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CNI Investment “World Class Vision or Blunder?

by Ed Crittenden

Silwell — Cherokee Nation Industries
(CNI) one of Cherokee Nation of
Oklahoma's (CNO) solely owned
corporationshasallegedly invested at
least $2.5 million of tribal fundsfrom
an 80% BI A guaranteed |oan to pur-
chase 52% of the common stock ina
high risk penny stock company that
showed only $350,000 in assets, none
which were tangible, and over $5
million of indebtedness to the pre-
ferred stockholdersthat sold CNI the
stock.

Globa Energy Group (GEG) reported
no tangibl e assets on the balance sheet
for the quarter ending June 30, 2005
with $231,765 of thetotal asset value
listed as sometype of apatent owned
by the company.

Linda O’ Leary, of Delaware County,
the Chair of Executive and Finance
(E & F) sits on the Advisory Board
of CNI with Joe Crittenden and Jackie
Bob Martin both of Adair County.
O'Leary said, “The GEG deal has
been under investigation since dis-
covered in December of 2005 but it
has been a battle to get any coopera
tion or documentation out of the up-
per officiasinvolved. Initialy it ap-
peared to be a series of questionable
decisions by Jm Magjewski, Chief
Executive Officer (CEO) of CNI and
the Board. But as recent facts have
come forth, it continues to become
more apparent that someone’ sfunnel-
ing money out of the Cherokee Na
tion,” said O’ Leary.

According to reports for the past 8
years GEG has lost money and has
accumulated $12 million in losses
sinceitsinceptionin 1998.
Crittenden said, “1 have been suspect
of this since we first learned about
it. Evidence from the internal inves-
tigation has continued to grow where
| am now concerned that someone
may have violated some serious fed-
era laws, which puts this in an en-
tirely different arena,” stated
Crittenden.

According to Doug Evans, the Tribal
Council CPA and Executive Director
of Financial Oversight, who answers
directly to O’Leary and Bill John
Baker, Co-Chair of Executive and

Finance Committee, GEGiscarrying
$5.3 million indebtedness, owed to
the original 5 preferred stock hold-
ers. Those five also hold a written
guarantee within the CNI purchase
agreement whereby all preferred in-
debtedness must be paid in full, by
company profits, over thenext 5 years
before any profits or dividends can
pass through to the tribe.

A failure for GEG profitsto retire a
year of debt in atimely manner rolls
the debt forward into the next year
along with interest on any shortfall.
Crittenden said, “When Council ap-
proved the $14.4 million BIA guar-
anteed loan it was to prevent a mas-
sive layoff of tribal employees be-
cause of atemporary excess inven-
tory problem that developed within
CNI back in 2002. The money was
for restructuring of the operationsand
was not approved by Council for in-
vestment or venture capital .”
Evansagreed adding, “ Thedollarsfor
the investment appears to have been
carved out of theline of credit which
was approved by the Council for re-
organization of the operationsto keep
afloat not speculation.”

Since originated and prior to CNI's
purchase, GEG hasbeen closely held
by only 5 common stock sharehold-
ers who are still the only preferred
stockholders. Just before the transac-
tion, the 5 shareholders voted to is-
sue to themselves an additional 82
million shares of common stock for a
total ownership of 95.8 million
shares. Thenthey sold CNI 49.9 mil-
lion shares from their personal port-
folio at 5 centsa share, which at that
time gave CNI 52% ownership of the
5 shareholders’ common stock.

In January of 2006, Evansdiscovered
that the actual total issue of common
stock within the company was 100
million shares and that 4.2 million
shares were mysteriously left unsold
at the time of the CNI investment,
leaving asufficient amount of shares
to create the danger that CNI could
loose their controlling position.
Evans questioned Majewski why CNI
left the small block of shares on the
table when less than $7,000 could
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have secured absolute control of the
company?

Evans said no one has given him a
good explanation but that he was as-
sured by Majewski CNI would never
loose their controlling position be-
cause of their strong voting
majority. Majewski, was designated
asthevoting Board Member by Chief
Chad Smith and authorized to votethe
entire block of CNI owned common
stock.

Within the purchase agreement CNI
also negotiated the authority to vote
apercentage of theinterest of the pre-
ferred stockholders voting rights.
That gave CNI an overall voting
strength of an estimated 67% of the
overall voting interest inthe company.
However as the indebtedness to the
preferred stockholdersisretired, the
additional negotiated voting advan-
tage diminishes back to only what is
allowed by the CNI ownership of
common stock.

March 21, 2006 GEG sold the 4.2
million remaining shares to a brand
new investor which dropped CNI’s
ownership below 50% to 49.9% of
thetotal common stock.

CNI now owns less than controlling
interest in a company that has virtu-
ally no assets and an indebtedness of
almost three times their original
investment. There is little way CNI
can protect their interest and even a
less chance of liquidating their shares
without taking huge losses.

Evans said, “He believes that GEG
asapublicly traded company hascon-
sistently been reporting highly ques-
tionable financial statements to the
Security Exchange Commission
(SEC).”

Just after CNI’s purchase, GEG be-
gan reporting to the SEC a Goodwill
Asset of $16 million, showing 95
million shares at an inflated val ue of
16 cents per share alegedly using a
minor stock sale priceto set all stock
valueat 16 cents, which grossly mis-
represents to the public the company
financia statements. Evans saysthat
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Cherokee Nation Uses Weapons of Mass

Editorial by Ed Crittenden

For decades a strategy the Chero-
kee Nation of Oklahoma (CNO)
Chiefshave used to maintain con-
trol of the perception of the masses,
hasbeen tokeep Cherokeepeople
oppressed in poverty and igno-
rance, virtually brain washing the
people into confusion, by using
weapons of mass distraction.

The war on poverty can not be won
overnight.But we at the Observer
know we arewinning inthe battleto
arm Cherokee people with knowl-
edge. Our readers learn factsthat will
never appear in thetribal newspaper,
The Cherokee Phoenix, (CP) because
itisone of the administration’smain
weapons of mass distraction used to
keep citizensignorant.
Theignorance | speak of isnot being
well informed on theissueswithinthe
evolution of the CNO
government.Keeping people unin-
formed handicapscitizensso they are
unconfident to speak out and stand
up for themselves. Citizensthen are
less capable to debate or disagree
and fight a Chief’s effortsto mold
the government toward him rul-
ing and profiting asa King or dic-
tator.

Hitler, one of the most ruthlessdicta-
torsin the history of the world said,
en do not think.

Thetruth isweall know something
isterribly wrong with the Chero-
kee Nation system.But most donot
know whereto even start in an ef-
forttocorrect it.That isexactly the
way the administration wants it.If
people do not have enough of the
factsabout aproblem, itisimpossible
todevelop an educated opinion about
such a situation or to make good de-
cisions concerning a solution.In the
long run when citizens are kept igno-

Distraction

rant, they remain less of a threat to
any Ruler because they can not orga-
nize because strength comesin num-
bers.

Oneway to get informedisfor aciti-
zento attend Council meetings.When
the Council Chambersis packed with
citizens the Chief’s dlate has an en-
tirely different attitude than when
there is only a handful of peoplein
attendance. Council meetingsareal-
waysat 6:00 PM on thefirst Monday
after the second Saturday each
month. Citizens can also watch that
meeting via live video at
www.cherokee.org. Attending Coun-
cil Committee meetings are another
good way to get informed as that is
where most discussion takes place.
They are at various times during the
month generally during the day at the
Council House. Those times are
posted on thewebsite or you can call
and ask for the schedul e at the Coun-
cil Office- 918-456-0671.

Many tribal members, especialy non-
resident Cherokees, feel they arewell
informed just because they read the
tribal newspaper. They believethat all
important Cherokee newsisfaithfully
reported to tribal memberswithin that
paper. However it can easily be used
as a subtle attack on the perception
of the masses by steering attention
away from theimportant issuesarea
newspaper would actually report. The
CPisgeneraly full of pretty pictures
of buildings being built and colorful
stories about people that the admin-
istrationwantsyou to know they have
helped so it seems as though the
money isall going to good causes.
But the tribal paper is far from a fi-
nancial report, which atribal mem-
ber would need as a stockholder, to
determine an opinion about the op-

eration of the CNO.Resident tribal
members of the Cherokee Nation
must learn to view themselves as
stockholders of this tribe so we all
realizethat it isour money. Therea-
son | say Resident Cherokeesis that
all federal program money is man-
dated to be spent inside the bound-
aries and almost all tribal money is
earmarked with the same mandate.
One of the main reasons for the lack
of funds withintribal servicesisthat
too few of the members are paying
enough attention to how the money
is being spent or speaking out when
they are disappointed with services.
Thelevel of wealth flowing through
thetribeisunbelievablebecause of
new gaming developments.It has
become critically important for
Cherokee people to redlize there is
no onered ly watching their bank.The
oversight and ability to be abreast of
the operations of thetribe that Coun-
cil once had, has been restructured
and diluted by the current adminis-
tration to where Council can not tell
how much money iscomingin the
front door of our casinos, much
less what might be going out the
back.

Another problemisCherokeelaw has
no real teethin it because for serious
crimes we have less than adequate
punishment within our system.The
consequences should one get
caught stealingamillion dollar s of
tribal money, likeour gamingdol-
lars, would likely only beayear in
jail and/or a $5,000 fine. And if a
culprit hides the money well enough
before they might be caught, likein
a Swiss and/or off-shore bank ac-
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Chief Chad Smith Sued
$750,000 Misappropria-

tion of Funds
by Ed Crittenden

Cherokee Nation — A Cherokee citi-
zen and proponent of a recent refer-
endum petition has filed suit against
the Chief of the Cherokee Nation of
Oklahoma. Principle Chief Chad
Smith was served papers during the
May Regular Council meeting alleg-
ing he had misappropriated $750,000
intribal fundsthat were constitution-
aly stayed by areferendum petition
circulated the previous month.

Smith reportedly cut the
largest single expense check in the
history of the Cherokee Nation of
Oklahoma(CNO). Thecheck, signed
by both the Chief and Deputy, was
issued to Cherokee Nation Enter-
prises (CNE), acorporation owned by
CNO.

The Observer obtained cop-
ies of official documentstrailing the
movement of the funds, including a
Memorandum of Agreement naming
CNE asthe contractor. The purpose
of thefundswasto begin abattery of
CherokeeNation TV advertisements,
aong with a newspaper blitz for an
extensive media campaign to boost
CNO’simageto Oklahomavoters. It
isstill unclear why the check wasis-
suedto CNE asthey arenot aTelevi-
sion or media contractor. CNE isa
named party in the case along with
AgentsA-X, who arelikely to be of -
ficialswithinthe Cherokee Nation to
be named | ater.

Phillip Carey, Wagoner, a
proponent of the referendum petition
said he filed suit and asked the court
for aTemporary Restraining Order to
stop CNE from spending the money
until the court can rule on the matter.
Carey said Smithisinviolation of the
1975 Constitution because areferen-
dum to stop the action has been le-
galy filed with the Secretary/Trea-
surer of the Cherokee Nation and sig-
naturesare currently being verified by
the Election Commission. Carey is
being represented by David Cornsilk
aCherokee Lay Advocate.

The JAT, on Wednesday
May 24, granted a Temporary Re-
straining Order against CNE to stop
any expenditure of funds out of the
$750,000. Thecourt set ashow cause
hearing for 1:00 on May 30 to alow
the Respondents an opportunity for
argument why the order shall not
stand until the caseis decided.

Carey sad, “ Smith’sactions
are an attack on the peoples’ consti-
tutional rightsand authority to reverse
decisions by Council.”

“l amoutraged,” said Carey.
“A referendumisoneof thereserved
powers of the Cherokee people to
hold their government accountable
and vote on actions they find objec-
tionable. It's not just some unoffi-
cia inner office memo giving some-
one noticethat wedisagree. Smith has
been a lawyer for at least twenty
years, an assistant District Attorney,
has been prosecutor of the Cherokee
Nation and even helped codify the
Cherokee law books. He knowsthe
congtitution inside and out. His ac-
tions are absolutely screaming, Who
isgoing to stop me?’

Within the 1975 Constitu-
tion, the first power reserved by the
Cherokee people is the power of the
initiativetoinitiate change by propos-
ing law or amendmentsto the consti-
tution. The second power reserved
isthereferendum to reversedecisions
made by thegovernment. If sufficient
signatures are gathered, the question
then must be approved by amajority
of votersin aspecial or regular elec-
tionto make it operative.

According to Carey, thecon-
stitution specifies that any forward
actionontheissueisstayed by filing
the referendum until afinal decision
of thevotersor the JAT decidesthere
areinsufficient signatures.

Carey stated “A Referen-
dum is the power the people have to
stop and reverse chaos or corruption.
It is a serious situation when the
people must exercise these rights to
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Slate Decides No Increase In Punishment On
Serious Crimes

The Cherokee Council
failed by one vote to override, (9-6),
Chief Chad Smith’'s veto, of the
CrimesAgainst Public JusticeAct of
2006, during the Full Council meet-
ing in May, which would have in-
creased the possible penaltiesajudge
could order as punishment on crimes
such as bribery, forgery, perjury,
fraud, embezzlement and stealing to
political banishment whereby anyone
found guilty or an accessory to such
crimes could not hold public office
or be employed by thetribe. Tenvotes
arerequired for an over ride.

LindaO’ Leary, of Delaware
County, brought forth the Act which
was approved by the Full Council in
April as good legislation. However
few vetoed Acts have been over rid-
den this term even though they may
have been unanimously supported by
Council asgood legidation initially.
According to Principal Chief Smith,
the act as written was too narrow in
its overall goal. In addition, the act
was open to vague interpretation of
whowasincluded in the definition of
“department head.” Within

Smith’s veto he questioned

“Is stealing
acrime
in the
Cherokee
Nation?”

The nine Councilor mem-
bers voting to raise the punishment
on serious crimes were: Joe
Crittenden of Adair County, Johnny
Keener of Mayes County, David
Thornton of Sequoyah County, Bill
John Baker and Audrey Connors, of
Tahlequah, Linda O’Leary and
Melvina Shotpouch of Delaware
County, Phyllis Yargee of Sequoyah
County, and Chuck Hoskinsof Craig
County.

The six who voted not to
increase punishment to discourage
and prevent serious crimes
were: Jackie Bob Martin of Adair
County, Meredith Swimmer Frailey
of Mayes County, Cara Cowen of
Rogers County, Bill Johnson and
Buel Anglen of Tulsa County.

Frailey an attorney, who
serves as Chair on the Rules Com-
mittee where all new law must origi-
nate, stated shedidn’t understand the
Act and voted against it. Since be-
coming Councilor in 2003 to repre-
sent Cherokees in Mayes County,
District 6, Frailey has voted straight
down thelinewith the Chief’spoliti-
cal date.

K eener, who also represents
District 6, has voted consis-
tently to create better law and
more accountability in the
tribe however Frailey has
voted opposite on ailmost ev-
ery important issue.

Keener, an elder full blood,
said“Itisasif Meredithisrep-
resenting an entirely different
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IN THE JUDICIAL APEALS TRIBUNAL el
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OF THE CHEROKEE NATION

PHILLIP CAREY,
Petitioner,

V.

CHAD SMITH, CHEROKEE NATION
ENTERPRISES, Inc., and AGENTS A-X,
Respondent,

TOGMAY 24 PMI2: 13
L'\_.;Afv\g._i: NATION JUDICIAL
AESEALS TRiBLNAL
NBALL BIRD, COURT CLERK
JAT-06-05

Order Granting Temporary Restraining Order

. On Max !5‘21. 2009. Petitioner requested ex parte injunctive relief on the grounds that a
referendum petition was filed with the Secretary- Treasurer seeking to disapprove LA 01-06,

Section 4 (A) from operation.

Um_ier the factual assertion of the pleadings, Petitioner is entitled to temporary restraining
order pending a show-cause hearing at 1:00 pm on May 30, 2006.
This Court hereby orders that the operation of LA 1-06, Section 4(A) be stayed until

further order.

IT IS SO ORDERED this 24 day of May, 2006,

o AL

#
Darell R.Mat}%{k?frf, ief Justice

G AT
Darrgll Dowty, Justice (
by f s

Stacy I/ Leeds, Justice
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articles, stories and lessons in our Cherokee lan-
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