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IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TEXAS
SHERMAN DIVISION

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff, CIVIL ACTION NO,
4:13-CV-416 (RC) (ALM)
- against —

TRENDON T. SHAVERS AND BITCOIN
SAVINGS AND TRUST,

Defendants.

DECLARATION OF PHILIP MOUSTAKIS IN SUPPORT OF PLAINTIFF®S
MOTION FOR SUMMARY JUDGMENT

I, Philip Moustakis, pursuant to 28 U.S.C. § 1746, declare as follows:

1. I am over eighteen years of age and am employed by the Securities and Exchange
Commission (“Commission™) as an attorney in the Division of Enforcement in the Commission’s
New York Regional Office. I submit this declaration in support of the Commission’s Motion for
Summary Judgment.

2. Attached hereto are true and correct copies of the following;:

Document Ex. No.
Attestations of Aimeée Primeaux

Deposition of Trendon T. Shavers, dated Sept. 5, 2013, and exhibits thereto:
e Ex.2: Bitcoin Forum thread: “Bitcoin Savings and Trust” (excerpted)

e FEx. 4: Bitcoin Forum thread: “A day in the life of a pirate” (excerpted)

Declaration of Nathan Hart, dated Feb. 15, 2013, and exhibits thereto:
o Ex. A: Nov. 3, 2011 solicitation for BTCST

+ [Ex. B: Bitcoin Forum thread: “Bitcoin Savings and Trust™ (excerpied)

Declaration of James O’ Shea, dated March 15, 2013

App. 1
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o  EBx. A BTCST account history

Declaration of Daphne P. Downes, dated Feb. 26, 2014, and exhibits thereto:
s Ex. A; Flowchart for BTCST
s Ex. B. Month-by-month analysis for BTCST

Investigative subpoena to Trendon T. Shavers, dated Sept. 21, 2012

First Request to Defendants for Production of Documents, dated Oct. 9, 2013

Letter to Trendon T. Shavers, dated Nov. 7, 2013

Accounting of Trendon T, Shavers, dated Aug. 30, 2013, and related correspondence

Prejudgment interest calculation

Pursuant to 28 U.8.C. § 1746, I, Philip Moustakis, declarc under penalty of perjury that

the foregoing is true and correct,

Executed on: HM'D‘-L ’?, ?EH - ( !
Mew York, New York F r] v
Philip Moustakis

App. 2
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EXHIBIT 1
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UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

I HEREBY ATTEST

ihar:
A diligent search has this day been made of the records and files of this
Cammission and the vecords and files do not disclase that any registration
statements have been received in this Commission, under the name of Bitcoin
Saviegs & Trust, purswand to the provisions of any of the Acts administered by
the Cammission.

Dyl shgrreed By SIMEE PRIAE ALY
Al M EE Dk ool sl 5. Govemmienl,
=t o L i

{ifms. srwl Brcharsg e Commigsian,

on file in this Commission Sn=HIMEE FRIMEALIX,
PR | M EA U x 0.0 2142, 19200060, 1001, 1=50001 002081 )
51
June 3, 2013 Dk, 20 L060% 163427 08T
Uare Aimée Primeau, Branch Chisf

It is hereby certified that the Secretary of the U.S. Securities and
Exchange Commissian, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S5.C. 78a et
seq.) is official custadian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant o the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation

For the Comumission

/.

Secretary

SEC 334 (9-12)
App. 4
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UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

ATTESTATION
| HEREBY ATTEST

thai:
A diligent search has this day been made of the records and files of this
Commission and the recards and files do nof disclose that any vegisiraiion
statements have been received i this Commission, under the names of First
Pirate Savings & Trust or First Pirate Savings, pursuant to the provisions of
any of the Acts administered by the Commission.

e by migneal by flll PREREA LI
g mLf5, oS, Gomerreneni. ow=Seowities

on file in this Commission anel Exc i qur COMSSDN, €0 AMEE
FHINEALIE.
P R |M EAU x D.5CTRED | B D050 MO e SO0 DEE0RT ] 5 L
_IL'[“& 3,29'3 Do 20030603 162316 D400
Lale Aimda Primeaus, Branch Chief

It is hereby certified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.5.C. T8a et
seq.) Is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of execuling the above attestation, and that he/she, and persons
holding the positions of Deputy Secrefary, Assistant Director, Records
Officer, Branch Chief of Recards Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execuls
the above attestation,

For the Commission

.

Secretary

SEC 334 (9-12)
App. 5
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EXHIBIT 2
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TRENDON T SHAVERS
SEC vs. SHAVERS
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TRENDON T SHAVERS
SEC vs, SHAVERS
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PROCEEDINGS
{On tha raecord at 8:20 a.m,)
TREMDOM SHAVERS,
having been first duly swormn, testified as follows:
EXAMINATION
BY MR, MOUSTAKIS:

Q Mr. Shavers, wauld you please siate and
spel your coraplete name for the record?

A Trandon T Shavers. It's T-r-g-n-d-o-n T

Shavers, 5-h-a-v-e-r-s.

What's your middie name?

T.

T is the entire middle name?

Mo dot.

Mo dot?

Ma dat.

Okay. I'm sure there's a story behind that
I'd like to learn later, And, Mr. Shavérs, you are
not representad by counsel today; is thal correct?

A Correct.

Q  Mow, I'm going fo ask you questions, and |
may speak more stowly than seems natural. | may sssm
kind of like the crazy guy on the subway that you
don't want to talk to but is talking to you, and
that's because | nead to make sure that Ms Rowbatham

Rrororp

Page 6
can get everything down. And because we're making a
record, | ask that you bear thatin mind as wall and
answer the questions orally, not by noedding or
shaking the head or making other gestures, Is thal
clear?

A Yes.

Q I | ask any questions thal are unclear, you
can say so, and I'l attempt to rephrase, But
ultimately you're here to answer tha gueslions that

we put ko you,
If &l any lime you need a bathroom

break, please speak up. It's not intended to ba, you
know, some sort of torture. It's ajust a
deposition, Can you give yvour date of birth, pleasa®
08/21/82.
And your homea address?
2305 South Custer, McKinnay, Texas 75070.
Any apartment number?
Yas, 1507.
And how long have you been at thal address?
it will be four years in August.
And have you lived there continually for
four years come August?

A Imsorry?

Q Have you lived there contnually for the

oCrFoFO0FOF

QE%QUIRE

App. 8

September 05, 2013
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FPage 7
1 last four years?
P A Yes.
3 Q0 I'm sorry. I'm unclear on somelhing, It's
4 September now.
5 A Okay. So it was four years August.
6 0 Okay. Soyoumoved into yeur Sauth Custer
¢ Road address in or about August of 20097
8 A itwas in August. So without checking, that
9 would have to be commect hecause we signed an initial
10 lease, ancther lzase, and this is August. Sait's
11 been four years.
12 Q Okay, And have you lived anywhere else part
13 time or an any sorl of part-lime basis during thase
14 four years?
15 A Lived, no. | stayed with my parents during
16 the ime | was — had to be away from my wife, but
17 yeah.
168 0 But otherwise your home address has been lhe
18 Soulh Gusler Road address?
20 A Carrect,
21 Q  And where did you live prior to South Custer
22 Road?
23 A 2612 Glen Hollow Drive. And that's
24 McKinney, Texas 75070,
25 G And for how Ic»ng ware you at the 2612 Glen
Page =l
Hallow Drive address?
A Two-and-a-half years.
Q So approximately two-and-a-half years?
A Yes.
Q  With whorm, if anybody. do you reside at the
Soulh Cusler Road addrass?
A My wife and two boys.
Q  And what's your wife's name?
A Ashlay Shavers.
2 And the ages of the boys?
11 A Ten.
12 Q Thay're bvins?
A
Q
M
C
A

D00 = O N & L) Mo

-
(=)

13 Or eleven, Yeaah, twins.

14 Twins, eleven-year-olds?

15 Yes,

16 How long have yau been marred?
17 Oh, man, seyen years.

18 @ Has your wife used your last name all seven
19 years?

20 A Yes.

21 @ And what's her maiden name?

22 A Snyder,

23 Q Can you spell that for us?

24 A Her maiden -- yeah, Her maiden name would
25 be Snyder, S-n-y-d-e-r,

800.211.DEPO (3376)
EsquireSolutions.com
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TRENDON T SHAVERS September 05, 2013
SEC vs. SHAVERS g 12
Paga 9 Fage 11
1 Q3 Did you live with your wife and the twe boys 1 A s a course you take, CompTIA s the
2 atthe 2812 Glen Hollow Drive addrass? 2 company that handles the cerifications for any techs
3 A Yes, 3 that work on computers.
4 Q Does anyone else other than your wife and 4 0 Can you spell the company's nama?
5 the two boys reside with you at the South Cusler Road | 5 A C-o-m-p-T-1-A,
& address? 6 2 Is this an educalional institution CompTIA?
7 A Nao, T A Na. It's just a cerification company that
5 Q Did anyone olher than your wife and the two & you have to take the tests through lo become
9 bays reside with you at the Glen Hallow Drive 9 cerlified.
10 address? 10 Q  And does CompTIA administer the tesls
11 A No. 11 online?
12 Q  Are you familiar with an address 209 Falling 12 A ltookitinside. They hadn't gone online
13 Water Drive, Mckinney? 13 althe time. This was many years ago,
14 A Mot that I'm aware of. 14 1 Sowhere was the facility?
15 Q Have you ever lived al 209 Falling Water 15 A It was in Midland, Texas.
16 Drive, McKinney, Texas? 16 @ Does CompTIA still exist?
17 A No. 17 A Oh, yeah.
18 Q Do you know anyone who has? 18 @ Do you remembar the year you gol your A+
19 A | don't know that address. 19 ceriification?
20 Q You have no familiarity with that address? 20 A Hubh-uh.
21 A No. 21 Q Was il in the last five years?
22 Q Have you ever used that address for any 22 A Mo
23 purpose? 23 G Last ten years?
24 A Notthat | recall. | mean, ne, not that | 24 A Lasl fifteen years.
25 recall, 25 Q  And to those of us who aren’l computer
’ Page 10 | ) Page 12
1 @ Whal's the highest level of ecucation you've 1 lilerale, what's a CNE certification?
2 attained? L2 A Ii's Certified Movell Experl. So Novellis
3 A High school. 3 a platform that runs for database in schools, It's
4 @ Did you do any college work? 4 run through Mowell, and it was used a long lime ago.
5 A Certification work., Bul nothing with a 5 But every once in a while it comes to -- you nead it
6 four-year collega. 6 for certain database woark.
7 O What kind of certification work? i 0 And did you get thal cerification also from
] A Computars, 8 CompTIA?
a @ Canyou give us some more detal? Where did 9 A No. Thal was done through - that was done
10 you go? What was the certification for? How long 10 through a school program in high school,
11 was the program? What did you study? 1 @ Sovyou received the CNE certification when
12 A 1 started network engineering, Basically 12 you were still matriculated in high school?
13 network engineering. And | got just differant 13 A Yes
14 cedifications requirad for doing server 14 2 What high school did you go to?
15 administration, server build-outs, thal kind of 15 A It was Robert E. Les in Plano -- | maan in
16 stuff. That's what | did as soon as | lefi high 16 Midland, Texas.
17 school. 17 Q  Andwhat year did you graduate?
18 Q  How many cerdifications do you have? 16 A 2001,
19 A Five, 19 Q  And so you took some sorl of compuler course
20 Q Okay. Tellus whal lhey are. 20 at Robert E. Lee High Schoal, and it resulted in a
21 A A+ CHNE, CCNA, CCIE and MCSC, 21 CME cerlification?
22 Q  So for somebody who's not coermputer literate, 22 A Right, as well as Cisco's.
23 what is an A+ certification? 23 O The CCNAY
24 A It's warking on the hardware of compulers. 24 A CCNA and CCIE.
25 2 And where did you get the certification? 25 Q Okay. Those are additional certifications

EsquireSolutions. com

_:“3 ESQUIRE 800.211.DEPO (3376)
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TRENDON T SHAVERS
SEC vs. SHAVERS
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that you got whila in high schooi?
A Yes.
0 At RobertE. Lee?
A Yes,

Q  And, again, for those of us who aren't
computer literate, what's a CCNA cerliication?

A | finished those when | was hare, when |
came back here.

actually got those here.
1 What do you mean "hera"?
A When I was in McKinney.
Q Okay., Solet's back up. What 1s a GUNA
carification?
A It's a Cisco Cerlified Network Engineer.
Q And a CCIE certification?

A Cisco Certified Equipment Enginesr™ I'm not

for sure on that.

2 And when did you finally gel those
certifications?
My seniar year in McKinney.
Sanior year of high school?
Yes.
Where did you graduate from?
MeKinney High

0r0rF

Page 14

Q So you started high school at Robart E. Lee
in Midland, Texas?

A No. |slarted in McoKinney, | went a year,

moved to Midland, two years thers, and then cama back

and finished in McKinnay.

0 Goicha. So you received the CNE
certfication freshman year of high school in
Midland — | mean, sophomare or junior year of high
school in Midland?

A Say that again,

0 Let's back up. You starled high schoolin
MeKinnay.

A Correct.

0 Did you do the entire frst year in
Mekinney?

A Yeas,

2 And then you did your second and third years
of high scheal at Robert E, Lee in Midland, correct?

A Correct,

Q1 The entire secand and third years?

A | believe so. I it wasn't, it was like
maonths in my junior year.

0 So sither for senior year or for senior year
plus the latter months of your junior year of high
school you went back lo McKinney High School?

{’;sEsQl IRE

App. 10
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13-16
Page 15
Corract,
In MeKinney, Texas?
Correct,

Yau received your CNE certification frem

Roberl E. Lee High School in Midland?

A
Q

Yes.
And you received your CCNA and your CCIE

certifications from MeKinney High School?

A
(8]
A

Carrect.
And what is the MCSE certification?
It's Micrasoft Systems - Microsoft

Certified Systems Enginear.

Q

And where and when did you recaive that

certification?

FPOrororFrorFor

FOFOFPOFPOPFPO0RD0

Q

In my sophomore year in Midland, Texas.
Your sophomaore year of high school?
Yes.

What is your current employment, il any?
MNane,

Co you have a job you'll be starting soon?
Yes.

And where is that?

It's with Suppart.com.

Is the name of the company Support.com?
Yes.

Page 16

And when is it you're starting the job?

The 18th.

The 18th of Septembar?
Yes.

And what is your position fitle gaing to be?
Reamote services technician.

Iz thig a full-time position?
Yes.

And where are Support.com's offices located?
| don't know.

How did you intenview for the position?
Online.

Where did you find the - did you apply in

response to a job posting?

A
Q

Ma.
Sa you knew of the company and applied ta

them diract/y?

PFrOPFDFOF

Yes.

How long have you been without work?
Without working with a company?
Without working for somabody else.
Four years.

Are you currently self employed?

Tes.

And what is your self employmeant?

800.211.DEPO (3376)
EsquireSolutions.com
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TREMNDON T SHAVERS
SEC vs. SHAVERS
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Fage 17

Q  And for how long have you been self employed

doing currency trading?
A Two yaars.

0 And what platforms do you trade currency?

& "Platforms” meaning?
2 Do you have an online account with a

curreney trading exchange or forex exchange?

A Ldeal in virtual currencies.
Q  \Which virtual currencies?
A Bileoin.,

Q  Any others?

A Mo

Q0 Sofor two years you've been sell employed

as a currency trader trading hitcoin?
A Correct,

Q d t currencies ar ing_bitcoin

for?
A U8, dollar.
Q Anyother currencies?
A No,

Q Never traded bitcoin in the last two ysars

for yen?
A No.
Q Oryuan?

Mo,

Or auras?

Mo,

Or rubles?

Ma.

Only U3 dollars?
Only U5, dollars.

DFOoOFrPOFOF

currency trading?

Mo

No?

Mo,

WWhen did you stop lrading bitcoin?
When the SEC freezed my assets
How did you trade bitcoin?
Locally.

rOrPOPFPO0OrOP

Page 18

Are you currently employed in your Ditcoin

What do you mean when you say "localiy™
There's a website called LocalBitcoins.com

that you can find local people willing to frade cash

for coing ar coins for cash.

0 Meaning U.S. dollars for bilcoins and
bitcoins for U.S. dollars?

A Correct,

0 And so do you use the website

S EWe NS e W
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Fage 19
people for purposes of trading biteoins for U S,
dellars and U.S. dollars for biteain, or are you
meeting people anline?
A Both
Q  And when did you first start yopr
bitcoin-for-U.-5 -dollars currency trading?
A Around February 20171,
Q0 And when did you stap your bitcain currency
;[ﬁgiag”

A When the SEC froze my assels,

0 Sowas that the last week of July, 20137

A If that's when it happened, yes,

3 And you haven't traded any bitcoins for U.5.
dallars ar U.S. dollars for bitcoin since the Court's
Asset Freeze Order in this case?

A Corract.

Q The cumrency trading activity that you
engaged in from February, 2011 through July, 2013,
was that with your own assets, your own bitcoin and
your own U5, dollars?

A Through the entire time?

Q Yes.

A Mo,

Q2 Were any of the bitcoins or U5, dollars
your own?

Fage 20
Yes.

Did you trade on behalf of others?
Yes,
For whom did you trade?
A collection of friends that wanted to make
rmoney with me borrowing their coins.,

Q You say, "a collection.” How many friends?

A Approximately thirty.

Q Are these individuals that you knew
parsonally?

A Some.

Q  Are these individuals that yvou met online?

A Yes,

Q Did you meet all thirty something anling?”

A Yes.

2 Did you know all of them by online user
names?

A Yes.

& Did you know all of them by their real
namaes?

A Mo

0 Did you know any of them by their real
names?

A Yes.

QO Wha did you know by their real names?

rPOTOr

800.211.DEPO (3376)
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Fage 21
Daniel Peebles.
Can you spell the last name for the

reportar?

POLOFOFOF

Q

P-g-g-b-l-g-5.

Anyane else?

Burt Wagner,

Burl?

Burt Wagner.

W-a-g-n-g-r?

Yeas.

Any others?

The rest of them were just by first name.

And Daniel Peebles, what was his online user

name?

OO0 0F0 R

Copumpkin.

And Burt Wagner, his online user nama?
Bwagner.

Where does Mr. Peebles liva?

| believe Seattle,

Have you ever mel Mr. Peebles?
Yas.

Where did you meet him?

Las Vegas.

When?

It was during last year's DEF COM. I'd have

Page 22

to look at my calendar to know.

>0

POFPOFPO0ORPQFRLEFLDRD

So during 20127

Yeasa.

A DEF CON mesting in 20127

Correct.

In Las Vegas?

Yas

You were also in Las Vegas?

Yes.

And so was Daniel Peebles?

Yes.

And you mel them?

Yas.

Were you there for the DEF CON conlerence?
Mo.

Were you there for some other purpose?
Jusl 1o meet -- meet the core friends. We

all got together and decided to meet each olher.

Q

When you say, "the core friends,” you mean

individuals who lent you bitcoin for the purposes of
currency trading?

A
Q
A
Q

Correct.

And Mr. Peebles was thera?

Correct.

And that was the first time you mel him?
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And was Mr Wagner thera?
Yes.
And was that the first ime you met him?
Yes.
And where does Mr. Wagner live?
| coutdn’t Lall you.
Whao else did you meet in Las Vegas during

COM in 20127

Gigavps,

Can you spell that for the reporer?
G-i-g-a-v-p-5.

That's this individual's onling user name?
Correct,

And the name he used for you when lending

bitcoin for the purposes of currancy trading?

orprPpror

Correct,

Do you know his real name?

James is all | know.

Do you know where he lives?

Florida.

Do you know where in Flonda?

No.

Did you meet any of your ather lenders,

currency trading lenders, when you were in Las Vegas

Fage 24

in 20127

OO0 ror

Q
A

Yes.

Whao?
Reases.
R-g-g-5-8-57
Correct.
Anyone else?
Goal.

G-0-a-17

Yas.

Anyane else?

Thare wers others. | just dorn'l have that

information with me.

Q
A
Q

And "Reeses" is an online user name?
Yes.
And the user name that this individua! used

wilh you when lending you bitcoin for the purpases of
currency trading?

A
Q
A
Q
A

(8]

Yes,

Did you know Reeses' real nama?

| believe it was Arl, A-r-L.

Last name?

Mo idea.

And Goat -- Goat was an onling user name

that the individual used with you?
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And did you know Goat's real nama?
Chaang.
Can you gpell that?
C-h-a-a-n-g.
Uh-huh, And his lasl name? Was il Moi,

Q And where does Reases live, or where did he
live when you met kim in 20127
| think Flor = | believe it was Florida.
Where in Florida?
| don't krow.
And Chaang Mai, or Goat, where does he live?
South Korea or - et me see. Thailand,
Chaang MNai lives in Thailand?
| believe 0.
Is Reeses’ real nama Arl Taylor?
That sounds familiar, yes.
Is that his real name?
To the best of my knowledge.
And G-i-g-a-v-p-s, Gigavps. is his real name
James Gibson?

A Yes,

@ I'm going to ask the reporter to mark an

e S e i : Py 28

CFPO0PO0OPOPOP0R

axhibil as Exhibit 1, a senes of records from
Woodforest Bank with the Bates numbers Woodforest
000001 through D0Q0E8.

(Exhibit 1 marked.)

2 Mr., Shavers, why den't you lake a quick look

through it, familiarize yourself with it. I'm going

o find the page I'm laoking for. These are in
chroneclogical order and not reverse. Sorry.

Okay. Mr. Shavers, lurning your

attention to Woadfarest 000044 through 45, would you
lake a look at some of the fransactions there and let
me know if thal refreshes your recolection as (o

when you were in Las Vegas in 2012,

A S0 il was the 25th through the 28th af July

Q Turming your atlention to 000045 --

A Okay. Then it's the 2810 through ine -
because it's Oh, yeah. The 26th — 280 through
the 31ist.

O Okay. Mr. Shavers, directing your attention
to the page ending in 44, there's a line item for
July 26th that appears to be a point of sale debit
charge al the Mew York Hotel & Casino in Las Vegas,
MNevada. Does thal refresh your recollection as o
whether you were in Las Vegas, Nevada on July 251h,
20122
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2 | think that was just booking a room because
{he Spirit Airfines Onbioard, thal's whenever | paid
ny baggage to get on board.

O |see. Sothen on July 28th there's an ATM
withdraw at the Mew York-New York Las Vegas, Nevada
Hokal.

A Correct?

2 Do you see that?

A Yes.

Q Soyou were in Las Vegas at least by July
28th, 20127

A Correcl,

G And you're seying you were Lthere al least
through July 31st?

A Correct.

Do you remember staying only about three
days?

A Yeah. Itwas -- na, The 31st,

Q Okay. And do you remembear staying anly
aboul three days?

A Yes. It was only supposed to be two, but |
missad my flight.

QA So it was when you wera in Las Vegas -- 0
just to -~ sarry, Backing up. Just to ba clear, you
were in Las Vegas ihe last week of July — the last

' Page 28
few days of July of 20127

A Correci.

Q  And it was when you were in Las Vegas in the
last faw days of July of 2012 that you mat Daniel
Peebles, Burt Wagner -

A James Gibson and Art Taylor.

Q- James Gibeon and Art Taylor?

A Correct.

Q And Daniel Peebles you also know as
Copumpkin?

Cogract.

And e Wagner you also known as Bwagner?
Correct.

And Arl Taylor you aiso know 3s Reeses?
Comact.

And James Gibson you also know as Gigawps?
Correct,

Did you mest Goat when you wers in Las Vegas
Im July of 20127

A Yas,

Q Iz there anyone else that you met among your
thirty lendars for your biteain currency trading?

A Smickles.

Q  Youcan yeu spell that, please?

A S-m-i-c-k-l-a-s.

oDrFrpoproPrpr
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0 And was Smickles one of your bitcain
currency trading investors?

A Yes.

Q  And do you know of Smickles’ real name?

A Mo,

Q1 That was his online name?

A Yeah,

Q And do you know where Smickles lived?

A Mo,

Q  Anyone else?

A There were others at the table. I'm just
trying to think of the night we all had dinner
logether.

@ Where did you-all have dinner together?

A Al Gallagher's?

@ I's a steakhouse?

A Yes,

@ And so you were at the same lable with all
the individuais we've discussed so far;, Daniel
Peebles, Burt Wagner, An Taylor, Jamas Gibson and
Chaang Moi?

A Yes.

Q And also Smickles?

A Smickles.

0 Bul Smickles' real name you don't Know?

o Page 50

A Na.

O Anyone else at that table?

A There were othars, | just don't recall the
names.

Q How many people ware at the table?

A Approximalely eleven.

Q  Any other biteoin currency rading investars
of yours?

A Yes.

Q1 But you don't remember their names?

A No.

.82

Q Ann:!allaf thes&mdmdw
i ed 50 fal an i Ditcoin |

Fabru I‘l ﬁd.Jul 2{]137
A Correct.

Q Do you currently holg any professional
licensas?

A No.

(1 Hawa you ever?

A Mo

2 Hawe you ever been registerad with the

Securities and Exchange Commission in any capacily? |

A Mo,
Q Hawve you ever worked for an emplayer that,
to your knowledge, was registered with the Sscurities
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and Exchange Commission in any capacity?

A Mot to my knowledge.

O So going back to this July, 2012 dinner al
Gallagher's restaurant, were your bitcain currency
trading activitiss discussed at that dinner?

A MNo.

Q MNat atall?

A Mo

Q The individuals thal we've discussed so far,

Danlel Peebles, Burt Wagner, James Gibson, Arl
Taylor, Smickles, Chaang Moi, what form did their
investments take?

A Bltcoin

Q Stricux bitcoin?

A Yes

Q Dld any of ihem ever invest LS. dollars?

SfFef

o

Or any other currency?

ror
%

Q And did you promise returns to them based an
their investments?

A (No response. )

@ Let me rephrase, Did you promise returns to
these individuals based on your bitcoin currency
lrading activities?

& Ve Paga 32

Q mlng you promised to give them their
money back and then some more, right?

A Yes.

Q “And in what form did you promise these
returns? Bitcoin or U.S. dollars or both?

A Bitcoin.

0 Bitcoin?

A Bitcoin.

0 Solely bitcoin?

A Correct.

0 For all of the investars that we've
discussed so far?

A Yes.

Q Did you ever pay any of them returns in U.5.
doliars?

A Mo,

Q Sonone of the individuals we've discussed
so [ar invested with you with U.S. dollars, and none
of them received any funds from you in U.S. dollars
as returms, right?

A Corract.

Q Everything was bitcoin?

A Correct,

Q The currency trading activities we've

800.211.DEFPQ (3376)
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1 discussed so far, Mr, Shavers, are we talking about
2 the activity of First Pirate Savings & Trust?

W~ &0 Wk

[ N il T
[ I N = = s S BEESy  R  E }

-

A We're talking about me, That's a website.
@ Well, let me try another way. Have you ever
been known by any name other than Trinity Shavers?

A Yes.

@ What names?
A Pirateat40,
Q Can you spell thal for the reporter?
Pej-r-a-t-a-a-t-4-0.
Foir-zero?
Four-zero.,
And is that an online name’
Yes.
And for how long have you used that online
7
A Ten years.
Q Perhaps as early as 20037
A Yes.
1 Have you ever used any other onling name in
that period?
A Yes.
@ What names?
A Tshawvers.
Q Any cthers?

Zororor

na

Fage 34
Not that | recall.

Have you ever used the name Don Shrants?
Yes.

For what purposa?

I's an anagram for my name.

Q Okay. For what purposes did you use lha
nama Don Shrenls?

A Registrations, anonymous e-mails.

@ What do you mean when you say
"ragistrations"?

A When I'm registering for 2 website or doing
anything that requires - it asks for a name but it's
more spam, I'd use that name instead of my name so
they can't look up my name and spam me.

O And what do you mean whean you say,
"anonymous e-mail"?

A When you send an e-mail, your name — of
whatever you give your name -- shows up on the
inooming e-mail, and | would use "Don Shrents"if |
dign't want somebody to know my name.

Q And in whal circumsiances might you not want
somebody to know your name?

A Craigslist.

Q Any others?

A Lots of places online. | mean, it's mostly
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an onling deal, Fage
Q Did you do any bitcoin-related activity on
Craigslist?
A Yes,
Q What?
A Bought and sold bitcoins.
O How?
A You make a posting about bitcoins, that you
have hitcoins or looking for bitcoins, and people
send you e-mails, and you meet up, and thay buy them
for cash, and you switch back and forth.
Q  And when you say, "meet up,” you mean meat
up anlina?
A Mo, Meet up in persan.
Q Butvou cant hand somebody a bitcain.
A Ch, yeabh,
0 What do you mean, "oh, yeah™?
A Ive goat tons of litte coins | can hand out
lo different people. Plus everything is done
normally with a phone. You just take a picture of a
bar code and transfer it back and forth.
@ Explain that process to us.
A | meet you at a Wal-mart parking lot. You
hand me $1,000 in cash, and | pay you using my phone
to scan a QR code on your phone that sends coins to
Page 36
your wallet. | transfer them, however much -- we
workad out a price on how much, ten coins, twenty
coins. | hit send. It's sent to you. You verify
yvou received it, and | leave with the money. Youl
leave with the coins.
Q So when you say handing somebody bitcoin,
you mean daing it through that process?
A Yeah. Oryou could have the physical
hitenins
1 What's a physical bitcoin?
A Casascius creales physical bitcoins that
have the private key writtan on them that are worth a
bitcoin, ten bitcoins, a hundred bitooins, a thousand
bitcoins, and you can actually hand them to somebody.
They can check the code on the front that — to make
sure that that address has the coins. But until you
peel off the sticker and put in the private keay, the
coins are held on the blockchain but on that coin.
@ They're really held at the address that's on
that coin.
A Correct,
Q@ The coin is deing nothing but conveying the
address and the private key?
A It's basically the same thing as a security
number on a bill.
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1 @ Andwhat websites have you used the name | 1 passwaord ta post messages?
2 Pirateat4d? 2 A Yes
3 A eBay, Craigslist, LocalBitcoins.com., 3 Q  And at some point in time did you creale a
4  Bitcointalkforum. 4 username and password for the Bileoin Forum’?
5 Q s that Bitcointalk.org? 5 A Yas,
] -- forum.org, yes. B Q  And your user name was "Piraleatdd”
7 @ Also known as the Bitcoin Forum? 7 Correct?
B A Yes, 8 A Yas,
g Q Did vou use Pirateatd0 for internet relay 9 Q Did you ever share your password for the
10 chat or IRC? 10 Bitcoin Forum with anyona?
11 A NYes. 11 A Yes
12 I} Anything else? 12 2 Whom?
13 A A domain, Pirateatd0.com. K A Multiple servers had access to it to post

14 0 You registerad the domain "Firaleat40.com™? | 14 messages.

15 A Correct. | mean, there's a bunch of i5 Q What does thal mean?
16 websites that | use it on, but | don't know the names | 16 A Just automated systems that can post
17 af all of them. 17 messages. And then two of my larger investors had
18 0 Did you ever do anything with the domain 18 accesstoit
19 Pirateatdd.com? 19 Q  Who were the inveslors to whom you gave the
20 A Mo, | just use it for e-mail, 20  bitcoin -- your passwoerd far the Bitcoin Farum?
21 G When did you register it? 21 A There's no names. Just online identities.
22 A | don't know an exact date. 22 Q Whal are their online identities?
23 Q Was it at least as early as February, 20117 23 A I'd have to look through == I'd have to look
24 A No. {24 through documents, if | could even find them. All of
25 Q It was after February, 20117 25 ourtalk and work was done over the Tor netwark,
Page 38 | Pagca 40
1 A Yeah. | dont know. It's easy to look up. 1 which is not recovarable,
2 | just don't have that information. 2 Q You just said twa of your larger invesiors.
3 3 Do you still control the domain name 3 A Largest,
4 Pirateatd0.com? 4 Q Largest investors.
5 b Yes 5 A Yeah,
B Q Mow, you first used the name "Pirateatd(™ on | 6 @ Had your Bitcoin Forum password?
7 the internet as early as 2003, and you continue fo 7 A I'm sarry. Mol investors. Buyers. Not
8 use it to this day? & inwestors. Clients. My clients that were actually
L¢] A Yes Forlogin basically, yeah. Yes. 8 buying and saliing coins.
10 1 And your uger namea on the bitcoin forum was | 10 Q Oid anyone else ever have your password for
11 "Pirateatd0"? 11 the Bitcoin Forum?
12 A Yas 12 A Na,
13 Q1 When did you first begin gaing 1o the 13 {Exhibit 2 marked.)
14 website Bitcoin Forum’? 14 Q I've asked the reporter to mark as Exhibit
15 A I -- the first time | ever went was in lhe 15 Number 2 a printout from the Bitcoin Forum, It
16 early part of 2010, but bitcoin wasn't real big then, 16 deesn't have g Bates number, but a header on the
17 So | didm't do much on it 17 upper left-hand side of every page says, "Print
18 Q  Did you create a user name and password for 1 18 Page - Biteoin Savings and TrustjHome|Clased” and the
18 the Bitcoin Forum in early 20107 19  header on the upper right-hand page shows the page
20 A Mo, It wasn't until latar. 20 numbers Pages 1 through 282, Mr, Shavers, do you
21 a4 When? 21 recognize this document?
22 A | don't have that information. 22 A Yes,
23 Q  Alleast as early as February of 20117 23 @ What do you recognize it to be”?
24 A | don't know for sure. 24 A The final message after | wasn't able to
Q Does Bitcoin Forum require a user name and 25 repay my investars and then every other posts that
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could be altered or changed or within my thread that

| had.

O Sothis s a thread on the Bitcoin Forum?

A Yes

Q Meaning a convarsation?

A Yeas.

G And the Bitcoin Forum was broken down inte
what we might call certain subfora, right?

A Yes.

O And one of those sublora was called the
Economy?

A (Witness nods head up and down.)

Qs that correct?

A Corract

0 And wenl the Economy session of the Biteoin
Forum, there were other supsection, correct?

A Caorrect.

2  And one of them was entitlied "Long-Term
Offerings,” carect?

A Al the time this was laken, yes.

€ And this thread that is now marked as
Exhibit Number 2 was a thread that you created in the
Long-Tarm Offer saction of the Economy section of the

Bitcoin Forum; is that corract?
A Mo
o e “Page 42
Q You did not ereate this thread? You did nol

slart this thread?
A Yes, | did start this thread, but it wasnt
in the Economy/Long-Term Offars.
Q What was it in?
A Bilcoin Marketplace Lending, It wasn'l
until around this time when they moved my thread lo a
differant location,
Q When did you croate the thread?

correcl,

B ' ™ ¢ :
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individuals; is thal right?

A Corract,

Q  How do you know there were twa?

A Two complelely different people.

Q0 How do you know?

A Becausa they would have no way of knowing
each other. | met them completely different ways.
They're not the same persan.

G You met them anline in different ways?

A Yas.

Q And you communicated with them only through
Tor mail; Is that correct?

A Tor mail, the Tor network,

@ And are these individuals that approached
wou or that you spproached?

A | approached.

@ And how did you find them?

A On different - it's kind of like IRC, but
il's the Tor version of it. |l just say an
internet relay chal.

@ So you found them in a chat room?

A Yes

@ And you found them in the same chat room or
different chat rooms?

A Different,

gz s

Q And did the chat roams hava titles or names?
Were diffarent chat rooms devoled o different
subjects?

A No. It doesn'l really wark like that on
JTor.

Q Okay. Soyou found one of these anonymous
individuals in a chat room on the Tor network:; is
thal right?

A Corract.

Q  And you found the other in_a chal room on

id they have user names hal they used on

Q Vihat do you mean by “kind of?

A It's not a traditional systém. It's
designed so nobody knows who's who. You can only
contact them again if they send you a request back

with == It's gol a differenl name, So if's

Sa the only way | know that the person
that | conlacled before was the same parson was
because they have the same GPG key lo lalk back io

A I} says here November 3rd, 2011 10
€ And is that when you created it? 11 the Tor netwark?
A Unless it was altered, yes. Yes. That's 12 A Correct.
13 Q
O What was lhe purpose of the thread thal you 14 the Tor Netwark?
craated on the Bitcoin Forum that is now marked as 15 A Kind of,
Exhibit Number 27 16
A Initially to borrow ooins every three days 17
from lenders that were willing to lend, and | would 18
return the coins with interest. 19
Q Soilwas a solicitation? 20
A Correct. 21 constantly changing.
O You mentioned you gave your password te the 22
Bitcoin Farum 1o two other individuals, carrect? 23
A Corregl, 24
Q But you don't know the identity of it these 25
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send you another messaga is if you send me a message

saying it's okay to sand you 8 message. But when |
get your message back, it comes from a completely
different parson. It looks like it comes from a
completely different person. And the anly way | know
it's you is because you have the original signature
that | sent you to talk. Sa | can send you another
message, and | have to wait for -- | can send you
another message for you to respond,

@ Where is the anonymity, if you know, from
the GPG key wha's communicating with you?

A There's no way of knowing whose GPG -- you
wauld have no idea if it was my GPG key or anybody
else's GPG key. Just | know that a specific person
is associated with this key.

Q But each lime that person communicates with
you, they have a different user name?

A A differant respond -- a different reply
address. Kind of like an e-mail address but -- the
same thing, the way Tor mail works, It's a different
address evary fime.

Q Okay. I'mjust at a little bt of a loss
why the network would bother changing the e-mails
addresses if there's a key telling you exactly who's
communicating with you.

FI

A Because you only want o communicale wit
ane person, and as soon as fhat e-mail is gone, il's
not the same person anymore. So if somebody is
copying the information, it looks like you're getting
e-mails from a bunch of different people, and nobody
can decode what the GPG code is unless you sent it to
them. So there's no way of knowing if you're
communicating with tha same person or with tons of
different people about different things.

Q0 Except the GPG code tells you that il's Ihe
SAME PErSan.

B Yeah, but its my code. You wouldn't be
abie to know whal L is or what it says.

Q Okay then. What shall we call Ihe first
person? Did their e-mail addresses or user names ar
identifying features on Tor mail have a certain
consislency or paltern?

A He's just the Big One.

@ Okay. So there was a "Big One.” And big in
what respect? How is this persan big to you?

A This person could lake 100,000 coins and
returr 115,000 coins in less than a waek,

@ Meaning bitcoins.

A Caorrecl.

© And so was the Big One somebady with whom

46
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wou traded bitcoins or somabody o whom you len
b_it-mins?
I lent bileoins 1o them.
And what shall we cali the second ona?
Whatever you'd like.
Number Two?
Number Two.
And is Mumber Two someone to whom you lent
piteoin or somebody with whom you traded bitcoin?
A Lenl
Q And so with the Big One, all your tending
was in bitcoin, and all of the returns were in

DPBFUI’

bileoin, is that correct?
A Correct.
Q Did you ever exchange LS. dollars or any
other currency for any purpose with the Big One?

A No.

Q  And with Number Two, you lent Number Two
bitcoin. He paid you your bitcoin back and inlgrast
in bitcoin, and there were no U.5. dollars involved,
gorrect?

A Comrecl,

Q And any other currency invalved?

A No,

Q So you never exchanged U S dallars or any

Page 48
currency other than bitcoin either with Big One or

MNumber Two?

A Correct,
Q@ And with both Big One and Number Two, the
buslness at hand was you lending them bil them b bitcoan and

them returning the bitcoln lo you wilh interestis
that corect?

A Correct,

0 When did you first start lending bitcoin to
Big One? -

A It was around the end of December of 2011,

@  And when did you first start lending bilcoin
to Number Two?

A The second gquarter of 2012,

Q “And whal makes you think they're different
people?

A | just know,

Q How do you know? What's the basis of your
knowledge or your belief?

A 1 met them at different times.

Q Meaning in the Tor chat room?

A Caorrect. In different — one of them spoke
very broken English.

@ Which ane?

A Mumber Twe. And the first one had very
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diract - wvery good grammar, And then sume ol

transactions that | had found — one of the first or
second transactions that we did, they wera direcl
transaclions.

0 With Big One or Mumber Two?

A Yeah, with Big One. And the relay IP was in |

New York. Then they started moving through the
mixers. So with the alther guy, Number Two, first

week of so tfransactions were coming from aver — in |

the Germany area.

So they obwviously know how the bitcain
network works, And until we started using mixers,
you could kind of get a geographical area of where
the person was at and that, you know, their
transactions happened at different times.

Q What piece of information |5 relayed to you
in the direct bitcoin transaction that gives you a
location?

A The blockehain stores the relay IP where the
first -- when you send coins from somewhere, thal
initial transaction thatl happens is - it relays the
IP of the person — there's -- the refay IP. Yeah,

Q And where is the relay IP recorded?

A In the blockchain.

Q Yau sasd the first couple of Iransaclions

Page 50 |
with the Big One were direct, correct?
Yas,
How big wera those transactions?
Six, eight hundred bitcoins, something like

Each?
It moved Up protty quickly.

0 Well, I'm asking about the first couple af
fransactions that were direcl,

A Yeah, between six and sight hundred.

@ Each?

A Yes.

Q  And what did — and you were lending the six
10 eight hundred bitcoins to the Big Gna, correct?

A Comrecl.

@ And what was he promising in return?

A We would sel -~ we would set a price based
on tha WS dollar price of Mt.Gox,

@ So MLCox, the bitcoin currency exchanga?

A Correct. And the return was based an where
the price gnded on a Friday and when the coins were
ralurned on a Sunday or however the plan worked out

So somelimes it was ten percent,
Sometimes il was fileen percent. It just depended
on how much the market moved during that time.
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0 Okay. So you give six lo eightl hundred
bilcoins to Big One. How do you maasure what you're
getting back?

A We sel the price on Friday or whatewvar day.

As soon as | send the coins, the price is set.

O How do you sel the prica”

A Based on what — we negotiate what the price
is going to be coma the end of the wesk. Soon the
following Sunday whenever the transaction happens, |
would sel - | say the price is going to be $35, and
he says, okay, 'm okay with that and would return
coins based on every bitcoin being $35. So | would
get how ever many bilcoins back. Butif —

aQ  I'm still not following. So you give Big
One bitcoins.

A Uh-huh.

Q  And on the day thal you gave Big One 500
bitcains the price of bitcoin an Mt Gox -- were you
using the bid ar the ask price?

A The ask,

Q The ask price was, say, 320 a coin.

A Uh-huh.

@ MNow, how do you set the price based on
that?

A If the market hasn't moved much we would

' F’agﬂ 52
say lel's just average it at 320.
Q So you'd getl back exactly what you gave to
Big One?

A Mo, Plus ten parcent,

Q 3o he was promising you a rate of return in
bitcoin -

A Correct.

Q - adjusted based on the movament of the
price of bilegin far U.S. dollars en MLGOXY

A Caorrecl,

) What form did that adiustment take? Meaning
if bitcoin — the price of ditcoin went up, what
happened to your retum? If it went down, what
happened to your relum? |5 it somathing more
complcated than that? Tell us.

A Il the price wenl down, then | would get the
coins at the same price, you know, $20 because that's
what we sel the amount on. | would have them
raturned. We'd set the price at $20, I'd have them
returned ten percent of whatever | got, and | could
immediaiely sell them at whatever price it is and buy
tham back on the market on a different marke! and
make the difference.

So | could make — if the price went

dowrn - if it was $20 and it went down lo 516 and |
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got them back at $20, then | could sell them --

2 Towhom?

A | don't know. MLGox or sell them locally
oF -

@ But if the price on Mt.Gox is $16 when you
gel them back, how could you possibly sell them at
$207

A ML.Gox is spot. So everybody pays higher
than that. Almaost every exchange that's out there is

higher than Gox. So anybody local, anybody on the
Bitcointalk Forum that wanted to buy coins always had
to pay more for them. And it was either sold, or |
learned that if | controllad the market with all the
coins | was holding, | could make money without
having to sell therm and do all the transactions.

If he has to return them based on them
being $20 a piece and | raise the price to $25, then
| make $5.

C  Bul there's no dollars involved in your
transaction with Big One.

A But when we do the numbers, | can tell him
what | think the price is going to be, and normally
he would seitle on it.

Q What does it matter what the price is going
to be? If you're giving him 600 bitcoin and he's

Page 54
giving you back 600 bitcein plus interest in bitcoin,
what does it matter what tha U.S. dollar value of
bitcoin is either when you give it 1o him, the
bitesin, or when it comes back?

A Because | can adjust how much those bitcoins
are worth afler I get them back.

Q  But what does that have to do wilh Big One?

If you can adjust the price of bitcoin on your own
through some market manipulation after you get them
back fram Big One, what do Big Ona’s promises about
what the price of bitcoin is on Mt.Gox matter?

A Because thal's the price he had to return
them at.

@ No. He's returning you bitcoin. He's not
returning U.S. dollars. And the amount of bitcoin he
is returning is nol adjusted for the price of bitcoin
on ML.Gox, correct?

A It's based on the price that we set at the
end, right? So | can actually make him have lo pay
more per bitcoin to get them to me, then relax the
markel. And now | can purchase bitcoins at a cheaper
rale because | can let the market fall, purchase them
at a lower rate after he's paid me back the ten
percent fiteen percent, whatever we've worked out,
and buy them back in the market when it's dropped,
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Q  You just said you could make Big One pay ‘}'DL:I
mare for the bitcoin.
A Yeah,
Q But Big One s not buying biteoin.
A He's lending them, but he's having to pay
the interest. He can't just make those oul of
nathing. He"s having ta buy those or gat them
however na gets them,
So if the price we set on is twenty and
| mowve the price to twenty-five, he's having to buy
them at $25 versus $20. When | get thosa coins back,
1 can sell them at twenty-five, let the market drop
down to whatever i{ does and buy them back and makea
more on it. It's very simple. If we had a computer,
| could show you.

@ Why did you share your password for the
Bitcoin Forum with Big One?

A Thera's numerous times where he had to post
something, and | said, well, why don't you just write
it. And that was kind of the thing we had. We had a
cantral servar, It was run on one of the machines
that was at my house that made it look like — it
doesn't matter if he logged in or anybody logged
in — it locked like it came from the same location.

5o it looked like me.
Page 586

But there were lols of deals that were
posted, and | got heal for it sometimes when they
would post something and | didn't know it was being
posted, and saying that they're looking for an
addifional amount of coins, looking 1o fill in this
amount, Tillin that amount. | couldn’t keep up with
all of that with everything else going on. So they
had access to be able to post changas and different
things that --

2 "They" meaning Big One and Number Two?

A Yeah. Number Two took a lithle longer
before I'd give him access because | couldn't
understand his English that well.

G When did you give Big One access - when did
you give Big One your password for the Bitcoin
Forum?

A | could probably tell you,

MR. MOUSTAKIS: Lel the record reflect
that Mr. Shavers is looking at Exhibit Number 2,

A& Itwas around February, February of 2012,

Q  And whal are you seeing in Exhibit Mumber 2
that's refreshing your recollection as to when you
gave Blg One your Bitcoln Forum password?

A Well, a lot of these messages have been
altered, The first — the first posting alone,
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that's the last message, and you can change your

messages. You can delele your messages. You can do

3 whatevar you went within the thread.

4 So this was the main message whera it

5 asked for how many coins | needed during the time,
6 and that was always being updated, always change
T would.

a Q When you say, “this," you mean the massage
9 at the top of the thread?

10 A Yeah. This one.

11 @ And the message that currently appoars at
12 the lop of the thread in Exhibit Number 2 was the
13 last message you posted in this thread on the Bitcoin
14 Farum, is that cormect?

15 A Correct.

16 Q@ And it was explaining why you closed down
17 Bitcoin Savings & Trust?

18 A Correct.

19 @ Bitcoin Savings & Trust being your bilcoin
20 currency trading business, correct?

21 A Comect.

22 G Formally known as First Pirate Savings &
23 Lust?

24 A Yeah.

25 Q Sowhen | asked you earlier if we were

Page 58

1 discussing the First Pirate Savings & Trust

2 activities when we were discussing your bifeoin

3 currency trading activities and you said, no, It was,
4 just me, that's nat quite rght._We were discussing
5 your First Pirate Savings & Trust activities; is that

8 rlaght?
7 A That was just the name of a thread. | was_
8 Pirateatd0, The name of the thread was First Pirate,
9 Savings & Trust
10 Q  And later you changed the name to Bitcoin
11 Savings & Trust?
12 A Yes,
13 Q And the purpose of the thread was 1o
14 gommunicate with the individuals that invested
15 Ritcoin with you for yaur bilcain currency trading
16 activity, correct?
17 A Correct.
18 Q Okay. Sofor purposes of today, can we just
19 refer to both First Pirate Savings & Trust and
20 Bitcain Savings & Trust as Bitcoin Savings & Trust?
21 A Sure.
22 G And if you need to break it out, you can
23 break it out for us?
24 A Yeas.
@ Allright. So the first posting at the top
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of Page 1 of Exhibit Mumber 2 wasg the last post that

yau put on the Bitcoin Forum, is that correct?

A Correct.

Q  And thal was o shut down - fo announce you
ware shutting down Bitcoin Savings & Trust, corract?

A Correct.

Q Mow, here that message is dated Nevember 3,
2011, but that's not correct, right?

A Corract.

@ The Movember 3, 2011 date is actually the
dale you starled this thread, comact?

A Comrect.

Q It was a much later date that you pasted the
message that you were shutting down the Bitcain
Savings & Trusl, corract?

A Correch.

Q  And when was that?

A | can give you = I can tell you. Held on.

Q Was it before or afler you went to Las
Veagas?

A After.

Q@ Wasitin August of 20127

A Hold on. This is very difficult to go
through because a lot of these messages have changed.
It was the end of August.

Q ofz2027 Page 80

A Carrect.

Q That you posted this massage on the Bitcoln
Forum saying you were closing Bitcoin Savings &
Trust, corract?

A Correct. To the best of my knowledge.

0 I'd like Lo direct your attention to Page 4
of Exhibit 2.

A Uh-huh.

0 Actually tha bottom of Page 3 to the top of
Page 4. There's a post by somebody named Cory dated
November 5, 2011 that says, "Quote from: Pirateatdd
on Movember 03 of 2011." Do you see that?

A You said Pagae 37

Q The bottom of Page 3 to the top of Page 4.
D you gee al the bottom of Page 3 -

A Oh, okay. | gotcha.

Q - there's a post by Cory dated November 03,
2011. Do you see that?

A Yeah.

Q And it quotes -- it purports to quote a post
from Pirateat40 an Movernber 03, 2011, Do you sea
that?

A Yes.

0 The posting that's guoted, is that the post
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Page 61
with which you starled this thread?

A Yes.

0 And you started this thread with that guote
on Movember 3, 20147

A Yes,

Q Okay. Andit says 11:14 pam. s that Texas
fima?

A No. That's your time.

1 Eastern Standard time?

A Whoever was logged in or on at the time.
Whoeaver pulled this information, if they're logged
in. I nat, then | don't know what ime it uses.

Q1 Okay. So going back to the imibial purposas
of this exhibit, you were locking through it 1o tell
us when you first gave access to Big One to your
passwoard for the Bitcoin Forum. When was thal?

A Didn't | say February?

Q1 You said it might have been around February,
2012, Is there something in this document hat
indicates that to you?

A Yeah. Il was the last week in January.

Q Of2011 or"27 | mean 2012, Correct?

A That was Copumpkin. Copumpkin had my
password at one point,

Q Just a few minutes ago you testilied that

' Page 62
nobody else had your password. ’

A know. twasn't -- to the best of my
knowledge, | guess, | don't... | hava no way of
knowing for sure. It had to be around February.

a Of 2012 --

A Yeah,

G - that Big One first had your password for
the Bitcoin Forum?

A Correct.

2 And what indicatas that to you?

A Just when we really started — from the
messages that haven't bean altered, that's when we
really stared needing additional coins, and he had
access to change this main -- main post and post
thimgs. | mean, | could go through here and ook
forever and find ones that | didm't say.

Q0 When you say the "main post,” you mean the
post al the top of the thread that was ever changing
indicating how much bitcoin you needed for Bilcain
Savings & Trust?

A Correcl,

Q2 Did 8ig One continue to have your password
until you closed Bitcoin Savings & Trust in August of
20127

A No. Once | created Bitcoin Savings &
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lrust's website, the website (o track sverylhing, !
changed my password after a hack that happened on the
forums, And you no longer needed it because it could
all e -- tha amounts and everylhing could be handled
by the website instead of by the individual clients.

Q  And you launched the bitcoins -- withdrawn,
By the "Bitcoin Savings & Trust” websita you maan
BTC --

A --5-T. The first ane was BTClanding.com.
But you were just referring to BCT -
BTCST.
BTCST.com.
Right. April 10th,
So on April 10, 2012 you launched BTCST.com?
Mo, |launghed BTClending.com, which is the
same -- | didn't get the BTCST domain until later.
So | was using BTClanding.com with First Pirate
Savings & Trust's name being changed to Bitcoin
Savings & Trusl. So BTClending.com was the initial
website,

0 When did you launsh BTCST.com?

A Uh,..

0 Mr. Shawvers, I'm going to put in front of
you what I'm asking the reporter to mark as Exhibit
Mumber 3. it's a document you produced to the

POFrO0FD

f’age 5%
Securitizs and Exchange Commission, a spreadsheet

antitlad "Accounts-Transactions xls ~
{Exhibit 3 marked.)

Q We've put control numbers on it, Bales stamp
numbers to keep track of it. And the control number
is SEC-Shavars-E0000004. Do you recognize this
dacument?

A Yes.

O 'What is this document?

A This is the raw transaction data for the
back end of Bitcoin Savings & Trust's website.

01 And so this i data that you pulled off of
the Bitcoin Savings & Trust website?

A This is just the raw data.

Q1 That you pulled off of the Bitcoin Savings &
Trust websile; is that correct?

A Bitcoin Savings & Trust server,

G And we're talking about BTCST.com now,
right?

A Correct.

Q1 Does this document refrash your recollection
as lo when you launched the BTCST com websila?

A No, not at all. | mean, | could just look
at the domain name and find out whan it was launched.
Thal's fairly sasy o do.
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Q  Mr. Shavers, I'd like to direct your

attention o Page =~ to Exhibit Number 2, Page 125.
A Okay.
{1 Thera is a pasting from Pirateat4d on April
10, 2012, Did you post this messaga?
A April 10th?
Yes. 2012
Yes, This is the first day it was launched.
This is the first day -—
April 10th.

3 Sothe BTCST.com websile was up and running

O

A
a
A

12 _as of April 10th, 2012; is that comreci?
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A Correct.

Q And you posted this message dated April 10,
2012 on the Bitcoin Ferum to announce (o yaur
invastors that it was up and running, correct?

A Correct, "

0 And you lestilied earier that the Big One
had your password for the Bitcoin Forum from February
20 == sometime in February, 2012 through the launch
of tha BTCST .com website; is that correct?

A Correct.

Q  And that would be April 10th, 2012, carrect?

A Correct.

Q  What about Number Two? When did he have

Page 66

your password for the Bitcoin Forum™?

A He had it until the hack happenad.

Q s that before or after you launched the
BTCST.com websile?

A don't know.

@ What hack?

A The Bitcointalkforum website was hacked. It
became Bill Cosby eoins, and there was ne - a bunch
of stuff got messed up, and everything weant haywire,
So they had everybody reset their passwords. | just
dan't know exactly what time it happened. You can
Googla it,

O When did you first give Number Two your
Bitcoin Forum password?
A He had it after the Big One. Maybe a manth
aftar.

1 So mayhe March of 20012,

A Yeah. Estimated.

Q1 You said you didn'l start working with
Mumber Two until the second quarter of 2012

A March. Yeah. It had to be right -- right
around there because he had it after we had the
websita because we used it for posting things 1o some
people who couldn't speak English correctly. So it's
probably — | wani lo say like the March/April time.
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Again, without any information, | can'l accurately
tell a specific date and time.
Q What do you mean, "without any informalion"?
A Without access to being able to look up
things in here. | mean, a simple search-and-find |
could find other things, but it's wery difficull.
Q Referring to Exhibit Number 27
A Yes,

Al right. Sowhat did Big One -

A And there's s0 many -- so much of this has
been changed from the original — what it was
originally. After it shut down peoplie gat mad and
just changed their posts.

Q Bul people can aniy change their own posls.

A Right.

@ Because you need a password to change your
posis.

A Right.

Q  MNow, you believe you first gave your Bitcoin
Forum password 1o Number Twa in or about March of
2012; is that carrect?

A Towards the end of March, my best estimate.

@ And you changed your password for the
Bitcoin Farum in April of 2012, correct?

A Mo, Wait, | only changed it afler the

' Fage 68
hack. | didn't change it to keep them out. |
changed it because of the hack.

@ And when did you first give your Bitcoin
Forum password to Copumpkin?

A That was along time age. That was... Oh,
where is that one? It was in or arcund MNovember.

Q Of 20127

A Of 2011,

Q2011

A Yeah.

0 And you did not change your password until
the hack as you say, corract?

A Correcl,

Q Ardwhen did the hack aoccur?

A D don't know

1 Before or after you launched the websita?

A Befare -~ uh - | den't know. I'd have to
look it up.

Q Before or after Bitcoin Savings & Trust
closed down in August of 20127

A Before. Much before.

Q "Much before" you said?

A Yeah.

O Did you give Big One moare than one
password?
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A No.

0 Did you give Number Twoe more than one
passwond?

A They had passwords to a web proxy, proxy to
communicate through my computer; but other than that, -
=3

O I'm asking aboul your password ta the
Bitcoin Forum.

A Mo

Q0 Did you aver give Number Two mora than
ana?

A Mo

2 So al some paint you changed il alter the
hack, and neither Big One nor Number Two had the
password after the hack; is that correct?

A Correct.

2 And Copumpkin had your passwaord for the
Bitcoin Forum as early as Movember of 2011, is that
COMTact?

A Correct.

3 And did you ever give him a second passwond
far your --

A Mo,

Q Your second password for the Bitcoin Farum.

A Mo,

Page 70

Q  And what did Big One need your password
for?

A Ta post changes to the main -- the main
thread, the fop, and to post special requests.

@ What do you mean by "special requests™?

A If he was needing an additional hundred
coins to meet an order or something, he would log in
and paost it

@ And so throughout the life of the Bitcoin
Savings & Trust thread an the Bitcoin Forum, the tep
pasting on the thread was ever changing to show the
amounts of biteoin that you needed from invastors: is
that correct?

A Correct. Constantly.

Q S0 an adaily basis parhaps?

A Oh, yeah.

Q Okay. And you gave Big One your password
for the Bitcoin Forum for the purpose of changing
those numbers since he was your biggest demand for
bitcoin; is that right?

A Correch.

Q  And at times he also posted additional posts
under your name in the Bitcoin Savings & Trust thread
on the Bilcoin Forum seeking additional bitcoin,

A Correct,
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Paga 71
2 Outside of that top post.
A Correct.

@ Other than that, did the Big One aver use
your password to communicate on the Bitaoin Savings &
Trust thread on the Bitcoin Forum for any othar
purposa’?

A Privale messages just bebwasan lwo different
peaple he was getting coins from. But that's it.

Q1 And Number Two. For what purposes did he
usa your log-in for the Biteain Forum?

A The same thing, but he helpad with some of
my lendars that spoke real broken English. He would
PN them, and they would talk their way.

1 Let me gat this straight. Number Two didn't
speak very good English you say, correct?

A Yeah. It's broken English.

Q1 Sothe idea here was that he would speak to
your Bilcoin Savings & Trust invesiors who also
didn't speak very good English?

A From a different country, Nomally it was
like Germany or - where was he from?

Q  "He" meaning Mumber Twa?

A Yeah. He had to be - it had to be Germany
because hat was the ong thing -- one of the messages
that was sant, and that's why | think he was in

o n Page 72
Garmany, because of his relay IP on tha aaily
transactions. It had to be Germany. | had a
decoder, | could decode German il anyboedy posted
German on any of the forum posts or whatever. But
responding — my respanse sounded very broken because
I'was uging a tranzlaior to translaie word where he
could handle that kind of stuff.

Q Did you have some cluster of investors in
Germmany?

A Tdont know whera all of them are from

O But anybody who presentad with broken
English you had Number Two communicate with?

A If he could.

0 Whal if they spoke Porduguese?

A Tdon't think 1've had anybody speak
Partuguesa.

C Imean, | just dont understand -- well
never mind,

A He could abviously speak mulliple languages
because he spoke English. Mot so well, bul one of
the - gne of iha lalks we had was aboul thal, about
that | was having to use Google Translator to
translate some of the things that went on, and ha
goes, well, I can probably help you with that. So...

QO So Big One used your user name and password

800.271.DEPO (3376)
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o Page 73
on the Bigeoin Farum with your autharization?

A Yes,

Q And NMumber Two used your user name and
password on the Bitcoin Forum with your
authorization?

A Yes.

Q  And that was throughoul the time thal each
of them had your password for the Bitcoin Forum,
carrect?

A Correct.

Q1 And did Copumpkin use your user name and
password on the Bileoin Forum with your
authorization?

A Yeah,

01 And that was throughout the time he had your
user name and password for the Bitcoin Forum,
correct?

A Yes.

£} And far what purposes did Copumpkin use your
Biteoin Forum password and user name or the Bitcain
Forum?

A Itwas a joke. llwas |like a joke. He was
responding to himself as me through a thread, kind of
talking himself up. It was kind of a funny joke.

Q And for what purpose was he talking himself

Page 74
Lp to your knowledge?

A Who knows. He always had some weird thing.
tthink all of those posts were deleted. There's one
left, But.,

Q Okay.

A IU's labeled Copirate,

G Allright. Mr. Shavers, I'm going lo direct
your attention to Page 3 of Exhibit Mumber 2.

A Uh-huh.

@ Thera's a post by Pirateatd on November 4,
2011 a1 3:35 p.m. Do you see that?

A Yes.

3 And it says, "Currently I've got one order
scheduled for tormorrow {1T50BTC) and have it covered,
bt Ml know the next purchase when | meaet with
them. In the past they've asked for transactions as
large as 3000BTC but have not been able to give them

- an estimate of timing until now. So far with the
' people I've picked up it looks like this is going to

work out perfectiy
Then it says, "Edit: Just ran some
quick numbers and looks like I'm trading around
4900BTC a week" Do you see that?
A Yes.
(1 Did you write that past?
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A Yes, e
@ And then directing your attantion to Page 7
of Exhibit 2, there's a post in the middle of the

page by Piratealdd on Nevember 11, 2011 at 4:42 p.m.
Do you see that?

A Yes

Q Somebody named Finway is quoted as asking
"Just curious: What business makes this high
profits? _And Pirateatd0 responds, "Groups of pegple
that wanl to be off Ihe radar, buy large quantities
andinstant availability, | would say it's the Hard
Money sector of Bilcoin."

A Yes.,

Q  Did you write 7

A Yes,

Q  Tuming to the next page, Page 8 of
[Exhibit 2, al the boltom of the page therg is a post

by Pirateatd0 on Movember 13, 2011 al 6:46 p.m.
A Unh-huh.

Q [Itsays, "Hey all, | have some big orders
coming this week, | wantad to thank all of my_
investors as | am able to fulfill them without the
[isk of them mﬂ;ewherew
about 10008TC teialn lenders based on negotiaiions
with my buyers in the coming weesks, Il's growing,

. g Page T8
i's growing! Thanks again, pirate.” Did you post
that message?
A ¥es.

Q And you posted that message on or about
MNovember 13, 20117

A Yes

Q  And the prior message we discussed on Page
7, you posted that message on November 11, 20117

A Yes,

D mg-n an page 8 afEthﬁ 2 theres a post

you see thal.'?

A_Yes

Q It begins, "As with any movemanis in the
market up or down, | have enough ordéer aclivity going
on that my risk is very Iimited," and if continues

1} b fini
A Uh-huh.

Q@ Did you post this message?
A Yes,

Q  Did you post this massage an or about
Movember 22, 20117

A Yes.

Q Qgﬁgga 23 of Exhibit 2 tuwards the boliom
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December 19, 2011 a110:04 p.m. And Pirateatds
wriles, "My clients deal in cash only, and | don't

move a smgla mm unlll the cash is m han-d and I'm

0." Did you pnst l’nat rnessags’f“

A_Yes.

@ And did you posi that messagea on or about
December 19th, 20117

A Wes,

Q On the following page, Page 24 of Exhibit 2,

there's a post by Piraleatdd on D@_D_ﬂ!!ggr 19, 2011 at
10:41 p.m. Pirateat40 writes, "The prices for

picking up coins from my clients selling coins |s sgt
prior to the purchase mos! of the time. Anything not
coverad is hedged, or | take the risk personally.”
Do you see that?

A Yes

Q Did you post that message on the Biteoin
Forum?

A XYes

Q Did you post it on or about December 19,
201172

A Yes,

Q  Turning your attention to Page 63 of
MNumber 2, Page 63 .ﬂma you with me?

D Gp =~ B L R =

24
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Page 78
A Un-huh, .

1 Towards the botton there's a_post by
Pirateat40 dated January 19, 2011 at 6:52 p.m. Do
you see that?

A Yes.

Q There's a quote froem somebody named Bulanula
thal ends in a parenthetical thought. "1 doubt
pirate’s business is 100% legal.” And Piraleatd
responds, “If my business s iﬁlggal_mém_"'mm

trading coins for cash and back to colns is dalng
somathing llegal.” And there's a smiley face
emolicon. Do you see that?

A Yes.

Q And did you post that message?

A Yas,

@ And did yvou past that message on or about
January 19th, 20127

A Yes,

MR, MOUSTAKIS: Ms. Court Reporter,

just to be clear, both of thosa dates | just said
were January 19, 2012, 1 may have misspoke on he
2011.

@ Turning your atteniion to Page 98 of
Exhibit 2, towards the top of the page thera's a posl
by Pirateatd0 on at 2:54 a.m. Do you saa that?
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A Yes.

Q Itsays, "Update, I've removed the On-Demand
service and the now named Savings acoount has a
minimum of 100 BTC ta start. The neaw account minimurm
is only for new accounts. Thanks,” Did you post
that message?

A Mo

Q Who posted it?

A Ithad o ke Big Ona,

Q How do you know?

A Because | don'l use ilalics like that, and |
remambar not baing able 1o change that when -- |
wasn't at my computer, and ! got a flood of new
accounts that they wanted to do like real small
amaounts, and | said, hey, will you do a quick post?
Saithad to been. He had access o it Around (hat
time iz when il started. As 1'was going — wall, we
skipped a bunch, but this post wasn't done by me.

It was done at your direction and wilh your
autnorzation?

Yeah.

By the Big Gne?

Yas.

On or about February 9, 20127
Carrect,

TOF 0

Page 80
Q And you, in fact, imposed a miimum on new

Bitcoin Savings & Trusl's sauuuﬁ_asama.amﬁ.uf.m
biteain going forward from Egbruany 9, 20127,
A Yoo
Q Directing your atiention lo Page 100 of
Exhibit 2, towards the middle of the page there's a
post by Pirateatd dated February 10, 2012 at 2:08
p.m. Do you see thal?
A Yes.
Pirateat40 appears to be responding fo the
question, "lt's possible to have an account that
automalically reinvests and does not pay cut?" Angd
irateatd0 says, "Yes. Instead of my p: out to
vour address, it gets deposited into your accouni,
a PM to enable it." u see that?
Did you post that message?
Mo.
Whao posted that message?
From the looks of it, it was the Big One.
What do you mean, "from the looks of it"?
He handled the PM stuff. So when a PM came,
my senver would scrape the PMs so | kKnew what was
going on; bul for the most par, ne would answer them
except for new-account setups and any problems that

FoOFDF0OFRE
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Page 81
weie happening. But just enabling something like
that, | wouldn't have handled that.

Q Were you aware that this message was posted
on ar about February 10, 20127

A Maybe. I'd have lo -- it was such a basic
thing. It was just enabling a re-depasiting of his

funds,

@ Well, it sounds like from the face of the
messages here that whal was being enabled was an
aulomatic reinvestment of investor for funds, not
Mr. Big's funds.

A Correct.

Q And so was it true that Bilcoin Savings &
Trust investars, at least as early as February 10,
2012, could set up their accounts with you in such a,
way that there would simply be an interest acorug|
for each payout rather than an sclual paying out of
the interest to the investor?

A Yo

Q1 When was that first enabled by you? When
did you first allow that?

A I'm not sure.

Q Okay. Butthis would not have been news to
you on February 10, 20127

A No.

Page
Q And the BTCST.com website, was that sel gp

in such a way that it allowed for Bitcoin Savings &
Trust investors ta have their returns automatically
reinvested rather than paid out?

A Yes, for cerain accounis, Yeah.

@ What do you mean, "for certain accounts"?

A Large accounts -- large accounts would put
me aver my leial thai | could make money on. So |
wouldn't allow some of them to doil. | would allow
thermn to reinvest part of it, but then I'd kick back
out the rest of the coins.

So for the small accounts, it was fine.
But for the larger accounts, | was getling in mora
coinsg than | could use. 5o | was making them take
them back,

Q Turning your attention to Page 101 of
Exhibit 2, there's a message posted by Pirateatdl on
February 12th, 2012 at :18:05 p.m. Do you see thal?

A Yes.

O Somebody namead Qloh appears 1o be asking
about new account availability?

A Un-huh,

Q And Piraleatd0 writes, "They are available
now by referral only." Do you see that?

A Yes.

QEsQUIRE
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2 Did you post this message?
A Yes,
Q You posted it on or aboul February 12,
20122
A That's when | got back because the site's
availability updated. Thatl was done by the Big One,
| must have got back arcund 9:00.
Q P.m.you maan?
A Yeah.

Q You posted this message?

A Yeah. Because | posted that they're
available by referral only. | handled all of tha
account creatiens.

O And you posted it on or aboul February 12,
20127

A Yes,

Q Turning your altention to Page 123. Thers's
a message that begins in the middle of the page
posted by Pirateatd( dated April 8, 2012 at 1.30 a.m.
Do you see that?

A Yes,

@ Did you post this message?

A }:Eg.

Q Did you post it on or about April &th, 20127

A Yes

1
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Q The third sentence of the post says as,

"EPS&T has grown” -- meaning First Pirate
Savings & Trust, correct?
A Correct.

1
2
3
4
| & "Asg First Pirate Savings & Trust has grown,
&
7
8

. It has become much easier to handle large investors
managing smaller accounte than me handling them
direcily. 5o |'ve allowed established lenders o
grow their own market with the following in mind."
Da you see that?
A Yes.
L L

Q What are you discussing with your investors
here?

A That | don't want to deal with the smal
inyestors anymore. So larger investors can take
their investrments and have one line coming tm me
instead of having to deal with all the littls El’iﬁ'
ten coins, fifteen mlns ﬁ!'ty cains,

9
10
|11

12

13
|14
|15
18

7
18
18 So-—-and] hadl

20 ifthey -Eyh:i {ake mhar [Z:E.‘Crple thal _aren‘{ ren't real

21 sawwy wilh bitcoin, if they could put their bitcain

22 |g Iha r account, and | said, you know, bitcoins are
23 id, | don't

24 wmmm&:m

25 So this was — earlier if | found out
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aboul somebody else using an account thal -- in this
way, | wauld suspend lheir account and send their
coins back bacause it made it really hard to confrol
how many coins | was getling in and forcing them out.
Bul as it grew, | needed more coins. | just didn't
have the time to manage it alt. So | had them -- |
gave them the abi Iiw fo do that

Q2 Sovyou au

holders to take deposits and make payments out 1o
smaller account holders?

A Correcl.

Q And did yvou call these larger account
holders trust accounts?

A Not until much later,

Q Butyou did al some point --

A Yes

0 = call them trust acoounts?

A Yes. '

————

Q Was there anothar name for these accounts?

Pirate Qass4hru
FT1d 1 } - -

that up,
Q You were awara of the term?
A Yes.

Q And it was a term being usw on the Bitcoin

Paga 86
Forum for individuals that were investing with your

larger investors for the purpose of reinvesting with
you?

A Mo, They were - their purpose was to lake
a bunch of inveslors Lhal didn't have a hundrad
kitcoins and allow them all to invest as one person.
That's originally what they were designed for,

@ Apd so the Pirate pass-thru was one of your
larger account holdars?

A Yeah,

Q  And they were taking deposits and making

payments out to smaller investors; is that right?
A Yes.

@ Those smaller mvestors didn't hold accounts
directly with you, correct?

A Corscl,

Q@ Bulyou knew your larger account haldegs
were doing this.

ﬁ\ Corract,

0 Andatsomes paint in time towards the end of

Bilcoins Savings & Trust they becam 1

accounts, comrect?

A Yeah. | hadn't moved it over (o that point
yel. | called them that at the very end.

Q But that's whatl you were referring (o --

*SQUIRE
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A Yeah

O Your larger investors who were taking
deposits and making payments out fo smaller
imvestors?

A Trust accounts ware accounts that had a cap
max, had to keep a minimum balance and had to have
their funds — couldn't have them reinvested. They
were large accounts that just sal there, and | pushed
the accounts back.

Savings ones were mare of the
reinvesting ones. They were smaller accounts, But |
hadn't moved everything over until everything kind of
blew up.

Q And the informal name on.the Bitcoin Forum
for your farger investors who were laking deposits
and making payments gul Lo smaller inveslors were
Birate pass-thrus, s that right?

A Inatswhatthey were referred o,

Q  Andyou werg aware ol that activity?

A Yeah. Erom this goint on | allowed it to
tzappen. | just didr't want to deal with il

@ So you believed it was happening sort of iny
an unautherized fashion pnor to April of 20127

A Yes.

Q _Bui come April 8th, 2012 you axplicitly

Paga 48

authorized the Pirate pass-thru activily?

A Correct,

Q Turning your attention to Page 125 of
Exhibit 2, Therae's a posl we logked at earlier this
morming from Pirateatd0 on April 10, 2012 al 2:34
p.m. that fills the bottorn of Page 125 and carries
ower to Page 128 announcing the |launching of the
BTCST website. Do you see that?

A Yes.

Q And you posted thal message?

A Yes. This wasn't the original massage.

Q What do you mean?

A It had been altered a bunch.

Q You're saying what appears in Exhibil 2 is

nol what you wrote on April 10, 201272

A No.

Qs that the firsl message we've discussad

today that that's the case with?

A Mo, The very first message.

¢ Ofther than the post at the very tap of the

thread thal is now at the lop of Page 1 of Exhibit
Mumber 2, are there any other messages we've
discussed so far that were altered after you wrote
tham?

A No,
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1 Qkay. You're saying this one was allere

after you wrote it on April 10, 2012; is that
rigght®

A Yes.

G Inwhat ways?

A The site features. I'm pretty sure that
that domain name wasn't thare until later. So check
out the new site al BTCST. 1 think - I'm pretty
sure | was still using BTC Lending at that time, and
so that whole sentence wasn't there. Multiple things | 10

O~ g bW o=

on this list ware added or adjusted, taken off. 11
Q Mr. Shavers, the message says, "Since 12
www.biclending.com will be used for a separate 13
sarvice, thera's a new URL as well. For now theold |14
URL will radirect you to the new site but it won'tbe | 15
for long. Check oul the new site at 16
www. BTCST.com™? 117
A Yaeah. 18

Q You're saying that wasn't trua? |18

A That enlire paragraph wasn't there |20
originally on Aprl 10th. 121
2 You testified earlier today that you |22
launched BTCST.com an o about April of 2012. 123
A Maybe -- oh, okay. All right. This is only |24
one thread. Thig is like the main thread and -- {25

|

Page 90 i

0 For Bitcoin Savings & Trust? |1

A Yeah. There was an alert thread that had ' 2
Bitcoin Savings & Trust alerts. Thats what I'm 3
thinking of as that being different. Because | had L4
made a page where nobody could post anything. | just | 5
put news and alerls on this thread about it, and | 6
that's the ane that I'm thinking of baing wrong. So ' 7
thal's carract. | 8

Q So- 19
A So April 10th, that one is correct.
Q QOkay. Sovyou, in fact, did launch BTCST.com

an or abaut April 10, 20127 12
A Yes. 13
0 And this April 10, 2012 posting on Page 125 14
of Exhibit 2 is complete and accurate? 15
A Yes 16
Q And if's a posling you created on ar about 17
April 10, 20127% 18
A Yes Sarry about thal, 19
Q1 Directing your atiention to Page 206, he 20

battormn of 206 to the lop of 207 there's a post by 21
Pirateatd4d dated July 2, 2012 at 7:16 p.m. D0 you 22
e that? 23
A Yes. 24
@ Did you create this post? 25

jrSQUIRE
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A | don't know for sure.
Q Why not?
A Because il's a very simple thing for me (o
be responding lo.
@ The lop of the posl appears lo be a quote
fram somebaody named "OgNasty.”
A Yeah.
Q Whaoin turn was quoting Pirateat40 saying
changes effective - and the Firateat40 message says,
"Changes effective 8/01/2012, Fixed Interest Rate;
3.9%" And OgMasty is asking, "Weekly interest rate,
right?" And Pirateatd0 says, *Yes," Do you see
that?

A Yes.

Q s it true that on or about August 1, 2012
that the interest rate you promised BTCST investors
would be 3.9 percent weekly going foreward?

A Yes.

1 And that's something that you announced
ahead of tima?

A Yes,

Q  And you may have announced il by this post
right nere, correct? You're just not certain this
was you?

A Yeah, on November 3rd?

B Page 92

Q  Movember 3rd, 2011 15 when this thread
began.

A See, Lhisis one of the posts thal showed up
on the main page.

Q Right

A And they're quoting it. 5o it shows a quote
from November 3rd, but...

1 Butreally it's just a posting that was put
at the top of the thread at some point.

A Yeah. 5o the first - July Z2nd, | guess, is
the first time somebody quoted it. Yeah. It must
have been - yeah, July 2nd.

O Soanor abcnut July Znd, 2012 you put a
massage al the top of the thread anneun::m_g_higgn,e
August 1, 2012 the rata of return on Bitcain
Savings & Trust investments would be reduced to 3.
percent, cormeact?

A Yes.

Q' And then this person, Oghasty, was seeking
clanfication as to whether the 3 9 percent would be
weekly, correct'?

A Correct

Q And ¥OU 5aid yes, cormect?

A Teah

Q Yean?
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A | balieve so. Page 83

Q And it was, in fact, trua?

A Yeah,

Q That you were lowering the interast rates at
that time?

A Uh-huh.

Q So evenifit was somebody else with your
password, whether Big One, Number Two or Copumplin —

A Yeah, |was aware of it, ’

Q = this information was accurate, and you
wers aware of it

A Yas.

Q Tuming your attentlon o Page 221 of
Exhibit Numbear 2, there is a post by someabody namead
Tomatocage dated July 3, 2012 at 5:06 a.m. quoting
Pirateatd0, again dated November 3, 2011 concerning
trust accounts. Do you see that?

A Yes,

Q@ And did you create the posl conceming trust
accaunts that's being quoted hara?

A Yes.

@ And you created it at the top of the thread,
comect?

A The first message of the thread, yes.

@ Again, it was that ever changing first

Page 94
message at the top of the thread?

A Yes.

Q  And every time it was changed, it still bore
the date, November 3, 20117

A Caorract,

@ So you posted this message quoted by
Tomatocage here that begins "Trust Account” and goes
on to explain the detafl of trust accounts al the top
of the thread?

A Correct.

Q@ And you did that on or about July 3, 2012 or
shortly before?

A Yes

Q And here you'ra saying that trust accounts
will have rates keginning at five percent, correct?

A Yes.

Q And s0 what you were promising investors at
that point was five percenl, or more, for trust
accounts and 3.9 percenl for everyone else weekly,
mrrecﬁ

Q Dha:.r And l:he tmst acc:aunts agam it was
wealkly, correct?

A Correcl.

Q And the trust accounts here you write,
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"Unlimited Deposits, Create & Manage Sub-Accounts.”
Do you see thal?
A Correct,
Q And so your frust accounts -- you were
gutharizing the trust account heolders here to take on
inbmited deposits, correct?
A Wﬂwﬁm&%
J izing them o create and
manage sui:—-acmunis here, corraci?

A Corect,

Q  Were some of lhose accounts savings
accounts, or ware they trust accounts sub-accounts
for people who didn't have the minimum to meel for a
savings account?

A Trust accounts were basically the Pirate
pass-thru accounts,

Q So they were also known as PPTs?

A Yes.

Q So you were authorizing the trusl accounts
to act as pass-thrus to Biteoin Savings & Trust,

corract?
A Correct.

Q Meaning that the trust account holders would
take deposits from smaller investors and then
reinvast those deposiis -- not reinvast really -

Page 96
just invest those deposits in Bitcoin
Savings & Trust, correct? Lat me start over.
A Say lhat again
Q Sa the trust account holders were authorized

correct?

A Corredt,

Q For the purposes of investing in big Bitcoin
Savings & Trust, correct?

A Yes.

Q Ti‘!an you would pay returns ta the trust
mmmmm lotal amount invesied by

. tha trust accoy ;7
A Correcl.
Q  Ang then the trust account holder wag

autharized by you lo pay the returns owed to lhe
smaller investars for whom the trust account holdar
was managing funds, correct?

A No.

Q What's wrong there?

A The frust account holder would paw peaple
undemeath.

@ And you were aware that thal was occurring?

A Yes But, again, the trust accounts, they
wera never set up. So it never got to that point.
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can qo back to the thread if you'd like, but
bBeainning in April of 2012 you authorized larger
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We

Q Okay. Sobeginning in April of 2012 -

account holders fo take depasits from smaller

investors for the purpose of investing in Bitcoin

§avihgs & Trust, comect?
A Yes.
Q Andy you understood also that the Iarg_!'

mLauz&? -

A Correct

0 | of this was dor i r
authorization?

A Yes,

Q Mr. Shavers, I'd like to put before you whal
I'm asking the reporier to mark as Exhibit Mumber 4.

(Exhibit 4 marked.)

Q Do you recognize what's been marked as
Exhibit Mumber 47

A Yes.

Q What do you recognize it to be?

A Kind of a tell-all answered questions abaut
things | was asked a lot aboul,

Q Just to back up to basics, Exhibit Mumber 4
is a printout of a thread from Bitcoin Forum,

P a3
comect? e

A Yes.

Q Andit'sa printout of a thread of Bitcoin
Forum that you created?

A Yes.

G And you started the thread on or about May
21, 2012, is thal correct?

A Yes,

Q  And for the record, Exhibit Number 4 has a
header in the upper left-hand corner on each page
that says, “A day in the life of a pirate"?

A Yes.

@ And in the upper right-hand corner the
header has the page numbers Page 1 of, and It's Page
1 of 198 and 198 of 193,

Turnping your attention to Page 1,
Mr. Shavers, there is a thread -- there's a post at

- the top of the thread by Pirateatd0. Do you sse
- that?

A I'm sorry. What page again?

Q 1

A Yeah

@ Andits entitled, "A gay in the life of a
pirate.” Do you see that?

A Yes
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@ Did you post this message?
A Yes
@ To begin the thread?
A Yes,

@ And did you post it en or about May 21,
20127

A Yes.

@ And has it been aliered?

A Maybe for grammar, But nothing big.

By you?

Yeah.

Anyane elsa?

Mo, | did this one.

Turning your attention to Page 11.

Ckay.

There's a post in the midd|e of the page by
somebady named Wachtwoord dated May 21, 2042 that
asks, "Would you ba willing to disclose anything
abaout your actual profit margins over the 7% wealkly
you pay for the usa of funds?" Do you sea that?

A Yes.

Q And then towards the bottom of the page
there's a post by Pirateatd0 dated May 21, 2012 at
9:54 p.m. Do you see that?

A Yes,

DrFrDrFrDrED

- o Page 100
@ And here Pirateatd0 appears 1o be answering
Wachiwoord's question Do you see that?
A “’Eﬂ_-
o i I an -- bul "net" is

want to wﬁrlv. Thﬁ ﬂmca&s has bﬁmma pn:ity

automated |ately which is nice. | can spend more
time on my other projects and with the family.
Tharks for your palite and non-divulgin tion,"
Do you see thal?
A Yes,
@ Did you post that mes,isage?
A Yes.
- Did vou post it on or about May 21, 20127

Yes,

as it

-

baan altered In any way?

Q
A
Q
A

Bl

Q Tuming your attention to Page 15, there's a
message by Pirateatd) posted on May 21, 2012 at 1:18
p.m. Do you sea that?

A Yes,

@ N begins, "No, the system in place makes it
preity easy for ma to adapt lo large deposits (going
back to how much time | want to spand working). From

800.211.DEPO (3376)
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day one it has been much easier lo manage accounts
that rarely move coins than accounis thal are
constantly moving coins in and out. So before, my
limits were adjusied based on the accounts all making
tha samea rate. Mow the calculations are based on
averane balances. So thase that never move and hold
mare coins are rewardad with higher returns. Therg's
also some changes coming soon that will give the
approved bond issuers an additional incentive to
manage the smaller more active accounts.” Do you see
that?

A Yes.

0 And this was posted by you?

A Yas.

Q On or about May 21, 20127

A Yes

0 Hasg it bean changed?

A No.

G And here you're discussing Pirate

pass-thrus; is that correct?
A Yes
MR, MOUSTAKIS: We'll go off the record
for a second.
{Off the record at 11:45 a.m.)
(Short recess.)

{Back on the record at 11:52 a.m.}
¢ Wr. Shavers, you're still under oath.
A Yes
@ How did Big One log on to a server al your
Fouse?

A It's called a WinProxy that - it's a proxy
server that allows you 1o connect ke a WPN and
either connect IRC ar connect as me. Soa as my IP
location. So you can look up certain information,
aspecially on IRG, whera the parson is, and you can
tall if it's the same person or not. So we did that
so that he and Mumber Two could communicate as me
when they needed to.

O Why not just tell investors that Big One and
MNumber Two were authorized o communicale with
nvestors for Bitcoin Savings & Trust?

A ldidn't need them looking around trying to
figure out if it was me talking or not,

1 Sothe purpose was to deceive the investors
as to who was communicating with them?

A Mo.

) Butthat's the practical effect, wasn't
in?

A Mo

2 Wasn't it to disguiss whether or not the
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message was from you or not from you?
A It's to have them not question what's being
said, is it from me or nol from me. Everything is
fram me,

1 But everyihing wasn't from you,

A Righi. Onmy side. As far as the forms
weni, anything that was said, people | gave accounls
1o was what | said. | just didnt have time o
respond to avarything afl the time.

QS anylthing thal Big One posted on the
Bitcoin Ferum in IRC or elsewhere under the name
"Pirateatd " was authorized by you?

A Yes,

0 And anyithing that Momber Two posted in tha
Bitcoin Forum on IRGC or elsewhere as "Piraieatdd" was
authosized by you?

A Yes

0 And anything thal Copumpkin posted an the
Bitcoin Forum an IRC or alsewhere as "Piraleatd(” was
authorized by you?

A Yes.

1 By logging on to your central server atl your
hiouse, what did Big COne and Number Two and Copumpkin
hawe access to -~

A Mothing

Page 104

Q1 -- ether than being you on the Bitcoin
Forum?

A Yeah, They could just use my IF address,
They still used their own computers and all that
stuff,

0} Sothey couldn’t access, say, your bank
accounts if you had a pre-set password or something
like that?

A No.

&1 And in the case of Big One, why would you
give your login to somebady you didn't even know,
your Bitcoin Foarum login? -

At really wasn't that important. | didn't
use |RC vary much, [ mean, | didn't use the forum
wary much. | primarily did most of the talking and
stuff in IRG.

C Big One had your IRC login, foo, correct?

A Correct. He didn't have my GPG key. Which
any time you did a transaction, you verified with the
OTC and all that stuff.

2 But the vast majorily of your bitcoin
currency trading activities, it would be fair lo say
in terms of talking with investors, occurred thraugh
IRC ar the Bitcoin Fordm, correcl?

A Primarily through 1RC,
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@ But also through the Biicoin Forum?

A Some,

Q What protections did you have that this
anonymous person, Big One, who had your logins for
poth the Bitcoin Forum and IRC might not somehow
abuse the trust of your Bitcoin Savings & Trust
invesiors?

A | trusted him with a lot of bitcoin.  Their
responses, their way of acting was -- would directly

affect them If they would have said something or
deceived something or do something bad,

And remember, this is towards the very
beginning. After Bitcoin Savings & Trust's websiie
really gol going, it was a lot more autornated. Thay
never logged in that much. It was rare occurrences
that they nesded lo post something, and then once the
password was changed, they had no access (o it
anymore.

Q When was the password changed?

A | don't know.

Q  Soin your view it was a prudent business
decision 1o give somebody you did not know by any
name at all, not even an online -name, your User names
and password for the Bitcoin Forum and the IRC for
the purposes of communicating with your Biteoin

Page 106
Savings & Trust investors?

A Yes.

@ And that was true of Big One, and that was
true of Number Two, correct?

A Correct,

@ Copumpkin you had a name and -- a real name
as well as a user name, carrect?

A Yeah, He was the mosl trusted persens |
knew. One of tha first people | knew.

& Soin February of 2011 when you started your
itcoin currency trading activities, the informal

name for it was Firsl Pirate Savings & Trust,
correct?

A Correct,

Q And that name was changed to Bitcoin
Savings & Trust when you launched the BTCST .com

websile in or about April of 2012, correct?

A Correct

0 Dkay. And like | said today, we can just
rafar io everything as Bitcoin Savings & Trusl. Bul
if you ever nead to break the one cul from the ather
fior the purpose of making your response o a question
accurate, don't hesitate to let us know, all right?

A Okay.

0 And you founded Bitcoin Szwmgs & Trust from
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your home in McKinney Texas, right?
A~ Yes. '
Q Did you ever travel for your Bitcoin
Savings & Trust related work other than that one trip
la Las Vegas?
A Traveled around town just to buy and sell
coins,
Q Meaning around Texas?
A Correct,
Q" Mckinney?
A Around Dallas.
Q Dallas. Mow, you shut down Bitcoin
Savings & Trust in August 2012, is that correct?
A Yew,
Q You stopped taking deposits from investors
in August of 2012, is that right?
A Yes.
Q There was slill some unwinding o do at that
point; is that right?

A Right.
Q When did you finish _y-q_ur_u_ﬂw'sndérzm
i Savi 512

A [Lwasnt unlll the beqmmnq paﬂ of this

| mean, theres per.}ple | BtIH owe,

o Paga 108
Q So what activities did you undertake for

Bitcoin Savings & Trust between August 2012 when you
stopped taking depesits from investors and March or
April of 20137
A | immediately closed aut the new accounts

that had just recently started, returned all their

coins. Then kind of strategically based on how many
colns | still had tied up, | worked to move some of
the coins out. But, you know, with losing the large
surm of coins, it made it very difficult to do that.

So | kept some of the coins to be able to trade so |
eould make colns to pay tham back., And it took a
lang time.

Q  And did you return any bitcoin to investors
during this time period from August 2012 through
March or April of 20137

A Yes,

Q  So you relurned the deposiis of newer
account holders; is that comect?

A That was almost immediately afterward when |
shut it down.

Q And did you retumn bitcoins to others during
that time period?

A Yes.

Q Who?
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A Actuslly hold on.

MR, MOUSTAKIS: For the record, the
witness is referring to Exhibit 3.
Jepham.
Can you speli that?
J-c-p-h-a-m; Keefe, K-e-e-f-e; Seanbeaupre.
Can you spell that for us?
S-g-a-n-b-s-a-u-p-r-g; Teek, T-e-e-k.
What is it that tells you in Exhibit 3 that
wou returned bitcoin to these investors?

A I'mjust pulling them from memory.

@ Oh. So Exhibit 3 is simply refreshing your
recollection for these purposes?

A Yes. Ognasty, O-g-n-a-s-t-y; A-r-a-s-h-d;
Brendio, B-r-e-n-d-i-o; Bicddomains.

Q Can you spell that?

A B-t-c-d-d-o-m-a-i-n-s; Coin_toss,
C-g-i-n-_-t-0-s-8; Fred0, F-r-e-d-0; Gigavps some. |
haven't returned all of his. Same thing with
Imsaguy, l-m-s-a-g-u-y.

Q You returned some but not all of his
deposits?

A Correct. And then there's a bunch that
aren't listed on thera bacause the accounls were
closad.

arorpr

i ) Page 110
Q  And all the other individuals you named you

returned thair antire principal amount?
A Thelr entire balance.
Q Entire balance,
A Yeah.
Q At the time of the shutdown in August
20127
A Yes.
1 Whatever that balance may have been,
A Corract.
@ And for Gigavps and Imsaguy you retumed
some but not all of their balance?
A Right.
0 How did you make the determination as to
which investors ta return bitcain to and which not?
A Accounts that | physically knew there was
pay VG -- a couple of the other guys that had these
Pirate pass-thrus where their people were coming to
me asking for coins and | had no way of knowing if
they had coins with me or not. And so like | said,
the brand new accounts, | shut those out and closed
them out, paid them back initially. And then | went
through and worked out the pecple that | had long
relationships with and knew that they were good. |
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had with me.
Q' So you gave prionly Lo your long time
inveslors in returning funds when you shut down
Bilcoin Savings & Trust?
A 1 gave prionty to the new accounts.
Q  And then after them to the long time
investors?
A Some of them. Some of them hadn't been
super lang. | mean, like Copumpkin and Gigavps ware
the new — | mean, they had been with me since the
wery beginning, and o date | haven't paid Copumpkin
back much.
Q  Did you pay back Hashking?
A Mo,
Q Why not?
A He just — it wasn't part of the payout. |
Just didn't have the coins at the time.
Q Did you pay out Goat?
A 1 paid him a percantage. But it was -- it
was -- at the end people wera moving coins around.
They were buying debt basically. And he took a
percentage to relinquish some of his debt, something
like that. Something along those lines. I'd have o
go through some of my e-mails to look it up.
Q Do you remember you and | had a conversation
Page 112
on the telephone on Cclober 3rd of 20127
A Yes.
Q@  And we spoke for about two-and-a-half
nours?
A Uh-huh,
Q Yes?
A Yes,
Q  And at the time | asked you which investors
did you return funds to fallowing the August 2012
shutdown of Bilcoin Savings & Trust, and you said you
chose to retum funds to your friends and long time
investors, comeact?
A Somewhat in those words, yes.
Q  And at that ime you didnt menlion new
account holders.
A It wasn't that important. | really --
during our phone call | had a lot more going on than
a phone call from you that | really wasn'l ready for
and | just started coming up with stuff. But as this
process has gone an, | learned how the evenls
unfolded and what happened, and | have to speak
truthfully now.
Q When | asked you about Goat an October 3rd,
2012 you told me that you weren't paying him back
because he threatened legal aclion; is thal right?
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1 A Early on, yas. 1 A No.
2 Q  Andis that why you didnt pay him back? 2 @ Socwhat was it?
3 A No, 3 A It was a website,
4 Q Sothatwasn't true when you said that on 4 Q  Bitcoin Savings & Trusl was?
5 Qctober 3rd? 5 A Rght
B A No. He was threatening me, and | felt thal G Q1 So Bitcain Savings & Trust was in the
7 il he was going lo threaten me aboul how much was T business of lending bitcoin, correct?
8 owed, thal | would sit and wait and see what happens. 8 A Lending bitcoin from people to lend bitcoins
9 Butat the time he had more coins held with me thanl 9 lp very large invesiors.
10 could pay him back. So | couldn't pay him back 10 @ Right. So Bilcoin Savings & Trust took in
11 anyway. 11 bitcoin from its investors, which it then lent oul to
12 3 Did Biteoin Savings & Trust ever have any 12 18rs,
13 employeas? 13 A Right. So they were lenders, and then |
14 A wouldn't say employees. | would say 14 lznt out coins.
15 contractors. 15 Q Who were lenders? ‘Your investors?
18 3 Who? 18 & They're nol investors. They were lenders.
i7 A Multiple people that did wark for web 17 They lent me coins. | lent them to somebody else.
18 design, development of, you know, graphic design, 18 Q Well, you use the word "invesiors” yoursell
19 different things, And my twao biggest clients were 19 on the Bitcain Forum. We [aoked al one of the posts
20 kind of assistants. 20 today, And we've been using the word "investors”
21 0O Your two biggest anonymous barrowers were 271 loday.
22 assistants? 22 A | actually used - there's multiple times
23 A Yeah, basically. 23 where | said I'd like to think of my - think of
24 O In what way did they assisl you? 24 people as lenders. And that's what they were. They
25 A Anmemd private message-s answered 25 lent me the coing, and they could have them right
- Page 114 Page 116
1 responses on the forum. | stuck mast of my time on 1 back,
2 IRC and not on the forums. 2 Q Wilh the expectalion of a return.
3 Q  And who were your outside contractors for - | 3 A Right.
4 web design? 4 Q  And then you in turn under the name of
5 A Zach Nakaska did most of the web B "Bilcoin Savings & Trust" lent the same coins out to
& development, 6 generale arelurm, :
7 Q For the BTCST.com website? 7 A Carrect,
i} A Yes. { B 3 So you were taking coins from all of Bitcain
a Q  Anything else? | 9 Savings & Trust's vanous lenders or investors,
10 A There was a couple of ather people that did | 10 pocling them together for the purpeses of lending
11 siuff. | don't have that information with me, 11 them out to generate more returns, correct?
12 a Who? 12 A As well as my coins, yes.
13 A | don't kmow. 13 Q S0 you were pooling hitcoins from Bitcoin
14 Q You can't remember whom you hired or what 14 Savings & Trust's lenders or invesiors wilh your own
15 for? 15 coins and then lending all of those coins oul for the
16 A No 18 purpose of generating returns both for yourself ang
17 Q Was Bitcoin Savings & Trust svar 17 Bileoin Savings & Trust's lenders?
18 ipsgrporated in any state? 18 A Correcl
19 A _No, 19 Q And you promised the individuals wha lenl
20 Q) Ewer incorporated in any other country? 20 you bitcoin returns in bitcoin, correct?
21 A Mo 21 A | wouldn't say | promised them anyihing, |
2 Q Was First Firate Savings & Trust ever 22 lold them [would pay them a certain percenlage. Bul
23 incorporated in any other state? 23 there was no contract.
2& A No. 24 Q In bitcoin.
Q c}r any other country? 25 A In bitcoin,
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1 Right. What do you mean there was no

contract?

A There was no contract between me or anybody
a@lsa.

Q ‘You told individuals on the Bitcoin Forum
and through IRC, lend me your bitcoin, I'l return
your bitcoin with a certain percentage return,
corract?

A Correct,

Q JAnd the return would be paid in bitcoin,
comrect?

A Correct.

0 Did you ever pay returns to any of your
investors in U.S, dollars?

A Mo.

Q In any other currency other than bitcon?

A Mo.

Q And the business of Bitcoin Savings & Trust
was aepe!‘ating returns through lending biteoin,
correct?

A Primarily, Ninely percant,

8} Rmﬁ what was tha other ten percant?

A Buying and selling bitcoins locally.

Q And when you say, "locally," whal do you

mean by “locally™?

A The Dallas area.

G Ninety percent of tha returns - of the
activity | should say - af big Bitcain
"Savings & Trust was lending bitcoin?

A Yes.

@ Mot the buying and selling of bitcoin?

A Camect.

Q Now, the Bitcoin Forum thread for Bitcoin
Savings & Trust, you created or started on or about

Movamber 3rd, 2011, right?
A Yes,

Page 118

2 But you first soliciled bitcoins from others
for the purposs -- but you first solicited bitcoins
L hEﬁ'S 'f B. » = =
February of 2011, Butit wasn't on the bileoin
forum.
A Right.

Q And vou continuad 1o solicil bilcoin from
oiners for Bilcoin Savings & Trust bath on the

Bitcoin Forum and |RC and elsewhere through August of

20127

A Yes.

) How did vou find your 2arly investors betore
the Bitenin Forem thread?

A At avapor = wait. My early investors?
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Q  Yeah, your early lenders for Bitcoin
Savings & Trust.
A IRC,
Q How did you find them?
A IRC.
0 And were there chal rooms on IRC dedicated
to bilcoin?
A Yes.

@ And so in those chat rooms you solicited
investmanis?

A No. They were just friends that | mel up
with, and | asked -- | asked - | elther mined the
coins or borrowed somebody’'s mining to mine coins,
paying them in either dellars of in bitcoin. And if
they had extra cains silling around, | would say,
hey, can | borrow your coins for 4 week? Ul pay
you one percent a day. And that's how that all kind
of started.

And this was to individuals on the IRG?
‘Yeah.

And that began in February of 20117
Correcl.

And so you would suggest to individuals that
if they lent you their bitcoin, you'd pay them one
percent a day?

oFrDEQ

“Page 120
A Correct,

0 You didn'l meet the Big One until December
of 2011, corect?
A Corract,
Q How were you generating the relurns for
Biteoin Savings & Trust prios lo Decernber of 20017
A Il was either dene through Biteoinica in the
gady parts or local transaclions and the mining. |
sould rent huge amounts of mining powar and mine
them, returm more biteons than 'l pay them or pay
them in dollars and get bitcoine and the bitcoin
price was moving up and work oul — | mean, there's
lons of ways (o make money.
| just came from a diffarant way of
thinking of bileoin and decided lot me see if it
works. | just need to have coins, And that's why |
started borrowing Lharm.
Q@ And whal do you mean whan you say you did it
through Bilcoinica?
A& Bilcoinica was a website thal worked like
ML Gox thal allowed you to leverage your coins. So
you could use 25 much as ten 1o one levarage, and you
could trade on the major exchanges, And in the
beginning itwas jusl ML Gox. But you could lrade
and make money walching the markat move. There were
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1 trades where you made fifty, 560,000 overmight. 1 A Righi

2 @ Youmean bitcoin or dollars? 2 Q  And that would bz your exposure an

3 £ Dollars, but they didn't allow you to 3 Bitcoinica?

4 transfer out dollars. So you had to purchase 4 A Right

5 bilcoins at a specific price aflerward with that 5 @ And thal's how you were generating refurns

8 maney to cash them out. & in the early days of Bitcoin Savings & Trust before

7 @ 5o Bitcoinica cperated as a currency 7 you met the Big One?

8 exchanga, bitcoin for U.S. dollars and back? a A Yes,

9 A | really wouldn't consider it an exchange. =] Q And you met the Big One in December of 20117

10 It was really more of a buckel shop. 0 A Yes.

11 Q Meaning? 11 Q  And prior te Decamber of 2011, you generated

12 & That they were doing transactions, showing 12 refurns for lhe Bilcoin Savings & Trust investors by
13 you the total amounts of dollars and coing, but you 13 frading, meaning buying and selling, bitcoin locally;
14 couldn't get cash oul. You couldn'l - you could 14 Is thal correct?

15 only get bitcoins back out, and you could only trade 15 A Right.

16 with the coins that wers in the systemn on ML Gox, 16 Q Prigr to December of 2011, did you ganerate

17 0 You generated returns? 17 any returns for Bitcain Savings & Trust by lending

18 A Yes. 18 bitcoin?

149 1 For lha early Bitcoin Savings & Trust 19 A Very littie. [twasn't - | mean, there was

20 inwvestors on Bitcainica, 23 some -- somebody thal | knew that | would lend coins,
21 A Yes, 21 and | would gel themn back, but it was very liftle.

22 Q You did it by depositing bitcoin with 22 Less than one percent.

23 Bitcoinica; is that right? 23 Q Did you generate returns prior to December
24 A Yes. 24 2011 through Bitcainica in any way other than this

25 Q  And then Bitcoinica allowed you to trade 25 synthefic trading we've discussed?
' ) S Page 122 - Page 124
1 against the U.5. dallar, 1 A Mo,

2 A Yes, 2 Q Kow, when you and | spoke in October - on

3 Q There weren't actual dollars invalved. It 3 October 3rd, 2011, you lold me that Bitcoinica paid

4 was synthetic trading? 4 you four percent per day on the amount of biteain you
5 A Right. 5 had deposited with them.

B Q You were trading against the price of the & A Correet,

7 U.S. dollar, 7 0 Was that trua®?

8 A Right 5 A Yeah, at a laler cate when they dropped

g O Versus the bitcoin. 9 their -- their leverage amount down. Itwas

10 A Yes, 10 basically a perceniage thal they needed cains lo be
11 Q As determined by the prices on Mt.Gox at the 11 able to trade, and just having them si there you

12 time of your trading. 12 could make money.

13 A Plus their PIPS or add-in over the price of 13 Q  And when did that slari?

14 MLGox, 14 A I'm not for sure of the exact dale. Itwas

15 2 Plus whalever little bit Bitcoinica was 15 towards the end right bafore the big hack.

16 taking? 18 Q  And when was the big hack?

17 A Right. 17 A | don’t know.,

18 Q And did Bitcoinica allow you to rade with 18 (1 Was it before or afler you began lending

189 leverage? 19 bitcoin to the Big Ona?

20 A Yes. 20 A Oh, after, It was after thal

21 Q  How much leverage® 21 O Whal percentage of the relurns you were

22 A Ten toone. 22 generating for Bitcoin Savings & Trusl's investors
23 Q  And so if you had on deposit @ hundred 23 prior o Dacember of 2011 was generated through the
24 biteoin with Bitcoinica, you could engage in 24 synihelic trading aclivities on Bilcoinica? Raughly.

synthetic bitcoin trading up to a thousand bitcoin? 25 A Sixty, seventy percent.
f F SQ'U H{EJ 800.211.DEPO (3376)
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1 Q And the remainder? 1 operating expanses?

2 A Trading locally. Z A Mot really. | had a server,

3 Q Meaning buying and selling? 3 Q In your home?

4 A Comrect. - A Mo. Those are hostad outside.

5 Q@ Why did you go o the Bitcoin Forum in 5 Q Whera?

6 November 2011 and create the post for Bitcoin & A Amazon,

7 Savings & Trust, create the thread? 7 Q' Through Amazon.com?

a A There were certain people that didgn® B A Yeah, Amazon's cloud network.

8 understand IRC, and they would try to get on and Iry 4 @ But you operated Bitcoin Savings & Trust

10 to talk to me about it, and | tried to get them o 10 from your home in McKinney.

11 setup an OTC, GPG encryption 5o | knew it was them, 11 A Yes,

12 and they just couldn't figure it out, Sowhen | 12 Q Were there any offices for Bitcoin

13 talked with Theymos on the forum, | asked him would 13 Savings & Trust?
14 it be okay if | made a post and kind of managed it an 14 A No.

15 the forum, and he said — | was kind of the first as 15 O Did you have any rent expenses for Bitcoin

16 far as real lending got in and wanied to make sura it 16 Savings & Trust?

17 was okay with the admin first, and he said, yeah. iv A No,

18 And so | jumpad on, posted the same thing that | 18 Q  Any eguipment ather than your iome computar?
12 posted as the welcome messaga fram the IRC channel 18 A No.
20 and got all kinds of activity 20 1 Did you sver have to hire any professionals
21 Q Theymos is T-h-g-y-m-o-87 21 for Bilcoin Sawings & Trust, other than Zach MNakaska
22 A That's corract. 22 o design your website?
23 Q  And that is the administrator of the Bitcoin 23 A Mot have to hire, no,
24 Forum? 2d 1 Did you hirg an accountant for Bitcoin
25 A Yes, 25 Sawings & Trust?

' Page 126 | o Page 128

1 2 Do you have any record of your i A Not have to hire, no.

2 communications with him about starting the Bilcoin i Q  Did you ever have an accountant do the books
3 Savings & Trust thread? 3 for Bilcoin Savings & Trust?

4 A Na. That's all IRC, 4 A No.

5 @ Mow, your trading acliviies, your 5 Q Did you ever hire a lawyer for Bitcoin

6 investment aclivifies, for Bitcoin Savings & Trusl 6 Savings & Trust?

7 changed after you met Big One, correct? ¢ A No.

& A Wery much so. 8 G Did you ever have a lawyer help you in any

a Q  And | think we've discussed this, bul once 8 way wilh Bitcoin Savings & Trust's operations?

10 Big One was in the picturs, and thereafter with Big 1Q A Yes,

11 One and Number Two, you gensrated ninety or more 11 Q Whao?

12 percent of your returns for Bitcoin Savings & Trust's 12 A | don't have that information.

13 inwestors threugh lending, not through the buying and 13 Q You the don't remamber the name of your

14 selling of bilcoin, correct? 14 lawyer?

15 A Caomrect. 15 A Yas,

18 Q And you stopped your activities on 16 Q Yes, vou don't remember; or, yes, you

17 Bitcoinica for the most part because you could 17 don't -

18 generate more with lending activilies or for some 18 A Yes, | don't remember.

19 other reason? 19 {1 And when did you engage a lawyer for Bitcoin
20 A Both. I'd like - I'd liked to have muli 20 Savings & Trust?

21 strands in case anything were (o happen, but 21 A When there was - let's see -- it was the

22  Bilcoinica was having some security problams with 22 week before July 4ih.
23 their system, and | gol spooked and pulied out most 23 Q O
24 of the coins before they were hacked and taken down. 24 A 2012,

25 0 Did Bitcoin Savings & Trust have any 25 Q Butnever prior?

ESQUIRE
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Page 129

A No.

G Did you ever solicit U3, doliars from
anycne for Bitcain Savings & Trust?

A Mo,

Q Did you ever solicit currency olher than
bitcoin from anyone for Bitcoin Savings & Trust?

A No.

Q  How much did you promise individuals from

9 whom you solicited bitcoin for Bitooin

10
1

12
13
14
15
16
T
18
19
20
21
22
23
24
25

1
2
3

Savings & Trust in refurns on their bitcoin?

At varied depending on how much — how many
coing they had.

0 Explain.

A | don't have thal information in front of
me.

Q  Well, earlier you mentioned one percent a
day.

A Yesh

1 Atfirst

A |t was three percant every three days. That
was the very beginning. And then | don’t want to
misspeak and say the wrong number, There was
multiple tiers, and then it went to simple amounts,
and then it went to a flat amount across the board,
Again, that's -- the very first post on the thread

Page 130
was canstantly changing.

G But your initial past on the Bileain

Forum - well, withdrawn. Egu.&ﬂaﬂgmnﬁuﬂﬁ,

4 Biteoin Forum post for Bilooin Savings & Trust
5 believe you said you ware paying [ndividuals cne

6
i
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
za

percent a day when you mel through IRC,
A Correct. Paid out every three days.

Q Paid out avery thres days?
A Corrscl.
@ And with the first post on the Bitcoin Forum
an November 3, 2011, what did you promise investors?
A ldon't remember that. )
Q | would direct your attention to Exhibit
Mumber 2. Why don't you take a look at Page
Mumber 4. Does that refresh your recollection as to
what you promised Bitcoin Savings & Trust inveslors
when yau created the Novamber 3, 2011 post on the
Bitcoin Forum?

A One percent per day.

&} ] id every three days”

A Yes

[#] d gid there come a timea when you changed

the amount of interest you were promising Bitcoin
e FT 5

A Yes .
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@ And when was that? Was it with the
launching of the new website in April of 2012 ar
pricr?

A ldon't - I'l have to go through all this
Imformaticn.

Q1 At some point in time did it change from one
percent a day every three days 1o one percenl per dav
weekiy?

A Yes. Yes. There were different rates for,
different people. There ware people lhat were a pain

in the butt lo work with. So | dropped their rate.

There was people that were fantastic to work with,
and | made litlle adjusiments to their rate to give
tham more. But, yes, it moved to weekly because |
was fired of having o do it every three days.

Q Now, directing your attantion to Exhibit 3.

A Un-huh,

Q [f you go to the first page, in the botlom
|eft-hand cormer it seems to say -- il does say
“Ovidiusof.” Thats the Bitcoin Savings & Trust
account holder, right?

A Correcl.

@ And here the payments appear to ba weekly;
iz that right?

A Corract

Page 132
@ So st fair to say that by April 8th of

2012 when this account information bagins that you

had moved io weskly payments to your account holders?
A Yes.

Q And then there came a time when you reduced
inlerest rates, as we discussed earlier, 10 3.9
parcent weekly for savings account holders, conecl?

A Yes

Q And five percent or more weakly for trust
acoount hgldglr&.f-ﬂ_@_.@ﬁ:.

A xesi

Q  And that was in August of 2012, correct?
August 1 of 2012,

A Yas.

Q Yes?

A Yes.

@ Direciing your attention lo Exhibit 2, pages
206 19 207.

A Okay.

Q There's a post that begins at the batlom of |
206 and conlinues ta the top of 207 that we reviewed
aarher loday Dumemmg the cilange of interesl rates

A Yes,

Q Does that refresh your recollection as to

800.211.DEPQO (33786)
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hundred coins at 3.9 parocent,

Page 123

when you reduced interest rates for savings account

holders to 3.9 percent?

A Yes

G And when was that?

A BM/20492

Q@ Why did you lower the returns promised to
Bilcoin Savings & Trust investors on August 1st,
2027

A That rate change never happened. Sol
ariginally changed it because | couldn't make as much
money --

Did it happen or didn't it happen?

The 3.9 percent for savings accounts?

That never happened?

That was a starling-at number.

Qkay.

And most paople -- that's when everybody
%Wﬂm&_nas&mmwm
giff._So it changed for pecple hat had Ilke a
_hundred coins. But everybody else got seven percent.
So—I'm sorry. What did you ask?

Q You were aboul to say the initial change
from one percent every three days to seven percent
weekly occurred because why?

A No. Mo, You asked about --

rorFrO PO

Page 134
2

Q |asked why the rales wenl down to

percent.

A And it was originally because | wanted to
getrid of the small accounts, and that's — the 3.9

was — &Ihmatelx ended up baing anybady under a
So it forced them lo

move into one af the big Pirate pass-thrus so |

didn't have le deal with the small accounts.

Q Do you still control the BTCST com domain?

A Yes

@ Do you still eontral the BTClending.com
domain’?

A Actually as of recendly, | think | gave that

any cuntent on Ihe BTCST cam webm{ﬂ thﬂw
viewead by the public?

A No

O Solhe websiie reguired a user name Eﬂg
password?

A Correcl.

Q And you provided a user name and password
for each of Bitcoin Savings & Trust's investors?

A Corect

2 And what information was available to

jFSQL. RE
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Bitcoin Savings & Trust's investors on the website?
A Their balance, transactions — |lwasn'1 a
lot. There wias just setlings for Iogg ] in and
seeurily seltings, that kind of stuff.

Q But they could see their acoount balance?

A Uh-huh,

Q And their account fransaction history?

A Correct.

Q1 And that's what you've produced ko the
Commission {hat's now marked as the Exhibit Mumber 3,
the accounts fransaction spreadsheet?

A Mo. Thisis the raw server output, A ot
of these transactions weren't part of their balance.

Q  wWe'll return 1o thal later. Whal do you
mean when you say the "raw server output”™?

A That was just an export of every transaction
Ihat was linked to an account. And when bitcoins
were moved into my wallets, they were moved in using
accounts, my back-end system to determine the
transactions that were coming in to that addrass,
which is what this was tracking, But only the ones
that were marked as -- | don't know why It didn't
mark -- oh, that was in that other database. So
there was transactions in hare that wers deposits.

They were coming ffom my clients, They WEre Coming

Page 136
spread aut through a mixer into the different

accounts, and what this shows is a lat of these
transactions that happened. Yeah, like
Ineadausemame, he's baen hare for a long time and
tons of transactions that were marked in the systam
on a different database, and that informaltion -- that
should have been attached with this actually.

Q You produced —

A s this Excel or a csv file? Do yau
remember?

0 You produced it fo us, Mr. Shavers. It's an
s file. Sait's your lestimony that if | were a
Bitcoin Savings & Trust investor —

N Yes,

 —and | logged into BTCST.com and looked
al my lransaction history, what | would be looking at
iz something different than what you produced the
Commission in response o our subpoena to you?

A It really depends on whose account you are.

@ Why?

A Well, I'm not going le do transactions for
somebody that has a hundred coins, It doesn’t
look - it doesn't look legit, They're going to look
al their blockchain address and see a bunch of
transactions that they never did that are much larger

800.211.DEPO (3376)
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Page 137
than what their account has.

When you talk aboul Ineedausemame who
is moving coins constantly, it's very easy to hide
transactions that were happening. Teek and —

@ Are you saying that --

A You only have --

Q -- information in Exhibit Number 3 Is not

lhe account histaries for the dates shawn for the
investors shown?

A No. Yes. I'm saying they're nol.

Q Lel's go off the record.

(Off the record at 12:46 p.m.)
{Shart recess.)
(Back on the record at 12:47 p.m.)

Q Back on the record, Mr Shavers pr@_
infarmation was availabl ;
investors when they logged on tg BTCST com?

A Their balance and their transaction list.

Q Would they see their record of deposits?

A Yes, up foa cerizlin point.

Q What do you mean, "up to a certain point™?

A Ldidn't import the lraﬂgggﬂmm
happened prior to when it all started, when the,
website started.

Q You mean imported {o the website?
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Page 138
A Corredt,

Q The same place where you got what's now been
marked as Exhibit 37
A This is the raw export from the database,
not from the website,
@ Soit's simply coincidental that it happens
to correspond with the date that you started the
website, that that's the date that the data in
Exhibit 3 begins?
A For which user? Somebody that | started or
created that day that it was releasad?
Q1 inwite you to look through the entirsty
of Exhibit 3 if you'd like, but the data for the
investors consistantly begins in April of 2012 when
you started the Bitcoin Savings & Trust website,
BTCET.com,
A Right. But BTC Lending -- it doesn't
include the information from BTC Lending -
Q Which pre-dated April of 2012, comect?
A Correct,
Q So this data that is now Exhibil 3, this

[T < 5 i N

e T
= O o~ @G R W R - D

22
23
24
25
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cofrect?
A No. It was pulled from a database.
Q That supports the website?
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A Correct. The website is the system that
lnoks at the database and pulls what needs to be
shown for each user.
@ Allright. And so for Bitcoin
Savings & Trust activity post-dating April 2012, an
investor logging an ko BTCST.com could see their

7 deposits?

o e e D R =

8 A _Yes.
g Q They could see their interest accruals?
10 A Yes

11 Q They could see the payments made to them if

12 they took & paymenl instead of an interest accrual,
13 comrect?
et

14 A__No.__The payments showed up regardless.

15 There was no interest accrual. |t was just shown as

16 a payment. It didn't show if it was reinvested or

17 not.

18 Q Ifiwereak Bitcoin Savings & Trust Investor

19 whoin ﬁugust of 2012 logged on to BTCST. zurra | could
20 see my deposits, cormect?
21 A Comrect.
22 0 | could see payments?
23 A Comect

24 @ And interest accruals where there wasn't an

25 actual payment made back to me would also be

Page 140

1 represented as a payment on the website?

2 A Corsct

3 Q Just the balance would reflect that it was

4 an accrual, not an actual payment, right?

5 A Comrect

& Q Justlike it's represented in Exhibit 37

7 A Nao,

8 Q What do you mean "no"?

a A This is raw data.

10 Q I know. Butinterms of payments and

11 accruals.

12 A Right. You're saying that it's like this.

13 It's not like this at all,

14 @ Did any of your investors have access to

15 your raw database, your raw data, this raw data that
16 you say Exhibit 3 is?

17 A No.

18 Q Soif the Commission received this exact

19 dala from an investor, where would the investor have
20 gotten that from?

21 A The list thal | gave yoL.

22 Q What do you mean the list that you gave

23 me?

24 A This aciual accounting that | gave you. If

25 i's an exact copy, it's an exact coy of what | gave

800.211.DEPO (3376)
EsquireSolutions.com




Case 4:13-cv-00416-RC-ALM Document 32-1 Filed 03/03/14 Page 43 of 89 PagelD #: 673

TRENDON T SHAVERS
SEC vs. SHAVERS

0 = L LR =

10

12
13
14
15
16
17
18
15
20
21
22
23
24
25

O~ @O0 bW R

MMMMNM—I—-b—‘--ﬂ-—h—I_L_L_h@
O o o M o= O W= 3N =0

Page 141
you.

@ Exhibit Mumber 3 you say is raw data?

A Correct,

@ That supported the BTCST.com website?

A Correct.

Q It did not appear in this form for investors
who logged into their BTCST.com account, correct?

A Coarrect,

Q Butthe BTCST.com website would show the
Bitcoin Savings & Trust inveslors a history of their
payments?

A XYes,

Q) From Bilcain Savings & Trust?

A Yas,

Q  Whather those paymenis were an interest
accrual or an actual paymeant?

A Yes,

Q It would show their history of deposits?

A Yes.

Q And it would show their balances?

A Comect.

Q Far the period baginming in early April
=

ight.
Q --through August of 2012 when Bitcoin
Page 142
Savings & Trust shut down, correct?

A Correcl.

Q Andif | were to say to you that the
Commission received from an investor an account

history that appears identical to what you produced
and is now contained in Exhibit Number 3, you would
have no explanation for where that investor gol
that?

A Oh, depending on what investor itis, |
could have not used his account for anything.

Q| don't follow.

A If you say Geat gave you a list of
averything that went on, okay?

Q  Uh-huh.

A Depending upon his account, what he had in
his account, it would depand on if | got - | used
his account for coins coming in, okay? So his
picture of the websita, his exact numbers, could
match up perfectly with this. That means he has raw
data. | mean, there's no transactions that | have in
there.

But if you get somebody like Paybe

or -- Ineedausemamae did a bunch of them early on -
and then there's a bunch of accounts that arent
listed in here. Then you have them print out whatl
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. Page 143
they have on their page and see this page, you'll see

the discrepancy that I'm talking aboul.

Q Are you saying that at times there were
transactions that you engaged in that were associated
with a Bitcoin Savings & Trust account holder's
account that would not be shown in the account
history they could see when they logged on lo the
BTCST com website? Is that right?

A Correct.

@ But the results of those transactions
presumably would be - meaning if the transactions
you engaged in thal were nol viewable by the Bitcoin
Savings & Trust investors -- a Bitcoin
Savings & Trust investor when they logged on (o their
account, if thase transactions changed, say, their
balance, they would see that when they logged on,
right?

A No.

Q Soyouwere publishing to investors
inaccurate information conceming their account
balances?

A This tracked the -- this monitored addresses
on the blockchain,

Q Because each investor had a dedicated
deposit address, comect?

~ Page 144

A Right. Or they changed it every once in a
while,

@ But when an investor signed up, it gave them
a dedicated deposit address?

A Right.

0 And a dedicated withdrawal address, right?

A Sometimes. But -- so when a deposit was
taken, this detectad it. But if it was ona | was
lagking for, it logged it under that name but marked

it as nol visible, and it doesn't affect the balance.
It doesn't do anything. When they're looking at the
website, they'ra looking at a view, an HTML view,
that | have it build based on them logged in versus
when I'm logged in. And when I'm logged in, | get
all the raw data, and | can see all the lransactons
that happened, I something messed up.

There was a couple of times where | had
to do accounting fixes because the amount sent to me
was off by a litile bit -- Satashis.

@ Meaning a subpart of a bitcoin?

A Yeah, And | had o make litle accounting
fixes. But for the most part, that's how it worked.
Transactions for, you know, a thousand dollars, a
thousand and one dollars, a thousand and two dollars.
| mean bitcoins.
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1 Q0 So you had lhe BTCST.com website programmed | 1 the lower left-hand cormer of the pages of the
2 1o follow the addresses of the Bitcoin 2 exhibit?
3 Sawings & Trust account holders an the blockehain? 3 A Yes,
4 A Yes 4 Q2 And there are some investors for whom there
5 O And it would pull ihe data concerning those 5 was no additional aclivity.
6 addresses from the blockehain periodically? G A Correct, And there's some hat aren't In
T A Instantly, 7 this.
8 O Instanthy. 2] Q So what they wauld see when they logged on
] A Yeah 9 would be identical lo whal you've praduced to the
10 Q  And so you would have raw data showing all 10 Commission here?
11 the transactions in and out of the addresses from the 11 A Yes There would be some,
12 blockenain fior your Bitcoin Savings & Trust accound 12 Q Same columns, same numbers, samea content,
13 holders? (13 right?
14 A Yas, 14 A Yaah. I'm pretty sure the list thal | have
15 O Bul the Bilcoin Savings & Trust account 15 that | sent you has hidden columns in it that has the
18 holders, when they iogged on to BTCST.com, would only | 16 marking of which transactions are right because this
17 see those lransaclions relevant fo Bitcoin 17 is the raw outpul, and il should have -- it should
18 Savings & Trust? 18 have the -- it was listed right here. So | would
13 A Relevanl 1o hem, Just them. 19 check that -- when | gat back home, I'm going o
20 Q Tothem -- 20 check it
21 A Their accounts. 21 2 Sowe have the dala here, Mr. Shavers.
22  — and their Bitcoin Savings & Trust 22 There are no hidden columns.
23 accounts. 23 A | must have taken them out.
2 A Right. 24 G So you took out information relevant to
25 1 And so if your websile picked up activity 25 Bitcoin Savings & Trust before producing this
) B Fage 146 | S Fage 148
1 for an mveslor's address off of the blockchain that 1 spreadsheet to the Commussion?
2 had something to do with something other than Bitcoin | 2 A It would have to be that way because that's
3 Sawings & Trust, it was filtered out and wouldn't be 3 justone - one export -
4 rellected in what the investor saw when they logged | 4 Q And what column is missing?
5 inte the BTCST.com websile. | 5 A The source.
B A I my system knew of a transaction coming 6 0 Source of what?
7 in, knew the amaunt al a specific address, the odds 7 A Just it was source, and it would mark them
8 that that persen sends he exact same amount on thal | 8§ one or zero, meaning one is a core, and -- no. Zsero
8 exact same day is vary slim. 9 is a core. and one is @ user.
10 So when it's looking for a transaction, 10 0 Are you sure you didn't filter it so that it
11 it knows that it's not part of an investor adding 11 just showed us the account histories for the
12 their funds, thal s part of me receiving back 12 investors?
13 coins and marks it in the database as this is a core 13 A If I was gaing to filter this data, | would
14 fransaction instead of a user fransaction. 14 have fitered oul a lot mare. | just don't think --
18 Q  “User” meaning investor, 1he Bitcain 15  there was no reason for filtering it
16 Savings & Trust investor? 18 Q What do you mean by that?
17 A Corredct. 17 A | would have filtered out all the crazy
18 Q But when Bilcoin Savings & Trust invastors 18 times. You could have done so many things ta filter
19 logged onlo their accounts in BTCST.com, they could | 19 it, but | just must have missed pulling it out or
20 s&e their account histories? 20 deleted that column somehow thinking it wasn't
21 A Yes, 21 relevant. See, accounting fix.,.
22 Q  And you're saying that what i now marked as 22 Q 5o looking at Exhibit Number 3 today, can
23  Exhibit 3 is the account histories plus some data -- 23 you, if we went through it, show us what information
24 A Yes, 24 the investors could see and whal they couldn't sea?
25 Q - fior each of the investors identifiad on 25 A For some of them. | remember selling
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specific amounis for the incoming ransachons, But

not for all of it And, again -

Al right, Lets start on Page 1.

A This ism'Lall of it.

' Can you go through the pages - all of what?
It's mot all of what?

A This isn't all the accounts. This is just
the accounis that hadn't been closed when | gave It
tor o

@ Corract. And where is the data for all the

acoounts that had been closed when you produced this |

o us?

A Gone Deleted,

O Zobeginmng at Pags 1, 1 ask you o go
through Exhibit 3 until you hit upon aninstance of
information that's included in Exhibit 3 that an
imvestor logging into their account on BTCST com
could not see.

A The first one is Payh.te

O Ckay. Hang on. Just for the record —

B Number 4.

0 One, two, three -- Page 4, the first page of
Payb.tc. What on this page could Payb tc not see
when loagging in’?

A |really = | don'lwant Lo misspeak and say

Page 150
one that | don't know for sure.

@ Let's start from Page 1 of the exiibit. The
first page of the exhibil in the lower lefi-hand
corner says "Ovidiusoft,” correct?

A Correct.

G And if Ovidiusoft logged into his BTCST.com
account on or about August 13th, 2012 -

A Yes.

0 — would he see all the informaticn on this
page?

A Defimtely.

O And is this information a true and accurats
reflection of Ovidiusoft's transaclion history from
April 9th, 2012 through August 13, 20127

A Definitely,

Q The next page -- the next two pages in the
lower left-hand corner it says, "Patrick Harmett."
That's the Bitcoin Savings & Trust account holder,
correct?

A Yes,

Q1 And this shows a true and correct account
history for Patrick Harmett from April 9th, 2012
through August 15th, 2012, correct?

A Correct

@ And if Patrick Harnett logged into BTCST .com
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on August 15th, 2012, this is what he would have
seen’?

A This is ane of the guestionable ones.

Q What on these two pages raises a guestion
for you?

A The ihousands right before the paymeant want
out.

Q)  Be more specific.

A On B26/2012, those twa transactions that
happened at 5:07 and 5:09 for a thousand each right
befora a payment was issued, it looked like incoming
transactions from me.

Q) What do you mean incorming transactions for
you?

A The incoming transactions to the — those
are cors ransactions instead of user transactions.

Q What do you mean by "core transactions™?

A Transaclions that were sent from me through
a mixar to a spacific addrass and tracked.

2 And why would an unrelated fransaction be
attributed 1o a specific investor in this case these
two transactions an June 26, 2012 for a thousand
bilcoin each to Patrick Harnett?

A | don't understand the question.

@ Why would a transaction, which you're

Page 182
calling a "core transaction,” be atiributed to
Mr. Harnett, to Patrick Harnatt?

A To hide the entity of where the coins were
ceming from, which specific address they're going lo.
If 1 was getting all my coins back from my lenders
back to one address or multiple addresses, you could
track all those transactions to one address, and
that's mat how it worked.

Q S0 you used your investors' addressaes to
cloak your investing aclivity?

A lused my investors” addresses - they're my
addresses -- to move the cains within - between
wwallets .

Q What do you mean they're your addresses?

A | have the private key to them. They're my
addresses.

Q lsee. Butthey're dedicated deposit
addresses for each investor. but they're addresses
you control because they're deposit addresses.

A Correct.

Q1 So why Patrick Harnell's account?

A Just because he had large balances. II's
easier to hide.

0 And why is his account credited with those
2000 bitcoin?
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A Whal do you mean?

@ Well, he's gol 6500 bilcoin on June 2510,

2012, On June 26th, 2012 at 5:07, 1000 bitcoin comes
in as a deposil and now his balance is 7500 bitcoin,
On June 26th, 2012 at 5:09, 1000 bitcoin comes in as
a deposit, and his balance is not 8500,

A Right,

@ So you're crediting his account with these
deposits, and the account balance grows from there.

There’s naver any adjustment to say these weren't
Patrick Harnett's 2000 bitcoin. Thay were part of my
core transactions.

© A | don't know how to explain it any
differently to you, Philip. This is raw data. Thig
is an expor from a database from all the
transactions that happened within a deal.

Everything that the investor saw on the
wabhsite, the lender saw on their website, saw a view
thal could caleulate everything that is assigned to
tham.

1 So if Pairick Harneti logged in on or about
April 15th, 2012 to look at his account balance, it
would not have said 29140 bitcoin; is that correct?

A Yeah. | highly doubtit. 1 bet it will
ba =

Page 154

Q Itwould be 27140, correct?

A I really think there's olher transactions in
here. And this is his second account. So...

Q2 Why is it showing interest payments on the
amounts of bitcoin thal are not his?

A Because when | did a raw dump from the -
doing the command to have everything calculated -

otherwise it would just show a bunch of
transaclions -- there would be no balance —

Q You still contral the BTCST.com domain name,

right?

A Yes,

1 You can produce to us the account balances
that the investors saw.

A Mo. See, the website, the domain, you
can -

Q Why not?

A | ean move the domain anywhare | want. The
sarver that had all the documents is long gone. That
had the dalabase on il

1 The top of the first page for Patrick
Harnett's account says, "Vegas Bonus Credit Deposit
40." What was that?

A Thal was people that | mel up in Vegas --
no, na, na. This was during -- during the times |
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was in Vegas | didn'l have access to a computer o be
able o connect. Vegas's network was horrible. So |
tald anybody that made deposits that | couldn't
verify on the server that | would pay them additional
percentage for those coins that they added. 5o he —
| guess he added the 4000 from Zefir, which | should
have caught. He's kind of tricky. But added the
4100, and | gave him 40 coins for that deposit.

But now looking at this, he was being
sneaky and figured oul how to make the system think
that he added it, and it really didn't. He just
moved them from another account,

Q The comment “transfer from account Zefir,"
which is on the second line of the same page, what
does that indicate?

A It's a transfer — he - Zefir either sold
to him or wanted to transfer 4100 coing to him, and
he sent him the authorization. Paltrick approved it,
and the 4100 coins got maved.

Q And the comment's yours though. You
controlied this data, right?

A For most trensfers, unless | edited them,
tha website does it whenewver a transter happens. So
yau send a transfer lo somebody else, it's just a
commentis area that it writes just so | can look back

Fage 156
at it now and say what was that 4100 for? Because it
didn't showr up on the blockchain.

Q0 So there was no bitcoin movement. Only a
book entry movemeant?

A Corract.

Q So returning to two 1000 bitcoin deposits on
June 26, 2012 in the middle of the page, neither of
those came from Patrick Harnelt's deposit address?

A They just look suspicious. Again, | don't
want to say exacily that those are them, But those
two transactions, even amaounts, right before a -
within minutes of each other right before a payment
seams not right.

Q  But if theyre not Patrick Harneit's
deposits --

A They're my deposits.

Q@ They're not coming from Patrick Harnett's
deposit addrass.

A They would be, They would show up on his
address on the blockchain, a thousand and a thousand,
but they wouldn't be tracked -- when he looked at the
website, it wouldn't show the thousand/thousand on
his page. Thisis just what | see for everything
that happenad with that account,

Q But looking at it today, you can't tell
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what's yours and what's Patrick Hamett's?

A Na,

Q How could you iell then?

A Because i's set up in my system to be able
to do that.

Q  And what is it in your system that allowed
yau to do that?

A The administrative console that | had was
abie to -- when | had a transaction coming through

the mixer, | set the amount, And then when | ran it
thraugh the mixer, it would give me the exacl amounts
of each one of them, but it would take time for the
process to go through. So | would export the data,
imperl the dala to all those addresses, and when thal
transaction hit, somatimes it was off a little bit
because of a fee or something; but for the most part,
when this transaction hit, | knew exactly what it was
for.

When a transaction happens within five
minutes -- a bunch of them hit at once, you kind of
get an idea of what... It would have to be Ihe exacl
same amount.

Q So if you were using the Bitcoin
Savings & Trusl investor deposit address for a
transaction - whal you call a core transaction --

Page 158
other than that investor's deposil, wouldn't it be
prudent to make it in a more unigue amount than a
round number like a thousand so you can trace {7

A Oh, if | know the amount that's coming into
that address -- like | said, the odds that they're
going to send the exact same amouni would be pretiy
high.
Q Where did you keep track of what was
actually yours and what was actually your investor's?
A My accounis?
Q Where did you keep frack of the accurate
account information of your investors?
A With the wallets.
Q  With what wallets?
A | had an oparating wallet, my personal
wallet, multiple wallets for the transaction coming
in and oul of whal | was managing, They were
consiantly being deleled and renewed or keys maoving
fram point to paml

oLr Bltu:un Savm s & Trusl rali 7
A Yes
@ And how did your wallet keep track of what
belonged 1o investors and what belonged to you?
A  Because the website told me with the raw
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data.
@ I'msorry. You just told me that the
website didn' tell you, Which is it?
A | didn't tell you what?
Q W& ra looking at a download of the data that
iug:upadl;:d your website in Exhibit Number 3,
correct?
A Correct,
Q And you're looking at this data, and you
cannot tell me in Patrick Hamett's records what
belongs to Patrick Hamett and what does not.
A Mot from this information, na,
@ So how could you figure out what belongs to
Patrick Hameat and what does not?
A | had a websile thal could tell me that.
Q This is the data from the websile,
A Thatis raw data. That's no views, no HTML,
no nothing. Thal |s just raw data Tor each account,
When you called and asked for or subpoenaed me for
this informatian, | just -- | asked you what kind aof
format you wanted it in, and | just dumped a bunch of
the data from a database into a somewhat easy-to-read
format and sent it to you,

Q  Andwhy can't you oo to the website and send

e o correct account information?
R ——

E’agﬂ 160

server has been gnna for many. many maonths,

t server go missing?

A IU's aclowd server, So it's not really a
physical server. But around — | didn't renew it for
the end of the year, So it was around Chrislmas
time _ o

Q Of 20127

A Ygs.

G And who hosted the cloud sarver?

A Amazon,

Q Sowe could subpoena Amazon and gel the
correct records; is that right?

A No,

Q Why not?

A Because their entire website is encrypled to
keep peaple from hacking 1. So when it was up, when
the website was up, all you'd gel is a huge encrypted
hash of data with no Tront end, no keys lefl, no way
fo gat accass to it

@ You can't gel access to it?

A Noway. '

Q So you had Bitcoin Savings & Trust investor_
account In!og'matmn in your possessian aﬁg_ﬂu
re::eswed our subpﬂem?
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1 A res. 1 mulliple waliels sometimes. And it was to keep
z Q' That you then allowed (o be desiroyed? 2 people from knowing exactly which large -- | held
3 A lwasn't asked ta hold on to |_!_ 3 most of the large account -- large bitcoin address --
4 @ You did read the subpoena? 4 addresses on the internet, If you look up largest
5 A No. | didn't. You're the cne that fold me " 5 bitcoin addresses, that's how | was going to kind of
& onthe phone what | needed to send you. | didn't & look through some of the information if you want it,
T readit, T but | held most of them because they figured oul a
] Q Okay. Why wauld you need to use investor 8 way to look through the blockchain to find out who
9 deposil addresses for cloaking your corg 9 has the most bitcoins. Wall, far me, | needed a way
10 transactions, as you called them, when you can create 10 to hide that. So thal's why 1 used mixing with
11 unlimited bitcoin addresses? 11 multiple wallets and multiple addresses.
12 A One, the more addresses you create, the 12 0 You had a main operating wallet for Bitcoin
13 larger your wallet.dat file is. And that was my 13 Savings & Trust?
14 operating wallet. So | didn't want it cluttersd with 14 A The operating wallet, yeah.
15  a ton of addresses that were usad for nothing except | 15 0  And what was the operating wallet used for?
18 for one transaction, 16 A For sending trans -- or sending out
17 So when | -- it actually wasn't my 17 payments.
18 idea. Itwas my programmer's idea to do it, but if | 18 Q Ta?
19 could reuse the accounts and just have the system 19 A Receiving deposits.
20 smart enough to know which transactions are which. | 20 0 Sending oul payments to whom?
21 I'ddoit. And thal's why | did il 1t worked out i21 A Tomy lenders.
22 fanlastic actually. 122 0 And receiving payments from whom?
23 O Do you remember we spoke after the court 23 A My lenders.
24 hearing on August Sth in Sherman? 24 1 Any other purpose?
25 A Yes 25 A Mining. Some transactions that | did
Page 162 | ' Page 164
1 Q  And we discussed your wallets? 1 mysealf.
2 A Yes L2 2 Did you use il for any of Bilcoin
3 0 And the wallets you used for Bitcoin i 3 Sawings & Trust's lending activities, ils investment
4 Savings & Trust? 4 activilies?
5 A Yes, 5 A Maybe a few, but thase went through the
L3 Q And yvou said you had one main operating & mixer and hil a different wallet.
7 wallat that you used for gelling bitcoin from 7 O Was it your custom and practics to use this
& investors and sending it out to investors? 8 operating wallet for Bitcoln Savings & Trust's
2| A Yes. 9 inwestment achivities for its lending activities?
0 Q1 And you said you had a second wallet that 10 A Yes
11 you used for Bitcoin Savings & Trust lending 11 Q Yes? Or maybe afew? Ornotatall? Which
12 aclivities. 12 isit?
13 & Right, 13 A | don't know what you're asking. 1s it used
14 Q Today they'ra the same wallet. 14 for lending activities?
15 A What? 15 O You're shaking your head. Do you not know
16 Q  Can you explain? 16 what | mean when | refer to “lending activities"?
17 A They're not the same wallet al all. When 17 A Well your idea of lending activities i1s very
18 coins come through a mixer -- as | send coins out, 18 different than mine.
19 they go through a mixer into a wallet that [ can 19 Q What's yours?
20 control and easily send right to somebody from an 20 A My lending activity from the people | lend
21 address that | want them te come from. So | send 21 coins ram -- my lenders versus my clients that |
22 them to somebody, They'ra then senl me back lo me 22 lend coins io.
23 through a mixer into a wallet that 1 then sand the 23 Q1 Why don't we choosa tarms that will keep it
24 tfransactions through a mixer into my users’ accounts. 24 Claar [or youd. You have people wno you calk your
25 They're mixed mulliple times both ways and through 25 lenders --
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A Uh-huh. ]

Q --who are lending Bilcoin Savings & Trust
bitcoins with the expactation of a return on those
bitcoins, correct?

A Correct.

@ Okay. And then you have individuals - two
anonymous individuals - to whom Bitcoln
Savings & Trust lends bitcoin, cormect?

A Yes.

@ Okay. Soon the ane hand we have your
invastors, and an the other hand we have Bilcoin
Savings & Trust investment activities.

A Okay.

Q What did you uea Bilcoin Savings & Trust's
gperaling wallet for?

A Mining, day-to-day activities and maving
cains from my investors to my investars. Withdrawals
and deposits,

Q Okay.

A Paymenis.

Q You used the operating wallet for recelving
deposits aind paymg withdrawals to Bilcoin
Savings & Trust inveslors.

A Correct.

Q ‘mg also used the operating wallet for

Page 166
recelving Ihe bitgoins you wers rewarded for mining

activity,

A Correct.

Q  Anything else?

A No._

Q So you used a separate wallet for Bitcain
Savings & Trust's investment activities?

A Yes,

Q Okay. Mr, Shavers, I'm going to hand you a
document that's a prinlout of a spreadsheet you
produced to the Commissian in response lo the
subpoena in the underlying investigation called

. Bitegin Transactions.xls. |t's Bates stamped

SEC-Shavers-E0000001, and it's marked Page 1 of 174
through 174 of 174. We're going to mark it as
Exhibit Mumber 5.

2 What do you ramgniza it to be?

A This is, again, the raw
transaction for the addn 3

23 keys to during the time | was s Q@ggﬂad bzihg § EC..

0 And these are lransactions from your
rating log, comacty
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=

B35,

A 5, .
2 @ So these ara transactions from a wallet you
3 ,used for transactions with Bitcoin Savings & Trusl's
4 investors?

5 A Yes

6 Q This w waﬂel was nm used for - !:ack up a

T second. ] = ;

B Mhav&m}

g A s a mining — a distnbuted mining

10 company.

11 Q Soif's a bileoin mining company?

i2 A A bilcain mining gompany,

13 Q Andwas it a mining comparny you tounded waith

14 olhers?

15 A Xes.

16 Q And is it still a going concern?
17 A No.

18 1 Was it a going concern at any time while you
19 were operating Bitcoin Savings & Trusl?

20 A A concermn?

21 Q Was it an ongoing business?

22 A Yes.

23 Q And you were operalting together with others,
24 GPUMAX Technologies, LLG, while at the same time
25 doing Bitcoin Savings & Trusi?

Page 168
1 A Yes,
2 Q mrw of the iramsactms in what's been
3 m transaction
4
5 Q mfw of the transactions in what's been
& marked as Exhibit Number 5 personal lransactions —
7 A Yes
B G - through yourself? Are thera any other
0 kinds of transactions that are captured in Exhibit
10 Number 57
11 A Personal mining.
12 [#] So personal mmmg other pers:mal J:dlwln
13 1 Sacl =]
(14 ﬂwmmwﬂs,
15 comec)?

16 A Corract,

17 Q Anything else?

18 A Hot that Lwould koo,

19 Q1 Mow, when we spoke in the court room on
20 August Sth, 2012 following the preliminary injection
21 hearing at the direction of the Court when the judgs
22 told us ta sit down and talk to one anolher, you

23 mentioned that what's now besn marked as Exhibit
24 Mumber § did nol contain GPUMAX transactions, Is
25 there something that refreshed your recollection?
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Perhaps just looking at it?

A Yeah, The 47.5s, those were mined
transactions that | was running tests with of GPUMAX.
So that second page -- or Page 1 of 174, any time you
see that 47 5, those were test transactions using the
power of GPUMAX to mine,

€' So that refreshes your recollection?

A Yeah. And that key was actually moved
shortly after that to GPUMAX. Se it wouldn't show up
if | had this wallet.

@ What do you mean it wouldn't show up if you
had this wallet?

A A wallet is just a holder of keys.

Q Meaning address keys?
A Yeah. .
@ And each address key has an a address
lransaction history associated with it?
B Yes, in the blockchain.
0 And so if you moved the GPUMAX addrass out
of this wallet, the transaction history associaled
with that address would move with it as well?
& Caorrect.
Q And you're saying you did move that address
out of the operating wallet for Bitcoin
Savings & Trust after you produced this document to
Page 170
the Commission?

A Right.

@ s there anything else in Exhibit Number 5
ather than the mined transactions in quantities of
47 .5 bitcoin that belong to GPUMAX?

A Yes, thare are, but | wouldn't be able {o
look up which ones. When we ware starting off sarly,
gverybody had been hacked. So lwasn't going to let
somebody run a biteoin wallet on a server that we
hadn't tested.

So | took all the transactions that
were happening with it, ran their purchase on GRPUMAX,
and then it would pay out to them directly. So
whatever the purchase was, it pays them out with
whatever pool they use.

So | took in the transactions and would
transfer them to the wallet for GPUMAX. 1 just
didn't know which ones.

@ The time period of the transactions covered
in what is now Exhibit Number 5 appears to be
71232011 through 8262012, Do you see thal?

A Yes.

0 And so these are the transactions for that
aperating wallet for that time period, correct?

A MNo.
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Q Please explain.

A Because they could be completely different
keys. | mean, these transactions — these addresses
could have been moved from a different wallet. They
could have been —

Q When an address is moved from one wallst to

another --

A Yeah.

0 --the transaction history associated with
that address moves with it, correct?

A Right.

Q0  And so when you produced this to the
Commission, what you were producing were transaction
histories for ali the keys currently in this
operating log at the time of production, correct?

A Right.

Q Okay. Thers may have been addresses that
you maved out of this operating wallet bebween July
of 2011 and August of 2012, and with them their
transaction histories would have been lost from this
wallet?

A Correct,

Q But any address that was currently - that
was in the wallet at the time that you produced this
material to the Commission, the transaction history

Pa
associated with that address, that is represent
here?

A Correct.

Q Okay. Throughout the life of Bitcoin
Savings & Trust, how many wallets did you usé for
your Bitcoin Savings & Trust transactions?

A Over twanty-fiva,

0 Are you sure?

A If you're using the term “wallel” as a term
that I'm saying.

Q What do you mean by "wallet"?

A Awallet is a container,

@ Uh-huh. Produced by bitcoin client
softwars, cormect?

A Yeah, the wallet daf file. Okay.

Q And that contains addresses?
A Th ntai ivate keys for

tne public address for sach address.

@ Uh-huh. And with those private keys a
transaction history for each address, correct?

A When | cleared lhe wallet.dat file, that iz
a wallet gone. Those keys are removed from the
wallet. Those keys are gone, and | create new keys.
They're not part of that wallet anymore like the
sense you're talking about a wallet,

172
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Paga 173
S there's bean a ton of wallets, but

in ke sense of that you're thinking of them, |
really only had three wallets.

Q What do you mean in the sense that I'm

thinking of them?

A Actual locations, wallet.dat files,

containing keys.

Q0 So you had three wallets created by bitcoin

client software.

A Correcl,

@ Each of which contains keys —

A Correcl.

1 - for bitcoin addresses associated with
Bitcoin Savings & Trust transactions?

A Correct.

0 Whether those be transactions with your
investors or Bitcoin Savings & Trust's investmant
aclivities, correct?

A Carrect.

O And over the life of Bitcoin
Savings & Trust, you usad these three wallets?

A Cormrect,

Q You have ancther sense of what a wallet is.
What do you mean when you say the way | think of
wallets?

- S "~ Page 174
A Well, when you start a new wallet, you
generate a bunch of kays to begin with. The
addresses don't show up in there yet, but they're
there. They're just not really there yel. And they
found a way to be able lo link keys within a wallet
together using an algorithm. And so | would delets
the entire wallet.dal file, you know, take everything
aut of it -- all of the keys out of it -- and then
creala a brand new package of keys,

0 Bul the wallet would still exist.

A Right. So I'm saying I'm burning through —
ihe actual of whal & wallet.dat file consists of, I'm
burning through those. I'm jus! using the containing
fle, wallet.dat file,

Q Soin plain English, a wallet -- a bitcoin,
wallel - is s didre
Kevs,

A Correct,

Q The privale keys tor bit

A Corracl,

@ And you can also see in the bilcoin wallet
the public addresses associaled with each of the

private keys.

in address

)F \QUIRFE.

App. 50

:13

September (05, 2013
173176

i Savings & Trust, t

2 wallets and started with fresh addresses.

3 A Comecl.

4 Q But you used the same three wallets,

5 A Yes,

] Q Including the aperating wallst, the dala

7 from.which has been produced as Exhibit Mumber 57
8 A Corredt,

2] Q  And any time a key for & bilcoin address was,

10 maved from one wallet to angther, with iLgoes (e
11 kansaction history associaled with that key and the

12 address, correct?

13 A Comecl

14 Q And vou said at times youw would clear out
15 the addresses in a wallet.

18 A Yas

17 2 But that would just mean the transaction

18  hislory was going to another wallet,

19 A Orl was just deleting the key allogelther.
20 @ But n‘ you deleted a key, you would lose the
21 bitcain if there was shll an).r bitcoin associated

22 with the key and address, correct?

23 A Right.
24 Q So you would only delete a key and ap

25 address after you've emptied out that address, right?
Page 176

A Right, or you're give il 1o somebody.

O Right. '

A Yeah.

Q Youweren't just in the business of deleling
bitcoin.

A Right,
i Q Ckay. Mr. Shavers, returning to Exhibit
8 Mumber 3, the fourth page in, the first page of the
9 account data, the Payb.tc, do you see that?

1
2
3
4
5
G

10 A What -- what was that? I'm somy.
11 (1 Let's start rom the baginning. So Exhibit
12 Mumber 3 is the raw dala associated with each of the

Bitcoin Savings & Trust accounts al the lime you

14 produced what is now marked as Exhibit number 3
115 the Commission, cofrect?

16 A Right.

17 0 And that includes their account hislories as

18 well as what you've referred la as core transactions,

19 correct?

20 A Right.

21 0 Meaning transactions you underiook to

22 generate returns for Bitcoin Savings & Trust's

23 investors, correct?

24 A Yes,

25 £} The first page of Exhibit Mumber 3 has a
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name on the lower lefi-hand corner, "E'Jw-fidiusg?l.g

A Right,

) That's the name of the account holder,
correct?

A Yas,

3 And throughout Exhibit Mumber 3 the name
that appears in the lowser left-hand corner of the
page is the name of the account holder associaled
with the data on that page, correct?

A Yes.

@ In some instances the dala shown in Exhibit
Mumber 3 is a true and accurate account history for
the Bitcoin Savings & Trust account helder named in
the lower lefi-hand cormer, corract?

A Sometimes, yes.

2 And in other instances the data here not
anly includes the Bitcoin Savings & Trust investors
account history but also some transactions you
undertook to generate returmns for Gilcain
Savings & Trust, correct?

A Cormrrect.

Q And as we discussed earlier, the data shown
for Qvidiusoft is a true and accurate reflection of
Ovidiusofi's account hislory on or between April Sth,
2012 and August 13th, 2012, correct?

' ) ) Page 178

A Correct,

@ Wheraas the daia shown for the next
investor, Patrick Harnett, is only in part a true and
accurale reflection of his account histary from April
gth, 2012 through August 15th, 2012, correct?

A Thal's my -- that's what | beliave.

Q0 Okay. And you believe that basaed on the two
fransactions dated June 26, 2012, 5:07 and 5:09a.m |
carrect?

A Correcl.

G You're using a 24-hour clock on this
websile, right? 30 5:07 is 5:07 am.

A Caorrect,

@ And there's something aboul those
transactions that jumps out at you today that says
those might have been Bitcoin Savings & Trust's
investment activities, not Patrick Harnell's
investments, comrect?

A Right.

Q3 But you can'l say whal it is about them
except thal they're sort of round numbers coming
right before the payment?

A Round nurmbars within a minute of each
ather -- two minutes of each ower, and they happan
right befora a payment.
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Page 1793
O Mow, the two transfers repressntad on the
first page of Palrick Barnett's account histories are
transfers from cther Bilcoin Savings & Trust account
investors, correct? Lineg Mumber 2, Patrick Harmett's
history here --
A Oh, yes, yes.
Q - it says, "Transier from account Zefir.”
Zefir was a Bitcoin Savings & Trust investor; is that
right?

A Correct,

QO And this transfer was affected by Palrick
Harnett you say, not you?

A Correct.

Q2 And the July 31, 2012 transfer from account
Bwagner, do you see that?

A Yes.

Q And Bwagner was a Bitcoin Savings & Trust
investor, comrect?

A Correct.

@  And this transfer, did you affect this
transfer?

A No, That worked out between them two.

© Okay. Did you ever transfer ong Biteoin
Savings & Trust's account holders bitcoin into other
Bitcoin Savings & Trust account holders accounts?

o "~ Page 180

A 1 it bitcoins? | mean, are you talking
about actual bitcoins? Maving them?

Q |s this simply a book entry? The transfer
from Zefir to Patrick Harnett is a book entry?

A Right. Mo coins actually moved.

) And the transfer from Bwagner to Patrick
Harmetl is a book entry?

A Correct.

Q5o you did those.

A This is just an accounting,

Q1 Yes. Bul you controlled Ihe Dooks.

A L didr't type in all of this stuff.

Q ‘Who did?

A I they had worked out some kind of deal
between each other -- | wanted 1o send a certain
amount of coins, not do a withdraw, just send Lthe
coins to samebody, they want to send il o a
different account, and 1 just hit "approve” on all
{he transacticns, and it gets popped in there.

@  But you just 2aid no coins moved here,
These are boak entries.

A I it's moving between accounts, It's moving
between two addresses that | control, why should |
physically move the coins and wail six transactions,

0 Bulit didnt move between addresses.
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. , Page 181
A Itdoesn't, This is just an accounting of
what is going an.
O Soit's a book entry.
A Okay, Yeah. It's a book entry.
Q Isita book enfry, or is bitcoin actually
maving hera?
A I's a book entry.
@ And they're your books.
A Sure.

Q) Who else could create book entries in your
books?

A The programmer. Anybody else.

Q Sodo you have any reason to believe -

A But these are ming. | mean, | have no
reascn to believe that any of this is incorrect.

Q Okay. Returning to the August - lo the
July 31, 2012 transfer from account Bwagner to
Patrick Harmett, do you ses that?

A Yeah.

Q What's the purpose of increasing Patrick
Harneft's account balance if it's simply an internal
reconrd?

A This infermation is raw information. |
created the oulput to show you what each transaction
was for. That account balance would not be shown on

Page 182
raw dala. |told it to output that information so
you could calculate the numbers,

@ Well, actually the account balance change
here would be shown, right? If Bwagner has agreed to
a ftransfer of funds --

A Right.

@ -- even only as a baok eniry to Patrick
Hamett -

A Correct.

Q -- when Palrick Harmeti logged on, on or
about July 31, 2012 after the ransfer from Bwagner,
his account balance would reflect that book entry,

right?

A Yes.

Q  And their your books,

& But that's not one of my transactions.

That's all his.

O Right. But you caused the book eniry to be
made.

A Twould approve it, yes.

Q But going back te the June 26, 2012 deposils
of 1000 sach that you say stand out lo you as
possible core transactions for Bitcoin Savings &
Trust investment activities, do you see those?

A Right.
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1 'What's the purpose of incréasing Patrick
Harnett's account balance 1o reflect those core
tfransactions if they have nothing to do with his
accounis?

A Because this is raw information. The
balance information is not stored in my database.
You're seeing this information because of it.

The same thing happens with any
payments. When paymenis calculated, it's calculated
based on the balancas. If | just would have given
you straight information, you would have had a dats
and an amount., You wouldn't have had anything
kniowing if it was a depesii or withdrawal or
happened. | created this so you could get some idea
of what is happening. '

Q Wait. Yeu're saying you created the
"Comments” column and the "Type® column in response
ta our subpoena?

A Mo, The "Commants” column s part of it,
but the "Comments” column for payments, when the type
of tranzaction is payment, thal's created based on
what wias sald in the database for that user, the
amount, and the balance, which | had o export tha
balance.

Q  Leat's move to the next account. Payb.le

Page
following Patrick Harnett. It's the next five pages
af Exhibit 3

A Yes.

' Are these live pages a true and accurate
reflaction of Payb.ic's account histary from on or
about April 8th, 2012 through August 16th, 20127

A No,

Q And what tells you that?

A Because | remember specifically. | used
ihis account for a lot of things.

2 What do you mean you used this acoount for a
lot of things?

A Well, | mean, he had over 150,000 coins with
me. Soit was very easy to move transactions around
with his account.

0 You mean you used his coing, his bitcoins,
for purposes olher than generating returns through
lending activities?

A Mo, no, ne. I'm telling you his
transaclions -- the transaction list of his, a ton of
those are my transactions. | just don't know which
anes. You saw how he's making 7.7 percent becauss
I'm using his account.

Q That's a reward for using his account 1o
engage in what you call core transactions?

184
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Page 185
A Yeah. And holding a balance.

0 And did you use his account for any other
purpasa’?

A Na

1 Soifwe gol an account history from
Payb.te, that he pulled off of the BTCST com websile,
it would look different tharn this?

A Yes,

Q  And it would be the accurale accounting of
his account activity™?

& Correcl. Yes.

1 And this is not accurate?

A Caorrect.

0 Tuming to the next account,
Ineededausername in Exhibit Number 3 that is the six
pages that follew the Payb.tc data, is this a true
and accurate reflection of Ineededausername’s Bitcoin
Savings & Trust account histary from an or aboul

Mgpril 1, 2012 through August 23, 20427
A | couldn't tell you,
Qs there anything on these pages that

indicates to you that it is not?

A | couldn'i tell you. | mean, 100, 101,
three, four, 800 altogether, who knows.

Q The answer is you don't know? i

) B } Page 186 |

A No.

QA Next account, Jepham, the bwo pages
following Ineededausernama, is this a true and
accurale accounl histery for Jopham's account history

with Bilcoin Savings & Trust from on or about April
23rd, 2012 through August 16, 20127

A Yes.

@ Going to the next account, Keefe, is this a
trug and accurate reflection of Keefe's account
history with Bitcoin Savings & Trust on or about
April 9th, 2012 through on or about August 26,
20127%

A Yes.

Q1 Going to the next invaestor, PxJem7Cj, is
this a true and accurate refiection of PxJem7Cj's
account history with Bitcoin Savings & Trust fram on
or abaut April Sh, 2012 thraugh on or about August

13th, 201927

A Yas,

O Going to the next account, Reases, iz this a
frue and accurale refleclion of Resses' account
history with Bitcoin Savings & Trust from onor about
April th, 2012 through on or about August 26th,
20127

A Yeas

ESQUIRE
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Page 187
@ Going to the next account, Rix2000, is this

a true and accurate reflection of Rix2000's account
history with Bitcoin Savings & Trusl from on or about
July 23rd, 2012 through on ar about August 141h,
20127

A No.

Q What's not right?

A The 6/2 - 8/2/2012, the 1000, | remember
that fransaction, and then there was another one.

Q Sothere's an August 2, 2012 deposit for
1000 biteain you're saying was a core lransaction™

A Yeah.

O So whal would that ba? That would be a 1000
biteoin coming back from one of your borowers?

A It's coming back from the mixer,

C Tha mixer via one of your borrowers. IU's a
refurn on the bilcoin you're lending to the anonymous
borrowers?

A Ultimately, yes.

O Okay.

A s coming fram another wallat.

Q  Anything else in this -- on (his sheet that
you believe was not part of Rix2000% account
history?

A Mo, He had a different account that he
movad with, Fage E

Q Mo, | mean, for these dates.

A Yeah, yeah. No.

Q Mothing else? So that Augusl 2, 2012
deposit of 1000 bitcoin reflected on this page would
not appear for Rix2000 il he logged inta his Bitcain
Savings & Trust account on or about August 14th,
20127 Thatwouldn't be here? He wouldn't ses
that?

A Again, I'm pretty sure that fransaction - |
remember thal transaction because he was upset aboul
it. He tracks his withdrawal address like really
clasely, and | think | had ta tell him, 'm sorry, it
won't happen again.

Q  Sohe confronted you for using his
withdrawal address?

A Yeah.

Q2 Butit's a deposit,

A Huh?

Q It's 2 deposit.

A Not a3 withdrawal address. His depasit
addrass. Somy.

Q Okay. And he got angry for you giving him
toxn miuch hiteoin?

A Yeah, He kind of = | remamber that, |
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Page 189

actually think | might have an e-mail about that
Anyway, I'm prelly sure.

@ Moving to the next investor, Rpac_internet,
the next two pages after Rix2000 account dala, is
this a true and accurate reflection of the account
trarsaction history for —

A Yas

2 - Rpac_internet Bitcoin Savings & Trust
account from on ar about April 8th, 2012 through on
or about August 13th, 20127

A Yes.

Q Woving to the next account, Seanbeaupre, is
this a true and accurale reflection of Seanbeaupra's

account histary with Bitcoin Savings & Trust from on
or about April 1, 2012 through an or about August 13,
20127

A Yes.

Q MNext account, Shockdiode, is this a true and
accurate reflection of Shockdiode's account histery
with Bitcoin Savings & Trust from on ar about April
8th, 2012 through on or about August 13, 20127

A Yes.

Q Mext accounl, Somega, is this a frue and
accurate reflection of Somega's account history with
Bitcoin Savings & Trust from on or about Aprll 1,
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2012 through on or about August 14th, 2012':'

A Yes.

Q The next account, Teek, is reflacted over
nine pages. |5 this a true and accurate reflection
of Tealk's Bitcoin Savings & Trust account activily
from on or about April Sth, 2012 through on or about
August 13, 20127

A | don't think so.

0 Any transactions in particular?

A Yeah. | mean, all of the large

oo~ oW b L o=

10

transactions. He just mined with his account. So at 11

the 1.2981, little small amounts. ..

Q What do you mean he mined with his
account?

A He setup his pool, his mining pool, o =end
out mining points into his deposit accounts. Soit's
just - although one - those are just his mining
aver the period. So you see all these -

Q But for your purposes, they were deposits,
right?

A Oh, yeah, They were deposits. Bul I'm
talking about the part --

Q Sothey're part of his account history,
right'? It doesn't matter if it's coming in one
bitcoin at a time or a hundred at a time, does it?
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A I'm going 1o go over what | said 1o begin
with. The transaclions, the large ones, the 100, the
350, the 228, 480, BO, 1, 257, 1389

{1 Uh-huh. What about them?

A 1don't think those are part of his
transactions. | think | used those. He was wilh me
for & long time and rarely ever withdrew anything or
even checked in on me.

Q QOkay. The next account, Torikt, very small
account.

A Yeah. That's accurate.

Q Is this a true and accurate reflection of
the account history for Tonikt with Bitcoin Savings &
Trust from on or about August 3rd, 2012 through on or
about August 13, 20127

A Yes.

Q The next account, Kevenajohnson, is this a
lrue and accurate account history for Kevenajohnson's
Bitcoin Savings & Trust account from on or about
April 2nd, 2012 through on or about August 28th,
20127

A Yas.

0 Mext account, Mb300sd, is this a true and
accurale reflection of Mb300sd's account history with
Bitcoin Sawngs & Trust from on or about April 3rd,

Pa ge 152
2012 through on or about August 13, 20127

A Yes.

Q The next account, Nmat, is this a true and
accurale reflection of Nmat's account history with
Bitcoin Savings & Trust from on or about April 8th,
2012 through on or about August 13th, 20127

A Ewould say that one is subjact because |
made an accounting fix on the 4/17 for something that
my system didn't pick up, So...

@ The accounting fix appears o be a
millionths of a bitcoin?

A Yes. Arounding issue. The 106 and 3025,
any time you see those kind of ransactions coming
in, that's whal's giving me — making me think that's
whal's happening. He didn't do any other deposiis
excepl for those. Account closeout? That's too
small of an account. It dossn't really malter. Il
say, yes, it's accurate.

O Mext account, Notme, this is a true and
accurate reflection of Nolme's account history of
Bitcoin Savings & Trust from on or aboul Aprif G,
2012 through on or about August 13, 20127

A Yes,

0 NMNext account, OgMasty, is this a true and
accurate reflaction of OgNasty’s account histony with
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Bitcoin Savings & Trust from on or about April ¥,

2012 through on or about August 18, 20127

A Yes.

0 Next account, Oinsana1, is this a true and
acecurate reflection of Qinsane?’s account history of
Bitcoin Savings & Trust from on or about May 20th,
2012 through on ar about August 13, 20127

A Yes,

Q  Next account, Onedixt, is this a true and
accurate reflection of Onefixl's account history with
Biteoin Savings & Trust from on ar aboul July 3rd,
2012 through on or about August 28th, 20127 !

A Yes.

O Mext account, Arashd, is this a true and
accurale reflection of Arashd's account history with
Bitcoin Savings & Trust from on or about July 24,
2012 thraugh on or about August 13, 20127

A Yes,

0 Next account, Bitcoinbaltar, is this a true
and accurate reflection of Biteoinbaltar's account

history with Bitcoin Savings & Trust from on or about |
June 27, 2012 through on or about August 13, 20127 |

A Yes.

0 Next account, Bitlane, is this a true and
accurate rcﬁcctrun of Bitlane's account hIStOT}" with |
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Bitcoin Savings & Trust for on or about April 4 2512
through on or about August 13, 20127

A Yes.

Q Mext account, Blitzhoom, is thig a true and
accurate reflection of Blitzboom's accaunt history
with Bitcoin Savings & Trust from on or about April
ath, 2012 through on or about August 13, 20127

A Yes.

0 MNext accounl, Brendia, is this a true and
accurate reflection of Brendio's account history with
Bitcoin Savings & Trust from on or about April 9,
2012 through on or about August 13, 20127

A Mo,

0 What jumps oul?

A Tons - | used his account for everyihing.

A bunch of stufi.

Q  Anything other than core investment
activities?

A No. Actually | don't @ven think this is his
account, | think this is an account that | - yeah.
II's definitely not right,

QO Mext account - well, no, what's not night
abaut it?

A | mean, it's scattered with this stuff.

There's accounting fixes. There's ton of deposits
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Page 185
for just random amounts.

Q1 Sitting here today, you can look at Bilcoin
Savings & Trust's account holders' histories and know
which deposits were theirs and which were a result of
your core activities?

A I maan, that's all | did So yeah. Glilch
credil.

Q What's a glitch credit?

A Just — just when | messed up -- he was with
me like early, early on and never really checked in,
never heard from him. So | could use his account for
all kinds of things., There were some paople that
watched the blockehain and would see transactions and

ask me about them, and those people | had to move

away from or tell them, hey, thare's other things

going en with the wallets that | work on, but some of

them were like, well, | don't want that to happen,

herg's a brand new addrass. Give me a new address.
So whan thera's poople that - | mean,

I don't even know if that guy is still alive bacause

he just never contacted me. And so -- but there was

@oing -- you know, little coin payments and stuff, |

could use his accaunt for all kinds of things.

Q  So your investors who watched their accounts
closely, you couldn't really use their addresses far

' ' Page 198
activities other than deposits and withdrawals?

A Some of them you could, but other times they
would get all - they wanted to keep their system
clean or lhey had something scraping the blockehain
to monitar their stuff.,

Q  So you discouraged those investars?

A No. ltwas fine, | just told them -- |
mean, | had plenty of other addresses and other
accounts. 50...

Q1 So on Brendio's account histary, there's a
July 31, 2012 transfer from an account called Bitfoo,
How did that happen?

A That was -- Bitfeo wanted lo send the
transaction to Grendio, Brendio approved it, and it
gat put in.

Q| thought you never heard from Brendio, for
all you kniow, he's not alive.

A Hwouldn't - to get that deposit, |
wouldn't have heard from him.

Y You just said he approved it.

A 1T he withdrew them, | would hear from him.

I approved them. This is a deposit inlo his account.

Q  Right, And you said Bitloo wanted to send
it and Brendio approved it.

A What? This is a transfer from Bitfoo into
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Brendio's account. | approved the transactions.
Thay work out however they want to send - how many
they want ta send,

Q A&l right, It's a book entry, right? It's
your book entry.

A I's alabel so that they know what the
transaction was for

QA label you applied to the transaction?

A No. It's just - the server does i,

O You're saying this is not a manual book
entry?

A Mot a what?

O Manual book entry. Thal transfer from
account to Bitfoo, that's not a manual entry? That's
what you're saying?

A | didn't physically type in "Transfer from
account.” and their name, no.

@ But thera's no bitcain movement.

A If you have a Chase account and | have a
Ghase accounl, okay, and | want to send you funds, do
you think the bank physically moves cash from out of
their account inta another account? Thay dor't.

They just reallocate the funds where they need to go.
That's what happens. But on your statement it shows
a payment from Trendan.

a ' Pago 188 |

Q Mext account, Brightanarchist, is this a
true and accurate reflection of Brightanarchist's
account history with Bitcoin Savings & Trust from on
or about April 3rd, 2012 through on or about August
8, 20127

A Yes, Sure.

O Mext account, BTCddomains, is this 8 true
and accurate reflection of BTC4domains' account
history with Bitcoin Savings & Trust from on oF about
July 24, 2012 through August 13, 20127

A Yes.

1 Mext account, Bufferoverflow, is this a true
and accurate reflection of Bufferoverflow’s account
history with Bitcoin Savings & Trust from on or aboul
July 23rd, 2012 through on or about August 13,
20127

A Yes,

7 Mext acceunt, Bushing, is this a true and
accurale reflection Bushing's account history with
Bitcoin Savings & Trust from on or aboul April 9th,
2012 through an or abeul August 13, 20127

A Yes.

0 Mext account, Bwagner, is this a true and
accurate reflection of Bwagner's account history with
Bitcoin Savings & Trust from on or aboul April 2nd,

ijQL IRE
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Page 199
2012 through on or about August 13, 20127

A Yes

Q  Mext account, Coin_toss, is this a true and
accurate reflsction of Coin_toss' account histary
with Bitcoin Sawings & Trust from an or about April
gth, 2012 through on or aboul August 13, 20127

A Yes.

Q2 MNext account, Copumpkin, is this a true and
accurale reflection of Copumpkin's account history
with Bitcoin Savings & Trust from on or about April
2nd, 2012 through on or about August 13, 20127

A 1 know | used his account for different
things, but I think for the most part, it's accurate.

& Forthis time period this is accurate?

A YWeah.

O Mext account, Cary, is this a true and
accurate reflection of Cory's account history wilh
Bitcoin Savings & Trust from on or about April Sth,
2012 to on ar about August 13, 20127

A Yes.

Q MNext account, Eveafwar, is this a true and
accurate reflection of Evecfwar's account history
with Bitcoin Savings & Trust from on or about April
4, 2012 through on or about August 13, 20127

A Yes.

' Paga 200

0 Mextaccount, Exahash, is this a true and
accurately refllection of Exahash's account history
with Bitcoin Savings & Trust from an or about May 18,
2012 to on or aboul August 13, 20127

A Yes,

@ Next aceount, Foggyb, 1s this a true and
accurale reflection of Foggyh's account history with
Eitcoin Savings & Trust from on or about April 8,
2012 10 an or about August 22, 20127

A Yes,

@ MNext account, FredQ, is this a true and
accurate reflection of Fred0's account history with
Bitcoin Savings & Trust from on or about April 2nd,
2012 through on or about August 13, 20127

A Yes,

O Mext account, FredericBastial, is this a
frue and acourate refleclion of FredericBastiat's
account history with Bitcain Savings & Trust from on
or about April 5th, 2012 on August 13, 20127

A Yes

O Mext account, Gigavps, is this a true and
aceurate reflection of Gigavps' account history with
Bitcoin Savings & Trust from an or about April 3rd,
2012 through on or about August 22, 20127

A Ma.
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o Page 201
What stands out al you as being incorract?

I'll just know | used it a lof.
For what?
For moving trangactions.

' Meaning for Bitcoin Savings & Trust
investment transactions?

A Yes. And he had a separate account thal was
a hidden account.

QA hidden account?

A Yes

0 What do you mean by that?

A Just an account used for basically his own
lending account. They borrow cains real guickly to
make cash transactions and stuff.

Q From you? |

A Correct, f

Q What was his user name on that account?

A guess Gigavps, but it wasn't on Bitcoin
Savings & Trust.

Q Why doesn't it appear in this raw data?

A Because it wasn'l on hare. It wasn't on
this database or on this website. It was tracked ‘
through a -- what was that -- not Sales Force, |
can't remember the name of the website. It was
something we just worked out together. And it has a

’ ' o Page 202
lot of lus transactions. This aceount looks mostly
like my stuff.

Meaning --

2002 —

What do you mean by "my stuff*?

And then $500 deposit from Imsaguy?

What do you mean "my stuff*?

Cora stuff. This isn't all --

You mean Bileain Savings & Trust investment
aclivity?

A This isn't all of the transactions there.

1 MNext account, Goat.

A One of those people that care a lot,

Q s this a true and accurate reflection of
Goat's account history with Bitcoin Savings & Trust
from an ar about April 5th, 2012 to on or about
Auqgust 18, 20127

A Yes.

Q  Mext account, Hashking, is this a trug and
accurate reflection of Hashking's account history
with Bitcoin Savings & Trust from on or about April
Gth, 2012 through an or about August 15, 20127

A Probably, yes.

O s there something that causes you doubt?

A He was just with me for a while. But that's
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fine, Yes.

) Mext account, Imsaguy, is this a tlrue and
accurate reflection of Imsaguy's account history with
Bitcoin Savings & Trust from on or about June 11,
2012 through on or about August 15, 20127

A No, It couldnl.

O Why not?

A Beecause he didn't have that many points.

Q You're saying this looks like Imsaguy has
mare coins than he aclually has?

A Oh, yeah.

1 Soit reflects your core transactions as you
say?

A |t has core transactions init.

@ Directing your attention to the August 6ih,
2012 entry at 10:50 a.m., "Transfer fram account:
Jimbit," do you see that?

A Yes.

Q As lunderstand you, Jimbit would have lo
have authorized that transfer, correct?

A Correct.

Q0 So how did this transfer come aboul?

A Jimbit would have purchased the bitcoins
or -- no, I'm sorry. Imsaguy would have purchased
the bitcoins from Jimbit and transferred them aver.

o Page 204

Q And then a message would have been sclﬁan
you by Jimbit or Imsaguy saying weve dane this
transaction? How does thal work?

A Yeah. |justget a pop-up that has all the
transaction that need to be approved. Il | sea any
weird transactions or something happening -- so
nathing can touch the database until | aoprove i,
and i's a complelely different system than what the
weabsite database Is,

So when | gel those confirmations, they
worked it out betwean them on who's transferring what
to what, and | fust approve them.

0 So this could only have happened if Jimbit
sent you a message saying I've sent 3000 bitcoin to
Imsaguy or if Imsaguy sent you a message saying --

A No. It's created by the website. So Jimbit
would have contacted Imsaguy, and they worked out a
deal on how much they're going to pay for the coins,
Imsaguy would have paid him for the coins, and this
transaction would hawve shown up because Jimbit pul to
send 3000 coins to other user. In the notes it's
Imsaguy hils it, it's okay'd or submitted. And than
it shows up on my list, and | hit "accept”™

0 Solhere was a functionality on the
BTCST.com website that permitied one Bilcoin
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Savings & Trust investor lo transfer bitcoin to
another Bilcoin Savings & Trusl investor?

A Corract.

O And the only way that the transaction
reflected here, the transfer from the account of
Jimbit of 3000 bitcoin to the account of Imsaguy
could have oceurred is if Jimbit lagged on, entared
that transfer in the website's functicnality saying

send 3000 bitcoin to Imsaguy, and then you approved |

it?

A Carrect.

Q  And that approval -- when you approved it,
you would then create the book entry showing Lhe
transfer?

A Na. It creales that
“approve,” it's created.
Well, the system is set up.

Yeah, When you say | doit, | don't do it.
Bul you created the system, right?
No. Zach did.
Al your direction.
Yeas.
He worked for you.
Corract,
Gkay And ong of the functionalities in the

_  Page 206 |
system that you created was that when one Bilcoin
Savings & Trust account holder transferred bitcoin o
another, they would have a way of exprassing that
desire to you, transfer the 3000 bitcoin to
Imsaguy?

A Comrect,

0 And then you would gel a notification saying
that Jimbit wants to transfer the 3000 bitcoin to
Imsaguy., correcty

A Correct.

Q  And then you would hit 8 button that said
“approve.”

A Uh-huh.

Q Comrect?

A Correct.

O And then the program that Zach Nakaska
created at your direction would automatically
generale a book entry that says transfer from account
Jimbit, depasit 3000 in Imsaguy's account,

A Correct.

Q  And in ne instances did you, without the
approval of Bitcoin Savings & Trust account holders,
just transfer funds from one account to another?

A Imean, | could if | wanted to,

Q Bul did you?

As spon as | hit

PO PPOFPOrO
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Page 207
A VWho knows. | could have put manual entries

in before that feature was even available, | could
hawe put itin there. | mean.

Q But did you?

A Seriously, | would say, yes, | did af soma
point. But for the most part, no. It's just a
database of numbers. | can change it at will if |
needed to. This isn't Bank of Amenca.

Q  But I'm asking whal your custom and practice
Was.

A This was an accounting far me and far my
landers to sea their account, That's the whale
reason Bilcoin Savings & Trust was around, so they
could saa this stuff that was going on,

Q  Did you transfer Jimbit's 3000 bitcoin into
Imsaguy’s account on your own initiative or becayse
Jimbit asked you to?

A The ledger -- | mean, the actual -- no
bitcoins moved. But, yes, that ransaction would
have happened -- no, it would have happened past the
time when they could do it themselves, So all those
transactions -- those are all done betweaen the two.

1 just approved them.

Q  Soon August Bth, 2012 you received a

message that Jimbit wants to transfer 2000 bitcoin to
o  Page 206
Imsaguy, and you approved if, 1s that nght?

A Yes.

Q' You didn't do it on your own initiative for
the sake of consolidating accounts or for any other
reason?

A No. That's what they were doing.

O Okay.

A Imsaguy wanted to get a trust account. So
that's why he started doing this crazy stuff,

Q  And you put posts on the Bitcoin Farum,
right, encouraging largar account holders ta manage
smaller accounts, right?

A Yes,

@  And you incentivized them by promising them
higher returns, right?

A That they could receive higher retums, yes,

@ Right.

MR, MOUSTAKIS: We can go off the
recard for a second.

{Off the record at 2,28 p.m.}

(Short recess.)

{Back an the record at 2:41 poam.)

Q Mr. Shavers, I'm going to ask the Gourt
Reporter lo mark as Exhibil Number § a copy of the
September 21, 2012 Subpoena that we sent to you
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L . . Page 209
dunng the course of tha Commission's investigabion.

Do you recognize this document?
(Exhibit 6 marked.)

A Yes.

Q1 Did you do your best io comply fully with
this subpoena?

A Yeah, that | could understand. IU's really
after talking with vou that | knew what information
you were needing.

Q Mow, turning to Page 3, the first itern under
"Documents subpoenaad” says, "All documents and
communications concerning Bitcoin Savings & Trust”
Do you see that?

A Yes.

@ Did you provide to us all documents and
communicalions in your pessession, custody or control
concerning Bileoin Savings & Trust?

A At the time, yas.

Q Are thers any documents or communications
concerning Bitcoin Savings & Trust currently in your
possession, custody or control that you have not yet
produced 1o the Commission?

A Not that I'm awara of.

Q Have you made a diligent search for all

- documeants and communications conceming Bitcoin

Page
Savings & Trust for the purposes of responding fo

this subpoena?
A To the bast of my ability.
Q So o your knowisdge, there are no documents
oF communications concerning Bitcoin Savings & Trust
slill in your possession that you've not yet
produced?
A Mot that - not that I'm aware of,
Q  I'm going 10 ask the reporter 1o mark as
Exhibil Number 7 an Oclober 16, 2012 letter from me
ta you and a5 Exhibit Number 8 an Oclober 18, 2012
e-mail from you ta ma. Mr, Shavers, do you recognize
what's been marked as Exhibil Number 77
(Exhibils 7 and B marked.)

A Yes.

Q1 Do you recoghize |t as a letter that you
received from the Securities and Exchange Commission,
namely me, on ar aboutl Oclober 16, 20127

A Yas.

A And do you recagnize what's been marked as
Exhibit Number 87

A Yes,

Q What do yau recognize it to ba?

A My response to providing — prowviding the
Information aboul the parlners of GPUMAX, which was

210
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Page 211
part of your initial subpoena and saying | don't have
any other furlher (nformation,
Q' Okay. So you racognize it as an e-mail you
sent to me on or about Oclober 18, 20127
A Yes.
Q In response lo my October 16, 2012 letler?
A Yes.
Q And you see in the third full paragraph of
my October 16, 2012 letter to you | say that the
Accounts-Tranzactions spregdshest you produced
includes infarmation for fewar than fifty Bitcoin
Savings and Trusl accounts. When we spoke on Oclober
3rd, 2012, you said lhere wera 446 Bilouin Savings
and Trust accounts. Moreover, the account
information provided, it appears, dates back anly to
April 2012, The time peried covered by the subpoana
is May 1. 2011 to the dale of the subpoena. Provide
information concerning remaining accounis and for the
entire relevant period " Do you see that?
A Yes.
Q@ And in your Qotober 18, 2012 response o
this letier by e-mail you say, "Regarding the other
information, | have no further information.”
A Caorrecl,
Q@ And when you wrote regarding the other
Page 212
information, you meant the account transaction
information | was looking for, ameong other things?
A Correct.
Q@ And sois it fair to say that you made a

- diligenl search following the Oclaber 16, 2012

letler, mow marked as Exhibil 7, to make sure you had
na further account transaction information for the

Bitcoin Savings & Trust accounts before responding 1o
us on Oclober 18ih and saying | have nathing further?

A Yes

Q1 And to your knowledge, as of today, you have
nothing further?

A Comracl,

Q How many Bitcoln Savings & Trust accounts
were there in total throughout the life of Bitcoin
Savings & Trusl?

A | have no way of knowing.

Q Was it thirty?

A Core accounts, you know, between twenty and
fifty.

Q What's a core account?

A The accounts | physically had, not the
Pirate pass-thru accounts,

@ Right. I'm asking for the accounts that
weara with you,
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A ldon't know. Mo way of knowing.

G You produced account transaction data for 48
accounts?

A Garrect,

Q0 Were there al least 46 accounts?

A Yes.

Q Were there more than 46 accounts during the
life of Bitcoin Savings & Trust?

A Yes. '
Were there more than a hundred?
| don't know,
Is it possible?
No.
What?
Ma.
It's not possible thare wera mare than a
hundred?

A Na.

1 So you know thera weren't mora than a
hundred?

A Carrect,

Q Allright. So let's just answer the
questions. Were there more than 757

A | dorn't know, | really - I'm not going
16 --

DPFDOFrOro

- ' Fage 214
@ But it was somathing north of 40 and south

of a hundred?

A Yes

0 Okay. I'll ask the reporier lo mark as
Exhibit Number @ a one-page document with the contral
number SEC-Shawers-E0000005. Do you recognize this
document?

{Exhibit @ marked.)

A Yas,

Q What do you recognize it to be?

A The accounts — | guess the index of the
account transactions of Exhibit 4. 5o tha raw
information from Bitcoin Savings & Trust.

2 As Exhibit 4, right?

A Exhibil 4 and does not include the closed
ACCOUNS.

Q Hothis s a document you provided to the
Commission in responsa o our September 21, 2012
subpoena? '

A Comect,

Q ﬂ\.nd by this document you ware telling us
that all the infarmation wiow had for Ba;f,am
Savings & Trust accounts lhat were opan 35 tha tﬂ'me
of our subpc-sna was included in the

7 -Tran Als file, correct?
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A Correct.

Q And all data for accounis that had been
closed al the time of your response to the subpaena
had been deleted?

A Correct.

Q1 And that's whal you were saying in this
document?

A Correct.

Q I'd like ta mark as Exhibit Number 10 a
six-page documeant, a header along the lop says
"Plrateatd(.freenada"?

(Exhibit 10 marked.)

A Un-huh,

Q And along the bottom it says Page 1, Page 2,
Fage 3, et catera, until you get to Page 6.

A Yes

@ What is Pirateatd0 freenode?

A | don't know.

Q Well, do you recognize what this docurment
is?

A i logks like an IRGC chat,

 Sothis is arecord of a chat [t appears to
you between Internet151 and Piraleal40?

A Yes.
Q Okay Drawing your atlention to the bollom

Page 218

third of the first page, it says, "Session Start:
Sun Mar 04 12:38:51 2012." Do you see thai?

A Yes.

Q Shortly below that there's a message from
Internat151, "Hey, Gigavps told me to contact you
regarding opening an account at your First Firale
Savings and Trust." Do you see thai?

A Yes,

Q Then a coupie of messages ater, Pirateatdl

' FEB_'FES. "Heay all | need is an e-mail and withdraw

address.” Do you see that? _

A Yes,

Q Was that your cusiom and praciice (o ask
individuals seeking new accounts for an e-mail and
mmdrﬂw address?

A Yeah

Q A few massages later, Intermnet151 writes

“rpac_intemeti@hotrail com is my e-mail " Do you see
that?

A Uh-huh.

G And you respond "k," meaning okay, cormect?

A Correct.

Q  And then Internet151 posts the next message.

What is that? it's a bitcoin address, right?
A Yes.
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1 (} And in the next message Pirateatd( reE!rB 1 A Comrect, Thay can't look up transaction
2 "Your permanent deposit address is” and there's 2 information unless it has the private key.
3 another bitcoin address. Do you see that? 3 0 And you had — you had three wallets that
4 A Yes, ' 4 you used throughaout the life of Bitcoin
5 @ And this is a8 conversation you had with 5 Savings & Trust?
6 Internet15, correct? B A Correct.
T A This parl of it, yes. T Q Okay. What information, if any, did you
8 Q ﬁ_g_ap it was your custom and practice 1o 8 require of Bitcoin Savings & Trust investors other
9 gel an e-mail and withdraw address from each new 9 than heir e-mail and a deposit address before they
10 inwestor, m{ rect? 10 gould invest?
11 A Correct 11 A Just user name,
12 Q And to give each new investor a deposit 12 Q Meaning their online internet name? |
13 address, correct? 13 A Yeah,
14 A Correct. 14 O That'sit?
15 Q Okay. And then you gave Internet1s1 log in - 15 A h. That's it
16 information for the BTClending.com website. Do you 16 Q Did you require any additional information
17 see that? 17 from Phrate pass-thru operators?
18 A Yes, 18 A Moo
18 Q Was that you? 18 Q Why did you use a separate deposit address
20 A Yes. 20 foreach investor?
21 Q Okay. And what infermation could an 21 A So that the system could track transactions,
22 investor see — a Bitcoin Sawvings & Trust investor 22 Q And the same reason for using a separate
23 see when they logged on to the BTClending.com 23 withdrawal address for each investor?
24 address? 24 A Yeah. You have lo.
25 A | don't remember. Just basic information. 25 Q Right.
_ ) . Page 218 Page 220
1 Q Could you they see their account histery? 1 A You would send them all to the same persor.
2 A Kind of. 2 Q Right. Otherawse you have eawho
3 Q Thelr historles of deposits and payments and 3 you're getling bitcoin from or wha It's gaing 10,
4 withdrawals? 4 right?
5 A Mo, There's no paymenls, ILwas just ] A | don't care who il's going 1o, bul they
6 deposits -- deposits and withdrawals. 1t was a very 6 _will,_If | sent all of my lenders coins (o just one
7 badly designed sile. So, like, payments showed up as 7 person, they would be upsst.
8 withdrawais, and it was a mess, 8 Q Right, But the purpose for having gpe
9 @ Now, each bitcoin address has a public key 9 deposit addregg_lmmmmmm
10 and a private key as we've discussed, right? 10 where the bitcoin was coming from, right?
11 A Correct, i1 A Comact
12 @ And apublic key is a series of numbers and 12 @ You had ne other information akout them
13 leibers thal someone else uses o send bifcon I.ql'ma 13 oiner than an enline user name and an e-mail, right?
14 address, correct? 14 A Correct. And some of them wanted user names
15 A Correct, 15 totrace batches of numbers.
16 Q _&m The private key is a series of numbers 16 Q  And the reason for having one withdrawal
17 and letiers, essential sed 17 address is the same, to keep track of he payments
18 owner of the address, the holder of the addrass, to 18 _made lo each investar, correct?
19 access the bitcoin, cormect? 19 A Correct.
20 A Correctl, 20 Q  Did you require any additional information
21 Q How did you keap track of the privaie keys 21 oiner than a user name, an e-mail and a deposit
22 ftor the bitcoin addresses you used for Bitcain 22 address from Pirate pass-lhru operalors?
23 Savings & Trust? 23 A No.
24 A " F . 24 G Anything concerming their identity?
25 QT srivate kays? 25 A Ne, '

2 ESQUIRE
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{1 Back to Big One. You didn't know his name,
right?

A No.

2 And you didn't know Number Twao's namae,
right?

A No.

Q@ Were there other individuals lo whom you
lent Bitcoin Savings & Trust funds, other than

Bitcoinica, for the purpose of generating returns?

A Yes.

0 Who't

A Just different groups, different people,
differant users names. Lots of differant - those
are just the big people.

0 The big two?

A Yeah. They were making maost of the money

0 Did you have identifying information other
than an anline user name for any of them?

A Mo, [ don't..

Q 'm osorry?

A Mo. You're fine,

Q' You don't...

A No.

1 Soyou did not have any idenlifying
infarmation for any of Bitcoin Savings & Trust

) Page 222

horrowers other than their online user names; 1s that

gt ?

A Unless they were just like Copumpkin needed
to borrow some or one of the peaple that | knew.

0  And were those isclaled incidents?

A Yeah.

Q So outside of a few isolated incidences
where you were lending bitcoin o scmebody like
Copumpkin that you knew, the vast majority of Bilcoin
Sawnga. & Trust’s lending activilies was to_
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mdmﬂuals whom you could identify only by user namg | 11

onhng?

A Correcl,

Q And in the case of Big One and Number Two,
your two iggest borrowers, you didn't even have an_
oniing user name.

A | had a GPG key, yeah.

@ Right

A Yeah.

{1 Butthat's for purposes of communicaling
with them.

A No. That's identifying them but not
identifying, Mobody elsé can have your key. IU's
impossible. So if you send something back to me
using the key thal | assigned, then | know it's you.
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@ Unless | gave it to my triend.

A You couldn.

Q Why not?

A Because it requires a gigantic password o
be able o access on your computer,

Q S0 Big One and Mumber Two you could identify
only by GPG keys?

A Correct.

Q And your other borrowers only by internat
user names?

M Yaes

Q0 How did you know what bitcoin addresses to
usa for Bitcain Savings & Trust's barrowers?

A Just by using the oparating wallet ar
storage wallet. Whenever | just wanted lo create a
new address — | mean, there was constantly addresses
baing created.

Q  No, no, ne. Bitcoin Savings & Trust was in
the husiness of generating returns by lending bitcoin
primarily aver ninaty percent of its activity,
correct?

A Right.

Q1 And it did so by lending the biteoin Lo
borrowers, including Big One and Number Two, rignt?

A Correct

Page 224

0 How did you know what addresses — biteain
address or addresses to use for Big One to send to.
Mot fram. To.

A When it was sant in the message of a
transaction, they needed 100000 bitcains, 200000
bitcoins, when we negelialed the lerms, an address
was sant to me, and it was sent out to one of those
storage wallets.

2 Would you recognize those addresses today?

A | found one of them the other day.
Okay. Whose?
It was frorm one of the big guys.
Was it Big One or Number Twao™
Gig One,
And did Big One use different addresses with
you over time?

A Yeah. Different every time.

Q  And which one did you find?

A One of the early onas. [twas 80000
bilcoing that some of the techy people stumbled on.

Q0 Whal do you maan "lechy people™?

A In the forum there's always lechy people
that try 1o figure out algorithms o find things, and
they found one of them, and | recoghized it because |
had ta do il in two transactions because | screwed it

o]
A
Q
A
Q
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up. And it got picked up on that website, the
largest hitcoin lransactions. It was befare we used
the mixer. And that address was used again the first
time we used the mizer. So | was able to kind of
figure out one of the addrasses,

Q Any olhers?

A No. Once you're using mixers, it's ower.

Q Do you know where any of your Bitcoin
Savings & Trust investors lived?

A The ones that | told you,
where most of them live.

Q1 You mean earlier today?

A Do what?

Q The ones you told me aboul earlier today you
mean?

A Yeah.

0 Yau hava no location information for any
olhera?

A I mean, | could start guessing.

Q You don't even know what states theyre in?

A No. Orcounltriss. | know there's a lot of
peaple that didn't live hera,

| don't krnow

'Ihan a hl.-lﬂdﬁ?d- :nueslors'?

Q E;g[.;] a perlod of approximately February 2011

thn;-ggh August 20127
A Yes,

@ Throughout the life of Bitcoin
Savings & Trust, in any weaek when you didn't eam
encugh bitcoin from Bitcoin Savings & Trust
investment activities, you used a reserve fund to pay
withdrawals and inlerest on cutstanding Siteoin
Savings & Trust investments, correct?

A A reserve fund? | don't understand what you
mean.

Q Did you generale enough returns from Biteoin
Savings & Trust investment activity o pay the
returns you promised (o Bitcoin Savings & Trusl
investors?

A Weekly?

Q Yes.

A Yes.

Q  And that was true throughout the life of
Bitcoin Savings & Trust until August of 20127

A Yes,
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Q Why did Bitcoin Savings & Trust come to an
and in August of 20127
A | lent 202000 biteoins to Mr. Blg Man and
never got them back.
Q Itwas Mr. Big?
A XYes,
@ The Big One | think we called him.
A The Big One, yes. o

Q  And you know it was the Big One?

A Yep.

0 When did that happen?

A The weak before - | senl Ihe coins a week
before | wenlt 1o Vegas.

2 So the second week of July?

& Yeah, second week of July. And then when |
was in Vegas, | realized that the coins hadn't come
back yet and was beginning to freak out a liltle bit,

If you were Lo ask (he people that were there, thay
probably knew | was alittle off, And then when |

got back | knaw for sure something was up because |
oouldn't contact == | couldn't - nathing really

could be dane. | started trying to track where the
coins went. And like | said, once they go through a
mixer, it's very difficult to find them. So that was
abaut it.

- ' Page 228

I staried working fo try o repay the
amaount, and people caught wind of what was happening
and started withdrawing mass amounts of coing, and |
couldn't keep up with the demand, And then | went
into lock-down mode. | didn't want to lend coins o
anybody to make back the money. So |just wanted,
you know, to do transactions mysalf, and It was
slowly working until the SEC lroze my accounis.

2 Why didn't you pay back investors with your
own funds?

A Ldid. | used my coins,

1 But you didr't have enowgh funds to covar
tha polential logses

A What?

Q 'Have all your investors been made whala?

A No.

Q So you didn't have enough bitcons lo make
them whale?

A Comegt

Q0 Hadn't you promised your Bitcoin Savings &
Trust investors that if Bitcoin Savings & Trust sver
suffered a |0ss, you would cover the loss.youcsell?

A Yeah, which Im doing ngw.

O But you coulda't,

A Comscl
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Page 228
2 And those are promises you made on lhe
Bilgoin Eorum.
A Correct,
Q “But you you couldn't cover the loss that you

were exposed o in August of 2012,
A | could cover the loss, It just st wouldn't be

immediate,

Q So some day you can make them whole?
A Oh, yeah

Q But you didr't have the funds at the time lo
make them whale?

A Cornect

Q0  And where are the records of the 200000
hilcain going to the Big One?

A  They ran through a mixer, That's going to
be -- they're in the blockchain somewhera. But
knowing where they are, it's going to be —

2 But you should be able (o show us
transactions in your wallel totaling 200,000 bitcoin
going into a mixer presumably, even if they're coming
oul the ather end somewhere else. Where is that
data?

A That transaction happenad fram whal | call
storage wallet one, and once those coins are moved
off af it, those keys are no longer in existence. » So

Page 230
the only way of finding out where that transaction
happened is looking through the blockchain, which if
you've not locked through the blockchain, itis a
huge task to try Lo find the transaction. Even in
the short period of time that | think it was going to
happen, there was hundreds of thousands of
trangaclions.

Q Soyou still have storage wallel one that
you used lo send the 200000 bitcoin ta Big One in the
sacond week of July 2012, but you don't have the
addrass keys in that wallet anymore -

A Correct.

0 --to show the 200000 going aut?

A To show in my records of them going out.

Q  And did all 200,000 come from the same
bitcoin address?

A Mo, It doesn'l really work that way.

Q Well, it does, Bitcoin travels from address
to address, correct? Whether or nol through a mixer,
it starts from one address, and it ends up al
another, nghi?

A Mao.

Q Tell me how | got it wrang. YWhere can you
hold bitcain other than in an address?

A You could look it up on the website to find
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Fage 231
out how bileoing are spent, but sending bitcoins from
samebady comes from the callection of addresses that
yau have in an account and are sent to an address.

O Only If you cause that io happan.

A No. It's built into the system
automatically.

Q So sormething in the bitcoin waorld caused
200000 bitcoin to be sucked out of one of your
wallels from multiple addresses with no action on
your part at all; is that nght?

A Na. | chose to send coins to a specific

address.

Q ‘You chose to send 200000 bitcoin to a
specific address. 202000. Is that right?

A 202000, yeah.

Q  Out of what you call storage wallet number
one, correct?

A Caorrect.

Q  And those 202000 bitcoin, were thay
associated with one or multi bilcoin addresses before
wou sent them out?

A When they come from a mixer, they're from
thousands of addresses.

Q Mo, They have to go inte the mixer first,

A No. When they come — before they hit my

Page 232
storage wallet one, they go through a mixer.

0 They started at storage wallet ane

A Mo,

Q Where did they begin?

A How could they come in through my oparating
wallet, go out through a mixer and end up in a
storage wallet so | can send them all to a person.

@ Let me cut to the chase. You have zero
record of lending 202000 bitcoin to the Big One in

ine second week of July, 2012, is that right?

A I'm geing to find i,

0 But as you sit here today, you have ng
record; is that right?

A Mo

2 You have absolutely no proaf you ever made
this loan? '

A No._

Q1 Okay. And it was the Big One?

A Yes. Definitely.

€ Do you remember wa spoke on August 5th when
we were allin court together in Sherman?

A Uh-huh,

O You told us you began working with a third
large borrower in August of 2011,

A Corract.
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Q 2012, 'm sorry.
A Dkay.
Q Other than the Big One and Number Two,
A Corect.
Q  And you tald us — me, Ms. Downes, the other

SEC employees that were there, that it was this third

borrower that walked with your 202000 bitcoin.

A Correcl.

@ But today you said it's the Big One.

A It was the Big One.

Q Butthe Big One you started warking with not
the August of 2012 but in December of 2011,

Comrect.

Which one was it?

The Big Cne.

Soitwas nola

Mo.

That is nol true whal you lold us on August
Sth when we were in courl that a third bomrower had
walked with the 202000 bitcoin?

A When | talked with you then, | Iooked up -
actuaily before | had left to go to the courtroom, |
looked up trying to find the transactions, a lisl of
transactions, and | immediataly thought it was him
bacause he was the one that was doing a lol of the

T Page 234

third borrower?

OrroFOr

recent transactions.

2 Him being the third borrower?

A Well, the third big ane.

Q Rightl,

A Butwhen | was going through all -- kind of

the transactions of figuring out how averything
unfolded, | -- the -- | first thought | had made a

mistake and sent it to the wrong address, and thal's
why | thought it was Mumber Three. But it was Mumber
One who | actually sent the coins to, and that's why

| trusted him so much because | had been with him far
so long.

Q  Sowhen we were in courl on August Sth, 2013
diseussing Bitcoln Savings & Trust, you're saying you
fiokd us it was a third borrower who had walked with
the 202000 bilcein, not the Big One and not MNumber
Two, because you forgot -« you forgol who walked with
your 202000 bitcoin?

A Mo, Mo | said | forgot - | don't even
think | said | fargot, | thought that | had made a
mistake in the address, and that’s why | thought it
was Mumber Threa. But it wasn™t It was Number One,
the big guy, the Big One, and I've been locking to
try to, you know, find it,

Q1 Sa a year afler Bitcoin Savings & Trust

jF‘%Qb IRE
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collapsed because you sent 202000 biteoin to snmebmjy

who walked with it -

A Correct.
0 — and we ware in cour, when you sat there
at that moment, you didn't know which of your

burruwers. had walked with the 202000 bitcoin. Yl
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had to oo ook at some records to fvgure that out?

A f_ut the time | thought | knew, | really did.
And it was based on the address that | sent it to.
Sowhen | look at the address and find out itz not
linked with him, it's linked with the first one, then
it's a whale -- completely different thing.

Q What was tha cusiom and practice with
Bitcoin Savings & Trust's borrowers? |t borrowed

fram you on a wesekly basis; is that right?

A Yes. Seven days.

Q  And each week they repaid the full amount
they borrcnwed in principal plus interest or just

interest?
A Thay paid back -- by Sunday they had ta 1o pay

_back the enti thé entire amount, and then they had the regt
of — wntil -- t - theyy had Monday morning before thay
had la pay  back the intarest,

Q And when did they get the funds that they :

faorrowed from you?

> Page 236
A On the Friday before the weekend. So

Friday. They had basically eight days to returm,
funds.

Q You would lend bitcain to one of your

Boirowers on a Friday,

A Correct,
0 When did that bitcoin coma back?
A They returned the coins -- I'm jus!

averaging because some of them didn't.

"Q Custom and practice, | know from weekto
week things may vary a little bit,_Bul what was the
custom and practica?

A From the - they had an entire — | didn't
do much on the waekends. Sothey had an entire week
to get them de.k {0 me, and then ‘theg hag fo return
hem — return the ooins within a week, but they
didn't have to pay the additional funds until =
interest, until Monday moming.

Q Sothey actually had nine days to return the
funds, 1 Jndersland oL

A Right

Q \"nu lerl -~

A Just nine days on the principal.

@ Soyou lent biteoin to the Bitcoin Savings &
Trust -
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1 A No. Interest. 1 _haonaring a request from Bilcoin Savings & Tmai
2 0 You lent bitcain 1o Bitcoin 2 investors? Could they maka them al any lime?
3 Savings & Trust's larger borrowers each Friday as a 3 A Yes.
4 general matter, corragt? 4 0 And you would honor them at any time?
5 i Pnnecﬁ_ 5 A Y_ﬁ_
8 Q And nine days later, on a Sunday, they wele 6 Q And how did you maintain enough biteoin on
7 rasponsible for repaying the prAncipal, T hand todo hat?
8 A Correct. [ A | kepia resenve,
g 2 And ten days |ater, each Monday, they ware g Q So there was a reserve fund?
10 respensible for returning the interest? 10 A JJustcoins sitiing in a wallst
11 A Correct. And | made my payments on Manday | 11 Gt In your main operaling wallet?
12 atnoon. 12 A Comegt.
13 Q To your nvestors? 13 Q  And the transaction history for that wallel
14 A To my lenders. 14 1o the extant the keys ware slill present when you
15 @ And sofrom each Friday through Sunday you 15 produced the transaction history to the Commission is
16 had bwo loans out with your borrowers because they 18 now printed out as Exhibit 57
17 had not yat returped their principal from the | 17 A If those keys are still in L.
18 previous loan, and you were making a new loan, |18 Q That was the premise of the question.
19 A Correct, |19 A If the keys wera in il then they would show
20 Q Okay. If your borrowers repaia you the full i2ﬂ up in'here.
21 principal every weak, how coms we don't see any large | 21 2 Zain Exhibit 5, once again, i your
22 transactions in your account's transaction data 22 transaction histary with Bitcoin Savings & Trust
23 coming into any of your addressas — 23 investors so long as the keys and addresses still
24 A Bacause yi 24 existed in the wallet at the time you produced that
25 Q - every Sunday 25 material to the Commission?
o " Page 238 - Pags 240
1 A Because you have transaction dala for 1 A Caorract,
2 whatever wenl on at that given point and time. And 2 Q  And none of the data for Bitcoin
3 when a transaction would come in, it would hit the 3 Savings & Trust's lending activities are in thera?
4 mixer, coma Into my storage wallet at the time. Then 4 The money you sent to your Bitcoin Savings & Trust
5 the storage wallet would send in one transaclion all 5 borrowers for the purpose of generaling returns,
6 of the coins through the mixer and into the accounts 6 that's not reflected in thera?
T divwying up however the amounts are. | take that i A There may be a few, but after that point --
8 amount, put it into Biteoin Savings & Trusl's & | mean, very, very early an. But for the most part,
9 website. Itwould track all the ones that happened 9 nobecause the keys would have bean removed,
10 in a five-minute increment or five-minute ime period 10 Q  So you had this reserve for meeting investor
11 and track it all. 11 withdrawal requests?
12 G Sowe -- in what's been marked as Exhibit 12 A Comect.
13 Mumber 5, we are gelting a record of the transactions 13 Q@ And thal reserve was assentlally the bﬂmn
14 only as they're coming oul of the mixer and into your | 14 that was associated wi dresse:
15 investor's accounts or oul o your investor's 15 operating wallet?
16 accounts 16 A Correci.
17 A Yes, 17 @ And all the: bileoin associated with the.
i8 Q wg; ;bqanﬂamm as Em;gg 5 18 addresses in the main operating wallel belonged {o
s s 19 yourself or Bitcoin Sawings&uﬁt investars,
20 Sab.rlngs 8. Trust and if's @mﬂﬁ'g 20 corract? ' '
21 A No._ 21 A They all belonged ta me.
22 Q _Andyou have no proof atal of your lenging 22 Q How could that be?
23 aclivities? 23 A _Whoaver has the key owns the key,
24 A this time. 24 O Bul they were dedicated deposit addresses
25 Q Qkay. What was your custom and practice for 25 for the investors. -
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| can't say, hey, that's my $50.
Q  Soin your view, when a Bitcoin

thal was now your biteoin?

W0 00 = O U & 0 K =

me tha coins.

10 Q And you could use it as you liked?
11 A Yes.

12 Q Including using it to pay withdrawal
13 requests to other Bitcoin Savings & Trust
14 investors?

15 A Sure. That's what --

16 Q And that's what you did?

17 A Mo,

18 Q But you paid withdrawal requests ta

M It doesn't matter. Thevy're my keys, i
give you $50 in cash, once you have it, it's yours.

Savings & Trust investor gave you 50 bitcoin for the
purposes of investing in Bitcoin Savings & Trust,

A That's why they're lenders. They're lending

Bitcoin

19 Savings & Trust |nveslomﬂh§_mmw

20 main operaling wallet, correct?
21 A Yes.

22 Q An d the only bitcoin in that operating
23 wallet was the bitcoin that you got from Bitcoip

24 Savings & Trust investors, correct?
25 A Or my transactions or, you know, litl

le coin

age 242

movements between wallels but that didn't go ‘throggb

was the bitcoin you got from the Bitooin
Savings & Trust investors, correct?
A MNo.

W0t = O L R =

=
o

right?
A Right

-
-

the mixer.
Q Okay. By and large, the bitcoin thal was in

the main operating wallet for Bitcoin Savings & Trust

O There was also hitcoin -- you said a small
marginal amount - from your GPUMAX activity,

12 0 And there was a small amount fram your awn

13 mining activity,
14 A Right.
15 Q That is what | understood from your

16 testimony was the universe of bitcoin in the main

17 operating wallet. What else was in there?

18 A Any coins that are received from my clienls
19 that went through the mixer into the addresses of my

20 people.
21 Q What do you mean from your clients?

22 A From my clients that | was lending coins to.
23 Once it hits — goes through the mixer and hits my
24 storage wallet two and it goes through the mixer into

the -
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Q  The main aperaling waillet.

A Right

Q Into the accounts of the Bitcoin
Savings & Trust invesiors.

A Exactly.

Q Right. And s0 -

A Soil's not just their coins. Those can be
my coing as well.

O You mean it's not just the coins they
deposited with you. It's also the returns that were
generaled using their coins.

A The core transactions like | talked about.

Q But you said there were only very few core
transactions reflected in Exhibit Number S early on,
A Exhibit Number -- we're talking about two

different things. This and the Exhibit 3,

No. I'm talking about Exhibit Number 5.
| know,

Forget Exhibit Mumber 3 for a second.
This is just a wallet —

Yep.

-- holding keys that all balong to me.
That's what this is.

O And those keys belong to the deposit
addresses for Bitcoin Savings & Trust investors,

PO0F0F0

Page 244
correct? 9

A They could or thay could not.

@ Areall -

A I'm not going to say they're addresses.
[hose are all my addresses. Every one of them is my
address

@ But they were dedicated to the Bitcoin
Savings & Trust investors,

A They could have been

@ |f bitcoin came into one of those addresses
from a Bitcoin Savings & Trust investor, you knew
which one by lhe address, right?

A Yes. | knew who sent it

Q' And so the deposit addresses were in this

main operating wallet t for your Bitcoin

Savings & Trust, investors. right?

A Yes,

Q What else was In the main operaiing wallels?
Soime GPUMAX activity, a limited amaunt you said,
right?

A Right.

Q And a very limited amounl of mining
aclivity, right?

A Correct,

e
Q Anything else?

800.211.DEPO (3376)
EsquireSolutions.com




Case 4:13-cv-00416-RC-ALM Document 32-1 Filed 03/03/14 Page 69 of 89 PagelD #: 699

TRENDON T SHAVERS
SEC vs. SHAVERS

1
2
3
i
b
53

T

8

a

10
11

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

25

Page 245
A Transactions coming from my chients. That‘

i

G Meaning from the borrowers.

A Tha people that | was lending cons to.

Q) You can't show any of the activity invalving
Bitcoin Savings & Trust's borrowers, what you're naow
calling your clients, in Exhibit 5 you say. You said
you have no recard of that activity.

A All of these aceounls are ming. So they
could be any of them

MR, MOUSTAKIS: Let's go off the
record. Mo, let's not.

@ What is the docunent that you've produce fo
the Caommission in response to our subpoena that's now

marked as Exhibit 57

A A list of ransactions of all of my
addresses that | currently had at the time of the
subpoena.

@ From what we've been calling the main
operating wallet for Bitcoin Savings & Trust,

A Gomest,

G And when you say your addresses, you Imean
addresses for which you had the keys?
A Correct. '
Q And some of those addrasses were addresses

Page 246

1 thaaxr.m provided to Bitcoin Savm & Trust

2
3
4
5
&
7
8
9
10
11
12
13
14
15
16
17
18
14
20
21
22
23

24
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investors for the purpose of making depaosits,
carrect?
A Yes

Q And some of those addresses were addresses
associated W'Flh-'_.f-D_Li-r GPUMAX activity, correct?

A Correct, N

O But that's a very limited amount in whal's
represented in Exhibit 5, correct?

A Correct.

0O And some of those addresses were addresses
assoclaled with your bitcoin mining activity,
correct?

A Biteoin miming doesn't have addressas.

Q Ckay. So the only thing represanted in
Exhibit Mumber 5 so far is some limited amount of
your GPLIMAX aclivity and the activity for addresses
pravided to Bitcoin Savings & Trust investors far the
purposes of making deposits, corect?

A For making deposits and for receiving funds
from my clients, yes,

Q tooin Savings & Trust inveslor had at
least one address for making deposits for making
deposits with Bilcoin Savings & Trust, carrecl?

A Yes. Alleaslone.
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1 Q And another address for receiving mongy hacpc
2 _from Bitcoin Savings & Truag
3 A Al leasl one,
4 O Yes. And thai‘s how you kepd track of where
5 wour bitcoin was going,
6 A Comect
7 Q  And where it came (rom.
8 A Correct,
9 Q When your clients, as you call them, the
10 individuals borrowing your Bitcoin Savings & Trust
11 investors' funds returned bitcoin lo you, hey

—u
5]

retumed it to you, correct?
13 A They returned it to my addresses.
14 0 Mot to your investors' addrasses?
15 A Yes. Te myinvestors’ addresses.
16 Ct They had your investors' addresses?
17 A Mz, | had them,
18 Q  And how weould your borrowers know how to
19 allocate the funds among your investors' addressas?
20 A | did that.
2 Q Andin the progess you took your raturm as
22 well?
23 A What was left over,
24 Q So throughout the life of the Bitcoin
25 Savings & Trusl, bitcoin came in from investors, you
Page 248

then used it to generate retums. The returns would
come to you. You would allocate it among the
investors, 'Was anybody else - is that correct?

A Say that again,

Q Throughout the life of Bitcoin
Savings & Trust. bitcoin came n from Bitcoin
Savings & Trustinvesiors, corect?

A Okay.

0 You pooled that bitcon together with
10 own for the purpose of engaging in investme ﬂ
11 activities, which you've described loday as over
12 pinety percent lending activilies, correct?
13 A Comecl

e lie-JETIN= T4 R - ST I K

1% A Corecl

17 2 And then you would allocate those relurns
18 among yourself and among the various Bitcoin ,
19 ZSavings & Trustinveslors,

20 A Correct

21 Q Andyouweare responsible for that entire
22 process..

23 A Yea.

24 Q Mob else?

25 A No_
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Q And you used the main operaling wallet that
we've been discussing today for the purpose of
recaiving funds from Bitcoin Savings & Trust
investars and for returning funds to them, correct?

A And. -

Q Did you use the main operaling wallet -

A Yes.,

Q -- aprintout of data from which is now_

9 marked as Exhibit 5 for the purpose of receiving

10
ik
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1
2
3

-

funds from.investors?

A Yes.

© Did you use it for the purpose of sending
funds back to investors?

A Yes.

Q "
understand that?

A Yasg

Q You also used it o a limited degree |
believe for GPUMAX aclivity: is that correct?

A Yes.

Q myou alzo use it for any other purpose?

A For receiving bitcoin from my clients from
storage wallet to -- through the mixer into -

1 Did you ever receive bitcoin from what
you're calling your clients now -- Bilcoin

n s "1 mean bitcain. You

Page 250
Savings & Trust borrowears - directly mto the

operating wallet the data from which is now marked as
Eshibit 57
Mo,
It came through a mixer?
Multiple mixers.
After first stopping in the storage wallet,
Yeas,
Afler first going through another micer.

A Corract.

2 So therae's no way that that activity would
be represented in the data that is now marked as
Exhibil 5.

A Except that it's -- it would be inaccurate.

0 Except to the axtent that at some paint
bitcoin coming back from your borrowers allocated you
to lend bitooin to your investors, That's what would
be shown in Exhibit 5, right?

oF OFOF

A It's the funds received o pay my barrowers,
correct.
1 To pay your investors. Mol your borrowers,

A Yeah. My lenders, yes,

Q1 So once again, the data that's been marked
as Exhibit Mumber 5 would incdlude all dala associated
with the deposit addresses for Bitcoin
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Savings & Trust investors that were still in the
wallel at the time you produced the data to the
Commission, correct?
A Tea.
2 And it would contain all data associated
with the withdrawal addresses for Bilooin
Savings & Trust investors that was in -- that were in
the wallet at the time you produced the data to the
Commission, correct?

A Correct.

& I would not contain any data directly
showing transactions of any of Bitcoin
Savings & Trust borrowers, correct?

A | can't give you that. It does contain il

2 How?

A Just because it's not direct from it dossn't
mean it's not from il.

2 Arethere any Bitcoin Savings & Trusl
borrowers' bitcoin addresses thal appear in
Exhibit 57

A Yes. Probably some early ones.

( Early? What do you mean by "early™?

A When it kind of first started,

Q Well, this data begins July 23rd, 2011,

A Yeah. When | met -- I'd have 1o look

o Page 252

thiraugh all of this, but whan | met the first guys
that do - at The Vapor Bar.

Q At the what¥

A The Vapaor Bar.

Q What is The Vapor Bar?

A Smoking vapor, eleclronic cigarelles.
That's banned in New York, Yeah. When | met them,
when | initially started buying and selling cains, |
used this one address bacause. .

1 Did that activity stop?

A Well, it never really sioppad. | was always
doing local transactions. But before | had a syslem
down, there's probably keys in here that | just
forgot about that are still in there.

Q  When did you gel the system down?

A Around the time the first big guy came,

& So big guy arrived on the scene, if |
understand you correctly, on December of 2011. is
that right?

A Yeah. That's correct.

Q1 Sothe dala attainad in Exhibit Number &
post-dating December 2011 should not contain any
bitcain addresses for Bitcain Savings & Trust
borrowers, correct, what your calling your clients
today; is thal rght?
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A Na. There probably is a couple of them.

Q Few one-off ransactions?

A Just before | got — | mean, before | got
really going.

Q When did you really gt going?

A Tdon't know. | don't know. Seriously, |
dan't know.

@ Did you really get gaing by April of 2012

when you launched the BTCST.com website?

A No. By thattime | already had my system
dawn.

QS0 by April of 2012 you had your system
down, right?

A Correct.

1 And so for all ransactions represented in
Exhibit Mumber 5 that post date the launch of the
BTCST.com website in April of 2012, there should not
be any addresses associated with any of Bitcoin
Savings & Trust borrawers, right?

A This pre-dates April, 2012,

Q Okay. Let's try the question again. Dala
in Exhibit Number 5 goas from July 23rd, 2011 through
August 26, 2012, correct?

A Yes

G And you are saying thal some of this data

Page 254
represented in Exhibit & may represent transactions
that you had directly with Biicoin Savings & Trust
borrowers?

B Clients, correcl.

@ But that would be in the earlier days of
Bitcoin Savings & Trust?

A Coiract.

Q And by no means as late as April 20127 By
then you had your system down.

A By then | had the system down.

Q And s0 any transactions represented in
Exhibit Number & from April 1, 2012 forward it's safa

. te say do not include ransactions with Bitcoin

Savings & Trust borrowers or clients as you now call

- them?

A Mol direct; but indirect, yes,

Q Yes. We've discussed that. It's after it's
been through a couple of mixers and wallets, nght?

A Yaah.

Q  And you're crediting the accounts of
investors, right? Crediting the addresses of the
invaslors associated with the investors.

A Mo, Butif that's the way you want to say
it, sure,

@ No. | want to know what the truth is.
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A Look thesse transactions in Exhibit 3
cantain raw transactions of what my system saw going
on with the blockchain, okay? What | knew was right
and what | knew was not right is what | showed the
users. | made it perfectly clear numerous times --
and I'm sure it's in this Exhibit 4 -- that my
lenders wanted to be prolecled so lhat their coins
didn't lock like they were being sent betwean Silk
Road and any cther place that's out there on the
internet. So | told them that they run through
multiple mixers before the coins ever come back (o
you, They've checked them, and it's legit. They run
through mixers. The coins come from all kinds of
places.

So you're trying to get me to say this
information is correct, and it's not. | mean, | gave
you this information on a whim thinking that you were
Just doing some basic information, If | would have
known you needed exact accounting that you could
undarstand -- and | asked you if - during the
subpoena | said, do you need it in a format you can
understand. You said, just give it to us. We'll let
our IT guys figure it out.

When | sent it to you, | sent it to you
in just the raweast format | could get it in that you

Page 256
could at least understand it, and now you're saying
that what I'm giving you is completely accurale, and
I'm telling you right now it's not.

Q 'What was in your reserve?

A It depends - it really dependad on how many
coins were moving between my -- the lenders maving
coins, if they were depositing them and taking them
back out, depositing them and taking them back out,
I'd have to store them more because multipls peaple
were withdrawing 1o kind of be a buffer,

Q Soin a penod of heavy withdrawal requests,
you would store more bitcoin as a buffer to honor.
those requests?

A _Yes,

Q And the bitcoin you wera storing came from
whera?

A From the operating wallet. | just never
moved them ouf.

Q Right. And - the operaling wallel
gontained bitcoin from whera?

A From lenders, from my diients, from me, from
my mining, from GPUMAX,

Q Mining. And that was all commingled in the
operating wallst?

A Definitaly.
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1 Q  And did you have any way of dislinguishing 1 A Moo lwas no langer using Bitcoinica.
2 whal in thare belonged o Bitcoin Savings & Trusl, o 2 Q Okay. $o from April of 2012 with the faunch
3 you, to GPUMAX or lo your mining activities? 3 of the BTCST.com website through August of 2012, yoy
E A Yas, 4 were holding a reserve fund in your main operaling
5 Q  How? 5 Eauél; is that right?
6 & | had a website called Bitcoin & A Yes.
7 Savings & Trust thal tracked everything, T Q And And the reserve fund 15 what you used g
& O You mean BTCST.com? E honor wmﬁ rawai | requests, comect?
-] A Yes, |ocould laok at a console and tall g A Yes.
10 them exaclly how many coins | owed everybody, how | 10 Q  And the reserve fund included your own
11 many coins I'm expecling lo make this week, 11 hitcoin; is that right?
12 Q Do you remember wa had that conversation on | 12 A Carrecl.
13 October 3rd, 20127 13 Q Bitgoin from the GPUMAX Technologies
14 A Yes, 14 activitiss, correct?
15 @ In that conversation you informed me that 15 A Correct.
16 you maintain a reserve fund in the main operating 16 Q  And Biteoin Savings & Trust invesior bitcoin
17 wallet at any time, 17 that oy held in return?
18 & Correcl. 18 A Correct.
149 Q  And vou honored withdrawal requests out of 19 Q Naw, whean you and | spoke on October 3rd,
20  that reserve fund; is that correct? 20 2012, you said you still had 100000 biteain in your
21 A Correct, 21 possession, correct?
22 Q It's correct you told me that; and that was, 22 A Correct,
23 infact, the truth? 23 Q Was that true?
24 A Yos. 24 A At the time?
25 Q And the reserve is what you had in the main 25 Q Yes.
= 2 e : e s bage 260
1 operating wallet at the time. That's what was called 1 A Yes.
2 your reserve, right? 2 2 And what have you done with thal bilcoin?
3 A Right, 3 A Sent them back.
4 Q Okay. | 4 Q Sem them back to wiom?
5 A Because the bitcoin - to send bitcoins to 5 A Tothe list that | gave you plus others that
86 somebody, it takes six confirmations or an haur 6 aren't accounted for on that lisk.
7 before you can send those cains again. So | had to T 0 You maan a list of investors we discussed
8 keap them in reserve when somebody was requesting | 8 garlier?
9 sormething because | didm't want them o wail an hour | 8 A Correcl.
10 before | could send them mare bitcoins. 10 Q Do you have any record of having done 507
i1 QO Mow, for a while you held thal reserve at 11 A | could find it.
12 Bitcoinica, right? 12 Q What do you mean you could find it? Where
13 A Yes. 13 jgilz
14 Q And that was uniil - from about February of | 14 A | could find it.
15 2011 until about when? 15 Q You're under subpoena.
16 A I'd have to look up when it happened, when 116 A Tknow. |can find it somewhere.
17 the securily stuff started happening. It king of |17 Q Where is it? Ry =
18 slarled freaking me out. |18 A You could go through the bleckchain line by
14 Q0 You mean security problems al Bitcoinica? |19 line and figure out where it's at, where all the
20 A Yes. 1 20 transactions happened.
21 2 Did you maintain your reserve at Bilcoinica 21 Q Hew could you find those transactions in the
22 as late as January of 20127 22 blockchain?
23 A | don't know. 23 A 1 could look for them line by line through
24 Q How about April of 2012, once you had the 24 the blockshain.

Bilcoin Savings & Trust wehsite up and running? 25 Q What are you lacking for in the lines?
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A Atransaction to a specific withdrawal 1
address, 2
Q0 You recognize your Bitcoin Savings & Trust 3
investors' addresses, withdrawal addresses? You i+
could recognize them by sight? 5
A | could look them up from the list you gave ]
me or the list | originally gave you. o7
Q  What list? 8
A Exhibit 5. ]
Q0 Bul Exhibit 5 doesn't have the word 10
“investor” next to any particular address. |11
A Right. 12
Q How do you look at Exhibit 5 and know which | 13
addresses belong to investors and which don't? 14

A Because when | had the coins, | can compare | 15
any transaction that happened after that date with 16
every senl address on here and find it 17

Q Well, anybody could find bitcoin 18
transactions in the bleckehain associated with any of | 19
the addresses listed in Exhibit 5, correct? Al they 20
need is the address, and they can look it up on the | 21

blackchain, right? 22
A Correct. 123
Q But my guestion is haw da you know which |24
ones belong b inveslors? 25
o ' Page 262 |
A Because they're in here, 1
@ So these are only bitcoin investor deposit | 2
and withdrawal addresses? |3
A They're mostly withdrawal addresses. | 4
O When you say mostly -- well, wait a minute. | 5
Where it says, "received wilh" -- &
A Right. i
@ -- thoze are deposit addresses? 8
A Right. 9
2 From investors, correct? 10
A Yes. 11
Q  And whera it says, "sent 0" those are 12
withdrawal addresses? ‘13
A Correct, 14

Q MNow, you said there's some other activity in - 15
here besides deposits and withdrawals from Bitcoin | 16
Savings & Trust investors, but is that a very limited ' 17

amount’? 18
A What would you say is "limited"? 19
Q s it fair to say that at least ninety 20
percent of the aclivily represented in Exhibit 5 21
represants bitcoin ransactions to and from Biteoin 22
Savings & Trust investors? 23
A No, 24
0 Eighty-five percent? 25
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A Forty percent. The rest of it is

transactions from storage wallet twa through the
rixer.
O To Biteoin Savings & Trust investors?

A Tomy addrasses.
@ And whal do you mean when you say, "my

addresses”?

A I'm not going to do it, Philp. 'm not
going Lo tell you that these are - these are all my
addresses, Every one of themn, | owned every one of
them, and they're mine. So If somebody sent me coing
fo one of my addrasses, they're my addresses

Q You had a withdrawal address for sach
Bitcoin Savings & Trust inveslor, correct?

A Correct.

Q  And you had a deposil address for each
Bitcoin Savings & Trust investor, correct?

A Gorrect.

Q Looking at Exhibit 5, what parcent of the
addresses represented here in this dala would you say
were either a withdrawal or a deposit address for a
Bitcoin Savings & Trust investor?

A Loouldn't give you that number. | don’t
know,

@ Would you say il's less ihan half?

Page 264
A I'm not going to give you a number. | don't

know.

Q@ Would you say it is less than ten percent?

A T don'l know.

0 Was it more than ninety percent?

A ldon't know.

0 How could you look at this then and identify
investor addresses?

A Goane by ong.

@ Okay. Let's go.

A Okay. Itwould be nice if | had a computer
with a blockchain on it
Exhibit 5, SEC-Shavers-E0000001, Page 1 of
17
This is going backwards.
Yaes, it is.
Qe
Line ane,
Line one.
Is that an investor address? Eilher deposit
ar withdrawal?

A That is a withdrawal.

Q1 Address for a Bitecain Savings & Trust
investor?

A Yes,

ororor™p
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Q Which gne? Fag im0
A | don'l know,

Q  How do you know?

A If | had the blockehain in front of me, |

could probably tell you.

1 That's not my question. You just identified
it as a Bileoin Savings & Trust investor wilhdrawal
address, How do you know it's that?

A Because | know one of the last ransactions
| sant you.

Q Sent o me?

A I mean, one of the last ransactions (hat |
sent before | sent you the list.

Q Okay. Line two?

M The samsa.

@ Whal's that?

& That is for GPUMAX.

QG Then it's not the same of anything, is t?

What do you mean, "the same" when you say, "same™?

A Same way | know,

Q Isline two a Biteoin Savings & Trust
Irvestor deposit or withdrawal address?

A No

Q  How do you know il's a GPUMAX address?

A Because | remember the "hez" at the end,

Page 266
h-e-2z.

@ Please raview Fage 1 of Exhibit 5 and tall
me if there are any other addresses on Page 1 that
were not either a Biteoin Savings & Trust inveslor
withdrawal address or a Bitcoin Savings & Trust
investor deposit address,

A Any of the ones that have h-e-z on tham at
the end, which is the sent-to line. 25 and --

¥ Whal's 257

A A paymeant sent to GPUMAX for paying out
GPUMAX -

Q You mean ling 257

A Yeah. The minus 254, and then further down,
the minus 196,

Q Right. You've already identified that
addrass,

A Well, you asked.

) | asked you if there are any other addresses
on Page 1 that do not balong ta Bitcoin
Savings & Trust investors, either deposit or
withdrawal addresses,

A I'd nead the blockehain o be able to check
these.

O What in the blockchain would tell you
whether or not something was a Bitcoln Savings &
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Trust investor address?
A Because they go out in batches when | make
paymants.
(8]
A
0

So patierns in the blockchain?
Yaah,
But these transactions are dated and timed.
& That doesn't matter,
1 So what additional data would te in the
blockehain?

A Do you see the transaction 1D on the side?

You see how same of the transactions have tha same —

Q Tha final column an the right?

A It's just different. That means all these
fransactions happened in one transaction.

Q Al which anes?

A See, anly the final number an the and is
changed. Down at the very last five rows; 02, 03, 04
057

Q Uh-huh.

A That means all those transaclions happened
in one transaction.

@ Soyou can see lheyre balched.

A Right,

Q So whal do you mean on the blockehain that's
net hera?

Page 268

A So that means that | sent .08 bilcoins to
all those addresses al ona apiece. Thal was al blast
test system that | was doing testing addresses.

S0 | can use that same formula, The
computer can go through this extremely quickly. But
if you ook at Page 3, you'll see batchas of numbers.
Thase are transactions of me paying investors,
physically paying them. Page 3.

'  Which ransaction on Page 37

A The last fiftean, fourteen.

O The last fourtesn --

A All together.

Q1 Soit's a series of ID numbers, fransaction
10 numbers, that are all the same except for the last
two digits?

A Correct. 5o | know all of those addresses
right there are the withdrawal address for investors,

Q So you can identify investor addresses
hera¥

A Some of them. | just don't know
individually which one is which,

0 So whal informalion is available on the
blockechain that's not here?

A | can lake these addresses that | know from
this document that are real withdrawal addresses,
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then check it against the blockchain, have the systam

go through the entire blockehain, billions of
transactions, find every lransaction that happened
and then compare it to your information, and 1l
show yaou the difference.

Q You maan your information.

A 1l show you the information yvou have, and
Il show you the difference.

Q Soif you had a computer here now with your
computer here --

A My computer here.

@ - you could tell us which addresses in
SEC-Shavers-E0OI0001 belonged to investors either as
deposit or withdrawal addresses and which did not; is
that right?

A Itwould take a serious amount of time, but
yes.

Q How much time?

A Ta go through the blockchains, 60 gigs,
compare -- that's two cycles, Five days with a
computer running constanty.

@  And why haven't you done that?

A Like | told you, it's exhaustive.

@ You're under Court order ta pravide us with
an accounting. Why haven't you provided it if you

Page 270
can do it7

A  Because it's not available. I'd have to
write a pragram to do it and then hope the system
doesn't go down in the middle of the query.

Q Soyou can'tdo it

A 1 could did it with the right equipment.

0 Sodait. Why haven't you done it?

Al could do it

Q Why haven't you done it? You're under Gourt
order o do it.

A Because whenever | do it, I'm not just going
go for this information.  I'm going to go for
everything. And when | find that information, | will
give you the updated information and show you that
this was not a Ponzi scam. Just give me time. |
promise you.

1 The process is underway, Mr. Shavers.

A lunderstand.

O Why can't you just matched dates and amounts
with investor account records?

Do what now?

You have investor accounts records from --
This?

No, Exhibit Number 3.

Thisg ism't -- thig is raw transactions to an
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Page 271
address. This isn't going to have all of thase

addresses. And if the addresses do match up, I'd
have to maltch up dollar for dollar.

) Too much work?

A For a human to do? Yes. s like asking
you 1o go through this list of —

Q0 Well, we may. It may be whal we're spanding
our day doing tomorrow. Mr. Shavers, during the life
of Bitcoin Savings & Trust - so from February of
2011 through August of 2012, you raised at least
TO0000 bitcoin in deposits from Bitooin
Savings & Trust investors; isn'l that correct?

A No.

Q Approximately how much did you raise in
bifcoins?

A About 400,

Q 4000007

A Yeah.

Q During the same period you returned at least
500000 biteoin to Bitcoin Savings & Trust investors
in withdrawals and purported interest payments; ism't
that right?

A Plus or minus some. It could be just
transactions that | owed them for something else or
he used the same address. | don't know for sure. |

Page 272
don't have the exact number.

0 Was it al least 500000 bitcoin that you
returned to Bitcoin Savings & Trust investors during
the life of Bitcoin Savings & Trust?

A Was it at least..

Q 500000,

A Definitely, Yeah,

Q  And throughout the life of Bitcoin
Savings & Trust, you at iimes used new invesior

pitcoin received from Bitcoin Savings & Trust
investors to pay the returns owed on ouistanding
Bilcoin Savings & Trust investments, isn't that
right?

A No. Mot the way you say it

Q Well, you had bitcoin you received from
Bitcoin Savings & Trust inveslors in a reserve fund,

which at times when you needed to you used to honor
withdrawal requests, correct?
A Right. But you're saying that | used their

funds lo pay olher people oul, and that's nolthe way
it was agcounted for.

0 Yousaw it mere as a reserve fund

A Mﬁi.ttﬂ reserve fund al an amount
and anxlhing else gol moved out or of pushing out
people. | mean, it could have been all kinds of
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1 different things. 1 @ And you had sent the 200000 bitcoin to l?'le

2 Q  And throughout the life of Bitcoin 2 Big One an a Friday prior to going Las Vegas; is thal
3 Savings & Trust you would use the reserve fund lo pay 3 right? ' -

4 withdrawal requests or honor or withdrawal requests 4 A Correct.

5 and pay purported returns to Bitcoin Savings & Trust 5 Q  And you werae expacting them back nine days
& investors, right? 6 later on a Sunday?

7 A Sure, Yes. 7 A BNo, Thal transaction was different. | sent

8 €  And during the life of Bilcoin 8 them on a Friday. They were supposed fo be back —

9 Savings & Trust, you at times transferred bitcoin to 9 it was like Thursday or Friday. By the lime | flew

10 Ihe bitcgin currency exchange Mt.Gox, correct? 10 back — whataever day | flew back — whare is thal

11 A Yes, bul from numerous SOUrces. 11 document we have? Exhibit 1. On July - they were
12 Q From wnat sources? 12 supposed to be back in the slorage wallet on July
13 B It eould have been from Bitcoinica. It 13 30th.

14 could have been from starage wallet two. 1t could 14 Q of?

15 have been from the mixer. |t could have been a code. 15 A 2012,

16  The mixer isn't @ source of bitcoin. It's a 16 @  And they were not?

17 device for disguising bitcoin transactions, right? 17 A They were not.

18 A Yes, 18 @ And you learnad that when?

19 0 So when you say from the mixer, whal does 19 A July 30th at Vegas time around midnight. So
20 that mean? |20 by the time | got onbeard at 7/31, | was freaking

21 A Usually the storage wallet, too. 21 out, On 7131,

22 Q Inany event, throughout the life of Bitcoin z2 Q By the time you gat onboard your flight

23 Savings & Trust, you at times transferred Bitcoin to 23 home?

24 Mt Gox? 24 A Corract.

25 A Yes 25 Q Mow, you didn't know anything about the

o o _ Page 274 o Page 276

1 @ And that including investor bitcoin® 1 idenlity of the Big One, right?

2 A They wera my bilceing, my coins. 2 A No.

3 Q Your coins that -- 3 Q You didn't know his real name or anything

4 A From my addresses. 4 else about him?

5 O — invaestors have put on deposit wilh you. 5 A No. Sometimes he signed some things with

B A They could have. Actually at no point -- at 6 "K,”butthat's all | had.

7 no point did | move any investor's funds into MLGox, 7 Q Did you know what he was gong to do with

8 Q@ How doyou know? 8 yourbitcoin? -

g A Because | knew how many coing | had 9 A 1 didn't ask.

10 personally. So they weren't the investor's. Thay 10 G Did you aver know what any of your

11 were my coins. 11 bormowers. or as you're calling them now “clients,”

12 Q And so everything was gong fine until the_ 12 gid with the bitcoin that you lent o tham?.

13 first week of August of 2012 when you realized that 13 A | think some of them were used for Silk

14 the Big One wasn't returning your 202000 bitcoin; is 14 Road.

15 thal right? 15 Q Meaning?
16 A \Whataver day | was coming back from Vegas. 16 B Were usec for selling bitcoins on Silk Road..
17 1 Okay. And we established you were in Vegas 17 0 |s that something you understand now or

18 the last week of July. 18 something you knew at the time?

19 A _Right. 19 A | had a prelly good idea at tha lime thal's

20 Q And by the time you came b; back, either the 20 whal they were used for. | had an aceount on Silk

21 last day of July or the first week of August, yuu 21 Road that had the same name PirateatdC, and | had

22 realized that 202000 bitcoln had not come back from 22 people sending me messages in IRC al bitooin asking

23 m_mg One, right? 23 if | was the same Pirateatd0 on Silk road, and | said

Zni A Caorrect. They hadn'l hit the slorage 24 | don't think so just -- it went on because people
wallet. 25 ware buying and selling bitcoin on Silk Road.
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So when | started getting people asking

about it, | kind of startad gelting the idea that
people were using it for that, especially the large
amounls. And there was one transaction | tracked
down that the taint on the transaction was just
complete -- completaly tainted with Silk Road's
mixer. So I'm pretly sure thal’s what mast of the
cains were used for.

Q Do you remembar we spoke on Qclober 3rd,
2012, and | asked you what Bitcoin Savings & Trust
investment activities wara?

A Uh-huh,

G Is that a "yes"?

A Yes,

Q And you said that Bitcoin Savings & Trust |
investment activities was in the business, | should
say, of lending bitcoin to anonymous borrowers you
mel onling; is that right?

A Correct.

Q And that was true?

A Correct.

2 And at the time on Oclaber, 2012 you said
that your understanding was that these anonymous
borrowers wanted the bitcoin for the express purpose
of manipulating the price of bilcein on Mt.Gox and

. Page 278
other currency exchanges Including a dark pool in
Asia. Do you remember that?

A MNo. | didn't say that at all. | said the
dark pool in Asla.

0 What did you say about the dark pool in
Agia?

A That they wera using them to sell them
because you'd get higher price for the small
axchange.

Q Saoyou did not say on October 3rd, 2012 that
you used Bilcoin Savings & Trust's invaslor's bilcoin
fior the purpose of lending bitcoin 1o anonymaous
borrowers you mel online who you knew wanted the
bitcoin for the express purpose of manipulating the
price of bitcoin on Mt.Gox?

& No,

Q You did not say that?

A I'm pretty sure | didn't.

@ Okay.

A That may be the way that you heard it,
but... | know where you're coming from based on what
| know. So..

Q| don't know what that means. What you da
mean?

A lwas borrowing the coins so | could
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manipulate the market to adjust the price, and |
think you might have picked that up as me saying that
my lenders were doing that, If my lenders could
manipulate the market, then I'd be screwed. My
clients. I'm sorry.
Q Do you recall telling me on October 3rd,
2012 that you are unsure if there were two, three or
four anonymous borrowers you owed money to7
A Yes,

Q0  And is that true that you are unsure how
miany ananymous borrowers you had for Bilcoin
Savings & Trust investment aclivities?

A Thers was a thought that two of them were
the same, So | didn't know If it was threa or four,

Q Youmean you had the thought

A Yeah,

Q  But loday you've testified there were two
principal ones, Big One and Mumber Twa.

A Right,

Q Was there a third large one?

A ltwasn't large. It was the third largest,
but it was not large.

Q And do you remember in the October 3rd, 2012
conversation you told me that you held in Bitcain
Savings & Trust's main operaling wallat all the

Page 280
bliteoin from Bitcoin Savings & Trust investors, some
bitcoin from GPUMAX activities, your personal bitcoin
and the bitcoin from your mining activities, Do you
remember that?

A Yeah. | remember saying that | received
coins from the other transactions. But yes.

@ And that was true when you told me that?

A Corract,

Q1  And you refer o this bitcoin that you held
from these various sources in your main operating
wallet in that October 3rd, 2012 interview as your
reserve fund. Do you recall that?

A | see where you're going. Mo, | don't
recall that,

Q  Mow, in the October 3rd, 2012 interview you
told me that in any week when you didn't earm enough
from your Bitcoin Savings & Trust invesiment
activities to pay the promised returns to your
Bitcoin Savings & Trust investors, you would pay them
out of your reserve. Da you remember that?

A That's not what the reserve fund is about.

Q That's not what | asked. Tha question is do
you remember telling me that on Oetober 3rd, 20127
Do you remember telling me that in any week when you
didn't generate enough returns from your Bitcoin
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Savings & Trust investment aclivities to honor

withdrawal requests or to pay the returms on
puistanding Bilcoin Savings & Trust investments, you
would pay out of a reserva fund? Do you remembier
that?

A | don't rerember saying it like that.

Q  Are you saying you did not say that?

A I'm saying | don't remember saying it like
that.

4 What do you remember saying?

A Telling you exactly what a resernve was for
and that | wasn't using the reserve to pay my
lenders, but whan | didn't have enough ack in_
time -- not that | didn't make engggh,_tﬂaﬁ_d_@nl
g_fl them back in time, that | would use the caoins
that are In the operating wallet to make sure all of
the payments went out befare the cons were received.

Q Pul more plainly, at any time throughout the
life of Bitgoin Savings & Trust, when you didnt have
enough bitcoin on hand at the moment to honor
withdrawal requests from a Bitcoin Savings & Trust
investor — withdrawn. Let me try to put it mora
plainty again. Sorry.

Savings & Trust, in any instance when you did not yet

Page 282
have the investment retums you were expecling from

Bitcoin Savings & Trust investment activities in

hand, you would use the bitcoin you had on hand to
honor Bitcoin Savings & Trust's investor withdrawal
requests?

A Caorrect.

Q  With the expectation that at some point the
bitcoin would come fram your investmeant activities,
from Bitcoin Savings & Trust investment activilies,
and you would replenish the funds in the main
operating wallel?

A The resarve.

Q Mow, in the October 3rd, 2012 interview you

told me that in July of 2012 Bitcoin

Savings & Trust's bormowers told you thay were no
longer willing to pay you about ten percent weekly on
the bitcoin you lent to them. Do you remember
talling me that?

A Mot all of them.

Q In July of 2012 did the Big One tell you he
would no longer pay you ten percent weekly on the
bitcoin you lent to him?

A No,

Q  Did Number Two in July of 2012 tell you he
with no longer pay you the ten percent weekly, give
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or lake, that he had been paying you on the bitcoin
you lent to him?

A Yes.

0 And in the October 3rd, 2012 interview, you
told me this is why you lowered the interest that you
were offering lo Bitcoin Savings & Trust investors,
iz that nght?

A Mo

@ Youdidn't tell me that? You didn't tell
me --

A MNotin the same sense you're describing it

Q Explain.

A The rates were never lowered for one. |
statled that | was going to lower rates anticipating
that these guys were going to follow suit together,

Q  Anticipating -- what do you mean that they
would follow suit together?

A Thal -

Q Big One would follow Number Twa's lead?

A Yeah, Based on the price. Bitcoin had
started moving up. And they just weren'l going te be
able to make that kind of — we're talking real cash
how, right? So they wouldn't be able to make lhat —
make that up. So they're going to ask less and less
for it.

o - Page 284
So | was anticipating by saying I'm
going to reduce rates, while also reducing rates so |
didn't have (o deal with all the small accounts, and
if they wanied to hawe an account about me, I'd pay
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them & tiny amount.

@ "Tiny" he meaning 3.9 percent?

A That's correct.

Q 5o you never actually lowered the rates for
Bitcoin Savings & Trust investors?

A Mo

Q But you announced, as we reviewad eariier,
on the Bitcoin Forum on or about July ity of 2012 ;nuu

are goi :

A Right.

3 And did ihat
withdrawal reguesis by Bitcoin Séuings & Trust
investors?

“TA ILcaused a lot of movement between
accounts, You'll see if kind of sparks a ot of
transactions that happened betwesen accounts. There
was withdrawals and things going on, but it wasn't
anything that was out of the ordinary. | mean, for

ke some scare or zomething, the market crashes ar
someathing.

Q Now, when we spoke on October 3rd, 2012, you
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told me that after you announced in July of 2012 that

you were going to lower the interest rales for

Bitcoin Savings & Trust investors, that there were a _
wave of withdrawal requests from Bitcoin

Sawngs & Trust investors. Do you 0 you remermber tedling
me that?

Q “And you told me that everything started to
snowball then. Do vcu remamt;ar qg [!9 that gﬂgg

A Maybe. s | }
in the cperating walre; m §;@g ﬂg] p_ﬁmg

Ed:lemlﬁnd.as.maﬁy
Q And thal's because there were morg coins

_going back to investors in the ﬁ:_»_f_m of withdrawal
requests.

A _Right, That's liquidating the operaling.
account and pulling from the savings accounls,

Q Soit was both true that you told me on
October 3rd, 2012 that your announcement in July of
2012 of a drop in interest rates precipitaled the
wave of withdrawal requests, and it was true that
that actually happened?

A Yeah. | mean, there was a wave to get rid

. Page 286
of, you know, 20000 bitcoins out of my reserve,
but -- which | had to recover from by not lending out
as many. But by this time in July, | had mos! all
the coins being lent out and then them coming back
202000 coins short, that's what really put me under
the snowball.

Q Forget what we discussad on October 3, 2012
for a moment. |s it true that in early July, 2012
you announced on the Bitcoin Forum that there woyld
be a lowering of the interest rates paid 1o Bitcoin
Savings & Trustinvastors? Page 221 of Exhibil 2.
July 2nd or July 3rd. And you posted it al lhe top

'3 of the thread, right?

A Yeah.

Q And go on or sbout July 3rd, 2012, you

. posted a massage at the top of the Bitcoin Forum
mread fior B'rl.oum Sﬂ'g;gs & Trust sa) :,:Egg' lhat Yo

SR VN . "
M__:,m:rm-.:mm.h-mn
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Jn(efesi A'ates palc[e tor Hlt-:nlrl Sawngs & Tmsl
investors.

A Right.

Q  And that it would be 3.9 percent weekly for
23 regular savings account halders, correct?
A That was for starting,
Z5 O Right. That's whal lhe announcement was.
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1 A WMo, Thatwas the starling accounts.
2 Q Okay. For new accounts.
3 A Correct.
4 Q But it may be higher for alder accounts or
5 for pass-thru sccounts?
6 A Yezh.
7 Q But this was mearely an announcement. Your
B interest rate changes nevar occurred, right?
9 A Some of themn occurred. Some accounts just
10 wantad to keap them, and we worked cut an amount for
11 their accounts, like 4.2 or whatever it was.
12 Q Al right, Sowhen you said eariler you
13 never actually instituted the interesl rate changes,
14 that wasn't correct?
15 A No. | didn't make it global.
16

Q In aﬂv avanlt, the Enmjuncemﬁnl Erec@talgg

Sawnga & Tr;ust muesmra r;orrac-t?

18

18 A Corest,

20 Q And lo honor the withdrawal requests, you
21 had to use the reserves in your operating wallet,

22 gomect?

23 A Right.

24 Q Butal some point even that wasn't enough?
25 A Corect. -

Page 288
0 You ran out of reserves?

A (Witness nods head up and down.)
Q And you had to shul dowr in August of 2012,

1
2
3
4 fight?
5
&
7

A mean, shul down, but not that |
didn't have enough, It was --

Q So you could have paid out your invesiors in
8 August of 2012 but chose not 107

g A Mo, no. You skipped a ot

10 Q2 Tell me what | skipped.
11 A Aftar tha wave of withdrawals, | gol
12 everything Up to - everyhady had got thair

13
14
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withdrawals they wanted, and everything kind of
balanced out. Then | wenl to Vegas, It was he
biggest transaction that | had done, and did lhe
transaction, and it was only then that | wasn't able
lo pay anybody, Prior to me going to Veqgas, | had
everything caught up.

Q1 On October 3rd, 2012 when you and | spoke
and | asked you why you closed down Bitcoin
Savings & Trust, why didn't you tell me about the
202000 bitcoin that had gone missing?

A | really didn't think you needed to know,

Q You leld me instead that the wave of
withdrawal requesis following the announcement of the
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lowering of interesl rales snowballed until you had

ta shul down in August, 2012, right?

A Correct.

Q0  And thal's because in your view it was none
of my business that the 202000 bitcoin had gone
missing?

A No. Itwas that | was working to get il
repaired, and at that time it wasn't two hundred twa
anymore because | was working to get il back, So
when you asked me thess guestions, if | could get
fixed, it wasn't — | could be sguare again with all

the lendears.
@ You had a big bet -
A Big,
Q  --with somebody else.
A Vandroidy.
Q Can you spell thai?
A Va—
Q V-an Ve-g-n-d-r-o-i-d-y.
A ‘\"eah

Q Ahﬂut whether or not Bitcoin Savings & Trust |
was a Ponzi scheme, right?

A Right.

Q  And you lost that bet, right?

A Yes,

F'at_w 290 |
Q And you lost that bet because in August,

2012 you had to shul down Bitcoin Savings & Trust,
Jight?,
A Carrect,
@ How much did you loosa?
A 5000 bitcoins.
O Why didn't you just prove to VYandroidy that
Bilcoin Savings & Trust was not a Ponzi schema?
A | had a very great plan of ruining
Vandroidy's, not only reputation, but aliowing ma to
take the 5000 and make it charitable, which I'm sure
you saw. And it was going to take place during a
week that | was going call “spring cleaning,” and
during the week | was gaing to return all the funds,
take off a week, go on vacation, get away from
answering my phone, but | had to have all my coins
back fram my lenders. And so | was in negoliations
with ane of the other people to lend coins to them
far the time being, and this was happening right as |
was going o Vegas, and | talked with a few of the
guys there in Vegas about the plan. They added a
couple of things, you know, what would be greal and
whal would be funny, and it wasn't until thal day

that | Ieft that | knew something was wery wrong bad,

and | knew | was going to lose the bet,

QEBQL [RE
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O You falked o the guys in Vegas about whal
plan?
A To mess with Vandroidy.
Did you pay the 5000 bitcoin to Vandreidy?
Oh, veah.
Why?
Because | had to to secure the bel.
Q0 But Bifcoin Savings & Trust wasn't a Ponzi
schemas.
A No, no, no.
Q0 Yousay.
A Nanotube --
GQ Okay.
A MNanotube is the one that held the coins, So
| had a specific peried of time to prove that it
wasn't a Ponzi scheme. We escrowed the 5000 from
each sids with Nanotube, and | would get all of them
if Nanotube decided that | had won. | rslurned
everybody's coins for a week, It's not a Ponzi. And
they can return them back if they want. And it
wasn't until me leaving — leaving Vegas that |
knew -- he 5000 bitcoins wasn't thal big of a deal
as far as aloss. Itwas that | may not see the
202000 bitcoins. And so once | missed the deadline,
| gave -~ Nanctube gave 10000 bitcoins to Vandroidy.

0
A
ol
A

Page 202
Q So what triggerad Vandroidy's win an the bet

was your failure o pay out investors?

A WIn7|

Q Yes.

A B1,r a certain period of time.

Q Right. So it's your failure lo pay then‘t an
in hugu:ﬂ of 2012 -

A _Right

Q - that t gaered the end of the bet, and
Vandroidy gat the 10000 bitcoins

A _Correct. o

a Mo, when | spoke 10 you on Qclober 3rd,
2012 -- you say today you didn't tell me about the
202000 missing bitcoin gone missing because you were
still warking an fixing it.

A Comrect,

0 Why didn't you tell that to Manctube and
Wandroidy?

A Why didn't | tell that | was — that | had
lost the 202000 coins?

Q  Uh-huh.

A It really was something | felt like | could
recover pretty quickly as leng as | didn't have a
mass hysteria and the SEC wasr't investigating me.

QO So two wecks after you lost the 202000
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hitcoin to the Big One, you desiroyed the wallet ?m

which you senl il and all record of having sentit,
carract?

A It's gona now, yeah.

Q When did you destroyed it?

A | don't know, Il had to have been —|
mean...

Q When we were in court on August 5th, 2013
you said approcimately two weeks after the 202000
biteain went missing you destroyed the wallet and the
addresses you used to make the ioan._Was thal nol
\tue then?

A Actually thal was probably true.

Q So approximately two weeks after you lost

the 202000 biteoin to the Big One, you destroyed the
wallet and the addresses you used lo make the loan,
right?

A MNo. | deleted thal baich oul of the
wallet.dal file thal we talked about before.

Q Right. So you deleted the addresses?

A Correct,

Q Mot the wallet.

A Right,

Q Butwith those addresses you deleled any
record that you made of the 202000 bitcoin loan?

Swoom e~ mms W

Page 204
A No. I'm going to find it.

@ _But you deleted your record,
A Yes. | deleted my TEODM
Q You have nothing in ypur_ possassion showing

that record.
— bl

A Correct,

Q  Why didn't you show Vandraidy ar Nanolube
that record?

A They wouldn't have cared. |lost the bet.

C Why did you destroy those addresses?

£ Because thera's no use for them anymore. |
don'l physically have coins on addresses. TS
worthless.

Q  You wers about to have a lot of inveslors
you needed o answer (0.

A Yeah,

0 Why would you destroy the record that would
give you the answers?

A Because il goes through a mixer. They
wiouldn't have believed it anyway, The same thing
about Bitcoinica being hacked or Mt.Cox being hacked
or whatevar. Tney can show a transaction. That
doesn't mean it didn't get sent to somebody else's
addrass, and they were hacked. | would then have to
prove thal the address that it was sent to wasn't

_BESQUIRF
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1 mine when it was sent to a mixar,
Z 0 So you're saying you had no way of proving
3 what you did with Bitcoin Savings & Trustinvestors
4 bitcoin even if you hadn't destroyed the addresses?
5 A Correct Thatwas ths point.
& 0 Where is the Tor e-mail fram the Big One
7 with the address he wanted you to send the 200000,
8 bitcoin to?

9 A TheToremail?

10 Q Yeah. The Tor mail message.

11 A On Tor mail. Yeah, [t would have been on
12 Tor mail.

13 O You received it?

14 A Yeah. | recaived it, read it, and it's no

15 longer available, -

16
17
8
19
20
21
22
23

And you kept no record of the address?
No.
You kept ne record of that message”™
How do you keep a record of it?
You tell me,
A el you what, [l give you a very

detailed explanation of how the Tor Network works and

how Tor miail works, and you can understand what |

mean whenever | say it was done on the Tor Mebwork,
It's designed to not be trackable, not be fraceable

by any form of government. rRmmARE
Q The Big One provided 1o you addrasses tg
which you were to send the bilcoin you were lending
ta him via Tor mail, right?
A Correct. So | gel the fransaction. | copy
it. Once I've read i1, | have ten minutes Lo lake
the information from it, copy the address, paste it
in my deal, send a reply to him and wail for another
message so | can send him another reply. That's it.
There's noinbox or sent-to mail.
Q And then you destroyed your own record of
the addresses you used, right? You deleled the keys?
A For the sent transaction?
Q Right. For any of the transactions.
A Thal's how I'm gaing to find the
Iransaction. Frpm the sent address thal | senl the
colns to through the mixer, | think | can track it
down.
Q Does Tor mail have an inbox, of do they all
self-destruct in ten seconds?
A Does it have an inbox?
© Yesh. Do you have an inbox for your Tor
mail?
A No.
Q You cant see Tor mail messages in any way'?

Q
A
a
A
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A Mat any of Tar mall clients that | know of. 1
@ So in your expenanca all Tor mail messages 2
self-destructed in how lang? 3
A They don't self-destruct, They -- you read 4
tham. You have ten minutes 1o read them, a message. g
I's like a form message. If's like a PM message. B
You sea the message. You have ten minutes to receive | 7
that and then to respond to it 1o have that person
send you anothar responss back. g
O So you have ten minutes to look at it after 10
you opan it? 11
A Correct. Once you click on it, 12
@ Right, And ten minutes to respond Lo it 13
after you open it? 14
A Corract, 15
Q Is there any way lo save the confenis of the | 16
message? 17
A Unless you did a screen shol or something. 118
Q Yeah, cul and pﬂiﬁ_{qr_a screen shol. T 19
A Right. - 20
Q You could do that? 21
A Right. 22
Q Wchos not ta? 23
A Xeah. . | 24
0 You're going to work for a place called ' 25
Fage 298
Support.com saon’? 1
A Yos, 2
Q  Is that Support Space? 3
A Mo 4
O Eoit's not a place you've praviously worked 5
before? 5]
A& Mo, They're competitors. 7
Q  Let's go lo your Woodiorest Bank records. 8
A Uh-huh. 9
Q Sa it's Exhibit 1. Turming your attention 10
lo the page marked Woodforest 000030, I'm sorry. 11
000034, This is & wire lransfer message. Do you see 12
that? 13
A Correct. 14
2 N shows that an Juneg 4ih, 2012 you received 15
£25,000 from somebody named Danigl Thomas Williams 16
A Yes. 17
Q' Whao was Daniel Thomas Williams o you? 18
A Daniel Williams. That sounds so familiar. 19
| don't know, It was (o purchase bitlcoing, [t was 20
an actual purchase, 21
Q Somebody you met online? 22
A Yeah. It had to be somebody - yeah, It 23
had o be online, baing in Florida. 24
Q What did you say? 25
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A Being in Florida,
@ And was this activity undertaken to generate
returns for Bilcoin Savings & Trust investors?
A No.
@ This iz your own personal transaction™
A Yeah. This is just salling bitcoins.
} Because the businass of Bitcoin
Savings & Trust was lending bitcoin, not buying
hitcoin, Well, owar ninety percent of the business.

A Yeah.

@ Okay. Then on the next page, Woodlorast
000035 there's a $7,000 wire transfer dated June 5th,
2012, Sothe next day also from Daniel Thomas
Williams?

A Yeah.

Q Do you see that? And what was that for?

A lthad to be, again, the same thing. I's a
transaction. See, | don't get to see this
information when | received the wire. So | just got
whoever's user name it was at the time or
fransaction.

& And who is Daniel Thomas Williams o you?

A It sounds so familiar. Dan Williams or
Grubles? |don't know.

2 Did this transaction have anything to do

' Page 300
with Bitcoin Savings & Trust?

A Mo. Those are just purchasas,

Q Let's go to Woodforest 000052, It's another
wire transfer. This one is dated 8/3/2012 --

A Uh-huh.

Q - from somebody -- from the Law Office of
Clifford Lloyd. Who's that?

A I don't know.

0 You don't know'?

A lhave noidea.

Q It's for $20,0007

A 1t was for the purchase of coins. That's
the only thing | would have done that big.

Q And your address here is listed as 209

Falling Water Drive,
A Correcl.
Q What is that address?
A | don't know,
2 You never heard of that address befare?
A Mo,
3 Okay.
A “Mckineey" — spelled wrong
0 Sosomebady got that wrong?
A Well, | mean, "McKinney” is spelled wrong,

and |'ve never heard of Falling Watar Drive.
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1 0 Allright. Let's go to Woodforest 000050.
2 s another wire transfer dated August 2, 2012 for
3 515,000 from some antity called Synthovation LLC
4 D/B/A Transio to you. Do you see is that?
5 A Yes.
3] Q  Andwhat is Synthovation LLC DVB/A Transio?
7 A | have no idea,
] Q You have no idea why they sent you $15,000
9 on or about August 2nd, 20127
10 A It was for a bitcoin transaction.
11 Q Does this have anything lo do with Bitcoin
12 Savings & Trust?
13 A Noo
14 Q) Sa this doesn't reflect any activity you
15 undertook to generate returns for Bitcoin
16 Sawings & Trust's investors?
17 A No.
18 @ And the same is true with the transactions
19 from Danigl Thomas Williams™
20 A Comrect.
21 Q  And here your address is lisled as 209
22 Falling Water Drive, McKinney, spelled correctly,
23 Texas?

24 A Cormrect.
25 Q Why?
Page 302
1 A | have no idea.
2 ¢ Let's go to the next page. It's a $10,000
3 wire transfer dated August 3, 2012 from somebody
4 named Remy R. Jacobson. Who's Remy R. Jacobson to |
5 you?
& A | have no idea.
7 Q  You have no ides why Remy R, Jacobson sent
& wou 510,000 on August 3rd, 20127
o A Mo, It's bitcoin. | think this is the
10 $45,000 one.
11 Q What do you mean?
12 A Hold an a second. Yeah. $45,000. |t was
13 one fransaction. It just came in multiple payments.
14 This was from user name - i's like Shither ar
15 some -
186 0 D it come from a Bitcoin Savings & Trust
17 investor?
18 A Mo,
19 Q Because you took deposits from Bitcoin
20 Savings & Trust investors only in bitcoin?
21 A Righl.
22 Q So these wire fransiers you're saying that
23 are reflacted in Woodiorest - which pages? 000044,

24 49, 50, 51 and 527
25 A 51 and 52,
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So 48, 49, 51 and 52, all of those are

coming from the same person?

A
Q

Corrzct.
Wait a minute. Start over. Saorry. Wa're

rushing. Let's begin with Woodforest 000048, That
appears ta come from MLGox.

A

Q

A
8]

48, yes.

The bitcoin currency exchanga.

Yes.

And it's to you at your 23 05 South Custer

Road address, correct?

A
Q

Cormacl.
So that's a transaction betweaan you and

Mt Gox?

A
Q

Yes.
And Mt Gaox is wiring you $7 4558.76 on July

30th, 2012, correct?

DFrorFor

Yes.

That's your money ¥

Yes.

And thal's [rom your activities on Mt.Gox?
Yes.

Mow, the next page, Woodforest 000048, it's

a wire transfer in the amount of $4,029.50 on July
31st, 2012 from something called Tangible

Fage 304

Cryptography LLC. What's that?

A

I's a website called Fastcash4bitcoins. |

was testing to see how quickly they could maove cash.

EODELOFD

Q

So you sold bitcein on this website?
Correct.

So, again, this is you selling bitcoin?
Correct.

For your own purposes?
Correct.

It has nothing to do with Bileoin Savings &

Trust?

A
Q

Just the price -- no, no.
You wearen't generating returns for Bitcain

Savings & Trust investars by selling bitcoin on
Tangible Cryptography LLC?

A
Q

Mo,
Mow, is it the next thres, Woodforest

000050, 51 and 52 what you believe are all part of
the same fransaction?

T

Q
A
Q
A
Q

Yes. That's ane person.

And who i that persan?

| think his name is "Slither” on IRC.
Ckay. And on the Bitcoin Forum?
He's not an the forum.

Okay. S0 there's a wire transfer at 000050

800.211 DEFPO (3376)
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1 frem Synthovation LLC O/B/4 Transio, another ong from |
2 Remy R, Jacobgon at 000051 and then 000052, there's
3 onefrom the law office of Clifford Lloyd.
4 A Correct,
5 Q1 You believe all three of these wire
6 transfers were the same transaction?
7 A Yes. Because it was a 545,000 transaction.
8 Q  And you sold 45000 biteoin to somebody named
9 Slither?
10 A Corract.
11 G And did this have anything o do with
12 Biteoin Savings & Trust?
13 A No, not at all.
14 0  And these were not activities you undertook
15 togenerate returns for Biteoin Savings & Trust
16 investors?
17 A No. These are just my funds.
18 0O Who is Mike Snyder?
149 A My wife's dad.
20 0 And from time to time you made payments to
21 Mike Snydar? [
22 A Uh-huh. |
23 3 What were those far?
24 A Just repayments for different things.
25 0 Mongsy he lent to you?
' ) ) Page 306 |
1 A Yeah. Kindof like a -- when we were going
2 through a Business Cogniticn phase -
3 QA different business of yours?
4 A Yeah., He invested a bunch of money, and we |
5 ended up -- it just -- it turned in to be a mess, and |
6 | told him I'd start paying him back aver time :
7 because | was making money doing bitcoins.
8 Q And Mike Snyder, thal's S-n-y-d-e-r?
g A Carrect.
10 Q1 And any payments made by you ta him have
11 anything to do with Bilcoin Savings & Trust?
12 A Just the profits made fram . But yeah.
13 Q  Meaning you were using money you made in
14 Bitcoin Savings & Trust to pay him back for something
15 else unrelated?
18 A Comect.
17 Q@ And Ted Shavers, wno is that?
18 A My dad.
19 0 Okay. Wha's Riley Penna?
20 A That is the guy that | bought the truck
21 from.
22 O Whal truck?
23 A | have a 20086 F350,
24 Q Oh, a truck truck.
A Yeah,

25
i‘ ..) ..3
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Q  And how much did you pay for the track?
A 525,500.
Q  And Michael Thalasinos, who is that?
A A good friend of mine that started - that
we bought some mining hardware and started mining
biteain. It's kind of when | started getliing into
it, and than he wantad to — he was the one that
pushed us - me and Zach to partnar up to GPUMAX,
Q Did Michael Thalasines have anything to do
with Biteoin Savings & Trust?

A Mo, not at all.

1 Any transactions between you and/or Michael
Thalasinos at any lime have anything to do with
Bitcoin Savings & Trust?

A No.

1 How many bitcoin do you currently own
parsonally?

A Zero.

Q  How many bilcoin do you hold jointly with
athers?

Zero.

How mean bitcoin do you currently control -
Zaro,

- even if they're not held n your name?
Zero,

FoFrOr

Page 308
Do you have any current bank accounts?

Yas.

Where?

Waoodforest.

Anywhere else?

MNo.

Do you have a current account at PayPal?
Yes.

Is it the frozen account?

Yes.

Any others?

MG,

Do you have a current account at Dwolla?

Yes.

The frozen account?

Yes,

Any others?

Mo,

Do you have any credit cards at the
ent?

Yes,

With which banks?

CapitalOne and Aventium,

Spell it, please.

A-v-g-n-t-i-u-m. Oh, it's First Premier

Rl
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Bank, and the other one is CapitalOne.

0 Sojustto be clear, you currently hold no
bank accounts excepl accounts at Woodfarest?

A Corredt,

0 And you hold no credit cards except for
credit cards accounts with CapitalOne and First
Pramier Bank?

A Correct,

0 Do you currently use your CapitalOne card?

A Nao.

2 And your First Premier Bank card?

A No.

2 Have you used either since the assetl freeze
was put in place in this casa?

A Mo,

Q' What are you living on? How are you living?

A My parents basically.

Q What's your parenis’ address?

A 608 Broad Leaf Lane, McKinney, Texas,

1 They have nothing to do with the Falling
Water Drive address?

A Falling what?

Q 209 Falling Water Drive, that address.

A Na.

¥ That has nothing to do with your parents?

' " Page 310

A Moo | don't even know whera that is.

(1 How much are yaur parents giving you 1o live
on?

A Just enough for faod and different things.

Q Are they giving you a weekly amount?

A No. Justas needed. As they can supply
basically.

@  Approximately how much have they given you
since the asset freeze was pul in place?

A $300,

0 Do you own your home?

A Mo

2 You rent?

A Yes

Q0 Did you awn any cars?

A T own the truck but have a 510,000 laan an
it. Did,

Q Butyou bought it culright from Riley Penna

& Correct. And when this all happened | went
and got a title loan, and they could make more money

than they were charging me, So | had more money to

play with, to work with, and then thatl ail died off
when. .

1 Soafterthe SEC filed suill aganst you, you

gol a title loan on your truck?

jESQUIRF

App. 84

(o= R [ 4 B - L

g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

TA@@ NGO w =

12
13

15
16
17
18
19
20
21
22
23
24
25

September 05, 2013

309-312
Pagea 311

A Coarrect.

@ For $10,0007

A Correct,

Q How long after?

A If's been --

@ Like did you get it the week after we filed
suit?

A Nao. ltwas like -- I've had it for like
eight months

Q Had what for eight months?

A Thelocan. The title loan. It 'was this year
sometime.

Q  So you didn't get it after we filed suit?

A Oh, no. I'm thinking the subposna. I'm
sorry. The first subpoena. Thal's what | was
thinking.

Q So you got the title loan --

A Before that,

Q About eight months ago?

A Correct.

G  And that money is gong?

A Oh, yeah.

Qs your wife working?

A No.

Q  Are her parents helping”

Page 312

A I'm sure her dad would if we asked, but
singe | still owe him money, | wouldn't want to.

@ Why wouldn't you want him --

A Because | still owe him money.

Q  You still owe him money you said?

A Yeah.

Q Do you have any -- so was the fruck
repossessed?

A Correct.

1 Because you didn't pay back the litle
loan?

A Coract.

Q Do you still owe money, or does the truck

satisfy the loan?

A
Q
A

Oh, it would definitely satisly the loan.
Do you hawe any other debt?
Just stuff here and there that's piled up

over the years.

Q
A

| don't know --
This was back when the Business Cognition

was going on, and | had maxed aut all my cards, and

it was
0
A
Q

a really tough time.

Da you currently have any debt?

Yeah. Some of that.

Your checking account at Woodforest Bank,
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Page 313
thal's in second-chance checking account, right? 1
A Yes. 2
Q  And that was for peopla with bad credit? 3
A People with -- that are on the check systems 4
thal owe money to anothar bank, 5
Q) What do you mean "check syslems™? B
A Check systems is a system that's assigned r
for people that have -- they owe money to like Bank B
of America or have a problem with another bank, So 9
they set you up another account, It's basically just 10
the same account. You just pay a $10 a month fee. | 11
@ Okay. 5o your second-chance checking 12
account was designed for individuals with financial 13
difficulties? 14
A Sure. 12
@ Have you ever been named as a defendant in | 16
any civil suit befone this? 17
A Yes. 18
Q What kinds of cases? Well, how many times | | 19
should say? 20
A Just once. 21
O Just once? 22
A Well, | maan, for the eviclion and |23
different -- you know, things like that, Yeah, 124
eviction whan we iost the house and then an issue 525
Page 314 |
with Business Cognition that we sold to an energy i1
contracior company, They decided they didn't want to | 2
pay it, and they backed out with DFA. DVA?Y 3
Anyway... 4
Q I'm going o ask the reporter to mark as 5
Exhibit Mumber 11 a one-page document. [§]
(Exhibit 11 marked.) T
Q Il represent to you this is information | ]
pulled off of a Collin County, Texas govarnment court | 9
wehsile — 10
A Yeah, 11
@ - for acase filea on July 30, 2010 dealing 12
with evictions. 13
A Correcl, 14
@ Can you tell me what this was aboul? 15
A Foreclosure. 18
0 So you lived in a home al the lme thal was 17
foreclosed upon? 18
A Correct. 18
G And you were evicted from that home? 20
A Correct. 21
@ And what was the address? 22
A 2812 Glen Hollow Drive, McKinnay, Texas. 23
@ Where do your parents live again? 24
A ALBO8 Broad Leaf Lane, 25
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1 Okay. And was this a home that you own ed:
with your wife?
A Yes,
1 And you basically tell behind in morigage
payments?
A Yes,
0 And is there a judgment against you in this
case?
A Mo Ibwas FHA, and we actually got money
from the settlement, a big mortgage setflement thing.

Q I'm going to ask the reporter to mark as
Exhibit 12 anather document that I'll represent to
you | pulled off the Callin County court website for
whal appears to be a case filed --

(Exhibit 12 marked.)

A Yeah., This s DFA.

Q - against you and StarTex Power on or about
February 27, 2011, Can you tell us what this was
about?

A Actually thisis a DFA Lid ws, StarTax Powear
and myself.

Q Right.

A So StarTex Power is an energy company. DFA
decided they didn't want to pay for -- pay for their
power, They said they felt like we took contral of

S ' o Fage 316
their power without them asking, which is called
"pirating,” and | sent all the e-mails in, all the
electronic signatures that we had from him, and as
you can see, it was -- they jointly dismissed the
casa.

Q1 I'm going to ask the reporter to mark as
Exhibit Mumber 13 ancther filing | pulled from the
Collin County, Texas court website for a case filed
on February 18th, 2011

{Exhibit 13 marked.)

(1 Styled Capital One Bank (USA), N.A. versus
Trendon Shavers., Can you el us whal this case was
about?

A This was for a vehicle, | can't reimember
which one. It must have been for the Mazda RX8.

Q Was it an auto loan thal you falled to
pay?

A Yeah, Once we -- we were upside down on it
And g0 there was a difference of §2 465,

Q1 What do you mean you were upside down on
iz

A After it was sold, that's how much we owed
the bank shill.

Q And you didn't pay it?

A No.
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Q  Why not? e

A | couldn't.

O And this was around the time that you
starled Bitcoin Savings & Trust, February of 2011,
right?

A This is when it was filed.
0 Right
A This happened a long time before that.

Q Bul February of 2011, that's around the time
you started Bitcoin Savings & Trust?

A Correcl

1 And was there ever a judgment against you in
this case?

A No. It was dismissed.

0 You mean the court decided that you didn't
owe the $2,500 or you paid it?

A I'd get colleclion calls. The judgment
never said | had to pay it.

Q And you still get collection calls on that?

A Every once in a while,

1 I'm going to ask the reporler lo mark as
Exhibil Mumber 14 a one-page documant that | pulled
off of the Collin County, Texas website that appaars
ta reflect an April 11, 2011 case filed against you
by Regency at Stonebridge Ranch.
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=

Correct.
(Exhibit 14 marked.)

What was this for?
Rent.
Were you evicted?
Mo,
But it was an eviction proceading that was
initiated?

A Yeah. You just paid the $88, and they
dismissed it and with the past due rent.

O Soyouwera past due how much rent?

A | guess the $1,821 with the fees and
everything.

@ Soyouwere past due $1,821 in rent and
whatever fees applied?

A Correct.
You paid that. You paid the court costs?
$86.
And than this was dismissed?
Correct. It says itup at the top.
And why were you behind on your rent at this

oEFrOFPO

Q
A
Q
A

G
time?

A
Rriow,

Q1 Were you living at the Regency al

| think we ware - | don't know. | don't
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Stonebridge Ranch when this was hled?
A Yeah, That's where | live now.
1 O, this is the same address, the 2305 South
Custer address.

A Correct,

Q0 Soit's the same apartment?

A Correcl.

0  And you were behind on your rent?

A Correct.

Q They filed suit?

A Correct,

@ You paid it. The suit was dismissed?
A Correct

Q  Why were you behind on your rent?
AL couldn't tell you, June 11th? | mean,

they filed, you know, days after — they gave you
until tha 4th or whatever, and — | don't know.

Q So they filed like a week after you were
delinquent on your rent you're saying?

A Yeah.

Q So you were delinguent on your rent for
April of 20117

A Carract.

Q Were you also delinguent on your rent for
March?

o Page 320
What was your rent?
$1.810.
That's your monthly rent?
Correct.
| see. S0 this represents a filing because
you were lale on your rent by about a week?
A Correcl.

Q  In April of 20117

A Correcl,

2 They immediately filed, and then you
immedialely made good?

A Correct,

0 And why were you late on your rent?

A ldon't know.

3 Dkay. I'mgoing to ask the reporter to mark
as Exhibit Number 15 a one-page document fram the
Caliin County court website. It reflects a filing on
DOetober of 2011 by DFA against Trendan Shavers
individually and dfbfa Business Cognition.

(Exthibit 15 marked.)

A Yes

Q  What was this about?

A This was the same thing, StarTax parl, but
I -- they wanled me to show up to the court to do —

OFO0FO M
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| don't know what it was -- to testify or do

whatever, and | wouldn't do it | gave them all the
information they needed, and so they filed this. |
believe this is the - to have the disinterested
party removed or something. They subpoenaed me.
Aryway, | gave the information, and then thay --

Q  But they filed suit against you because you
rafused o lesltify?

A It's listed in here. Yes. Order of
severance. Defaull judgment signed because |
wolldn't show up for the order, and then they did the
dafault or the order for severance, which is this.

0 Why did DFA, think you were pirating power?

A | wasn't piraling power. Because DFA - his
name is Don Day == he owns most of MoKinney, was
gaing lo gel a betler rate from another company, He
wanted to secure his rate during times when ths
pricas were low, And so when | told him -- | said, |
can secure the price for you, but you're going o
have to sign it now for a twelve month — twalve
months out for twenty-four menths power deal. So he
goes, akay, that's fine. And he was fine with iL.

Well, then come the twelve manths whean

it came up, when you own all the buildings in
downtown and you're saving a penny per transaction,

he said, oh, | never did that. | newer did that arl;’dag
swilchad back lo Hudson Energy instead of StarTex,
and StarTex suad him for $35,000 and | guess the fees
that are associaled with backing out of an

slectricity contract. And | was the only one that

had access fo his e-mails and everything that he had
said. Once he saw them, he decided, cops. They

iointly dismissed, and he settled or something

Q Al right, Mr, Shavers, We're getting
kicked out of the buillding. IU's closing.

A Evicled?

1 This deposition is still open. | would like
to get the rest of it in before you have to start
wark again, And since I'm down here already, I'm
tempted to do it tomarrow. I'm going to talk to my
supervisor to see whal she wants me lo do, and then
'l shoaot you an e-mail laler tonight.

A Dkay.

0 If we need you to come back, we'll arrange
for a car tomarrow.

A Okay.

0 Your car from Triple A s going to armve in
a few - by 5:30. So it should be out front any
NS PIoW.
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Fage F&4
MR, MCUSTAKIS: We can go off the
record.
(End of proceedings at 5:10 p.m.)
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CHANGES AND SICHATURE

NOME: TRENDCN T SHAVERS

DRTE OF DEFOSITION: SEPTEMBER 5, 2013
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I, TREKION T SEAVERE, have read The
roregoling deposition and hereby affix my signacure
thEt pane 8 Lrue and COrFecl, Acepl asm noted abowe.

TRENDGH T SHAVERS

ITAIE GF 1
COUWTY OF ]

Before ma, ,oon this
day prrsonally apgeazed + knowa

wo ne (ar proved to me on the sach of

o Lhroagh b UdEdsipLion ol idencity
card or other documentl To be the person whooe rdme
is subseribed cta Lhe (oregcling iostrumont. sod

acknowledged to me that he sxecuted the same for

purpores Bnd Sonelderation CheEsln axpragsaed.

Given under my hand and seal of of fice chis

o MG, 2013,

day of

HOTARY PUBLIC 1M AND BOR
THE STATE OF TEXAS
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STATE OF TEXAS |

I, Kellie L. Rewbotnam, Certified Shorthand
Reperter in and for the State of Texas, do hexveby
certify that, pursuant to the agreement hereinbefore
get forth, there came before me on the Sth day of
Septesber, B.D., 2013 at 3:20 a.m. at the U.8.
Courthouse, in the City of Plang, County of Callin,
and State of Texas, the following named person
to-wit: Trendon T Shavers, who wag by me duly swom
to testify the truth and nothing but the truth of his
knowledge touching and concerning the matters in
controversy in this cause; and that he was thereupon
carefully examined upon his cath and his examination
reduced to writing under my supervision; that the
deposition is & true record of the testimony given by
the witness, same to be sworn to and subscribad by
said witness before any Notary Public, pursuant to
the agreewent of the parties.

[ further certify thab I am neither atborney
or coungel for, nor related to or emploved by, amy of
the parties to the action in which this deposition is
taken, and further that I am not a relative or
employes of any attarmey or comnsel ewployed by the
parties hereto, or financially interested in the
ackion.
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I wiLfs wherasl, I Nawe NEFCURLO S&T Wy
hand and affixed my soal this day oF
. BB, 201D,

Hilees Ggagw%i?fém .

FELLIE L. ROWBGTHRAM, Texns COR 1551
Expivation Date: 12/31/13
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