slakey, that you had
absol utely zero comruni cations with M. Banks until 9/15
of '04, where you communicated with himvia e-mail? 1Is
that correct?

A No, that is not correct.

Q According to the information in that e-nmail from John
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Landau to you, he provided a full chronology of his
interactions wth nyself; is that correct?

A Yes, that's correct.

Q Do you have any reason to believe that M. Landau is
not telling the truth in that communication?

A No, | do believe that this is M. Landau's

comruni cations. He is not tal king about ny

communi cations. But this is correct for his.

Q On the FBI -- on the other exhibit, 334, you provided
t hat your conpany provided that to the FBI as an actua
chronol ogy of events from June until --

M5. HAZRA: (bj ection, Your Honor, is that a
questi on?

THE COURT: Actually, yes, you need to ask her what
her know edge is. So you can ask her if she was aware of
that chronol ogy that was provided.

Q (BY MR. BANKS) Is that chronology an accurate
reflection of what you provided the FBI?

A Yes.

Q You' ve testified here just nonments ago that you were
involved in the contract; the initial talks with

M. Banks. You have testified --

THE COURT: Now, you have to ask a question. Ask a

questi on.

MR. BANKS: Ckay. |'msorry.
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Q (BY MR. BANKS) D d you, nonents ago, say that you
were involved in talks wwth M. Banks regarding the

payrol ling of Ken Barnes?

A Yes.

Q Can you explain to us why no interaction is included
in the information you provided to the FBlI, as far as your
interaction is concerned?

A This is a chronol ogy of sonme of the nore significant
events, but it does not detail every specific conversation
t hat happened or every specific itemthat happened during
t he course of those several nonths.

Q |s there sone reason you did not provide your
information to the FBlI in the transm ssion?

A No.

Q Wul d you agree that there is no interaction |isted
bet ween yourself and M. Banks, according to the
information in front of you, that you provided to the FBI
until Septenber 15, 20047

A No. | don't see any of the other interactions
listed.

Q Ckay. Explain the process that happened frominitia
contact wwth M. Banks until -- that you were involved in,
until the demand letter of 9/14?

A Could you clarify? Are you saying just the

i nteracti ons between ne and M. Banks?
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Q Yes.
A Early on, at the time of the contract discussion, our
standard contract indicates that a client would pay us
i mredi ately upon recei pt of our invoice. And M. Banks
requested that we extend terns of net paynent 30 days, so
they wouldn't have to pay until 30 days after receipt of
i nvoi ce.

After much discussion, | had a discussion with
M . Banks about that, and we agreed to nake it net 10
days. And | prepared an addendum reflecting that change,
and sent that and provided that.
Q How is it, then, that John Landau cl ai med he had the
sane discussion with ne? Ei ther you had it or I had it.
Whi ch one of -- you or M. Landau had the di scussion,
consistent with the information he provided you and the
i nformation the conpany provided the FBI
A There is a certain anount of overlap, as M. Landau
is the account manager/recruiter out in the field, and |
amin the corporate office. And so at sone point, he wll
have a conversation with a client. But when it reaches a
poi nt where it is beyond what he can approve, then | m ght
have a simlar conversation or a foll ow up conversation
with a client.
Q Ms. Landau, the information -- | wll ask you again

under the penalty of perjury --
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THE COURT: M. Banks --

MR. BANKS: | amsorry, M. Sl akey.

THE COURT: If it is a question you've asked and
she answered it, just nove on.

MR. BANKS: Ckay.
Q (BY MR. BANKS) Wuld you say the FBI -- the
information in that chronology is incorrect?
A No.

MR. BANKS: Your Honor, may | publish, again,
Gover nment Exhibit 136.017

THE COURT: You may.

MR. BANKS: One nonent, Your Honor.

THE COURT: That is the exhibit. It is multiple
pages.

MR. BANKS: 130.01. M apol ogy, Your Honor.

THE COURT: 130. 01.
Q (BY MR. BANKS) Can we go to page 2, the entire
agreenent clause, paragraph 10. M. Sl akey, do you have
that in front of you?
A Yes.
Q What does the entire agreenent clause nean to you?
A It means that this is the entire agreenent between
us. And it also indicates in here that any addendum has
to be signed by the client and a corporate officer of ESG

Q Can you read the part starting, "Each party,"” in the
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second sentence?

A "Each party agrees that there has been no ot her
representation, promse or agreenent nade, orally or

ot herwi se, by either party. And no other agreenent or
statenment shall be valid or binding."

Q So, in your opinion, does that nean that any
conversations that you had prior to the signing of this
agreenent were invalid?

M5. HAZRA: (bjection, Your Honor. Her opinion is

irrel evant.
THE COURT: It calls for a |l egal conclusion.
Sust ai ned.

Q (BY MR. BANKS) M. Sl akey, was -- what does that
sentence you read nean to you?

M5. HAZRA: (bjection, Your Honor, irrelevant.

THE COURT:  Sust ai ned.

THE WTNESS: This agreenent outlines --

THE COURT: When | sustain it, that neans you don't
answer .

THE WTNESS: Oh, | amsorry. Thank you.

MR. BANKS: Can | have a nonent, Your Honor?

THE COURT: You nay.
Q (BY MR. BANKS) M. Sl akey, can you explain to us why
that clause is in the ESG contract?

M5. HAZRA: (bjection, Your Honor, it calls for a
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| egal concl usi on.
THE COURT: Overrul ed.
THE WTNESS: No, | could not. | did not wite
t hat .
Q (BY MR. BANKS) Now, let ne nove on. Explain your
concept of payrolling. Explain your concept of payrolling

to the Court.

A | am sorry, what do you nmean by "concept"?
Q Expl ain the payrolling.

A The process?

Q And how you see that.

The enpl oyee/consultant submts a tine sheet for the
hours they have worked, which has been approved by their
manager. He submits that to our payroll departnment. Qur
payrol | departnent pays the enpl oyee.

Q Wien a conpany calls you and asks you to payrol
sonebody, are you normally aware of who that person is?
A Who the enpl oyee is?

Q Yes.

A Yes. W --

Q How are you -- | amsorry, | didn't nmean to interrupt
you.

A Yes.

Q How are you made aware of that -- the person that

wants to be payrolled, if a conpany calls but that person?
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A The recruiter would provide us with the information
so that they could be set up in the payroll system

Q | amtal king about fromthe client's perspective. |If
a client calls you and says, | need you to payroll a
person, do they nornmally provide that person?

A Yes.

Q A mnute ago, you said in your testinony that it
woul d have been problematic if the -- if you had known
that M. Banks knew M. Barnes; is that correct?

A That woul d be because we didn't know -- that was not
how it was presented to us.

Q Can you explain that?

A There have been occasions where a client will be up
front wwth us and tell us they have utilized this
particul ar person before, and for whatever reason they
would like us to help them bring that person back in. And
then it is an open discussion between us and all parties
concer ned.

Q So that is not a requirenment, though; correct?

A Pardon ne?

Q That is not a requirenment that they tell you that

t hey know the person that they are payrolling; correct?

A | don't know what you really mean by "requirenent."”
Q It is not unusual -- | amsorry -- the fact that
sonebody is providing you with a payroll -- a person to
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payroll, inplies that they woul d al ready have know edge
and know t hat person; correct?

A Yes. This particular project was not set up as a
payrol ling project.

Q It was not. So you testified a mnute ago that

M. Banks called ESG wanting to payroll a particul ar

i ndi vidual for software devel opnent; correct?

A | becane aware that M. Banks wanted to hire --
wanted us to hire M. Barnes. At that point | didn't
realize it was just for payrolling purposes; that it was a
pre-existing relationship. At that point, | didn't know
that they knew each other. At that point | didn't realize
that that is what we were doing.

Q VWl l, can you explain to us again, please, because
you seemto be confused. Between the staff augnentation
and payroll, can you explain the difference between staff
augnent ati on and payrolling, and how those -- that type of
busi ness conmes to you?

A In a payrolling situation, when all a client wants us
to do is provide payrolling services, we don't find the
candidate. W don't do any other work on that. Then we
set it up as a payroll only. And we have a different
pricing structure, because we are not doing as much worKk.
So in that situation, our profit margin is significantly

| owner .
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Ckay. You said you don't find the candidate. The

client provides you the candidate; correct?

A

Q
A

speak to that.

Yes, in a payrolling situation.

Yes. Dd ESGrecruit for M. Barnes?

| wasn't involved in that aspect of it, so | couldn't

That was done by M. Landau.

| will take you back to Exhibit 343.

Q
THE COURT:
MR. BANKS:
THE COURT:
MR. BANKS:
THE COURT:
Q (BY MR. BANKS)
M. Banks --
M5. HAZRA:
THE COURT:
Q  (BY MR BANKS)
THE COURT:
toread it,
Q  (BY MR BANKS)
about --
THE COURT:
Q  (BY MR BANKS)

3347

334. |I'mdyslexic, Your Honor.
334 is the FBI statenent.

The e-mail .

That is 333.

In that, John Landau says t hat

(bj ection, Your Honor.
| am sorry.
In that e-mail, did John Landau --

You can't say what he said. Tell her

and if she has any know edge of that.

Can you read what M. Landau says

To yoursel f.

-- M. Banks and M. Barnes and that

i nteracti on between M. Banks and M. Landau?

A

Ckay.
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Q Does that refresh your recollection as saying

M. Banks --
THE COURT: Does that refresh her recollection?
MR. BANKS: | am sorry.

Q (BY MR. BANKS) Does that refresh your recollection?

A | was not aware of that relationship at the tine that
this business started. | was not aware of that unti
after | got this e-mail. That is when | got this

addi ti onal information.
Q You said a nonent ago that you were involved in the
process fromthe beginning, and you had input into the

process, and that you were communicating with M. Banks.

Which is it?

A | was involved. | was not aware, though, at that
point -- | was involved in the contractual aspect of it
with M. Banks. | was not involved in how M. Barnes cane

to be involved. That was sonething that was handl ed by

M. Landau. So what | know about that, | only know from
what M. Landau has said. | have no personal know edge.
Q Now, | take you --

MR. BANKS: | need one nore mnute, Your Honor, if

THE COURT: You nay.
MR. BANKS: Your Honor, we would like to publish

Gover nment Exhi bit 10 agai n.
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THE COURT: Al right. Exhibit 107?

MR. BANKS: Yes.
Q (BY MR. BANKS) Can we go to the top of the e-mail on
that exhibit. M. Slakey, is it true that the contract
with IRP -- between IRP and ESG has absol utely no bearing
on the business they may have been engaged in -- that they
were engaged in with | aw enforcenent agencies?
A It was our understanding that their source of revenue
was com ng from | aw enforcenent agencies. So the source
of revenue is inportant to us, because that told us that
they would be able to pay our bills.
Q So the credit app -- would you say the credit app is
determ native of a conpany's ability to pay?
A One of other factors.
Q In your long career in the staffing industry, have

conpani es went bankrupt ?

A Yes.

Q Have you | ost noney due to conpani es goi ng bankrupt?
A Thr oughout ny career?

Q Yes.

A Yes.

Q Have conpanies -- do you nornally talk to every
conpany -- if, for instance, if conpany ABC calls you and

just tells you a little bit about their conpany --

Let ne ask you this. |If the conpany did not pass
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credit nuster or your credit due diligence, if you wll,

woul d you have done business with thenf

A No.
Q Now, is it also your testinony that you -- that on
the I|RP website, you saw that -- you saw on the website

that there was a contract in place with the Departnent of
Honel and Security. |[Is that your testinony?

A | don't recall if it actually indicated "contract,"
but it did indicate that there was |aw enforcenent

busi ness that | RP was connected wth.

Q Earlier you said it nentioned a contract?
A Yes. | don't know if it was actually a contract or
not. | don't renenber if "contract” was on the website.

But | do recall there was business comng fromthere, yes.
Q You woul d agree if a conpany does business with | aw
enforcenent, they have a | aw enforcenment product, that
that is going to be articulated on the website?
A | am sorry, could you repeat that?
Q It is reasonable, in your mnd, that if a conpany is
in the business of doing business with | aw enforcenent,
that that is going to be annotated on their website;
correct?

M5. HAZRA: | amgoing to object, Your Honor, a
| ack of foundation.

THE COURT: Sust ai ned.
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MR. BANKS: No further questions, Your Honor.
THE COURT: Any other questions fromthe defense?
MR. WALKER: No, Your Honor.
THE COURT: Any redirect?
M5. HAZRA: Yes, Your Honor.
REDI RECT EXAM NATI ON
BY M5. HAZRA:
Q Ms. Slakey, | want to talk to you briefly about, |
believe it is Defense Exhibit 334, which is the
chronol ogy. Ws the purpose of that chronology to record
every interaction between ESG and | RP?
A No.
Q Are there nunerous itens mssing fromthat
chr onol ogy?
A Yes.
Q Was your attenpt to report every tinme ESG paid
Kendrick Barnes, is that reflected on the chronol ogy?
A No.
Q So was this -- was the purpose just to capture what
you t hought was significant?
A Yes.
Q What was M. Landau's role in setting up the initial
contact wwth IRP? Let ne rephrase that, sorry.
Who had the initial contact wwth IRP, you or

M . Landau?
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A M . Landau.
Q Did he do the initial conversations, then, since he

is the initial contact?

A Yes.

Q When you -- you cane in at the contract stage; is
that right?

A Yes.

Q Is it inmportant in that stage for ESGto fully

under stand what kind of contract situation they are
getting into?

A Yes.

Q So that information about the enployee that is being
pl aced, is that inportant to your decision?

A Yes.

Q And do you rely on what your client tells you to help

you make decisions as to whether or not to do business

with thenf
A Yes.
M5. HAZRA: If I could have one nonent, Your Honor ?

THE COURT: You nay.
M5. HAZRA: Not hing further.
MR. BANKS: Your Honor, can | have just one.
THE COURT: You nay.
RECRCOSS- EXAM NATI ON

BY MR BANKS:
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Q | want to refer you back to Defendant's -- Defense
Exhibit 333. You just said that you cane in --

M5. HAZRA: (bjection. | didn't ask about 333.

THE COURT: You can only ask questions that are to
the extent of what the redirect was. You can't go back.

MR. BANKS: She asked the question, Your Honor, did

she get involved at the tinme when the contract was in

pl ace.

THE COURT:  Yes.

MR. BANKS: The exhibit shows sonething different
t han that .

THE COURT: | will give you sone | eeway.

MR. BANKS: Ckay.
Q (BY MR. BANKS) In your reading of Exhibit 333, with
John Landau's interaction, does he or does he not in that
e-mai |l comuni cation --

M5. HAZRA: | object, Your Honor, it is inproper.

THE COURT: |If you want to have M. Landau testify
what is on there, you need to do it with M. Landau. You
can't bring in statements he nmade through this w tness.
So if you want to ask her a question about her know edge,
you can ask that.
Q (BY MR. BANKS) M. Landau, in that communication to
you -- why do | keep saying Ms. Landau? | am so sorry

Ms. Sl akey.
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Ms. Sl akey, in that conmmunication to you from
M . Landau, did he or did he not --

THE COURT: You can't reference the contents of a
statenment that M. Landau nmade wi thout M. Landau bei ng
here to testify.

Q (BY MR. BANKS) M. Sl akey, what did M. Landau --

THE COURT: D d M. Landau ever tell you anything,
wi t hout giving you the contents.

Q (BY MR. BANKS) D d M. Landau ever tell you anything
about his contract talks with M. Banks and his
comuni cations with the EVP regardi ng that?

MB. HAZRA: EVP?

THE COURT: [Executive vice president.

Q (BY MR. BANKS) D d you have any know edge of -- do
you have any know edge of M. Landau's communi cation with
Sal regarding the contract between |IRP and ESG?

A Yes.

Q And what do you know as far -- about those

comuni cati ons between M. Landau and the EVP?

A That we were not going to -- it was a corporate
decision. Qur policy is that we don't work with
start-ups. And M. Landau is requesting an exception to
that. And so there were discussions about why should we
make this exception? Wuld they be able to pay the bill?

Were they strong? D d they have the financial backing?
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That ki nd of thing.

Q kay. D d -- who nade the final call on that
decision? Was it you, or was it the executive vice
presi dent ?

A Qur CEO.

MR. BANKS: Thank you.

THE COURT: Al right. My this wtness be
excused?

M5. HAZRA: Yes, Your Honor. Thank you.

THE COURT: Thank you, M. Sl akey, you are excused.

Now, it is 11:30. How long will the next w tness
take? WII it take nore than a half an hour?

MR. KIRSCH: Your Honor, it depends on the length
of the cross-exam nati on.

THE COURT: How long will the Governnent take on
its direct?

MR. KIRSCH: Your Honor, | think | can do the
direct in 15 to 20 m nutes.

THE COURT: Well, | think we probably ought not
press it. | promsed the jury they could go hone at noon
| have anot her hearing at 1:00.

MR. KIRSCH: Your Honor, we do have one ot her
wi tness that may be shorter than that.

THE COURT: Al right. |If you can do one that can

be done in half an hour, you can do 15 and they can do 15.
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MR, KIRSCH: Your Honor, | guess we're not
confident in that, not know ng how to anticipate the
l ength of the cross-exam nation.

THE COURT: Al right. So | think it would be
W ser to just go ahead and recess. The jury gets to go
hone earlier than | indicated. So you are going hone for
the entire weekend. | need you back bright and early, 9
o' cl ock on Monday nor ni ng.

Renenber, you are not to speak to anyone about this
case, not to talk to your spouse or your friends or anyone
el se, not to do any research. G home, put it out of your
m nds, and just enjoy your weekend.

So we will be in recess until 9 o' clock Mnday
nor ni ng.

(Court is in recess at 11:30 a.m)
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