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(Case called)

MS. LAI:  Good morning, your Honor, Sarah Lai and

Vladislav Vainberg for the government.  With us as counsel

table is Special Agent Sean Bartnik from the FBI.

THE COURT:  Good morning.

MR. LOWTHER:  Good morning, your Honor, Joshua Lowther

for Ms. Pierce.  Ms. Pierce is next to me at the table.

THE COURT:  Good morning to you all.  This matter is

on for sentencing.  And in preparation for today's proceedings

I have reviewed the following.  I have reviewed the presentence

report, last revised on May 3, 2019, prepared by U.S. Probation

Officer Michelle Millan, which includes a recommendation.  I

have also reviewed the sentencing letter submitted by

Mr. Lowther, dated June 6, 2019, and the government's

submission, better late than never, yesterday afternoon, which

includes a number of victim impact statements, etc.  I also

received from the government a proposed forfeiture order.

Is there anything else I should have received or 

reviewed, Ms. Lai? 

MS. LAI:  No, your Honor.  I apologize that it got to

the Court so late.  We had a paralegal walk it over to the

courtroom a week ago, so I'm not really sure what happened.

THE COURT:  I didn't get it.

MS. LAI:  I apologize that it somehow got to you so

late.
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THE COURT:  Nothing else, Mr. Lowther?

MR. LOWTHER:  No, your Honor.

THE COURT:  Mr. Lowther, have you read the presentence

report and discussed it with your client?

MR. LOWTHER:  Yes, I have, your Honor.

THE COURT:  Ms. Pierce, have you received a copy of

the presentence report and discussed it with your attorney?

THE DEFENDANT:  Yes, I have, your Honor.

THE COURT:  Are there any objections to the report

concerning its factual accuracy?

MR. LOWTHER:  No, your Honor.

THE COURT:  I know that the defense has raised two

issues concerning the calculation of the guidelines.

Mr. Lowther, I'm happy to hear you.  You can remain

seated at the table, use the podium, whatever makes you most

comfortable.

MR. LOWTHER:  Your Honor, there are two objections, as

you're aware, to the presentence report.  One is the amount of

loss and the other is the specific characteristics of

sophisticated means.

The position we took in the sentencing memorandum on 

the loss issue was just to, of course, put the burden on the 

government, which it has anyway, to prove that there is an 

amount of loss.  I'm sure the Court is aware of the procedure.   

But just to explain my thought process, we agree that 
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when the defendant objects to an amount of loss, the government 

has the burden to prove that there is a loss.  If there is any 

credit for exclusion to the loss, more appropriately, a credit, 

then, of course, the burden shifts back to the defendant. 

This isn't a case that fits in either one of those

scenarios.  So the crux of that argument, so to say, is that

based on the government's assertions, it hasn't given the Court

sufficient evidence from which it can make a reasonable

determination of what the loss is.  For example, we can't use

the expected revenue from these contracts.  That's no more

appropriate than if interest on a mortgage loan would be

included in the amount of loss in a mortgage fraud/bank fraud

case.  The total investment is what the government suggests the

amount of loss should be.

But in this particular case, even though it's not a 

securities fraud case at all, it's akin to that because, 

obviously, the victim entity, victim entities -- now we are 

only left with one because the second entity was repaid, as the 

Court is aware.  Nonetheless, it was still an equity investment 

and loan investment in the company.   

So the total investment made by this entity doesn't 

represent the amount, to obviously use a legal term, 

foreseeable pecuniary harm that is measurable in money.   

The government's alternative theory in its memo, and 

obviously in response to my objection, is possibly a diminution 
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in value.  The contracts were purportedly worth a certain 

amount of money.  They actually weren't worth that amount of 

money.  An alternative, which the government obviously says it 

doesn't agree, then that should be the loss.   

I don't think that represents the accurate amount of 

loss in this case either simply because this isn't a situation 

where -- and I am going to use, as the government did, 

Quintillion, the reference, both sets of companies because that 

is irrelevant to the loss or any other issue here.   

But Quintillion did not create a subsidiary to service 

these five contracts, financed by the victim entity.  If that 

were the case, then perhaps this loss calculation would be 

correct.  But these five contracts -- well, five agreements, 

arguably eight documents, that induced the victim entity to 

invest in Quintillion, it wasn't limited to just that.   

Essentially, the Court should consider the total 

financial picture.  And that's not really the best way to 

describe it.  But there was an amount of money invested.  It 

was based on the fraudulent contracts.  But it was invested in 

an infrastructure and a company that went beyond those 

contracts.   

As a matter of fact, when the fraud was discovered, 

and that's clearly described in the presentence report and 

reiterated in the government's sentencing memorandum, rather 

than the victim entity saying, we were defrauded, we are out, 
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it put more money into the business, which was a going concern, 

as I noted in the report, and it's still a going concern.  The 

project was finished last year.  Actually, I think December 

2017.  And there is substantial revenue to be made. 

The case law amongst circuits and with any circuit

sort of rehashes that procedure that I just mentioned over and

over, but it also says that the Court should consider factors

that cause a loss outside of the specific fraud or account of

conviction.

Essentially, the government, and I say this 

respectfully, the government's conclusory representation that 

over $270 million went into the business, that's what the fraud 

should be, but otherwise you should look at an offset as an 

unlikely alternative to the diminution of the value of the 

contracts, I don't think that gives the Court sufficient 

information where you can make a determination based on the 

legal standard that you are required to use. 

THE COURT:  What should I do?  Because, quite

honestly, I'm as a loss as to what actually it is you're

suggesting.

MR. LOWTHER:  I think that the government should

present evidence about how much money went in, where that money

was spent, what that money was intended to do originally.  And

of course the questions that I would have -- and I don't have

access to this information.  I can't provide it.  It's
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confidential information.  I have not discussed it with the

government, but I believe the government would resist a

subpoena if I sent it for that information.

But the question would be, how was the initial

investment spent and what caused the initial investment to be

diverted to other purposes other than to support those five

contracts.

THE COURT:  Why hasn't the government already provided

enough?  The government, under the government's theory, which

is consistent with the Second Circuit authority in United

States v. Komar, the victim entity here was induced to pay to

Quintillion $270 million based on lies, period full stop.

That's the total amount, to wit, they were defrauded.

Why isn't that enough? 

MR. LOWTHER:  Because if we leave it there, the Court

is not aware if there are any circumstances other than that

fraud which would have caused the loss.  Because $181 million,

if I have that number correct, was an equity investment.

I mentioned in my sentencing memorandum, and I 

don't -- I mention this more as a suggestion, an analogy.  

There is no credit in this case.  I'm not suggesting that.  I 

understand that's not the state of the law.  But there are 

cases, and I'm bringing this to a close because I don't want to 

be tedious about this.  There are cases -- if Ms. Pierce had 

said, I need $270 million, or however much money, for a bogus 
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entity, the money went in, it was spent, lost, there is no 

entity, and she won't answer the phone, that's very clear.  The 

intended loss, the actual loss, and the amount of restitution 

is whatever that number is.   

On the other hand, as I mentioned before, in a 

different context, if she lies on a loan application and buys a 

million dollar piece of property and she defaults on the loan, 

that's going to be decreased by the value of the property, fair 

market value at the time of sentencing. 

THE COURT:  What other factors would you have me look

at?  I don't know what happened here entirely.  Isn't it the

case that the project was completed and it may at some point be

a profitable venture because the victim had to step in and

essentially take over?

MR. LOWTHER:  That's true.  But one part that I

would -- the information that I, frankly, don't have and that I

think the Court should hear is what happened after the

initial -- when the initial investment -- of course, it wasn't

one lump sum payment.  I understand that.

When the victim entity agreed to invest, it also 

agreed to take a very active role in day-to-day operations.  

That has nothing to do with minimizing the fraud.  But there 

were certain changes, as I suspect, made to the original 

strategy which may have caused the loss to be greater.  Again, 

I just think that the Court should consider that information, 
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and I don't have it to give.  I'm just suggesting that the 

government -- again, I'm not suggesting this.  I state it as my 

premise.  I don't think the government has presented sufficient 

information for the Court to make the determination it has to 

make. 

THE COURT:  Ms. Lai.

MS. LAI:  Your Honor, the government presented a

letter signed by the managing director of the lead investor

laying out how much was invested, what the investor had

bargained for in terms of guaranteed revenue contracts, and

what it ended up actually getting as a result of finding out

that most of the contracts were fake, forged, and there were

only a small number of genuine contracts which they have since

had to renegotiate after the fraud had come to light and

renegotiate it, in part to their detriment, in order to

preserve business relationships, in order to undo some of the

harm that the defendant had done through the fake revenue

contracts.

Our starting point is, if the investor, CIP, had known

that they were dealing with an executive who would resort to

forging customer contracts, regardless of how much money she

might eventually bring in, they would have never gone into

business with her.  So they would have never have invested from

day one.  That's the starting point.  We though that the entire

$270 million investment should be considered loss.
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The defendant is suggesting is that somehow the money

might have been diverted to other purposes.  There is

absolutely nothing in the record to suggest that.  This is in

fact the first time that the government is hearing this

argument at all.

The defendant was a CEO the entire time, from the 

beginning of the project, before CIP got into the picture, 

until July 2017.  The loss occurred before she left the 

company.  She is the only person who can sign anything on 

behalf of Quintillion, so any customer contracts, any 

construction contracts, any services contracts, any contractor 

contracts, she is the only person who can sign that.   

So if anyone would know whether or not the money was 

diverted, it would be the defendant.  It is a complete red 

herring to suggest that somehow the deal was changed.  Her 

business partner, who was not even based in Alaska, the 

business partner by virtue of the investment, somehow 

restructured the project so that the money was used for some 

other purpose.  Simply no evidence in the record to support 

that claim, your Honor. 

The government's position is that the entire $270

million constitute a loss.  If, however, the Court were to

consider the value of the contracts that remain legitimate, we

propose a way of making that calculation in the government's

sentencing submission.  I think it's on page 14.  I won't
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belabor that calculation.

One other point which suddenly -- and the defense has

basically conceded that there is no credit that could be

applied to the loss amount.

I think the only question before the Court is how much 

the loss is.  So the only question the Court should have to 

answer is whether or not the amount that the government 

advocates, which is the entire loss, the value of the entire 

investment should constitute loss. 

THE COURT:  I agree with the government.  I think that

the loss here is in the $270 million plus figure.  I would like

to keep things very simple.  That was the aggregate amount that

was invested by the victim.  It was induced by fraud, by

multiple documents that were presented by Ms. Pierce, and it is

clear to me, based not only on the facts as I understand them,

but on the letters that were submitted by the victims, that but

for that fraud, the investment would not have been made and,

therefore, under the authority of Komar, as I indicated

earlier, and United States v. Turk, also in the Second Circuit,

which holds that a loss amount, total amount of a fraudulently

induced loan is the loss amount because without his deceit, the

defendant could not have obtained the victim's money.

Obviously, that's only one factor.  That's not the only driver.

But I do find that the total amount of loss is $270 million.  

Next, Mr. Lowther, sophistication. 
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MR. LOWTHER:  Obviously, the legal standard is whether

the offense involved especially complex or especially intricate

conduct in the commission or the concealment of the offense.  I

don't really have anything further than what I put in the

sentencing memorandum, but I wanted to put that in just a

little bit of a context.

Ms. Pierce forged eight documents.  That's the long

and short of what happened here.  That wasn't especially

intricate.  It wasn't especially complex.  The way I stated

that was it certainly didn't involve transactions, offshore

account and shell corps.  I realize that this characteristic is

applied in so many cases, but I do think it's a little

overused.

I think that the bottom line is, Ms. Pierce didn't do 

anything in this case that wasn't necessary to commit the crime 

and that includes devising the plan, executing the plan and 

concealment of the offense.  That's all part of one 

transaction.  Again, she forged eight documents.   

That certainly wasn't a pejorative comment that all 

the victim entity had to do was call the counterparties to the 

contracts, but, then again, that really is the case.  This 

isn't a situation where the victim entity relies on, for 

example, financial projections where you would have to go 

through thousands of transactions.  A quarter-billion-dollar 

investment is based on five contracts and literally eight 
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documents, according to the victim itself.  So in that case it 

would not be difficult to obtain those documents, compare those 

documents to the ones that they had.  Again, it's just that 

simple.  I just don't think that that specific offense 

characteristic applies in this particular case. 

THE COURT:  Thank you.

Ms. Lai.

MS. LAI:  Your Honor, the defendant did create false

financial projections that she presented, both to CIP as well

as to the two individual victims.  And she met with the

individual victims more than once.  She met with -- obviously,

regular meetings with CIP, board meeting after board meeting

after board meeting where she presented.  She relied on the

contracts and facilitated the presentation of false projections

to the board, to CIP, as I said, to the two individual victims.

She also created an iCloud account that was used to

store these fake revenue contracts so that even her own staff,

even her own marketing director were not aware it existed until

it came to light as a result of an internal investigation.

She created a fake e-mail.  When she had to terminate 

one of the contracts that were about to be due, everyone was 

expecting to send an invoice to that particular 

telecommunications company.  She knew that if the invoice had 

gone out, the gig would be up because that company would say, 

why are we getting this invoice.  We never signed a contract 
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with you.  So she created a false e-mail purporting to cancel 

certain rights, nonexistent rights that that company had as 

part and parcel of terminating the illusory contract that never 

existed. 

And she also repeatedly told CIP not to contact the

Alaskan telecommunications companies because they were

suspicious of outsiders.  She was the one who was managing the

customer relationship and it would be left to her.  I think all

of those factors amount to the use of sophisticated means.

THE COURT:  The fault in your argument, Mr. Lowther,

is that Ms. Pierce did more than just falsely sign certain

contracts.  In addition, she did, as Ms. Lai indicated, provide

false financial projections, create separate e-mail accounts in

order to hide what she was doing, and continually provided

additional false information to the investors and to the board

of directors of the company and all of those efforts.

I take your point that perhaps we see this employed 

too often in these cases.  However, I think in this case it is 

more than appropriate.  So I will include the two-level 

enhancement for sophisticated means. 

I do, however, have a question for the parties.

Another thing that we see frequently in these parts is that a

defendant gets an extra third level for acceptance of

responsibility.  In this case it hasn't been granted to

Ms. Pierce.
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Is there a reason for that, Ms. Lai, why this case 

should be treated differently from the others that I frequently 

see?  She was indicted last fall, as I recall.  She pled guilty 

some six months later. 

MS. LAI:  No.  A week before trial.  That is really

the reason, is because she didn't timely --

THE COURT:  How much time after the indictment?

MS. LAI:  Sorry, your Honor.  I will look up the date

of the indictment.  She was indicted in August 2018, but she

was arrested a few months before that, maybe a couple of months

before that.  I would say from mid 2018 until I guess it was

March, early March 2019.

THE COURT:  Mr. Lowther.

MR. LOWTHER:  Your Honor, just to that point,

obviously, I understand we can't force the government, based on

the language in chapter 3, to recommend that third level.  But

at the same time, even though the plea was shortly before

trial, we did avoid the trial and the trial was going to be

lengthy.  I don't think we could have finished that trial in

seven days, even though I think that's what we estimated it

would be.  I'll address that in the next part of my argument,

if the Court will allow.

I think it to be appropriate for the Court to make up 

for the government's refusal to move for the third level 

downward in a variance under the sentencing statute.   
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I just don't want to jump ahead in my argument.  I 

apologize. 

THE COURT:  I understand.

Were we a week before trial?

MS. LAI:  It was, your Honor.  And the relevant

section, 3E1.1(b), specifically says:  The defendant would

qualify for the extra one-level reduction if she timely

notifies the authorities of her intention to enter a plea of

guilty, thereby permitting the government to avoid preparing

for trial and permitting the government and the Court to

allocate their resources efficiently.

A week before trial.  We were obviously in the midst 

of preparing for trial. 

THE COURT:  Very well.

Here is where I am going to come down.  I will not

grant her the additional level for acceptance of responsibility

and the Court calculates, therefore, that Ms. Pierce pleaded

guilty to a nine-count superseding indict.  Count One charges

with her wire fraud in violation of 18 U.S.C. Section 1343, and

Counts Two through Nine charge her with aggravated identity

theft, in violation of 18 U.S.C. 1028(a).  

Count One has a base offense level of 7, to which 28 

levels are added because the loss amounted to at least $250 

million.  An additional two levels are added because she abused 

a position of public or private trust in the commission of the 
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offense.  Two levels are added for the use of sophisticated 

means.  And from that two levels are deducted for acceptance of 

responsibility, yielding a total offense level of 37.  Because 

Ms. Pierce has no prior convictions, she is in criminal history 

category I.  Therefore, I find that the criminal history 

category is I.  The total offense level is 37, yielding a 

guidelines range of 210 to 262 months.  However, because the 

statutory maximum for Count One is 20 years, the effective 

guidelines range is 210 to 240 months with a minimum term of 

imprisonment of two years. 

Ms. Lai, did you wish to be heard before the

imposition of sentence?

MS. LAI:  Yes, your Honor.

The defendant had an ambitious plan to build a fiber

optic cable network across northern Alaska, and she knew that

in order to attract the investment needed to make her plan a

reality and thereby place her in the top ranks of the

telecommunication industry in Alaska, she would have to prove

that the project would be profitable.

The problem for her was, she couldn't negotiate the 

customer contracts that she needed that would generate enough 

income to attract outside investments.  She had been working on 

this project for a couple of years.  She could not get the 

customer contracts that she needed and so she placed her 

ambition above the law.  She forged contracts, made them 
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available, presented those fake forged contracts to the 

investors as if they were real.   

She swindles two individual investors who thought that 

they were also acquiring an interest in Quintillion, and these 

are people who she worked with, who considered her a friend.  

She took their money, their savings, one of them said that it 

was a third of his retirement savings, and used them to pay 

herself, essentially, a salary while she is trying to build and 

promote this project. 

THE COURT:  Is it Mr. Jensen, the one --

MS. LAI:  Yes.  He is the one who invested the

$325,000.

THE COURT:  I forget.  Did she take his money with the

understanding that he was purchasing shares in the company or

for some other reason?

MS. LAI:  For shares in the company.  In fact, he

showed us a number of projections that she presented to him

over time whenever he asked for proof that he had received

shares or he wanted to know what the values of the shares he

thought he had acquired were.  And so, yes.

In addition to that, the government mentioned in the 

sentencing submission, when she received his very first check, 

this was back in 2013, two years before CIP entered the 

picture, when she received his first check, she took a certain 

amount of that and opened up a retirement account in her own 
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name.  Who does that.  You take somebody else's retirement 

money and you take a chunk of that and you open up an 

retirement account in your own name.  That was the first thing 

that she did that we considered to be relevant conduct as part 

of this case. 

Because she placed her own ambition above the law,

because she defrauded the investment companies, because she

lied to her own staff, and because she cheated these two

individuals, the government believes that a substantial

sentence is necessary to reflect the seriousness of the -- and

also, in addition, as Mr. Vainberg reminds me, she also

victimized the telecom companies because she forged the names

of their executives on these contracts and, as a result, forced

them into months of negotiation, arbitration, litigation in

order to prove basically a negative, that they had not entered

into these contracts, costing each of them tens, if not

hundreds of thousands of dollars, to unravel this whole thing.

For all of those reasons, the government believes that 

a substantial sentence is necessary. 

However, we are not, as we stated in the sentencing

submission, seeking a guidelines sentence, and we are not even

seeking the sentence recommended by probation of 12 years,

mainly because unlike many other investment fraud schemes, she

didn't take the bulk of the money for her own personal benefit.

With the help of many, many other people, she did manage to get
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this fiber optic network system built.  And because she has no

prior criminal history, the government believes that a

substantial sentence, but below the 12 years recommended by

probation, would be appropriate in this case.

THE COURT:  From the government's perspective, what

happened here with respect to the company, the project?  The

fraud is uncovered.  She is out.  CIP steps in in a more

aggressive way, and her vision essentially comes true, correct?

MS. LAI:  CIP hired another CEO to take her place

because, obviously, they are not located in Alaska and they

can't run the business.  He has done a substantial amount of

work to repair customer relationships and to -- I don't know

how many new contracts he has brought in.

But I think as CIP's impact statement explained, on 

page 4 of the statement in Exhibit A, they are basically 

literally receiving hundreds of millions of dollars less than 

they had expected over the full term of these contracts.  And 

there is a certain amount of money which they describe in net 

present-value terms that will never be recovered.   

I don't think to this day they are at the level that 

they had expected when they invested in this project.  It's not 

clear to me when they would break -- I shouldn't say that.  I 

can find out. 

THE COURT:  There is a 2023 date that's in their

submission.  What is that date?
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MS. LAI:  Could I confer with a representative from

CIP for a minute just to make sure I don't get this wrong?

THE COURT:  Sure.

MS. LAI:  Yes, your Honor.  It will take Quintillion

until 2023 to reach the amount of revenue that they had

expected from day one.  The systems went into service 2017; one

in mid 2017, one in December 2017.  Instead of being profitable

from day one, it will now take them until 2023 to reach the

same level of revenue.

THE COURT:  Thank you.

Mr. Lowther, did you wish to be heard?

MR. LOWTHER:  Yes, your Honor.

First of all, and I think that given the presentence

report, the Court certainly is aware of the personal history

and characteristics of Ms. Pierce.  I think the Court is fully

informed.  I just wanted to underscore a few points and

elaborate on just two others.

First of all, the probation officer recommends a

sentence of 144 months of imprisonment and the government

recommends something less.  Ms. Pierce appreciates that

consideration, clearly.

On behalf of the defense bar we appreciate the Court's 

rule that the probation officer discloses her recommendation.  

That's not always the case everywhere and it's a little bit 

challenging to go into a sentencing hearing having no idea 
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what's recommended to the Court.  Nonetheless, we appreciate 

both the government and the probation officers recommending the 

sentences.  Of course, by their recommendation of something 

less than what the advisory guidelines range is, everybody here 

agrees that the sentencing guidelines range overrepresents the 

severity of the conduct in this case.  Obviously, that's for 

the Court's determination.  But the parties would agree on 

that. 

Ms. Pierce, as you're aware, she is 55 years old.  She

is recovering from an illness, as you've read in the

presentence report and another personal issue that she has been

dealing with constantly that hasn't affected her pretrial

release, but, nonetheless, it's very real and it was a

challenge throughout her tenure at Quintillion, especially

dealing with all of the events surrounding what led to be this

case.

It's important for the Court, I think, or to remind

the Court that Ms. Pierce had a series of very good jobs in her

career field.  She gained this experience in the Canadian air

force, which is quite laudable.  And, again, she held these

jobs and each job was better than the other.  And she continued

to progress throughout this employment, until she became

involved with what became Quintillion.

The point there that I'm very slowly, I understand,

making, is, essentially, even though it's a product of her own
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doing, she is banished from this industry.  This was, again, I

had training in this field.  I had maintained employment in

this field, I've excelled in this field, and now here is my

chance to create really an amazing project, an amazing company,

not to mention, with literally billions of dollars in revenue.

And this was the result of that and this case and she is not

going to work in that industry anymore.  And I don't think that

she is going to have any -- I think that's just it.  She is not

going to work in that industry and that's certainly a loss to

her.

Now, we understand that that's based because of her

own conduct.  But just the same, that is sort of a collateral

consequence.  I say sort of.  It is a collateral consequence to

this case that people in unsimilar situations, obviously, don't

face.

Frankly, if someone is just a career criminal and 

has -- with all due respect to these people, if you have no 

education, you have no training and your livelihood is 

committing a fraud, your sentencing guidelines range is going 

to be the same as what Ms. Pierce's is, based on these factors, 

and she has a greater loss than what that person would be. 

I don't want to rehash my entire argument on the loss

issue, but that does put it in a different context.  I used the

example before, if she had induced any person or entity to

invest a quarter billion dollars in a fictitious company and
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just spent the money and, again, stopped answering the

telephone, I use that in the context of what the loss amount

would be, that's probably the most egregious financial crime

that you can imagine.

On the other hand, that's not what happened here and 

that, again, is not to minimize her conduct.  I say that over 

and over because I want to be very clear.  I'm not shifting the 

blame to the victim or anything else in this case.   

But the bottom line is, the 2023 date that you 

referenced, I remember reading it clearly, and nobody had any 

objections to the factual accuracy.  That's when, essentially, 

the victim entity will be made whole based on what its initial 

projections were.  I get it.  There is a loss.  It wasn't made 

whole on the schedule that it had planned to be.  But where it 

lost hundreds of millions of dollars, it's also making hundreds 

of millions of dollars.   

Quite frankly, you don't have a more dire situation 

where, for example, a retiree loses a life savings.  Again, it 

doesn't make it any less of a crime, but some crimes are more 

egregious than other crimes, and I am respectfully asking the 

Court to consider that in imposing a greater downward variance 

than what both the probation office and the government is 

recommending in the Court's discretion. 

Before I go off track, Ms. Pierce, she would like to

exercise her right to speak at the appropriate time.
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THE COURT:  Now is the appropriate time.

You have an absolute right to address the Court.  Is 

there anything you would like the Court to know. 

THE DEFENDANT:  Yes, your Honor.

Your Honor, I've thought about what to say today.  I 

have given it a great deal of consideration. 

First and foremost, I am truly sorry for my actions

and for any and all loss and harm that I have caused.  I did

not design to do this.  What really happened was a result of an

evolving situation that I handled very badly.  

That said, I want to correct a number of pieces of 

information that the government has presented and add what I 

believe are some relevant points for your information. 

The government has presented me as an evil manipulator

who single-handedly devised and executed a plan to defraud some

people.  But that's not a fair representation of what really

happened.

I worked very hard to develop a very much needed and 

very desirable broadband project, investing my own time, money, 

and resources.  It was a passion that I had and something of a 

labor of love.  I gained nothing.  I am financially, 

professionally, and socially ruined, destroyed.   

I did not conceive of or design the broadband project.  

It was not my design.  That was designed by a company that 

worked with fiber who planned to build a project from London to 
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Tokyo, passing through the Arctic.   

Quintillion was formed to connect Alaska to that 

project to be the Alaska partner.  We had a very simple model.  

We would buy capacity from Arctic Fiber, we would operate the 

Alaskan landings, and we would deliver wholesale broadbands to 

the telecoms in Alaska, in a desperately needed area. 

Arctic Fiber, which is now a minority partner, at

least when I left it was a minority partner in Quintillion,

struggled for a while to attract investors for its project

because it was close to a billion-dollar project.

In the meantime, Quintillion had really developed its 

market, and we had executed a strategic contract with an 

Alaskan Native corporation awarding them broad resale rights 

into the Alaskan market.  I'm not sure if you're familiar with 

Alaskan Native Corporations, but they were formed under law, 

under the Alaskan Native Claims Settlement Act.  They are 

incredibly important in Alaska and to doing business in Alaska.  

They are for-profit corporations owned by Alaskan native 

shareholders.  There is 12 regional and over 200 village 

corporations.  We had to work with many of those corporations 

to execute this plan and one was a strategic partner.  Before 

we ever met Cooper Investment Partners, we had this contract 

with them. 

In fact, this is the time frame when I agreed to sell

some of my stock to Mr. Jensen.  He repeatedly asked me to let
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him into Quintillion.  He knew it was a startup.  He knew where

we were at.  He knew we were dependent wholly on Arctic Fiber

to execute their build in order to execute our business model.

I did not take his money and open a retirement 

account.  I don't know where that came from.  I had a 401(k) 

account, and I converted it to Wells Fargo, and I withdrew most 

of the money and put it into Quintillion.  The balance of that 

account is $49.50.  Wells Fargo opened a bunch of other 

accounts that I objected to, and they subsequently closed. 

After Arctic Fiber struggled to get their investors,

they suggested that Quintillion and Arctic Fiber merge and that

the value of our business in Alaska would help with attracting

investors, and also having two entities was, they felt,

creating confusion in the investment market.  We agreed in

principle to do that, and they led the efforts to find

investors.  They were also supposed to run the company, run the

operation.  Quintillion would have gone away, and we would have

just operated the Alaskan arm of the business.

Cooper Investment Partners, and I'll refer to them as

Coopers hereon just for simplicity, made an offer and, after

several months of negotiation, a deal was agreed to where they

were -- it was required that they receive all of their return

of investment, plus any annual coupon and that they would

control the company.  They had to have control.  They were

adamant about that.  That included overseeing the build of the
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project.  They replaced the builder.  They negotiated a new

contract with a new builder.  They controlled everything.

With the structure of the deal I wasn't going to see 

any return on my investment, any gain, until Coopers received 

all of their money back, plus their coupons.  They had nothing 

to gain from them.   

Coopers wanted me to fill the CEO role.  I explained 

that I really didn't have the background for a CEO role.  I had 

never been in a position like this before.  I was CEO at 

Quintillion because the nature of the company when we formed 

was very much dependent on leveraging my relationships in the 

telecom industry and my contacts with some Alaskan Native 

Corporations.   

Being the CEO where now Arctic Fiber and Quintillion 

merged was a much bigger, much more responsible role.  But they 

promised that they would guide me.  They would teach me.  I 

would learn.  My compensation was heavily weighted on 

performance and very low in the market.  I could have worked in 

a telecoms sales job and made more money.  I wasn't doing this 

about money. 

But they controlled everything.  I didn't spend a

penny that they didn't approve.  A check wasn't cut that they

didn't approve.  Every week we prepared a spreadsheet and sent

it to them, and they approved the payments.

I was not a typical CEO.  Coopers would also
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frequently remind me that they came from the restructuring

world, and they didn't trust anyone.  They said everyone was

lying and they questioned everything.  These are very

intelligent, very successful, highly educated, highly

experienced people, and they had direct telecom experience in

their team.  In fact, Mr. Cooper had been CEO of Hawaiian

Telecom.  They don't make big mistakes, your Honor.

At the time the agreement was made for Coopers to make

the investment into Quintillion, Quintillion already had key

permitting and environmental impact work underway in Alaska.

We were far ahead in terms of a readiness to build, compared to

where the Arctic Fiber product was.

Coopers decided that we should build the Alaskan 

segment first because the market was ready, work was underway, 

with a plan that there would be subsequent phases to extend the 

network. 

Then Coopers forced the cancellation of the flagship

contract with the Alaskan Native Corporation, claiming they

weren't sufficiently credit worthy.  They later admitted to me

that they didn't really want to work with Alaskan Native

Corporation, especially as customers.  They wanted the telecoms

as customers.

The contract was a wholesale agreement with certain

exclusive rights that were very lucrative.  In fact, a member

of the Coopers team met with the CEO of that company to explain
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why they were canceling or requiring the cancellation of the

contract.

Quintillion had other partners in the industry, other

claimed partnerships.  Coopers met with all of those customers

on several occasions.  Typically, team members would be in

Alaska on a monthly basis, and we would be in meetings from

morning until night, breakfast, lunch, and dinner, meetings in

between with customers, with Alaska Native Corporation,

potential customers, with political representatives.

One of the other Alaskan Native Corporations, one of 

the large regional corporations wanted to invest and became an 

investor in one of the Quintillion convenience with an intent 

to invest in both Quintillion entities.   

After they made their first investment, which is in 

what we call the Terrestrial Company, it was the fiber optic 

system built on land.  They were prepared to proceed with their 

investment in Subsea, but they were surprised when Coopers 

changed the terms of the deal and that never happened.  Again, 

these Alaskan native corporations were very important to 

Quintillion and are very important for doing business in 

Alaska. 

Coopers employed a number of specialty and very

expensive fiber optic people, industry consultants to work for

Quintillion, but they were managed and directed by Coopers.

Yes, I signed things, but I didn't run things.   
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Unfortunately, for me, I learned late that the 

attorneys at Latham & Watkins actually worked for Cooper 

Investment Partners and not for Quintillion.  They didn't begin 

working for Quintillion until mid 2017.  So the legal advice 

that was coming was for the benefit of Coopers, not 

Quintillion. 

One of their experts, an attorney, advised on a

revenue contract strategy -- advised on revenue contracts

strategy and terms where there were particular concerns about

contracts being useful in securing loans.

That expert constructed a plan, a buy-and-sell

arrangement between the two Quintillion entities, the Subsea

and the Terrestrial entities.  The arrangement would have

burdened the Terrestrial entity with extensive risks to the

benefit of the Subsea entity.  The Alaskan Native Corporation

was invested in that Terrestrial entity and would have suffered

if the buy-sell arrangement had been implemented.

I was on a conference call one day when the attorney 

explained that because Coopers was majority owner in both 

companies, it had no material impact for them, but would shift 

the risk to the other investors that he said, quote, were 

riding on Coopers coattails.  I objected and refused to support 

the proposed buy-sell structure.  My relationship with Coopers 

was already suffering, but it seriously deteriorated when I 

refused to support the plan that disadvantaged the Alaskan 
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Native Corporation through a lopsided buy-sell arrangement.  In 

fact, your Honor, by that point I had already tried to quit as 

CEO on three separate occasions. 

The relationship had also suffered greatly, my

relationship with Coopers, from the process and the scrutiny

required to secure the people lending license from the federal

communications system.  This required extensive disclosures

about the investors in Cooper Investment Fund.  The biggest

investor in the fund, Leonard Blavatnik, his business ties to

Russia, which caused great concern for certain federal agencies

and resulted in restrictions being placed on Quintillion --

THE COURT:  I'm sorry.  Who had Russian contacts?

THE DEFENDANT:  Mr. Blavatnik, Leonard Blavatnik.  I

don't know what his status is now, but at the time he was the

largest investor in the Cooper Investment Fund.

This also created an issue because Mr. Blavatnik had

people at Coopers talking to Russian parties about connecting

to the Quintillion network, which the Federal Government would

not have allowed.

The Alaska telecom market is an incredibly aggressive 

market and worth hundreds of millions annually in revenue with 

the large bulk of those revenues coming from roughly 300 

million in annual universal service fund subsidies.  It's a 

very healthy and wealthy telecom market, your Honor.  The 

potential for Quintillion is significant.   
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In 2017, the largest telecom company in the market was 

charging $15,000, up to $15,000 for one megabit per second of 

broadband access.  Just to give you that context, that would 

cost less than a dollar in New York. 

THE COURT:  $15,000 in Alaska, one dollar in New York,

the same product?

THE DEFENDANT:  Yes, your Honor.  It's a very

lucrative market.

Quintillion was going to significantly impact that 

market with a price of roughly 700 to $800 initially and plans 

to decrease those prices.   

But the market is dominated by one major telecom now, 

Liberty GCI or GCI Liberty, General Communications, Inc., who 

receives about 90 percent of that 300 million of universal 

service fund subsidies. 

I had specific concerns for our telecom partners

because many of them were being crushed by GCI in the market.

They were losing market shares to General Communications.

General Communications had a position to dominate.  They were

buying up telecom assets all over the state.  And we needed the

market to stay viable for our business model to work.

I included in the contracts protections, what were

designed to be protections for those telecoms, including

exclusive wholesale resale rights to other telecoms and to

other customers and parties.  That was with the intent of
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protecting the market because without a number of viable

customers, the market would suffer and Quintillion would

suffer.

THE COURT:  But I thought that was the original

business model, wasn't it, that you would sell these assets to

government entities and other telecoms.

THE DEFENDANT:  Actually, it was always to sell to

telecoms who would sell to others.  But we created a structure

where one telecom would have exclusive rights to serve a part

of the market with the Quintillion broadband service.

It's a bit complex, your Honor, but the design was to 

protect Quintillion's market, to keep it viable and to help 

customers grow their market share back so that they would be 

strong customers. 

We made commitments to them that I was trying to

honor, much like the initial partner in the flagship, Alaskan

Native Corp. contract.  I wasn't trying to create falsehoods.

I was trying to honor commitments that we made a bold plan that

we had intended.

I was also concerned that a changing control at

Quintillion could result in a deal with GCI that would be to

the detriment of those customers.  GCI had, in that time,

executed the acquisition of a number of other Alaska telecoms

that were concerning, including another fiber optic cable

project that ultimately was detrimental to a number of
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Quintillion's independent customers because GCI had a history

of making it difficult for competitors to use the back hole

systems that it controlled.

THE COURT:  Use what systems?

THE DEFENDANT:  Back hole systems.

THE COURT:  What is that?

THE DEFENDANT:  That's like a major freeway.  If you

equate it to a highway system, it's like a major freeway that

moves traffic from point A to B.  It was the major freeways

that connected Alaska to the world.

THE COURT:  Thank you.

THE DEFENDANT:  So the contracts were developed with

the intent of protecting the market and giving the customers

long-term security in their contracts and rights in their

contracts.  It didn't go as planned.  There were a number of

changing dynamics.

But the reason I'm telling you this is to say, I 

didn't devise a plan to cause loss and harm.  The situation was 

evolving and changing, and I was trying to cope and protect 

what we were trying to do when a number of changes were being 

forced upon me that were causing great problems.   

I didn't make the right decisions, your Honor.  I 

didn't take the right actions.  I own that.  I am wholly 

responsible for that.  I've sullied, destroyed, and damaged my 

credibility, my opportunities in life forever.  I've hurt my 
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family.  And I accept responsibility for all of that.   

But I did not have a plan or design set out.  I didn't 

contrive all of this.  And I did not work as a traditional CEO 

making decisions.  I was managed every single day.   

I did not set up an e-mail account or an iCloud 

account that other people didn't know about.  We started with 

the Google account.  People were having a lot of problems with 

it.  At the advice of our IT consultant we moved to Microsoft.  

These were not things I did, those contrivances.  It was an 

evolution of the use of technology and the Coopers people had 

access to both of those systems. 

Your Honor, in my passion to deliver the network, as I

said, I did a lot of things wrong and I own that.  But I am not

the person that the government has portrayed me to be.

Thank you. 

THE COURT:  Thank you, Ms. Pierce.

MS. LAI:  Your Honor, may I respond just briefly?

THE COURT:  Briefly.

MS. LAI:  I don't think that her customers would agree

with the portrait of herself that she is painting.  We

interviewed each and every one of the relevant actors in each

of those companies during trial prep and their view of her was

that she was a very aggressive negotiator.  And they were

not -- certainly we didn't ask the specific question, but

certainly nobody felt as if she was negotiating to protect
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their interest in the telecom market in Alaska.

Rather, they are extremely upset that she forged their 

executives' names to contracts that could hold them responsible 

potentially for millions, if not tens of millions and upwards 

of a hundred million dollars for these contracts.  Even though, 

ultimately, of course, they are not enforceable, they wasted a 

lot of time having to deal with the fallout from this fraud. 

THE COURT:  Thank you.

In deciding what sentence to impose in addition to the

sentencing guidelines, I have considered all of the factors set

forth in Section 3553(a) of Title 18 of the United States Code,

including, as most relevant to this case, the nature and

circumstances of the offense and Ms. Pierce's history and

characteristics.

I have considered the need for the sentence imposed to 

reflect the seriousness of the offense, to promote respect for 

the law, to provide a just punishment for the offense, to 

afford adequate deterrence to criminal conduct, and to protect 

the public from further crimes.  I have considered the need to 

avoid unwarranted sentencing disparities among similarly 

situated defendants and the need to provide restitution to any 

victims of the offense.  And having considered all of these 

factors, it is my intention to impose a sentence of 36 months 

on Count One and two years on each of Counts Two through Nine 

all to be served consecutively to Count One and concurrently 
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with each other for a total sentence of 60 months.   

That would be followed by three years of supervised 

release and a $900 special assessment.   

I will not impose a fine because I find that 

Ms. Pierce will not be able to pay a fine.  But I will enter 

the forfeiture order and order of restitution.   

I believe that this sentence is sufficient but not 

greater than necessary to comply with the purposes of 

sentencing set forth in Section 3553(a) for the following 

reasons.   

Ms. Pierce, if I had a doubt about not granting you 

the extra point for acceptance of responsibility, I no longer 

do.  I heard you say that you were sorry, and then you went on 

to blame CIP for all of the problems that were caused and paint 

yourself as a defender of the Alaskan Native Corporations, some 

who acted or were subject to forces beyond your control and it 

was because of your desire to help that you started forging 

people's signatures and defrauding them of in excess of $270 

million.  You came perilously close to my even saying that you 

probably aren't entitled to the two levels of acceptance of 

responsibility by blaming the victim, by portraying them.  

Again, I'm sure CIP is made up of big boys who are very smart 

and who have a lot of influence, but they were also the ones 

that were footing almost the entirety of the bill, and they had 

the right to be as involved as they were.  And none of that 
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serves to provide an excuse for what you did.   

By the way, I also do not doubt the sincerity of your 

belief in this product.  I do not doubt the sincerity of your 

desire to bring this very needed product to a place that needs 

it, perhaps desperately.  And I made the point earlier that 

apparently your vision for that company and that service has 

come true, has come to be, and it apparently will be going 

forward a going concern that will be profitable in the future.  

The idea was good and it is frequently the case that situations 

like this begin with good intentions, and I do not doubt that 

for a minute.   

However, there came a point that you could have, just 

by virtue of your experience, by virtue of your knowledge, by 

virtue of your upbringing, said, look, I can't do this in the 

way that we thought we could or we need to walk away from this, 

or we need to do something different.  You could have done that 

at any number of points, and you didn't.  You lied.   

Not only did you lie to the very sophisticated 

financial types at CIP, but you lied to your coworker, who gave 

you $40,000 of her savings, and to Mr. Jensen, who gave you 

one-third of his retirement savings.  If that fact is accurate, 

then he doesn't to appear as sophisticated an investor as you 

have made him out to be, to give one-third of your retirement 

income to a startup.  Be that as it may, there came a point 

that you took a wrong turn and you knew that it was wrong, and 
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you could have made it right, and you didn't, not for months.  

And if the facts before me are accurate, not for years.  And it 

only took for the forgeries to come to light that it was 

finally uncovered.   

I do think that this is a case that requires 

incarceration.  I think that the guidelines certainly are way 

too high.  I agree with the government that even the variance 

suggested by the probation department is too high in your case 

for reasons that I'll discuss.  But I do think that it's a case 

that requires incarceration, if only for general deterrence and 

punishment because the extent of the fraud was huge. 

I also have to consider the other side.  This case is

a mystery to me in terms of what your motivations were why you

did what you did, why you made the decisions that you made.

You appear to have had a very good career.  You appear to have

been making certainly more than a living wage.  You were

successful.  You had, from what I can see, a solid family

foundation.  You didn't have to do this.  You were a person who

knew better and didn't have to do this.  But you also had led

your life in a largely law-abiding way, both in terms of your

career, your professional and your personal life, and I have to

take that into account, the fact that this is the first time

that you are standing before a judge.

I do not believe that specific deterrence is necessary 

in your case.  I don't think that you will offend again.  I 
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don't expect to see you here.  Once you start your term of 

supervised release, I don't think that you will violate the 

terms of supervised release, and I think that you will devote 

your life, as you have for most of your 55 years, to 

law-abiding pursuits, and I expect that you will. 

With that, does counsel know of any legal reason other

than what has already been stated why the sentence should not

be imposed as I have indicated?  

Ms. Lai. 

MS. LAI:  No, your Honor.

THE COURT:  Mr. Lowther.

MR. LOWTHER:  No, your Honor.

THE COURT:  In that event, it's the judgment of this

Court that you be sentenced to 36 months on Count One and two

years on each of Counts Two through Nine all to be served

consecutively to Count One and concurrently with each other,

and that will be followed by three years of supervised release.

The standard conditions of supervised release will 

apply, plus the following mandatory and special conditions.  

The mandatory conditions are that you not commit another 

federal, state, or local crime, that you must not unlawfully 

possess a controlled substance, and that you refrain from the 

unlawful use of a controlled substance.  You must submit 

yourself to a drug test within 15 days of release and two times 

thereafter as determined by probation.   
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The special conditions are that you be supervised by 

the district of your residence, if you do not reside in the 

Southern District of New York, and that you provide your 

probation officer with access to any requested financial 

information and that you submit your person, property, 

residence, vehicle, papers, computer, etc. to a search at any 

time, with or without a warrant, by any law enforcement or 

probation officer with reasonable suspicion concerning 

violation of a condition of supervised release.  You're also 

ordered to pay the special assessment of $900 which shall be 

due immediately.  You are ordered to pay restitution.   

I understand that the government is going to be 

providing a proposed restitution order, is that correct? 

MS. LAI:  That's correct, your Honor.  And we

submitted a proposed forfeiture order.

THE COURT:  I do have that.  I will so order this now.

Are there any open counts?

MS. LAI:  There are none, your Honor.  Thank you.

THE COURT:  By the way, I would ask that the

government submit the restitution order, if you can, on consent

with Mr. Lowther.

Mr. Lowther, did you have any objection to the

government's request to file redacted submission?

MR. LOWTHER:  No, your Honor.

THE COURT:  That application is granted and the
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government is directed to post that as soon as possible.

MS. LAI:  Thank you, your Honor.  We do have to

dismiss the original indictment in this case.

THE COURT:  Very well.  That application is granted.

Is there anything else?

From the government. 

MS. LAI:  Not from the government.  Thank you, your

Honor.  Maybe a surrender date.

THE COURT:  We will talk about that.

Ms. Pierce, you have an absolute right to appeal my

sentence.

Mr. Lowther, will you assure me that you will promptly 

and thoroughly discuss with Ms. Pierce her appellate rights, 

including the time constraints in connection with that right? 

MR. LOWTHER:  Yes, your Honor.

THE COURT:  Is six weeks sufficient for

self-surrender, Mr. Lowther?

MR. LOWTHER:  Yes, your Honor.

THE COURT:  You should surrender within six weeks to

the designated facility.  If she has not been designated by

that time, Mr. Lowther, you can contact chambers and make an

appropriate application.

MR. LOWTHER:  Thank you, your Honor.

If I may, would the Court consider recommending FCI 

Bryan in Texas, based on the reason her permanent residence is 
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in Georgetown, which is near Austin, and that's the closest 

facility of the security classification. 

THE COURT:  Any objection.

MS. LAI:  No objection, your Honor.  I will make that

recommendation.

Ms. Pierce, although I'll make the recommendation, you 

should know that the Bureau of Prisons doesn't have to accept 

it.  In my experience, they generally do.  Please know that I 

will be making that recommendation. 

Anything else, Mr. Lowther?

MR. LOWTHER:  No, your Honor.

THE COURT:  In that event, here is the order of

forfeiture.  I'll look forward to receiving the order of

restitution.

We are adjourned.   

Ms. Pierce, good luck to you.   

By the way, just for the record, since I put it on the 

record earlier, I absolutely take you at your word, Ms. Lai, 

that the submission was made last week. 

MS. LAI:  Thank you, your Honor.

(Adjourned)
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