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PRELIMINARY STATEMENT 
 

The government respectfully submits this memorandum of law in opposition to the 

defendant Maksim Zaslavskiy’s motion to dismiss the indictment.   Like countless defendants 

ultimately convicted of securities fraud, the defendant offered “investment opportunities” based 

on false statements.  He offered tokens in an Initial Coin Offering (“ICO”) for REcoin Group 

Foundation, LLC (“REcoin”) with promises of high profits, driven by its purported high demand 

and the defendant’s investment in real estate, all led by an “experienced team of brokers, lawyers, 

and developers.”  After the U.S. Securities and Exchange Commission (the “SEC”) contacted the 

defendant about his offering, he switched gears, shifting to an offering of tokens in Diamond 

Reserve Club (“Diamond”), which he claimed were backed by diamonds, where were “stored in 

secure locations in the United States and [were] fully insured.”  These were all lies.  The 

defendant would later admit he had not taken any steps towards investing in any real estate, and 

there were no brokers or lawyers working with him.  As for the diamonds stored in a secure 

location, he had not bought any but had “talked” to a “cousin” about them.   

Now facing prosecution for securities fraud, the defendant claims that his 

“investment opportunity” was no investment at all—it was just a sale of a currency backed by a 

commodity, first real estate (REcoin) and then diamonds (Diamond).  The currency, according to 

the defendant, are the worthless certificates sent to investors that prompted some to ask for refunds.  

He also claims that securities laws have not provided him with fair notice that his conduct was 

unlawful, despite having told his investors that he was in “full compliance” with the law.  The 

defendant’s arguments do not hold water in light of the allegations in the indictment and 

controlling law.  Accordingly, his motion should be denied.         
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FACTUAL BACKGROUND 

I. The Charges 
 

On November 21, 2017, a grand jury in the Eastern District of New York returned 

an indictment (the “Indictment”) charging the defendant with one count of conspiracy to commit 

securities fraud, in violation of Title 18, U.S.C., Section 371, and two counts of substantive 

securities fraud, in violation of Title 15, U.S.C., Sections 78j(b) and 78ff.  The charges stem from 

the defendant’s participation, along with others, in two fraudulent schemes to defraud investors 

(actual and potential) in the REcoin and Diamond ICOs by inducing them to purchase purported 

tokens or coins in the REcoin and Diamond ICOs through materially false and fraudulent 

representations and omissions.  Indictment at ¶ 10.  The schemes, as alleged in the Indictment, 

took place between about January 2017 and October 2017.   

Prior to the grand jury’s return of the Indictment, on or about September 29, 2017, 

the SEC filed a complaint (the “SEC Complaint”) against the defendant and the related entities, 

REcoin and Diamond.  The SEC Complaint made similar allegations against the defendant, his 

co-conspirators and the related entities (REcoin and Diamond) as the Indictment.1   

  

                                                 
1 The SEC Complaint alleged that from about July 2017 to September 29, 2017 (the date 

the complaint was filed), the defendant fraudulently raised at least $300,000 from investors through a 
number of material misrepresentations and deceptive acts related to investments in digital “tokens” or 
“coins” offered first by REcoin and then by Diamond.  SEC Complaint at ¶ 2; SEC v. Maksim Zaslavskiy 
et. al., Civil Docket No. 17-5725 (RJD).  The SEC Complaint also alleged that these tokens were illegal 
offerings of securities for which no registration statement was filed and no exception to registration was 
applicable.  Id. at ¶ 3.     
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II. REcoin 
 

A. The Solicitation 
 

As set out in the Indictment, in July 2017, the defendant and others began 

advertising the REcoin ICO.  The defendant and his co-conspirators made generalized 

solicitations for investments in REcoin using false and misleading statements posted on the 

internet, in press releases and on REcoin’s website.  See Indictment at ¶¶ 11-24.   

In press releases for REcoin, the defendant and his co-conspirators falsely 

advertised REcoin as a “new blockchain” cryptocurrency “backed by real estate investments in 

developed economies such as the United States, U.K., Switzerland, Australia, Canada and Japan.”  

Id. at ¶ 11.  REcoin was advertised as an “easily accessible financial platform through which 

people from all over the world [could] convert their savings into real estate backed currency for 

the potential of high returns or to protect their earnings from inflation.”  Id.  The defendant and 

his co-conspirators touted REcoin as backed by real estate investments “with some of the highest 

potential returns, such as short sales, foreclosures, rental properties and other related 

developments.”  Id.  

REcoin advertisements specifically stated that REcoin would be “managed, tracked 

and authenticated through blockchain technology,” and that “[a]n international team of attorneys 

and programmers have been working tirelessly on creating solutions for REcoin holders to allow 

them to enter smart contracts in real estate rent … developing the supporting ecosystem and 

creating partnerships with various Internet platforms.”2  These measures were advertised to lead 

to the “exponential increase of REcoin’s investment potential.”   

                                                 
2 Business Wire, REcoin Group Launches REcoin – the First Ever Cryptocurrency Backed 

by Real Estate (July 7, 2017, 2:00 PM), available at, 
https://www.businesswire.com/news/home/20170707005526/en/REcoin-Group-Launches-REcoin---
Cryptocurrency-Backed. 
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The initial fundraising period and pre-sale of REcoin tokens started on about 

August 7, 2017 and was scheduled to end on October 9, 2017.  Indictment at ¶ 13.  REcoin 

purportedly provided early investors with a fifteen percent discount on tokens.  Id.  The REcoin 

website allowed investors to purchase REcoin tokens using credit cards, online fund transfer 

services, such as PayPal, and digital assets, such as Bitcoin and Ether.  Id. at ¶ 12.  The REcoin 

website also had a counter near the top, which as of late August and early September 2017, stated 

that over 2.8 million “REC,” or REcoin tokens, had been purchased.  Id. at ¶ 13.  On August 9, 

2017, two days after the launch of the REcoin ICO, the defendant and his co-conspirators issued a 

press release advertising the supposed success of the ICO and stating that REcoin was “proving to 

be a raging success,” adding that since the launch of the ICO, REcoin had raised “over $1.5 million 

in direct RECoin token purchases,” and that “another $2.3 million is the projected earnings from 

real estate deals that are on the table as a result of the REcoin ICO success.”3  None of this, as the 

defendant would later admit, was true. 

The REcoin white paper (the “REcoin White Paper”), which investors could access 

from the REcoin website, made many of the same false representations as the REcoin press releases 

and proclaimed that REcoin was a way for investors to convert “their money into a more stable 

and secure investment: real estate.”  Exhibit 1 at 5 (REcoin White Paper).4  REcoin investors 

were told that the growth of their investments would come from both the appreciation of the 

                                                 
3 Press Release Jet, REcoin ICO is a hit from the start: the first ever crypto currency hedged 

by real estate is selling out in droves (August 9, 2017), available at, 
https://pressreleasejet.com/news/REcoin-ICO-is-a-hit-from-the-start-the-first-ever-crypto-currency-
hedged-by-real-estate-is-selling-out-in-droves.html.     
 

4 The REcoin White Paper provided in Exhibit 1 was the version of the White Paper that 
was posted on REcoin’s website from at least July 2017 until at least approximately August 17, 2017, well 
after the ICO commenced.  Within days after the SEC contacted the defendant, on or about August 15, 
2017, the defendant replaced the White Paper on the website with a new version similar to the one he now 
relies on in his motion.    
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underlying investments in real estate, as well as the supposed increase in demand for the tokens.  

Id.  The REcoin White Paper falsely stated that REcoin was led by an “experienced team of 

brokers, lawyers, and developers,” and that REcoin “invests its proceeds into global real estate 

based on the soundest strategies.”5  Id. at 8; Indictment at ¶¶ 14, 16.  The REcoin White Paper 

similarly falsely provided that “[t]he REcoin Purse [was] secured by the latest cryptocurrency  

tools . . .” and, as a result, that investors were actually purchasing digital tokens or coins.  Exhibit 

1 at 9; Indictment at ¶ 14.   

Individuals who wanted to invest in REcoin had to register on the REcoin website 

by providing an email address.  After potential investors provided their email addresses, they 

received periodic communications from the defendant using a REcoin email address and could 

contact the defendant and his co-conspirators.  Some communications with the defendant 

demonstrated that investors quickly began to realize the fraudulent nature of the scheme and 

requested their money back; some received a delayed response from the defendant, while others 

never heard back.   

As discussed below, the defendant was eventually questioned under oath by the 

SEC.  During his testimony, he admitted that the value of the REcoin token was not going to 

increase through real estate investments, see Exhibit 2, SEC Testimony Transcript at 120-21, 123, 

and that no team of experienced brokers, lawyers or developers had been hired by the defendant 

or REcoin, id. at 129-30.  In fact, no real estate had ever been purchased or even researched by 

the defendant or his co-conspirators.  Id. at 61, 80-81.  The defendant also admitted that REcoin 

investors did not obtain anything in exchange for their purchase, received nothing in their digital 

accounts and that no token was ever developed.  Id. at 12, 76-78.  Furthermore, according to the 

                                                 
5 REcoin’s website touted the defendant’s supposed “extensive expertise in real estate.”   
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defendant’s SEC testimony, REcoin did not sell anywhere near the number of tokens advertised 

on its website.  Id. at 25.   

B. The Defendant’s Communications with the SEC 
 

The defendant was first contacted by the SEC with respect to REcoin on August 

15, 2017.  In his initial communications, he told the SEC that he was searching for a lawyer and 

was traveling.  Not hearing back, the SEC staff attorneys emailed the defendant again on August 

29, 2017, and the defendant again wrote that he was traveling and would not return until September 

9, 2017.6  On September 14, 2017, after they had not heard back from the defendant, the SEC 

staff attorneys issued a formal subpoena for him to testify.  The SEC took the defendant’s 

testimony on September 20, 2017.   

III. Diamond  
 

On September 6, 2017, the defendant and his co-conspirators announced that they 

were changing their strategy from backing their offering with real estate to backing it with 

diamonds and announced the Diamond launch for September 7, 2017.  Numerous press releases 

discussed the new Diamond “tokenized membership.”  Indictment at ¶ 18.  The defendant and 

his co-conspirators described Diamond as “a brand new cryptocurrency designed for a broad range 

of financial transactions mainly focusing on operations with precious stones worldwide.”  Id.  

The advertisements indicated that DRC was “hedged by physical diamonds.”  Id.  One press 

release, issued on September 6, 2017, stated that “[a]ll REcoin holdings will be seamlessly 

converted into Diamond at the rates favorable to REcoin investors” and that “the [Diamond] 

                                                 
6 On September 1, 2017, the defendant incorporated DRC World Inc. in Puerto Rico.  On 

September 6, 2017, the defendant, using the REcoin email address, sent an email to his REcoin investors 
announcing Diamond.  In the email, the defendant made a number of false representations.  Press releases 
promoting Diamond began emerging on about September 7, 2017. 
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holders are now going to be able to use smart contracts not only in real estate but in every facet of 

commerce, in which the community is going to be engaged.”7   

Similarly, on September 11, 2017, Zaslavsky and his co-conspirators issued a press 

release on Reddit (the “Reddit Release”) stating that purchasers of Diamond were “entitled to all 

opportunities and benefits they were promised at the time of joining the REcoin community.”  

Indictment at ¶ 19.  The Reddit Release stated that the diamonds backing Diamond were 

“especially stored in secure locations in the United States and fully insured for their full value.”  

Id.  In his testimony to the SEC, the defendant reiterated that other than the different hedging and 

duration of the Diamond project, it was almost the same as REcoin.  See Exhibit 2 at 61-62.  The 

Reddit Release also touted Diamond’s supposed powering by blockchain technology.  Purchasers 

of REcoin could get a refund for their initial investment, and were offered a similar discount on 

Diamond tokens, as with the REcoin ICO.  Indictment at ¶ 19.  

In explaining the reasons for stopping the REcoin ICO and launching Diamond, the 

Reddit Release stated that the REcoin ICO had been very popular because “over $1.5 million in 

direct REcoin token purchases [were made],” and that another $2.3 million in expected earnings 

were generated as a result of the REcoin pre-sale success.  Indictment at ¶19.  In the Reddit 

release, the defendant blamed the U.S. government for interfering in the REcoin ICO by 

prohibiting REcoin from maintaining the level of liquidity of its real estate holdings that it 

allegedly needed to keep investments safe.       

In September 2017, the defendant and his associates launched the Diamond 

website.  Id. at 20.  The Diamond website allowed investors to purchase Diamond tokens in a 

                                                 
  7 EIN Presswire, REcoin Group rethinks hedging strategy, drops real estate in favor of 
physical diamonds, (September 6, 2017), available at, 
https://www.einpresswire.com/article/402308728/recoin-group-rethinks-hedging-strategy-drops-real-
estate-in-favor-of-physical-diamonds. 
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way that was similar to how they had purchased REcoin tokens.  Like the REcoin website, the 

Diamond website contained a white paper (“Diamond White Paper”), which provided that the 

goals of Diamond were to “offer unique opportunities and benefits” and to “indefinitely prolong 

the lifespan and development of [Diamond] to increase its liquidity [and] visibility, [as well as] 

enhance its credibility worldwide.”  Id. at 21; see also Exhibit 3 (Diamond White Paper), at 3.  

The Diamond White Paper claimed that Diamond would be “led by industry experts,” and that a 

group would be formed to, among other things, ensure that “all diamonds are purchased at the best 

possible price” and “perform strategic sale/purchase transactions which would benefit the 

[Diamond token], where 100% of the profit is reinvested back into diamonds.”  Exhibit 3 at 6.  

Diamond reserved the right to develop the club by taking actions including “development [of] the 

Diamond…infrastructure… .”  Exhibit 3 at 4.  

Just like with REcoin, individuals who wanted to invest in Diamond had to register 

on its website by providing an email address at which they received periodic communications.  In 

these emails, the defendant and his co-conspirators attempted to induce investors to purchase 

Diamond tokens by stating, for example, that Diamond “forecast[s] a minimum growth of 10% to 

15% per year.”  Indictment at ¶ 22.  The defendant also urged investors to buy Diamond coins 

and stated that “negotiations with different exchanges” were ongoing so that investors could trade 

Diamond coins “on external exchanges and make more profit.”  Id.    

Contrary to statements made in press releases and on Diamond’s website, the 

defendant admitted in his SEC testimony that he was never asked to shut down the REcoin ICO 

by the U.S. government, and that he instead did so on his own because it was “too risky” to invest 

in real estate.  Exhibit 2 at 12-13, 151.  As discussed above, the defendant admitted that the 

Reddit Release falsely stated that REcoin had sold over $1.5 million in REcoin tokens.  See 

Indictment at ¶ 23; Exhibit 2 at 25.  Furthermore, he admitted that there were no diamonds and 
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that neither he, nor anyone else working with him, had identified a storage location.  See 

Indictment at ¶ 23, Exhibit 2 at 97.  The defendant also admitted that no Diamond tokens or coins 

had ever been developed, and those investors who transferred funds from REcoin to Diamond were 

not given any coins or tokens in return.  Indictment at ¶ 23; Exhibit 2 at 55.   

ARGUMENT 
 

POINT ONE: THE RECOIN AND DIAMOND ICOS ARE SECURITIES 
 

I. Standard of Review 
 

The dismissal of an indictment is an “‘extraordinary remedy’ reserved only for 

extremely limited circumstances implicating fundamental rights.”  United States v. De la Pava, 

268 F.3d 157, 165 (2d Cir. 2001) (citations omitted); see also United States v. Dyman, 739 F.2d 

762, 768 (2d Cir. 1984) (dismissal of an indictment is “the most drastic remedy, and thus is rarely 

used”).  “An indictment returned by a legally constituted and unbiased grand jury . . . if valid on 

its face, is enough to call for trial of the charge on the merits.”  Costello v. United States, 350 U.S. 

359, 363 (1956).   

On a pre-trial motion to dismiss, the court must accept all factual allegations in the 

indictment as true, and must read them in the light most favorable to the government.  United 

States v. Alfonso, 143 F.3d 772, 776-77 (2d Cir. 1998); Boyce Motor Lines, Inc. v. United States, 

342 U.S. 337, 343 n.16 (1952).  An indictment “must be read to include facts which are necessarily 

implied by the specific allegations made.”  United States v. LaSpina, 299 F.3d 165, 177 (2d Cir. 

2002) (internal quotations omitted).   The question for the Court is whether the allegations in the 

indictment are sufficient to permit the jury to find that the defendant committed securities fraud.  

See United States v. Sampson, 371 U.S. 75, 76 (1962); see also United States v. Caronia, 576 F. 

Supp. 2d 385, 391 (E.D.N.Y. 2008) (Vitaliano, J.) (“The [court considering the motion to dismiss 

an information] may consider additional documents that have been submitted, but cannot give any 
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weight to contrary factual assertions made by the defendant.”), vacated and remanded on other 

grounds by 703 F.3d 149 (2d Cir. 2012); United States v. Martino, No. 00-CR-389, 2000 WL 

1843233 at *1 (S.D.N.Y. Dec. 14, 2000) (same).   

II. The ICOs Qualify As Investment Contracts and Are Subject to the Securities Laws 
 

REcoin and Diamond ICOs are “securities” because they are “investment 

contracts” within the meaning of the securities laws.  The defendant attempts to recast REcoin 

and Diamond, which he calls “cryptocurrencies,” as “currencies,” which are exempted from the 

definition of “securities.”  As discussed below, however, the law requires looking beyond the 

name of an instrument to determine whether it constitutes a security; it requires examining the 

economic reality of the investments as they were advertised.  The defendant and his co-

conspirators sought the investment of money in a common scheme, and promised purchasers of 

the tokens that they would receive a return on their investment.  Their offering was therefore a 

prototypical investment contract.  

A. Legal Framework for Investment Contracts 
 

Section 10(b) of the Securities Exchange Act of 1934 (the “Exchange Act”) makes 

it unlawful “[t]o use or employ, in connection with the purchase or sale of any security … any 

manipulative or deceptive device or contrivance in contravention of such rules and regulations as 

the [SEC] may prescribe as necessary or appropriate in the public interest or for the protection of 

investors.”  15 U.S.C. § 78j(b).  In order to state a claim for securities fraud under Section 10(b), 

the transaction at issue must involve a “security” as defined in Section 2(a)(1) of the Securities 

Act of 1933 (the “Securities Act”), 15 U.S.C. § 77b(a)(1), and Section 3(a)(10) of the Exchange 

Act, 15 U.S.C. § 78c(a)(10). Although the precise wording of the two definitional sections differ, 

the Supreme Court has consistently held that the definitions are virtually identical and the coverage 

of the two Acts may be considered the same.  See Marine Bank v. Weaver, 455 U.S. 551, 555 n.3 
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(1982).  Both definitional sections set forth numerous different instruments that may be 

considered securities, including an “investment contract.”   

An investment contract is an investment of money in a common enterprise with a 

reasonable expectation of profits to be derived solely from the entrepreneurial or managerial efforts 

of others.  See SEC v. Edwards, 540 U.S. 389, 393 (2004); SEC v. W.J. Howey Co., 328 U.S. 

293, 301 (1946).  The test for whether a transaction or scheme is an investment contract has come 

to be known as the “Howey test,” which has been applied in the criminal context.  See United 

States v. Leonard, 529 F.3d 83, 87-91 (2d Cir. 2008).  The Howey test is designed to be “flexible” 

and “capable of adaptation to meet the countless and variable schemes devised by those who seek 

the use of the money of others on the promise of profits.”  Howey, 328 U.S. at 299.  When courts 

analyze whether a transaction or scheme is a security, “form should be disregarded for substance 

and the emphasis should be on economic realit[ies]” underlying a transaction.  Tcherepnin v. 

Knight, 389 U.S. 332, 336 (1967); see also United Hous. Found., Inc. v. Forman, 421 U.S. 837, 

847-48 (1975) (Congress “sought to define ‘the term security in sufficiently broad and general 

terms so as to include within that definition the many types of instruments that in our commercial 

world fall within the ordinary concept of a security.’”) (quoting H.R. Rep. No. 85, 73d Cong., 1st 

Sess., 11 (1933)).  Congress defined a security broadly to encompass practically any instrument 

that might be sold as an investment.  Reves v. Ernst & Young, 494 U.S. 56, 60-61 (1990).  

“Congress painted with a broad brush” because “[i]t recognized the virtually limitless scope of 

human ingenuity” in creating investment enterprises.  Id.8   

                                                 
8 For example, courts have found the Howey test to be satisfied with regard to non-stock 

and non-debt interests in: orange groves in Howey itself; payphone leases, see Edwards, 540 U.S. at 389; 
licenses to sell dental products, see SEC v. Aqua-Sonic Products Corp., 687 F.2d 577, 582 (2d Cir. 1982); 
films, see Leonard, 529 F.3d at 87-91; and multi-level marketing. SEC v. Koscot Interplanetary, Inc., 497 
F.2d 473, 478-79 (5th Cir. 1974).  Notably, Howey has been satisfied where a promotor offered “virtual 
shares in an enterprise existing only in cyberspace.”  SEC v. SG Ltd., 265 F.3d 42, 44-59 (1st Cir. 2001).  
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Whether a common enterprise is an “investment contract” is a highly fact-specific 

determination.  Howey, 328 U.S. at 297 (“The legal issue in this case turns [on] a determination 

of whether, under the circumstances” there was an investment contract); Marine Bank, 455 U.S. 

at 560 n.11 (“Each [alleged investment contract] transaction must be analyzed and evaluated on 

the basis of the content of the instruments in question, the purposes intended to be served, and the 

factual setting as a whole.”); Aqua-Sonic Products Corp., 687 F.2d at 584 (the inquiry “necessarily 

turn[s] on the totality of the circumstances”); Leonard, 529 F.3d at 87-91 (finding an investment 

contract “upon consideration of the totality of the circumstances”).  As the Second Circuit stated 

in Leonard, a “case-by-case analysis” is especially appropriate where, as here, the investment is 

made in, ostensibly, a “relatively new, hybrid vehicle,” 529 F.3d at 88-89—in Leonard it was an 

LLC, here a purported ICO.   

B. Investors in the REcoin and Diamond ICOs Invested Money 
 

To satisfy the first prong of the Howey test and to determine whether an investment 

contract exists, the government must first show that the ICO involved an investment of money.  

328 U.S. at 301.  Like the overall Howey test, this prong is flexible: it is ordinarily satisfied by 

showing that investors gave up “some tangible and definable consideration in return for an interest 

that had substantially the characteristics of a security.”  See Int’l Bhd. Of Teamsters, Chauffeurs, 

Warehousemen and Helpers of Am. v. Daniel, 439 U.S. 551, 560 (1979).  The investment of 

“money” need not take the form of cash.  See, e.g., Uselton v. Comm. Lovelace Motor Freight, 

Inc., 940 F.2d 564, 574 (10th Cir. 1991) (“[I]t is well established that cash is not the only form of 

contribution or investment that will create an investment contract[.]”).9  

                                                 
9 Notably, the defendant fails to address head on the first prong of the Howey test.  See 

Defendant’s Motion at 12.   
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Here, the first prong of the Howey test is satisfied because investors in the ICOs at 

issue clearly invested money by purchasing tokens with credit cards, online payment transfers and 

virtual currency in return for a financial interest in REcoin and Diamond.  Investors paid the 

defendant and his co-conspirators approximately $300,000 using credit cards, digital assets and 

through online funds transfer services in exchange for purported tokens in the REcoin ICO, which 

he later tried to convert to the Diamond ICO.  Indictment at ¶¶ 12, 20.  See SEC v. Shavers, No. 

13-CV-416, 2013 WL 4028182, at *2 (E.D. Tex. Aug. 6, 2013) (holding that an investment of 

Bitcoin, a digital asset, meets the first prong of Howey); Uselton, 940 F.2d at 574 (“[T]he 

‘investment’ may take the form of ‘goods and services,’ or some other ‘exchange of value.’”) 

(internal citations omitted).  Investors expected that REcoin, and later Diamond, would provide 

investment returns.  Indictment at ¶¶ 14, 21.  Investors were paying money to participate in a 

venture and get returns on their investment; they were not purchasing an object of inherent value 

like real estate or diamonds.  See, e.g., Howey, 328 U.S. at 299 (holding that the transaction 

involved an investment contract because the companies at issue were offering something more 

than “fee simple interests in land;” they were offering “an opportunity to contribute money to share 

in the profits of a large citrus fruit enterprise”).  The first prong of the Howey test is clearly 

satisfied here because investors gave up some tangible and definable consideration in return for an 

interest that had substantially the characteristics of a security, as discussed in greater detail below. 

C. The ICOs Constituted a Common Enterprise 
 

The second prong of the Howey test is also easily satisfied.  The REcoin and 

Diamond ICOs constituted a common enterprise because the investors’ fortunes were pooled 

together so that all could share the profits and risks.  The defendant argues that the horizontal 

commonality component of this prong of the Howey test is not met because there was no pooling 
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of assets or pro-rata distribution of profits.  See Defendant’s Motion (“Def. Mot.”) at 13-14.  As 

set forth below, his argument, as applied to the facts in this case, is without merit.   

To satisfy the second prong of the Howey test, the government must show that both 

ICOs constituted a “common enterprise.”  328 U.S. at 298-99.  The Second Circuit has stated 

that a showing of “horizontal commonality” can establish a common enterprise within the meaning 

of Howey.  Revak v. SEC Realty Corp., 18 F.3d 81, 87 (2d Cir. 1994). Horizontal commonality 

is present when “the fortunes of each investor depend upon the profitability of the enterprise as a 

whole.”  Id.  This is usually the case when investors “pool[]” their investments in a common fund 

and receive profits on a pro-rata basis.  Id.  

The commonality element is met here because investors’ assets in both ICOs were 

all pooled together.  First, the defendant and his co-conspirators told investors in REcoin that their 

assets would be pooled together, and that all of the funds initially raised with REcoin would be 

invested in real estate.  Indictment at ¶ 11.  If the defendant and his co-conspirators were actually 

going to purchase real estate, which the government contends they never tried or intended to do, 

they would have necessarily had to pool investor funds to make the real estate purchases.  See In 

re Energy Sys. Equip. Leasing Securities Litig., 642 F. Supp. 718, 736 (E.D.N.Y. 1986) (finding 

horizontal commonality when investors “finance[ed] the promoters’ operations through their 

pooled funds” by “pre-paying fees . . . prior to the actual manufacture or delivery” of the service 

at issue).  This is the quintessential example of a common enterprise where more than 1,000 

investors purchased tokens in a venture for the very purpose of making their small investment 

grow in value as a result of the pooling of assets to purchase real estate in the case of REcoin and 

diamonds in the case of Diamond. 

The defendant’s contention that there was no pooling of assets because investors 

were free to supposedly exchange their tokens for “other currency, to purchase items, or to use the 
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tokens in the execution of smart contracts,” see Def. Mot. at 13, ignores the factual allegations in 

the Indictment, and is otherwise meritless.  As an initial matter, both the REcoin and Diamond 

tokens were worthless at the time of the offering and could never have been exchanged for other 

currencies or used to purchase anything.  Just as significantly, the defendant appears to ignore that 

securities can be sold in the market for other currencies, whether for U.S. dollars or many other 

currencies.   

The profits of each investor were also expected to be divided pro-rata.10 Each 

investor’s profits from the REcoin venture depended on the number of tokens they purchased.  

See SG Ltd., 265 F.3d at 51 (finding horizontal commonality and recognizing that it is sufficient 

that “each investor was entitled to receive returns directly proportionate to his or her investment 

stake,” “either for direct distribution or as an increase in the value of the investment”); see also 

SEC v. Infinity Grp. Co., 212 F.3d 180, 188-89 (3d Cir. 2000) (finding horizontal commonality 

where the “return on investment was to be apportioned according to the amounts committed by 

the investor” and was “directly proportional to the amount of that investment”).  All REcoin 

investors shared in the risks of the venture since the real estate investments the defendant and his 

co-conspirators promised could prove to be worthless, thereby decreasing the value of the REcoin 

token.  Similarly, the REcoin tokens could fail to increase in value, which would leave investors 

unable to resell their tokens in the secondary market in order to profit from their investment. 

As the REcoin whitepaper explained, the supposed REcoin token was “an attractive 

investment opportunity” because it would “grow[] in value.”  Indictment at ¶ 14.  The REcoin 

White Paper specifically stated that REcoin holders were “investors.”  See Exhibit 1 at 6.  

                                                 
10 The defendant suggests that horizontal commonality requires a pro-rata distribution of 

profits.  The Second Circuit has stated that horizontal commonality requires “pooling of assets,” which is 
usually combined with the pro-rata distribution of profits.  Revak, 18 F.3d at 87.  However, the Circuit 
has not held that such a distribution is necessary.  Nonetheless, as addressed above, there was pro-rata 
distribution here.    
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Similarly, purchasers were told that the appreciation of their investments in REcoin would come 

from both the appreciation of the underlying investments in real estate, as well as the supposed 

increase in demand for the tokens.  See id. at 5.  Therefore, investors in REcoin were purportedly 

going to share in the profits of the common enterprise through the appreciation of the real estate 

in which their pooled assets were invested because if the real estate value underlying the tokens 

appreciated the value of the token would appreciate.   

Furthermore, while no dividends were paid to investors, the defendant and his co-

conspirators represented that 100% of the REcoin profits would be reinvested in the venture, 

thereby allowing all to share equally in the purported benefits.  See id. at 8.  The defendant’s 

argument that the reinvestment of profits cuts against pro-rata distribution simply misses the point.  

See Def. Mot. at 13.  After all, the REcoin and Diamond tokens were to increase in value based 

on the success of the investments in real estate and diamonds, which were to be made by the 

defendant and his co-conspirators.  That reinvestment of profits to increase the value of the 

investment is exactly what is envisioned by the Howey test as a pro-rata distribution.  See SG 

Ltd., 265 F.3d at 51.  

Similarly, for Diamond, the defendant told investors that their assets would be 

pooled: the REcoin pooled assets would be converted into Diamond tokens, and then invested in 

actual diamonds.  Indictment at ¶¶ 19, 21.  Like REcoin, investors in Diamond were told that the 

appreciation in value of their investments would come from both the appreciation in underlying 

investments in diamonds as well as the “supposed increase in demand” for the coins.  Id.  As with 

REcoin, the defendant and his co-conspirators represented that profits from Diamond would be 

reinvested in the venture.  The defendant testified before the SEC that he and his co-conspirators 

planned to use 70% of the proceeds from the sales of the Diamond ICO to invest in diamonds, and 

the majority of the rest would be used to grow the business.  Exhibit 2 at 164.  Based on these 

Case 1:17-cr-00647-RJD-RER   Document 24   Filed 03/19/18   Page 20 of 39 PageID #: 141



17 
 

representations, it was reasonable for investors to believe that their investment would grow in 

value and that they would obtain profits pro-rata on their investment.  Finally, as with REcoin, 

investors shared in the risks of the venture because their Diamond tokens could prove to be 

completely worthless, as could the diamonds purchased by the defendant and his co-conspirators.   

The Second Circuit has also said that in the absence of horizontal commonality, 

which the government argues is fully satisfied here, strict vertical commonality may also be 

sufficient.  Revak, 18 F.3d at 87-88.  Strict vertical commonality is present when the investors’ 

fortunes in the venture are “tied” to the fortunes of the promoter.  Id. at 88.  While the Court does 

not need to reach this issue here, nor does the Second Circuit require it, the REcoin and Diamond 

ICOs also satisfy the strict vertical commonality test because investors’ fortunes in both ICOs were 

directly tied to the defendant’s profits.     

Both ICOs satisfy the strict vertical commonality test based on the defendant’s own 

characterizations of the schemes.  In both White Papers and in his testimony to the SEC, the 

defendant claimed that his profits from the venture would come from a “commission” he would 

receive when token holders “used” their tokens or sold them in a secondary market.  See Exhibit 

2 at 101-02, 167-70 (the defendant stated that he received a .5 percent commission once investors 

used or sold their tokens); Exhibit 1 at 17 (the defendant would direct “2% of all mined REcoins” 

to a charity of his choosing, along with a 6% commission off of every transaction); Exhibit 3 at 9 

(the defendant’s “Charitable Foundation Live Love Laugh Global” would receive a “2% annual 

emission [sic]” and a 7.5% “transaction commission” that would be designated for “various 

operations with membership tokens on the [Diamond] blockchain”).  Crucially for the strict 

vertical commonality test, the defendant’s profits would be “linked” to his investors’ ability to earn 

profits by subsequently exploiting their tokens’ value.  See Marini v. Adamo, 812 F. Supp. 2d 

243, 256 (E.D.N.Y. 2011).  The defendant’s commission in this scheme was ultimately tied to the 
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“successful performance of the investment,” therefore, satisfying the strict vertical commonality 

test.  See, e.g., In re J.P. Jeanneret Assocs., Inc., 769 F. Supp. 2d 340, 360 (S.D.N.Y. 2011) (strict 

vertical commonality test satisfied where investment manager was to be paid, in part, through a 

performance fee equal to 20% of the profits in the investment account).   

Based on the above, the REcoin and Diamond investments constituted a common 

enterprise.  

D. Investors Expected a Profit from the REcoin and Diamond ICOs Solely from the 
Efforts of the Defendant and His Co-Conspirators 

 
Investors in REcoin and Diamond expected profits, and those profits were derived 

from the managerial efforts of the defendant and his co-conspirators.  As alleged in the 

Indictment, the defendant promised investors in both REcoin and Diamond that he and others 

would make investments in real estate and diamonds using their expertise.  See Indictment at ¶ 

11, 14, 19, 21, 22.  Investors also relied on the defendant and his accomplices to develop the 

REcoin and Diamond tokens, creating an infrastructure for investors to trade and use the coins as 

advertised. 

As an initial matter, investors who purchased REcoin and Diamond tokens were 

investing in a common enterprise and reasonably expected to earn profits through the enterprise 

when they sent funds in exchange for tokens.  Howey, 328 U.S. at 298-99 (“[P]rofits” include 

“dividends, other periodic payments, or the increased value of the investment.”); Edwards, 540 

U.S. at 394; see also United Hous. Found., 421 U.S. at 852 (indicating that “profits” includes 

“capital appreciation resulting from the development of the initial investment”).  The various 

promotional materials disseminated by the defendant and his co-conspirators informed investors 

that REcoin and Diamond were for-profit entities such that the value of the investments would be 

expected to increase based on the profitability of the business.  See Indictment at ¶ 14.  The 
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defendant and his co-conspirators similarly touted the Diamond investment as a profit-making 

venture with the goal of growing Diamond and ensuring that investors could trade Diamond coins 

“on external exchanges and make more profit.”  Indictment at ¶ 22.  See also SG Ltd., 265 F.3d 

at 54 (discussing SEC v. C.M. Joiner Leasing Corp. and noting that in Joiner “economic 

inducements made by promoters in conjunction with the assignment of oil well leases transformed 

the financial instrument under consideration from a naked leasehold right to an investment 

contract”) (citing 320 U.S. 344, 348 (1943)).     

Furthermore, as required by the Howey test, investors’ profits in both ventures 

depended solely on the defendant’s efforts and the efforts of his cohorts.  328 U.S. at 299.  The 

Second Circuit does not interpret “solely” literally; instead, the test is “whether, under all the 

circumstances, the scheme was being promoted primarily as an investment or as a means whereby 

participants could pool their own activities, their money and the promoter’s contribution in a 

meaningful way.”  Leonard, 529 F.3d at 88 (citation omitted).  To satisfy this prong, the 

government must show that there was a reasonable expectation of a “passive” role for investors, 

rather than “significant investor control.”  Aqua-Sonic Products Corp., 687 F.2d at 582-85.  

In his brief, the defendant advances his vision of REcoin and Diamond—a vision 

that has no basis in reality—and attempts to paint with a broad brush, claiming that both REcoin 

and Diamond have characteristics “of a blockchain ecosystem,” a feature that neither investment 

had developed.  See Def. Mot. at 15-16.  The defendant argues that REcoin and Diamond sought 

out “stakeholders,” not investors, and that those stakeholders were intended to be professionals 

who would transact on the REcoin and Diamond ecosystem, thereby contributing to its value.  Id.   

However, in deciding a motion to dismiss an Indictment, the Court must look to the 

realities of REcoin and Diamond and what is alleged in the Indictment, not at the defendant’s 

misleading characterizations.  See, e.g., United States v. Finazzo, No. 10-CR-457 (RRM), 2013 
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WL 619571, at *2 (E.D.N.Y. Feb. 19, 2013) (in deciding a motion to dismiss a court must consider 

only the allegations in the indictment and not contrary factual assertions); Caronia, 576 F. Supp. 

2d at 390-91 (same).  Based on representations made by the defendant and his co-conspirators to 

investors in their myriad advertisements and communications, investors in REcoin and Diamond 

were primarily expected to be passive, not active participants.  Investors relied on the defendant 

and the other so-called professionals who were supposedly working with him to undertake the 

work necessary to establish the ecosystem, including purchasing of the underlying assets.     

As alleged in the Indictment, the defendant and his associates represented that the 

REcoin investment would “grow[] in value” based on the managerial efforts of others.  Indictment 

at ¶ 14.  Specifically, the REcoin White Paper specified that “REcoin is led by an experienced 

team of brokers, lawyers, and developers and invests its proceeds into global real estate based on 

the soundest strategies.”  Id.; Exhibit 1 at 8.  While, as the defendant admitted in his SEC 

testimony, no such team actually existed, see Exhibit 2 at 129-30, and no such investments were 

made, the commitments and representations made to investors show that investors were relying on 

the efforts of the defendant and others to grow their investment.  See Glen-Arden Commodities, 

Inc. v. Costantino, 493 F.2d 1027, 1034 (2d Cir. 1974) (finding that promoter’s “commitments and 

representations” in the form of guaranteed services and promised results induced investors to 

participate in the scheme, and that the scheme as a whole constituted an investment contract). 

Likewise, the defendant represented that the value of Diamond would grow based 

on the expertise of the promoters, including in choosing, pricing, securing and insuring physical 

diamonds.  Indictment at ¶¶ 19, 21.  The Diamond White Paper reserved certain rights “to carry 

out all necessary actions with the aim of creating and developing the [Diamond] image, and 

supporting its reputation…, including “[h]edging [Diamond] membership tokens by physical 

diamonds” and creating and developing “the [Diamond] infrastructure.”  See Exhibit 3 at 3-4.  
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Based on these representations alone, it was reasonable for investors to believe that the Diamond 

tokens they owned would be profitable through the efforts of the defendant and his co-conspirators.  

See Glen-Arden Commodities, Inc., 493 F.2d at 1035 (finding this prong satisfied when investors 

in whiskey relied on the promoter’s “utilization of their expertise in selecting the type and quality” 

of whiskey to be purchased).      

Moreover, the defendant promised investors that he and other experienced 

professionals working with him would develop an infrastructure for both REcoin and Diamond, 

which required the development of blockchain technology to facilitate token transactions; the 

establishment of a system for trading tokens on a secondary market; and the provision of benefits 

that would enhance the value of token ownership such as the ability to transact in smart contracts.11  

In addition to relying on the defendant’s efforts with regard to real estate and diamond investments, 

no investor or group of investors were able to develop the coins themselves or have them placed 

on a platform on which to trade the coins for profit.  Investors had no such expertise.  Rather, the 

defendant represented that he and others would use their expertise to undertake efforts to develop 

the coins and list them on exchanges, and the success of such efforts was among the sources of the 

investors’ purported returns.  Indictment at ¶¶ 11, 15, 22.  

With regard to REcoin, the defendant attracted investments by, for example, 

claiming in a press release that “an international team of attorneys and programmers have been 

working tirelessly on creating solutions for REcoin holders” which would “inevitably lead to the 

exponential increase of the REcoin’s investment potential.” 12   The defendant and his co-

                                                 
11 The Diamond White Paper explained that Diamond, presumably through the defendant 

and his co-conspirators, would create and develop the Diamond infrastructure.  See Exhibit 3 at 4. 
 
  12  See, e.g., Business Wire, REcoin Group Launches REcoin – the First Ever 
Cryptocurrency Backed by Real Estate (July 7, 2017, 2:00 PM), available at,  
https://www.businesswire.com/news/home/20170707005526/en/REcoin-Group-Launches-REcoin---
Cryptocurrency-Backed. 
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conspirators made similar statements with respect to Diamond, advertising their efforts to 

propagate Diamond as a new blockchain-based proprietary instrument that would increase the 

value of the Diamond token as a whole.  The defendant urged investors to buy Diamond based on 

efforts he and his co-conspirators were undertaking in “negotiating with different exchanges, so 

[investors] will be able to trade [Diamond] on external exchanges and make more profit.”  

Indictment at ¶ 22.13  See Cont’l Mktg. Corp. v. SEC, 387 F.2d 466, 470-71 (10th Cir. 1967) 

(efforts of scheme promoters to “develop” a “structure into which investors entered” was part of 

efforts to increase the value of investment). 

The defendant argues that the managerial efforts of others were not required for 

either REcoin or Diamond since real estate and diamonds are largely valued by market forces, 

among other factors.  See Def. Mot. at 17.  This argument misses the mark.  Merely because 

market forces may have some degree of impact on the value of real estate and diamonds, at some 

point, does not eliminate the promises made to investors by the defendant that he and his “team of 

brokers, lawyers and developers” were working to invest the proceeds of their solicitations before 

market forces ever came into play.  Indictment at ¶¶ 14, 16.  Here, as in Glen-Arden, “what was 

being sold was an investment entrusting the promoters with both the work and expertise to make 

the tangible investment pay off.”  493 F.2d at 1035; see also SEC v. Brigadoon Scotch Distrib., 

Ltd., 388 F. Supp. 1288, 1291-93 (S.D.N.Y. 1975).  Clearly investors expected that the defendant 

and his “team” were actually going to purchase the underlying assets and manage those assets 

using their expertise before market forces ever came into play.   

                                                 
 

13 Investor communications indicate that, at times, the defendant personally emailed with 
investors to provide updates about the efforts he and others were undertaking.  Indictment at ¶ 15.   
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The defendant also argues that the impact of managerial efforts on the value of the 

tokens would have decreased since REcoin investors had limited voting rights on investment 

decisions that could affect five percent of the REcoin market value.14  See Def. Mot. at 17.  

Notably, other than these limited and illusory voting rights, the defendant and his co-conspirators 

were solely responsible for all other REcoin business decisions.15  And even if some limited 

investor voting rights are available to help make an enterprise profitable, those rights do not equate 

with a promoter’s significant managerial efforts or control over the enterprise, as is the case here.16   

The defendant and his co-conspirators “decided almost every significant issue” 

with regard to the real estate and diamond investments.  Leonard, 529 F.3d at 90.  The investors 

“could not reasonably be believed to be desirous or capable of undertaking” the real estate or 

diamond investments “on their own,” and thus had to rely on the managerial expertise of the 

defendant and his co-conspirators.  Aqua-Sonic Products Corp., 687 F.2d at 583-84 (investors had 

no experience with dental supplies).  In fact, the very reason that the defendant advertised the 

expertise of those working with him was that investors he was seeking to entice did not have any 

                                                 
14 Diamond purchasers had no similar voting rights. 
  
15 The voting rights have a cursory mention in the offering materials and little information 

is provided about how this process would work.  Furthermore, more than 1,000 investors purchased 
REcoin tokens, therefore, any voting rights they may have exercised would have been negligible.  See 
Leonard, 529 F.3d at 89-90 (while some offering materials appeared to provide for investor control, “[i]n 
actuality, however, the [investors] played an extremely passive role in the management and operation of 
the companies”).  

 
16 See, e.g., SEC v. Glenn W. Turner Enter., Inc., 474 F.2d 476, 482 (9th Cir. 1973) 

(finding that a multi-level marketing scheme was an investment contract and that investors relied on the 
promoter’s managerial efforts, despite the fact that investors put forth the majority of the labor that made 
the enterprise profitable, because the promoter dictated the terms and controlled the scheme itself); Long 
v. Shultz, 881 F.2d 129, 137 (5th Cir. 1989) (“An investor may authorize the assumption of particular risks 
that would create the possibility of greater profits or losses but still depend on a third party for all of the 
essential managerial efforts without which the risk could not pay off.”).  See also generally SEC v. Merch. 
Capital, LLC, 483 F.3d 747 (11th Cir. 2007) (finding an investment contract even where voting rights were 
provided, explaining that the voting process gave investors a limited voting right and information to make 
their decisions).   
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experience with real estate or diamonds.  Id.; accord Leonard, 529 F.3d at 89 (investors had no 

experience with film or entertainment).  Like the investors in Howey, who relied on the efforts of 

the promoters because they lacked “experience requisite” for the cultivation of oranges, investors 

in REcoin and Diamond, who were dispersed all over the world, necessarily lacked any expertise 

with real estate and diamonds.  Nor did they have the expertise necessary to build the platform 

that the defendant promised, complete with the ability to transact using smart contracts, as the 

defendant advertised.  328 U.S. at 296, 299-300.  Investors were instead attracted “by the 

prospects of a return on their investment” from others’ expertise and management.  Id. at 300.    

II.      REcoin and Diamond are Not Currencies 
 

The defendant also invites the Court to broadly shield from the Exchange Act and 

the Securities Act (collectively, the “Securities Acts”) any offering that an issuer labels a 

“cryptocurrency.”  In his view, instruments carrying that name—including the worthless REcoin 

and Diamond certificates he sent to about 1,000 unwitting investors—necessarily constitute 

“currency” within the meaning of 15 U.S.C. § 78c(a)(10).  It is a position that carries broad 

implications, but comes with no support.    

As discussed in detail above, the Securities Acts define “security” in purposefully 

broad terms through a long list of instruments.17  The definition narrowly exempts “currency or 

any note, draft, bill of exchange, or banker’s acceptance, which has a maturity at the time of 

issuance of not exceeding nine months, exclusive of days of grace, or any renewal thereof the 

                                                 
17 See, e.g., Tcherepnin, 389 U.S. at 336 (“[W]e are guided by the familiar canon of 

statutory construction that remedial legislation should be construed broadly to effectuate its purposes.   
The Securities Exchange Act quite clearly falls into the category of remedial legislation.”); Ruefenacht v. 
O’Halloran, 737 F.2d 320, 326 (3d Cir. 1984) (noting the parallels between the Securities Acts and 
observing that the legislative history to Section 2(1) of the Securities Act indicates that Congress cast the 
definition of security “‘in sufficiently broad and general terms so as to include within that definition the 
many types of instruments that in our commercial world fall within the ordinary concept of a security.’” 
(quoting H.R. Rep. No. 85, 73d Cong., 1st Sess. 11 (1933)).   
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maturity of which is likewise limited.”  15 U.S.C. § 78c(a)(10).  Looking to the list of 

exemptions, the defendant seizes on the term “currency” because it resembles the word 

“cryptocurrency”—the type of investment he purports to have sold, though he often labeled it a 

token or membership as well.  See Def. Mot. at 8 (“It seems almost redundant to contend that 

cryptocurrencies are currencies.”).   

But by focusing on the name of the offering rather than its economic substance the 

defendant disregards the settled principle that, “[b]ecause securities transactions are economic in 

character Congress intended the application of these statutes to turn on the economic realities 

underlying a transaction, and not on the name appended thereto.”  United Hous. Found. Inc., 421 

U.S. at 849; see also Reves, 494 U.S. at 61-62 (“In discharging our duty, we are not bound by legal 

formalisms, but instead take account of the economics of the transaction under investigation . . . 

Congress’ purpose in enacting the securities laws was to regulate investments, in whatever form 

they are made and by whatever name they are called.”).  Indeed, REcoin and Diamond are no 

more a currency than are rare coins, the sale of which the Honorable Joseph F. Bianco recently 

held to be “securities.”  Marini v. Adamo, 995 F. Supp. 2d 155, 185-86 n.19 (E.D.N.Y. 2014) 

(holding that “there was a factual basis” for a sale of rare coins meeting the Howey test even if the 

parties had not stipulated that it constituted a “security”).   

The superficial resemblance in its label is the only similarity between 

REcoin/Diamond and currency.  The term “currency” is not defined in the Securities Acts.  In 

the absence of statutory definitions, the Second Circuit has routinely turned to the Black’s Law 

Dictionary.18  And Black’s Law Dictionary defines “currency” as an “item (such as a coin, 

                                                 
18  See, e.g., Travelers Ins. Co. v. Carpenter, 411 F.3d 323, 334 (2d Cir. 2005) (“To 

determine the ordinary meaning of an undefined statutory term, we turn first . . . to Black’s Law 
Dictionary.”).  See also Rothstein v. Am. Int’l Grp., Inc., 837 F.3d 195, 206 (2d Cir. 2016) (referring to 
the Black’s Law Dictionary for a securities term not defined in an agreement).   
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government note, or banknote) that circulates as a medium of exchange.”  Black’s Law Dictionary 

(10th ed. 2014).  This definition also references “legal tender,” which is the “money (bills and 

coins) approved in a country for the payment of debts, the purchase of goods, and other exchanges 

for value.”  Id.  Finally, a “medium of exchange” is “[a]nything generally accepted as payment 

in a transaction and recognized as a standard of value.”  Id. 

Courts have echoed these definitions by interpreting the currency exemption as 

including only legal tender (which even the defendant concedes REcoin and Diamond were not) 

or its equivalent, like a cash substitute.  See, e.g., Hendrickson v. Buchbinder, 465 F. Supp. 1250, 

1252-53 (S.D. Fla. 1979) (“The plaintiffs at bar can expect nothing other than the amount of money 

they deposited with accrued interest at a contracted rate . . . a certificate of deposit issued in 

exchange for currency is not encompassed within the section because currency is not a security.”); 

C.N.S. Enter., Inc. v. G. & G. Enter., Inc., 508 F.2d 1354, 1363 (7th Cir. 1975) (“The third note 

for $5,000 was an earnest money deposit subsequently redeemed.  This note served for a time as 

a cash substitute.  Since the security definition of the [Exchange] Act ‘shall not include currency,’ 

this document does not confer jurisdiction.”).19   

The defendant has not identified a single case where a court has gone beyond these 

contours to include instruments that could not be used as legal tender.  In fact, one case he cites, 

Procter & Gamble Co. v. Bankers Tr. Co., 925 F. Supp. 1270 (S.D. Ohio 1996), see Def. Mot. at 

7, states just the opposite.  The court in Procter interpreted Ohio’s Blue Sky law’s definition of 

“security” and found that a swap agreement (an agreement to exchange cash flow over a period of 

                                                 
19 See also Burrus v. MacKethan, 537 F.2d 1262, 1264 (4th Cir. 1976) (“In both form and 

substance [a certificate of deposit] is essentially an evidence of indebtedness, and only in that sense is it a 
promise to pay.  Its fundamental character is ejusdem generis as, and not distinguishable in any significant 
way from, a pass-book issued by a savings bank, and it is hardly arguable that savings bank account books 
are securities rather than the equivalent of currency.”), superseded by 545 F.2d 1388 (4th Cir. 1976). 
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time) tied to the value of German currency was not itself currency because it “entitled no one to 

any amount of German currency.”  Id. at 1284.  Like the swap agreement in Procter, REcoin and 

Diamond did not entitle investors to any money.  In fact, the certificates the defendant’s investors 

received were entirely illiquid, even within the defendant’s “ecosystem.”     

Applying this definition of “currency” discloses at least two ways in which REcoin 

and Diamond fall short.  First, as alleged in the Indictment, neither REcoin nor Diamond had any 

value—no token or coin was ever developed, see Indictment at ¶¶ 16, 23, and, contrary to 

representations made by the defendant and his co-conspirators, neither REcoin nor Diamond were 

ever backed by real estate holdings or diamonds.  See id.  Instead, investors received worthless 

certificates that were not “generally accepted as payments” (a condition precedent to be a “medium 

of exchange”) anywhere—in the physical or digital world.  Second, as described above, the 

defendant marketed his tokens as an “attractive investment opportunity” that “grows in value,” not 

just an aspiring substitute for cash, like other digital currencies that he now touts in his brief.  

Compare id. at ¶ 14, with Def. Mot. at 8-9.20   

In short, the defendant ignores the economic reality and the allegations in the 

Indictment, choosing to focus instead on how some other digital asset—not REcoin or Diamond 

tokens—could function as a medium of exchange.  The defendant talks, for example, about 

purchasing “lunch, or a hotel room, or even a new set of living furniture” and shopping at 

Overstock.com and Subway, all using cryptocurrency.  Def. Mot. at 9.  But none of these items 

could ever be purchased with REcoin or Diamond tokens; Overstock.com did not accept a REcoin 

or Diamond token as a form of payment, much less take the paper certificate that he sent to 

                                                 
20  For purposes of the defendant’s motion, the Court need not decide whether any 

cryptocurrency or other digital asset could escape the definition of “security” by fitting into the “currency” 
exemption. 
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investors.  In other words, even if some cryptocurrency—which achieves the utopian potential 

painted by the defendant—could be considered “currency,” it is certainly not REcoin or Diamond 

tokens.   

POINT TWO: THE SECURITIES ACTS ARE NOT VAGUE AS APPLIED TO THE RECOIN 
AND DIAMOND ICOS 

 
Finally, the defendant invites this Court to be the first to declare the Securities Acts 

unconstitutionally vague (either facially or as-applied).  Def. Mot. at 18.  For close to a century 

these laws have withstood close scrutiny, including over purported vagueness.  The Second 

Circuit, for example, long ago held that the term “investment contract”—which encompasses 

REcoin and Diamond—is not void for vagueness, “[i]n light of the many Supreme Court decisions 

defining and applying the term.”  SEC v. Brigadoon Scotch Distrib. Co., 480 F.2d 1047, 1052 n.6 

(2d Cir. 1973); see also United States v. Bowdoin, 770 F. Supp. 2d 142, 148 (D.D.C. 2011) (“The 

lineage of the term [investment contract] is too long and well-recognized for Mr. Bowdoin’s 2011 

claim of unconstitutional vagueness to stand.”); United States v. Farris, 614 F.2d 634, 642 (9th 

Cir. 1979) (“It is too late in the day more than 32 years after the Supreme Court’s decision in 

[Howey] to say that the term ‘security’ is impermissibly vague.”).  The defendant nevertheless 

argues that this time-tested and flexible law is vague as applied to him.  

“When the challenge is vagueness as-applied, there is a two-part test: a court must 

first determine whether the statute gives the person of ordinary intelligence a reasonable 

opportunity to know what is prohibited and then consider whether the law provides explicit 

standards for those who apply it.”  Farrell v. Burke, 449 F.3d 470, 486 (2d Cir. 2006) (Sotomayor, 

J.) (internal quotation marks omitted)).  “Importantly, it is not only the language of a statute that 

can provide the requisite fair notice; judicial decisions interpreting that statute can do so as well.” 

United States v. Smith, 985 F. Supp. 2d 547, 588 (S.D.N.Y. 2014) (collecting Supreme Court and 
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Second Circuit authority).  Whether by statute or judicial gloss, “a law need not achieve 

meticulous specificity, which would come at the cost of flexibility and reasonable breadth.” 

Dickerson v. Napolitano, 604 F.3d 732, 747 (2d Cir. 2010) (internal quotation marks omitted).   

“[W]ith respect to the due process concern of arbitrary enforcement, a statute 

certainly will not be deemed unconstitutionally vague if as a general matter, it provides sufficiently 

clear standards to eliminate such a risk.”  United States v. Farhane, 634 F.3d 127, 139 (2d Cir. 

2011) (internal quotation marks omitted).  “But even in the absence of such standards, a statute 

will survive an as-applied vagueness challenge if the conduct at issue falls within the core of the 

statute’s prohibition, so that the enforcement before the court was not the result of the unfettered 

latitude that law enforcement officers and factfinders might have in other, hypothetical 

applications of the statute.”  Id. at 139-40 (internal quotation marks omitted).   

The Securities Acts comfortably survive what is essentially a repackaged facial 

attack of the intentionally broad and flexible definition of “security.”  See Brigadoon Scotch 

Distrib. Co., 480 F.2d at 1052 n.6; accord Glen-Arden Commodities, Inc., 493 F.2d at 1029 

(rejecting as “untenable” the argument that the “term ‘investment contract’ in the statutory 

definition of the term ‘security’ in the federal securities laws was void for vagueness”).    

  Like many others ultimately convicted of securities fraud, the defendant enticed 

investors on the internet to send him money to buy an asset—a “token,” “membership” or 

“cryptocurrency,” as he called it—that he promised would earn handsome returns, annual profits 

of nine to 67% (for REcoin).  The defendant called his offering an “ICO,” a new investment model 

named similarly to an initial public offerings of stock—an undisputable security21—or “IPOs.”  

As discussed in detail above, see Point One, the defendant and his co-conspirators promised 

                                                 
21 See, e.g., Reves, 494 U.S. at 62 (identifying stocks as instruments “obviously within the 

class Congress intended to regulate”).   
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REcoin and Diamond as valuable investment opportunities.  The defendant touted this “REcoin 

ICO” to be a “hit from the start,” fraudulently claiming millions in purchases and projected 

earnings.  See supra note 3.  The defendant’s Diamond offering was much of the same, though it 

promised a more modest, albeit still misleading prediction, of 10 to 15 percent growth.  Indictment 

at ¶ 22.     

  The defendant had more than sufficient notice that this conduct constituted 

securities fraud.  Through a rich body of case law beginning in 1946 with Howey, the definition 

of an “investment contract” has been outlined, explained and refined.  See Smith, 985 F. Supp. 2d 

at 588 (observing that judicial interpretations contribute to providing notice).  The defendant’s 

offerings, as analyzed above, comfortably fit within that definition.  For this reason alone, the 

defendant fails the notice prong of the vagueness inquiry.   

  Moreover, the Second Circuit in United States v. Roberts, 363 F.3d 118, 123 (2d 

Cir. 2004), instructed courts to treat a challenge to any statute with a scienter requirement with an 

additional “measure of skepticism.”  See, e.g., United States v. Teyibo, 877 F. Supp. 846, 861 

(S.D.N.Y. 1995) (listing the elements of securities fraud under 15 U.S.C. § 78j(b) to include 

participation in the scheme to “defraud knowingly, willfully and with intent to defraud”).  If the 

defendant shows that “he held an honest belief that his conduct was not improper or unlawful,” 

then he would be entitled to a judgment of acquittal.  United States v. Litvak, 808 F.3d 160, 190 

(2d Cir. 2015) (vacating conviction because the defendant was not permitted to introduce evidence 

regarding his intent to defraud).  A conviction, on the other hand, would necessarily mean that the 

government proved beyond a reasonable doubt that the defendant knowingly, willfully and 

intentionally committed securities fraud—a level of scienter and burden of proof that far exceed 

the fair notice requirement of due process.   
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  What is more, there is evidence that the defendant was, in fact, on notice that he 

was subject to the securities laws.  See Roberts, 363 F.3d at 123 (“That skepticism is further 

buttressed by the government’s proffer that the defendants actually believed what they were doing 

was illegal.” (citing United States v. Washam, 312 F.3d 926, 930 (8th Cir. 2002) (finding “appeal” 

in the government’s argument that “actual notice” by the defendant of the illegality of his actions 

defeated the argument about the statute’s vagueness)).  On August 9, 2017—just two days after 

the planned REcoin ICO and prior to his Diamond offering—an investor asked the defendant about 

his compliance with securities law: “You mention that REcoin is in full compliance with US laws, 

can you be able to provide me with a copy of your compliance with SEC laws?”  The investor 

was referring to the REcoin White Paper, which stated, under a guarantees-to-investors section: 

“REcoin’s activities are in full compliance and governed by United States law.”  Exhibit 1 at 9.  

The defendant or his co-conspirators responded in sum and substance that the investor had nothing 

to worry about with respect to legal compliance.22  The SEC also contacted the defendant as early 

as August 15, 2017 requesting information about the REcoin ICO.  The defendant wrote that he 

planned to hire an attorney, but instead proceeded with the Diamond ICO.   

  After the direct inquiry from an investor about compliance with securities law and 

communication with the SEC, the defendant issued a misleading press release (which he would 

later admit in his SEC testimony was a “fuck up,” Exhibit 2 at 151) to REcoin investors.  In the 

press release, the defendant claimed that the government interfered with the wild success of 

REcoin: “[i]n no uncertain terms,” he wrote, falsely, the government “let us know that we’re not 

                                                 
22 Specifically the response indicated that “[t]here were [sic] just mention of SEC.  We 

have no compliance [sic] with US law and there would be no problems to you.”  When the defendant 
ultimately testified before the SEC, he admitted that the statement about his compliance with the law was 
just his own belief; he had not, contrary to what he promised to investors, hired any lawyers.  See Exhibit 
2 at 131-32.   
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allowed to take steps to maintain the level of liquidity of our real estate holdings. . . .”  On 

September 6, 2017, the defendant announced he was “switching strategies” by offering investors 

the opportunity to switch to Diamond—a continuation of the same fraud.  In short, the defendant 

was on actual notice that his conduct was regulated by securities law but decided that this law can 

be ignored, and that he can continue lying to his investors.  

  The defendant also fails the second prong of the vagueness analysis.  It is difficult 

to imagine conduct that is any closer to the “core of the [Securities Acts’] prohibition” than 

deliberate lies to investors about the risk and rewards of an investment opportunity.  Farhane, 634 

F.3d at 139.  As the defendant acknowledges, the SEC issued a report—along with other executive 

statements on cryptocurrencies—23 before the defendant’s ICOs, outlining the application of 

securities law to ICOs—thus adding an unusual level of transparency.  Having had fair notice, he 

should not be heard complaining that his prosecution is surprising or arbitrary.  Cf.  Advance 

Pharm., Inc. v. United States, 391 F.3d 377, 397 (2d Cir. 2004) (“[B]usinesses, which face 

economic demands to plan behavior carefully, can be expected to consult relevant legislation in 

advance of action.  Indeed, the regulated enterprise may have the ability to clarify the meaning of 

the regulation by its own inquiry, or by resort to an administrative process.”) (internal citation and 

quotation marks omitted)).   

                                                 
23 See, e.g., Report of Investigation Pursuant to Section 21(a) of the Securities Exchange 

Act of 1934: The DAO, SEC Release No. 81207 (July 25, 2017), available at 
https://www.sec.gov/litigation/investreport/34-81207.pdf; Press Release, SEC, SEC Issues Investigative 
Report Concluding DAO Tokens, a Digital Asset, Were Securities (July 25, 2017), available at 
https://www.sec.gov/news/press-release/2017-131; Investor Bulletin: Initial Coin Offerings, SEC (July 25, 
2017), available at https://www.investor.gov/additional-resources/news-alerts/alerts-bulletins/investor-
bulletin-initial-coin-offerings; Statement, SEC, Div. of Corporate Finance and Enf’t (July 25, 2017), 
available at https://www.sec.gov/news/public-statement/corpfin-enforcement-statement-report-
investigation-dao; Press Release, IRS, IRS Virtual Currency Guidance: Virtual Currency is Treated as 
Property for U.S. Federal Tax Purposes (Mar. 25, 2014), available at https://www.irs.gov/newsroom/irs-
virtual-currency-guidance.  
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The defendant argues that his offerings were unique, that REcoin and Diamond fell 

into a special “asset class that have never before existed,” and that the attempt to regulate this new 

and “potentially transformative technologically advanced asset class” with an 80-year-old law is 

“troubling.”  Def. Mot. at 19-20.  According to him, cryptocurrency issuers are at sea in 

determining whether their work runs afoul of the Securities Acts.  Id.  He quotes the SEC’s report 

but calls it “nebulous,” in part because it requires looking behind the label of the security, at its 

substance.  See Def. Mot. at 22 (quoting the SEC Chairman’s statement that “simply calling 

something a ‘currency’ or a currency-based product does not mean that it is not a security”).     

  The defendant’s position once again ignores reality and precedent.  First, his 

suggestion that an 80-year-old law, having withstood the test of time (just like the 229-years-old 

United States Constitution on which he basis his attack against the Securities Acts) is stopped in 

its tracks by the sheer novelty of cryptocurrency, Def. Mot. at 20, is meritless.  The defendant 

pays lip service to the Supreme Court’s emphasis on the Securities Acts’ most salient quality—

“flexibility . . . capab[ility] of adaption to meet the countless and variable schemes devised by 

those who seek the use of the money of others on the promise of profits.”  Howey, 328 U.S. at 

299.  By emphasizing elasticity in the regulation of securities, Congress and the Supreme Court 

predicted that issuers, like the defendant, would devise new instruments to guarantee profits—or, 

more accurately, repackage the same type of empty promises into financial instruments with fresh 

labels.  Due process in no way limits this elasticity; in fact, the Supreme Court’s vagueness 

jurisprudence has long been marked by “flexibility and reasonable breadth” over “meticulous 

specificity.”  Grayned v. City of Rockford, 408 U.S. 104, 110 (1972); accord Napolitano, 604 

F.3d at 732.  

  The defendant continues to point to other digital assets and “would-be developers,” 

Def. Mot. at 19, who, he alleges, are harmed by uncertainty of the “nebulous” laws and guidelines.  

Case 1:17-cr-00647-RJD-RER   Document 24   Filed 03/19/18   Page 37 of 39 PageID #: 158



34 
 

But the question is not whether the laws are vague as to those individuals or to all cryptocurrencies; 

it is about fair notice to the defendant about the legality of his particular “investment opportunity.”   

See United States v. Persky, 520 F.2d 283, 288 (2d Cir. 1975) (explaining that it is not “appropriate 

for [the defendant] to challenge the vagueness of [a statute] on behalf of those whose conduct 

would be more ambiguous but who are not before us”).  That is why there is nothing “troubling,” 

Def. Mot. at 21, about fact-finding by a jury as to whether the defendant committed securities 

fraud, part of which inquiry is whether REcoin and Diamond—not any other offering—is a 

“security.”24     

  The defendant also complains the SEC has not made a global determination of 

whether cryptocurrencies are securities.  Def. Mot. at 22.   But that approach—looking to the 

substance of the offerings rather than to its labels—is, as noted above, the only one consistent with 

the securities law.  See, e.g., United Hous. Found. Inc., 421 U.S. at 849 (“Congress intended the 

application of these statutes to turn on the economic realities underlying a transaction, and not on 

the name appended thereto.”).  It is not surprising then, that none of the cases cited by the 

defendant, Def. Mot. at 23, are from the securities context, an area in which courts have repeatedly 

emphasized the need for flexibility.  See, e.g., Howey, 328 U.S. at 299; Grayned, 408 U.S. at 110.   

   For these reasons, the defendant’s vagueness challenge should be rejected.  

  

                                                 
24 See, e.g., Marini, 812 F. Supp. 2d at 261 n.15 (“[B]ecause it is not clear based on the 

current record whether the transactions at issue here involved ‘securities,’ it consequently is unclear whether 
defendants’ alleged conduct is ‘actionable’ under the securities laws.  Therefore, the Court is unable to 
determine [definitively] at this stage of the litigation—i.e., prior to a jury’s determination on the question 
of whether the transactions here were investment contracts[.]”).   

Case 1:17-cr-00647-RJD-RER   Document 24   Filed 03/19/18   Page 38 of 39 PageID #: 159



35 
 

CONCLUSION 
 

For the reasons stated herein the defendant’s motion to dismiss the Indictment for 

lack of subject matter jurisdiction and on vagueness grounds should be denied.   

 

Dated: Brooklyn, New York 
 March 19, 2018 
 

Respectfully submitted, 
 
RICHARD P. DONOGHUE 
United States Attorney 
 
/s/ Julia Nestor                          
Julia Nestor 
Andrey Spektor 
Assistant U.S. Attorneys 
(718) 254-6297/6475 

 
Enclsoures 
 
Cc: Clerk of the Court (RJD) (By ECF) 
 Mildred Whalen, Esq. (By E-mail) 
 Len Kamdang, Esq. (By E-mail)   
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ABOUT RECOIN

REcoin is an upcoming 
cryptocurrency backed 
by secure real estate 
investments in the world’s 
most advanced 
economies. It wil l  allow 
investors from all over the 
world to convert their 
currency and savings into 
a stable inflation-proof 
cryptocurrency. REcoin is 
founded by humanitarian 
and entrepreneur Maksim 
Zaslavskiy.

01

Case 1:17-cr-00647-RJD-RER   Document 24-1   Filed 03/19/18   Page 2 of 19 PageID #: 162



EXECUTIVE SUMMARY

REcoin provides both investors and the average person a safer, more secure 
and superior alternative to storing their wealth in low interest bank accounts.

RECoin is a new cryptocurrency alternative designed to accommodate a wide range of financial 
transactions and investment goals. Its security is ensured through the use of one of the soundest and 
most reliable currency backings there is: real estate. 
 
Many of those who are looking to invest their earnings face the dilemma of putting their savings into 
low interest rate bank accounts or lacking other investment alternatives due to a lack of l iquidity. 

The world’s most widely used currencies such as the Euro or U.S. dollar are no longer backed by 
commodities. REcoin is backed by real estate investments in countries with a developed and stable 
economy such as the United States, Canada, the U.K., Switzerland, Japan.
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THE CURRENCY PROBLEM 

Currency is any medium of exchange for the payment of goods and services. State-issued 
currencies such as the U.S. dollar or euro are backed by the governments that issue them and 
declared to be legal tender for the payment of debts. 

There have been no real assets backing the world’s major state-issued currencies since 1971 
when the United States effectively ended the gold standard.

Since this t ime, every major currency in the world has had nothing backing it other than
government decree and the faith of the public in that currency’s purchasing power. 
 

Central banks attempt to influence the value of these currencies by altering the 
supply of money and interest rates. 

Many economists see this as a fundamental flaw of the world’s major currencies, 
making them susceptible to a constantly declining value and potential collapse.
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“ “
Case 1:17-cr-00647-RJD-RER   Document 24-1   Filed 03/19/18   Page 4 of 19 PageID #: 164



THE SOLUTION - RECOIN

REcoin is a new cryptocurrency powered 
by blockchain technology offering stabil ity 
and a superior alternative to storing 
savings in the form of a major currency. 

All of the funds init ially raised with REcoin 
and 83% of its value mined from the next 
50 years of its emission are invested into 
real estate in some of the most stable 
countries/economies in the world.

Cryptocurrencies such as REcoin are 
digital currencies which use cryptography 
for their security. They are diff icult to 
counterfeit as a result. They are not 
susceptible to government or central bank 
manipulation.
 
Confidence in cryptocurrencies and their 
popularity has grown tremendously in the 
past decade since Bitcoin was first 
launched in 2009.

04
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HOW DOES RECOIN WORK?

REcoin users purchase the REcoin 
currency as an alternative to storing 
their savings bank accounts or other 
options, converting their money into 
a more stable and secure investment: 
real estate. 

The value of the currency can grow 
at least two ways: through the steady 
increasing value of the real estate 
investments that REcoin is used to 
purchase, and a higher REcoin value 
when the demand for REcoin rises.

The management of the REcoin 
supply and its security is guaranteed 
through the latest blockchain 
cryptocurrency technology. 

REcoin offers its users an easy and 
intuitive buying and sell ing process, 
and furthermore it is designed to be 
easily used as a currency alternative 
for a full range real estate 
transactions and services.

05
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WHO WILL USE RECOIN?

REcoin can be used for real estate transactions, as well as everyday online purchases. REcoin 
is a currency you can use to buy anything you need.

REcoin holders are not just investors, they are also users. REcoin offers an attractive investment 
opportunity and mode of payment for online real estate transactions. The most common REcoin 
users are defined below:
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Anyone in the world can purchase REcoin to convert their country’s 
currency into stable, real estate backed cryptocurrency that grows in 
value. 

Tenants/buyers and sellers of real estate wil l  be able to use REcoin for 
their real estate acquisit ions and rental agreement payments.

Licensed brokers wil l  be able to rely on REcoin as an alternative 
financing method and incorporate it into their daily practices and 
agreements.

Service providers such as lawyers, developers, architectural f irms and 
other services related to the real estate industry wil l  be able to use 
REcoin to purchase or sell their services.
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THE UNIQUE ADVANTAGES OF RECOIN

REcoin offers numerous distinct advantages compared to other currencies and real estate 
purchasing methods.

The most unique feature of REcoin is smart contracts. Smart contracts is an online legal instrument 
that helps customers rent or purchase commercial and residential property without having to hire 
an attorney.
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REcoin simplif ies and speeds up real estate transactions and allows 
independence from several traditional third-parties involved in real 
estate transactions. 

REcoin lowers the cost of real estate transactions by l imiting 
third-parties and increasing their speed, allowing for greater 
profitabil ity for brokers, agents, and lower prices for buyers.

REcoin offers a new international real estate marketplace and 
facil itates connections for investors, brokers, and real estate sellers. 
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THE 101RECOINTRUST

The 101REcoinTrust is designed to ensure that all investment activities will be in the interest of 
REcoin holders and centered around the most profitable forms of real estate.

REcoin is led by an experienced team of brokers, lawyers, and developers and invests its 
proceeds into global real estate based on the soundest strategies, including:

08

Investment into properties with stable income, short sales, foreclosures 
and real estate development in the world’s leading economies.

No dividends are paid out to any beneficiaries, meaning that 100% of 
the net profit from ReCoin is reinvested into real estate.

The society of ReCoin holders control the cryptocurrency and vote for 
any investment decisions that have the potential of affecting 5% of 
ReCoin’s market value or more.
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RECOIN’S GUARANTEES

REcoin offers several guarantees to its users to protect their investment: 
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REcoin’s activit ies are in full compliance and governed by United 
States law. 

100% of our proceeds from REcoin sales minus maintenance costs are 
invested into real estate.

In worst-case scenarios, The ReCoin Trust guarantees a l iquidity ratio of 
up to 70% of the currency’s market value. Compare this to the Federal 
Reserve requirement for l iquidity ratios for f inancial institutions, which is 
set at a maximum of 10%.

The REcoin Purse is secured by the latest cryptocurrency tools and 
designed to be user-fr iendly and convenient.

New technical and economic solutions wil l  be developed for the 
benefit of REcoin users.
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MINING

The mining process is designed to reward the REcoin society miners who build the blocks that 
are required to create REcoin’s blockchain, while distributing the majority of the funds to the 
101REcoinTrust.
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A progressive formula is used to program annual mining 
with increasing annual mining rates. The stronger the 
REcoin mining society is, the greater the emission of 
coins wil l  be. 

A total of 999x10^9 coins wil l  be emitted through the 
mining process over the course of 50 years.

Funds emitted during the mining process are 
proportionally distr ibuted as follows:

      83% to the 101REcoinTrust to be put toward further   
      real estate investment

      15% to REcoin miners

      2% to charitable organizations
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SMART CONTRACTS

11

As one of its most important features, REcoin 
implements Smart Contracts which are 
implemented from Ethereum, the most widely 
used secure smart-contract platform. 

Smart contracts are algorithms that facilitate, 
automate, verify or enforce financial contracts. 
They are designed to reduce the traditional costs 
and time associated with developing and 
enforcing contracts through the use of 
automatically enforced contractual conditions.

In the world of real estate, smart contracts can be 
used to ensure that payment terms, service fees or 
liens are paid for once the contract is executed. 
Smart contracts allow for cryptocurrencies like 
REcoin to be safely used as working capital for 
real estate transactions.

The ability to create smart contracts is the most 
unique feature of REcoin. Smart contracts is an 
online legal instrument that helps customers rent 
or purchase commercial and residential property 
without having to hire an attorney.
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RECOIN SIDECHAINS

12 

The availabil ity of REcoin sidechains wil l  allow for 
the cryptocurrency to be creatively uti l ized by 
entrepreneurs and developers as an investment 
tool for the benefit of society. 

With approval, investors or developers can use 
sidechains to essentially create their own 
cryptocurrency within the REcoin platform.

It allows REcoin to be moved onto another 
platform for experimentation with new 
cryptocurrency rules, for the creation of smart 
contracts, customized transaction visibil ity, or 
other innovative business projects. 

A standard “three-step transaction” is used to 
immobil ize REcoins while they are in use on the 
sidechain.

Because they exist as a subset of the REcoin 
ecosystem, sidechain assets are interdependent 
with REcoin’s valuation and assets. A commission 
wil l  be created that wil l  only select and approve 
REcoin sidechains for carefully planned business 
projects.
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WHY SHOULD YOU USE RECOIN?

13

Smart contracts is a truly revolutionary 
feature. It helps customers acquire 
real-estate property without the need to 
contract an attorney and pay high legal 
fees.

A safer, easier and faster way for real 
estate buyers and sellers throughout the 
world to find investments, close real 
estate deals and securely pay for their 
transactions.

Use REcoin for less expensive and more 
efficient real estate transactions and 
services with l imited third-party 
involvement and a lower overall cost.

Use REcoin to invest in the most widely 
known and trusted global charities
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CHARITABLE DONATIONS

Charitabil ity and social consciousness is an important purpose for REcoin’s existence. Up to 70% 
of the profit from REcoin is dedicated to a range of different charities and is written into the 
program code to ensure that the cryptocurrency always distr ibutes a portion of its earnings to 
the most trusted charities in the world. 

Live Love Laugh Global – an international 
non-profit organization dedicated to 
helping people who are l iving beneath 
the poverty l ine with medical care and 
schooling.

Homes for Our Troops – a non-profit that 
builds and donates custom homes for 
severely injured 9/11 veterans to help 
them rebuild their l ives.

Red Cross – alleviating human suffering in 
the face of natural disasters and other 
emergencies.

Save the Children Foundation – giving 
boys and girls in the United States and 
around the world a healthy start and 
protection from harm.

Rotary – transforming donations into 
services that benefit communities 
throughout the world, with $3 bil l ion 
being raised over the past 100 years.

Charities that will be supported by REcoin include:

14
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ADDITIONAL SUPPORTED CHARITIES 

REcoin wil l  also have 6 Regional Associations that distr ibute proportional commissions for their 
particular region based on overall population including: an Asian, African, European, Latin American, 
North American and Oceania Association of Charitable Foundations. 
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Global Fund for Women  – a champion for 
women’s r ights throughout the world.

World Vision   – the world’s largest 
international children’s charity dedicated 
to bringing hope to mil l ions of children. 

Doctors Without Borders   – providing 
quality medical care to people in war 
torn countries, impoverished countries, 
areas that have been hit by natural 
disasters and others.

Friends of Animals    – an international 
animal advocacy working to cultivate 
respect for non-human animals, domestic 
and wild. 

As one of its most important features, REcoin 
implements Smart Contracts which are 
implemented from Ethereum, the most widely 
used secure smart-contract platform. 

Smart contracts are algorithms that facilitate, 
automate, verify or enforce financial contracts. 
They are designed to reduce the traditional costs 
and time associated with developing and 
enforcing contracts through the use of 
automatically enforced contractual conditions.

In the world of real estate, smart contracts can be 
used to ensure that payment terms, service fees or 
liens are paid for once the contract is executed. 
Smart contracts allow for cryptocurrencies like 
REcoin to be safely used as working capital for 
real estate transactions.

The ability to create smart contracts is the most 
unique feature of REcoin. Smart contracts is an 
online legal instrument that helps customers rent 
or purchase commercial and residential property 
without having to hire an attorney.
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NEW CRYPTOCURRENCY RECOIN

REcoin is an upcoming new blockchain 
cryptocurrency founded by Maksim 
Zaslavskiy backed by real estate investments 
in developed economies such as the United 
States, U.K., Switzerland, Canada and Japan.

REcoin wil l  be an easily accessible financial 
instrument through which people from all 
over the world can convert their money into 
a real estate backed currency for the 
potential of high returns or to protect their 
earnings from inflation. 

Unlike major currencies such as the euro or 
dollar for which there are no hard assets 
backing their value, REcoin wil l  be used to 
purchase real estate investments with some 
of the highest potential returns, such as short 
sales, foreclosures, rental properties and 
other related developments.

Each REcoin allows people from all over the 
world to convert their country’s currency into 
an inflation-proof cryptocurrency. Users can 
immediately convert their currency to and 
from REcoin, and purchases of any size can 
be made. 

Not only wil l  REcoin’s profits be used to 
purchase real estate investments; but the 
ecosystem wil l also function as a secure and 
efficient alternative to traditional f inancing 
methods. 

REcoin wil l  feature the availabil ity of 
approved sidechains, which allow 
developers or entrepreneurs to create their 
own cryptocurrency with its own rules within 
the REcoin ecosystem.

Will Be Backed by Intelligent Real Estate Investments

16
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NEW CRYPTOCURRENCY RECOIN

REcoin sidechains can be used to create 
auto-executing smart contracts, secure and 
fast alternative financing methods, and other 
business projects intended to improve the 
traditional real estate business and society as 
a whole. 

With the potential for smart contracts and 
innovative real estate financing platforms, 
REcoin wil l  lower the costs and improve the 
speed of the traditional real estate business 
and wil l  el iminate the need for many types of 
third parties.

The initial sale of 10,000,000 REcoins wil l  be at 
a 15% discount, with 1 REcoin (RCN)
equaling $0.85 USD. This discount wil l  become 
progressively lower as more REcoins are sold. 

Mining wil l  be required in order to build the 
blockchain required for REcoin, with miners 
receiving 15% of funds emitted from the 
mining process, while 83% wil l  go toward the 
101ReCoinTrust which ensures that REcoin’s 
profits are fully and intell igent invested into 
real estate. 

The profits from REcoin are solely used to 
purchase more secure real estate investments. 
REcoin’s users are also able to vote on any major 
investment decisions that have the potential of 
affecting 5% or more of the currency’s value.

Maksim Zaslavskiy is a humanitarian with an 
interest in several global charities. 2% of all 
mined ReCoins wil l  be dedicated to charity 
along with 6% of every transaction commission. 
This is equivalent to up to 70% of REcoin’s 
remaining profit after all expenses and real 
estate reinvestment.

Beneficiaries of REcoin donations wil l  include 
most well-known and trustworthy charities such 
as Live Love Laugh Global, Homes for Our Troops, 
World Vision, Feeding America, Doctors Without 
Borders and many others. 

With the latest blockchain technology, REcoin 
l ike many other leading cryptocurrencies wil l  be 
secure, virtually impossible to counterfeit, and 
wil l  not be susceptible to manipulation from 
financial institutions. 

17
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C ONTACT US
contact@101recoin.com

www.101recoin.com

Case 1:17-cr-00647-RJD-RER   Document 24-1   Filed 03/19/18   Page 19 of 19 PageID #: 179



Page 1

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION

In the Matter of:   )

                    )   File No. NY-09743-A

RECoin              )

WITNESS:   Maksim Zaslavskiy

PAGES:     1 through 187

PLACE:     Securities and Exchange Commission
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           200 Vesey Street, Suite 400

           New York, New York 10281

DATE:      Wednesday, September 20, 2017

      The above-entitled matter came on for hearing,
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1                   P R O C E E D I N G S
2           MR. TENREIRO:  So, we're on the record at
3 9:00-something a.m. on September 20th, I think.
4           THE WITNESS:  Yeah.  September 20th, 9:10.
5           MR. TENREIRO:  Okay.  Would you please raise
6 your right hand.
7       Do you swear or affirm to tell the truth,
8 the whole truth and nothing but the truth?
9           THE WITNESS:  I do.

10 Whereupon,
11             MAKSIM ZASLAVSKIY
12 was called as a witness and, having been first duly
13 sworn, was examined and testified as follows:
14                   EXAMINATION
15           BY MR. TENREIRO:
16      Q    Please state and spell your full name for
17 the record.
18      A    Maksim Zaslavskiy.
19      Q    You can put your hand down.  Thank you.
20      A    Z-A-S-L-A-V-S-K-I-Y and the first name is
21 M-A-K-S-I-M.
22      Q    Okay.  And are you represented by counsel,
23 Mr. Zaslavskiy?
24      A    No.
25      Q    Okay.  So, as I think I've mentioned before

Page 5

1 in our communications, you have the right to be
2 represented by counsel, accompanied by counsel or advised
3 by counsel during or after the examination here, and upon
4 your request these proceedings may be adjourned so that
5 you can obtain counsel, should you need to do so.
6             And as you know, my name is Jorge Tenreiro
7 and this is my colleague, Valerie Szczepanik.  We are
8 officers of the United States Securities and Exchange
9 Commission for purposes of these proceedings.
10             I'll just go through some of the, I guess,
11 formalities, but, you know, just -- you probably also
12 know this.
13             This is an investigation by the United
14 States Securities and Exchange Commission in the matter
15 of RECoin, R-E-C-O-I-N, NY-9743, to determine whether
16 there have been any violations of certain provisions of
17 the federal securities laws.
18             However, the facts developed in this
19 investigation might constitute violations of other
20 federal or state civil or criminal laws.
21             Prior to the opening of the record you were
22 provided with the Formal Order of Investigation and this
23 will be available to you throughout these proceedings.
24             Have you had an opportunity to look at this
25 or do you have any questions?
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Page 6

1      A    That's the one you sent me, right?
2      Q    No.  This is not -- I have not sent you
3 that.  So, take a look at it.
4           MR. TENREIRO:  We'll mark this as Exhibit 1.
5             (SEC Exhibit No. 1 was marked for
6              identification.)
7           THE WITNESS:  Question.  You're calling --
8 are you calling it security, securities?  Okay.
9      Q    All right.  So you've had an opportunity to

10 review the Formal Order?
11      A    Yeah.
12      Q    Do you have any questions for us at this
13 time?
14      A    You mentioned securities.  Can you explain
15 that one?  Are you calling it securities?  Are you
16 calling -- it's not a security.
17      Q    So, I think you're referring to the first
18 sentence; is that right?
19      A    Yeah.
20      Q    I think it's just a --
21           BY MS. SZCZEPANIK:
22      Q    You're pointing to the sentence in the
23 Formal Order?
24      A    Yeah.  In the beginning it says it's a
25 security.  It's not a security, so.
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1           MR. TENREIRO:  Yeah.  I think -- we're not
2 saying that it is or isn't.
3      Q    So, this it just the document that provides
4 authority for the Commission to -- Commission staff to
5 proceed with this investigation.
6             We haven't drawn any conclusions one way or
7 the other about anything in this investigation.  So, this
8 is a fact-finding inquiry and we're going to ask
9 questions today.
10      A    Okay.
11      Q    So, don't worry about definitions or words.
12 If you don't understand a question that we ask, please
13 let us know.
14      A    Okay.
15      Q    But, we're going to be -- we're in a
16 fact-finding stage and we're going to be asking you
17 questions.
18      A    That's fine.
19           BY MR. TENREIRO:
20      Q    Okay.  And so, prior -- prior to the opening
21 of the record, you were also provided with a copy of
22 what's called the Commission's Supplemental Information
23 Form, which I also e-mailed you with a subpoena and a
24 copy of that notice that has now been marked as
25 Exhibit 1.
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1             Have you had an opportunity to review
2 Exhibit 1?
3      A    Yes.
4      Q    Okay.  And since you don't have an attorney,
5 I just want to, you know, remind you of a couple of
6 things that Form 1662, Exhibit 1, cover.
7       You know, it provides, among other things, criminal
8 penalties for knowingly providing false information or
9 testimony or using false documents in connection with
10 this investigation.
11             It also provides that the information you
12 give us is subject to the Commission's routine uses,
13 including sharing with other law enforcement agencies.
14      A    Okay.
15      Q    And you have the right to assert the Fifth
16 Amendment to the Constitution and refuse to answer any
17 questions which might tend to incriminate you.
18      A    Okay.
19      Q    Okay?  Do you have any other questions about
20 Form 1662?
21      A    No.
22      Q    All right.  And now, as you can tell, you
23 know, everything is on the record.  The court reporter
24 only goes off the record at my request.  But, if you need
25 a break, let me know and, you know, if there's no
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1 questions, we can take a break.
2             She's recording everything that is being
3 said.  So, what's important here is that you let me
4 finish my questions and I'll let you finish your answers
5 before, that we don't interrupt each other.
6             And it's also important that you give not --
7 only verbal answers.  So, shaking the head or nodding the
8 head, she won't be able to record that.
9             Is that understood?
10      A    Yes.
11      Q    Okay.  And as Ms. Szczepanik said, if you
12 don't understand a question, please let me know and I'll
13 try to rephrase it.
14             Now, you're comfortable with having this
15 testimony in English; is that correct?
16      A    Yeah.  Of course.
17      Q    Okay.  Do you have any medical or any other
18 condition that might impair your ability to give truthful
19 testimony today?
20      A    No.
21      Q    Is there any reason that you cannot give
22 truthful testimony?
23      A    No.
24      Q    Okay.  And you understand that you are under
25 oath for the duration of the testimony?
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1      A    Yes.
2      Q    All right.  Now, I'm going to show you now
3 what I'm going to ask the court reporter to mark as
4 Exhibit 2, please.
5             (SEC Exhibit No. 2 was marked for
6             identification.)
7           THE WITNESS:  That's what I got.
8      Q    Yeah.  Exhibit 2, Mr. Zaslavskiy -- am I
9 saying that right?  Zaslavskiy?  Sort of?
10      A    Max.
11      Q    Max?  Okay.
12      A    You'll break a leg, that's why I made it
13 shorter, as far as all of it.
14      Q    Okay.  So, Exhibit 2 is a copy -- is this a
15 copy of the subpoena that you're appearing pursuant to
16 today?
17      A    Yes.
18      Q    Okay.  And, as you're aware, the subpoena
19 calls for the production of certain documents.
20      A    Okay.
21      Q    And before we went on the record, you
22 provided the Staff with a -- with this envelope, this
23 stack of documents that we haven't looked yet.  But,
24 is --
25      A    Yes.
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1      Q    Are these documents provided in response to
2 the subpoena?
3      A    Yes.
4      Q    Okay.  Can you please describe the search
5 that you conducted to arrive -- to find these documents.
6 What did you do?
7      A    Internet.  It's all public.  We didn't hide
8 it.  And stuff that was e-mailed, we have it.
9             We do have -- for example, it says here, if
10 you, like, rewrite a paper, but now we do everything
11 Google Drive.  So, when you rewrite, it deletes it.  So,
12 we don't have those rewrites.
13      Q    Right.
14      A    I mean, before it -- it wasn't published, it
15 wasn't sent.  But, when we, like, internally write,
16 nobody keeps it.  I'm pretty sure now I need to, but,
17 until then, nobody thought they would need it.
18      Q    Okay.  And in terms of -- I haven't looked
19 at this stack, so, I apologize.  But, I'll just ask
20 you --
21      A    But, it is -- no.  I know I just brought it
22 in.
23      Q    The e-mails that you had with people, are
24 these in the stack or are you --
25      A    E-mails with people?  We didn't send any
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1 (unintelligible).  So, e-mail doesn't fall under --
2           THE REPORTER:  We didn't send any what?  I'm
3 sorry.
4           THE WITNESS:  We didn't sell any securities,
5 any tokens.  If you would have -- basically, we're
6 a membership club, so there is no securities, not
7 whatever it says there.  We had no tokens yet even
8 to sell, because we never got to that stage.
9       So, we are writing between different people

10 doesn't fall under your questions.  If I would have
11 sold, like you said, tokens or digital currency or
12 that, it did fall, but we didn't get to that stage.
13 We closed the project before that.  The project is
14 closed.
15       So, writing to people, getting documents
16 about people, I also don't have all of it, because
17 it's all over the site.  We don't -- we never kept
18 it.
19       But, as far as me completing what it says in
20 this paper, I did the best I could as far as
21 explaining it.
22       We never sold them the tokens.  We never got
23 to that stage.  We closed the project before
24 everything, because we could not -- the backing at
25 this point of time is too risky.

Page 13

1      Q    The backing, you said?
2      A    Yeah.  The real estate.  Do you want me to
3 explain?
4      Q    Yes.  Go ahead.
5      A    Here's the problem with the backing of the
6 real estate.  In case of emergency I cannot sell it fast
7 enough to cover those memberships.
8      Q    Um-hum.
9      A    And the problem, that's one problem, that we

10 sold, like, a week and a half into it and that's why we
11 started close, we close the project.
12             It's -- what I was saying is basically, in
13 case of emergency we can cover it.  We would not be able
14 to do it, just because, to sell a house these days takes
15 longer.
16             And -- and a lot of people will own, let's
17 say, doesn't matter what they own, but they -- I would
18 not be able to convert it back fast enough.
19      Q    Um-hum.
20      A    That's why we closed the project.  I'm sure
21 I'm going to be back here with another project, because,
22 it's this same thing, it's just different hedge, because,
23 the hedging itself, it's more liquid.
24      Q    You mean, the different -- something backing
25 it.

Case 1:17-cr-00647-RJD-RER   Document 24-2   Filed 03/19/18   Page 4 of 48 PageID #: 183



5 (Pages 14 to 17)

Page 14

1      A    Yeah.  The backing.  I told you this.  We
2 moved to diamond, I'm sure you saw on Internet.  We're
3 not hiding the -- we told people that we -- you have a
4 choice of moving or we can refund you.  And we can refund
5 you.
6             So, if, by the time we're going to -- we
7 trying to close it next month, so if you want a list of
8 what's left, I don't have a problem to provide it.
9             But, as far as -- in this paper it always
10 said token; we never got to that stage.
11      Q    So, let me ask you --
12      A    Okay.  Go ahead.  Sorry.
13      Q    Are you finished?
14      A    Yeah.
15      Q    Okay.  I have -- I will have a number of
16 questions.  Let me go back to my original question --
17      A    Okay.
18      Q    -- first, which was about e-mails.
19      A    Okay.
20      Q    Have you provided us with e-mails that you
21 might have had communicating with potential --
22      A    No.  Not.
23      Q    -- let me just finish the question -- with
24 potential people who are interested in buying, you know,
25 memberships or --
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1      A    I did not provide that.
2      Q    -- future -- okay.
3           THE REPORTER:  Can I ask you to wait until
4 he's finished with his question?
5           THE WITNESS:  Sorry.
6           THE REPORTER:  It's hard to take you both at
7 the same time.  Thank you.
8       So, your answer was, "with potential people
9 interested in buying, you know, buying
10 memberships," then you said, "I did not" --
11           THE WITNESS:  I did not provide it in that.
12           THE REPORTER:  Okay.  Thank you.
13      Q    So, we can discuss afterwards -- but I'll
14 just, you know -- the -- the covers in the subpoena, but
15 we're still interested and we're still requesting those
16 communications.
17             I understand that you -- or explained now
18 that you haven't actually sold tokens.  But, the subpoena
19 does call for communications with potential purchasers of
20 the tokens, as well.
21      A    Whatever we send out to people, that's all
22 there.  Whatever they wrote to us into different --
23             We're talking about -- about 40 different
24 sites.  Even if I want to, I'm not going to be able -- I
25 can give you the link to them.  And it's not up to us, it
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1 was not holding.  It's not --
2             They didn't send direct in e-mail.  They
3 write to us, for example, on Facebook, which is public
4 information.  You can go and see it.  I got a couple
5 LinkedIn, but I don't answer on LinkedIns, just
6 because --
7           MR. TENREIRO:  LinkedIn.
8           THE WITNESS:  I'm sorry.
9           MR. TENREIRO:  That's what was said.

10 LinkedIn.
11           THE REPORTER:  It's fine.  It's just -- it's
12 fine.  It's just, with your accent --
13           THE WITNESS:  I can send you where it is.  I
14 don't, like -- we're not hiding it, but, to send
15 you, what, screen shots, you're going to -- I mean,
16 I'll just give you access to find it.
17           BY MS. SZCZEPANIK:
18      Q    Let me ask you a question:  Do you have --
19 do you have control over any e-mail addresses?
20      A    Do I?  Well, our own e-mails, yes.
21      Q    Okay.  Let us know -- what e-mail addresses
22 have you used --
23      A    .
24           MR. TENREIRO:  
25      Q    
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1      A     -- I'm sorry.  
2      Q    Okay.  
3      A    Let me show.
4           MR. TENREIRO:  Yeah.
5      Q    Okay.
6      A    And I use a couple with my personal, which
7 is always   But, I never directly
8 answered, because most of the people just write, try to
9 sell us something.  Not trying to explain us.

10      Q    So, besides those two addresses, did you use
11 or control any other e-mail addresses for the past?
12      A    Just for the money and it linked to a
13 different e-mail.
14      Q    What is that e-mail?
15      A     and just -- that's just
16 for, like, Stripe, PayPal.  So, if I need to, in case of
17 emergency, if you open, I would have that access.
18           THE REPORTER:  That's just for what people?
19 I'm sorry.
20           THE WITNESS:  Payment systems.
21           MR. TENREIRO:  Paypal.  Paypal.
22           THE WITNESS:  Paypal, Stripe.
23           THE REPORTER:  Stripe.  That's the word --
24 okay.  Thank you.
25           THE WITNESS:  Okay.  That's just
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1 different -- just in case.  Because, if my head is
2 on the line, I wouldn't have access to the money.
3      Q    Any other e-mail addresses?
4      A    No.  That's it as far as -- no.
5      Q    When you refer to "we" in your answers, who
6 are you referring to?
7      A    I have a team of people that's working for
8 me in Ukraine mostly right now.  Just because, I mean,
9 the whole project, it's not -- it's tokenized, but it's

10 not based on tokens.  Try to understand that.
11             You know Amazon Prime?
12           MR. TENREIRO:  Yes, I do.
13           THE WITNESS:  Of course.  So, it is about
14 the same.  It's just tokenized as a membership
15 token.  It has different potentials.  It has a
16 security potential, as far as ledgers, like
17 Wal-Mart is trying to use for their food.
18       So, we -- so, that's why we wrote IMO,
19 not -- because, it's -- all the time ICO, just
20 because it's initial membership offering.  They'll
21 have more and more access.
22       That's why I travel a lot.  I'm trying to
23 get more and more discounts and different things.
24       And as far as RECoin, it's closed.  But,
25 their COC -- I'm not sure what it stands for.  You
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1 will have the same one for me.  But, for the other
2 one, what it is, it's a club.  It's not glued to
3 any software, it's not glued to any one thing.
4       The more discount I give the member --
5 (unintelligible) discount.  The more affiliate
6 program I'll sign up, they'll have, again,
7 discount.
8           THE REPORTER:  I'm sorry.  What was the last
9 thing you said?

10           MR. TENREIRO:  Affiliate, I think.
11           THE WITNESS:  It's not standard to what you
12 see.  It's like, there is one trying to contact me
13 with real estate, which is called Atlas I.O.,
14 something like that.
15       That's -- it's not going to happen.
16 That's stupid.  And that's another reason why I got
17 scared making with the real estate.
18       If I'm right -- and I'm not stupid.  But, at
19 least 50 percent, it's the bubble who's going to
20 blow out like -- dot-com bubble.  Do you remember?
21 Like, I used to work across the street.
22      Q    Where did you work?
23      A    Salomon Smith Barney.
24      Q    Okay.
25      A    I worked until I was 18.
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1           THE REPORTER:  Where?  I'm sorry.
2           MR. TENREIRO:  Solomon Smith Barney.
3           THE WITNESS:  Solomon Smith Barney.  And if
4 that happens, people are going to get scary.  Our
5 projects will -- will, I believe, will stand all of
6 it.
7       But, because of the problems that might
8 come, I'm going to need to convert it back and deal
9 with that problem.  With the real estate I'm not

10 going to be able to do.
11       And another problem that I am seeing with
12 real estate, like, I look at the different things,
13 the problem is, the real estate is dumping.
14           BY MR. TENREIRO:
15      Q    Is dumping?
16      A    Going down.  And that's probably going to
17 come here.
18             So, again, because of all those safety
19 reasons and when I went to Emen (phonetic), when I talked
20 to you first time I was at the conference, San Francisco,
21 like one of the biggest real estate conferences, people
22 are talking -- well, salespeople.  We're not going to
23 talk about the rest of the people.
24             They actually agree that it might bubble up.
25 And all of that at the same time.  And it was sad, but,
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1 if it happened a week prior, I would have stopped it
2 before.  Emen was going on when we already started.
3      Q    When was the date of that conference?
4      A    We started on August 7th, so the conference
5 was August 7th, Monday through Friday.
6      Q    That's -- and you're saying at that
7 conference people were telling you that --
8      A    It's not only people --
9      Q    Let me just finish it.

10      A    I'm sorry.
11      Q    No.  No.  Go ahead.
12      A    They were talking about each other.  I
13 listen.  I do not, you know -- I'm going to need people
14 to explain like I'm explaining what we're doing now,
15 pretty sure we're gonna be -- you'll take your time and
16 I'm sure I'm going to come in a second time.
17             Just because, we're not doing what the rest
18 of the people with all the other crap -- I'm sorry to
19 say, but it is a lot of them, like, I read a lot of white
20 papers just to see where it's going.  They're happy to
21 dump.
22             Some of them, I -- if you read the white
23 papers, you have five cells, you understand, it's not
24 possible.  Same as Atlas.  They took pieces from us.
25 They talking about some investment to real estate.
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1             It is impossible, unless on one condition,
2 if you buy the real estate up front.  If you buy it for
3 the money that you raised, you have a risk, in case of
4 emergency or any kind of emergency.
5             Now, listen.  We live in a world of -- World
6 War III, hurricane, anything can happen.  You just put
7 whole bunch of people.
8             In our case, we're a membership club.  We
9 give access, yeah.  We are building a ecosystem, the

10 first ecosystem.  Not all ecosystem the first.  What does
11 that mean?
12             I'm building for my own parking platforms,
13 for example, like, advertising platforms, where they can
14 be able to have access and so forth.
15             The reason, so, when I go to the, for
16 example, to Costco or to -- they'll see, they're not
17 going to be the first ones.
18             So, I'm building, like, for example, five,
19 six, seven -- first ones, but then we going to sign up
20 partners.  They going to accept or they going to give
21 discount, whatever.  But, we're a club.  And that's the
22 whole idea from the beginning was to be a club.
23             Yeah.  For safety reasons I wanted to hedge
24 back with the real estate, because I like real estate.
25 But, I mean, who doesn't.  But, for safety reasons we had
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1 to go.
2      Q    Okay.  So -- so, just to close the loop a
3 little bit on these e-mails.  We were talking about --
4 and I'll get to that in a minute.  But, I want to make
5 sure I understand where we are with these documents.
6             You were referring to 40 or so websites, and
7 I think some of the ones you mentioned were LinkedIn and
8 Facebook and things like that.
9             So, some of the websites, you're saying, are
10 just public websites where people communicate --
11      A    Um-hum.
12      Q    -- with you or with RECoin; is that fair?
13      A    Um-hum.
14      Q    Okay.  But, there are some e-mail accounts?
15      A    E-mail accounts were only answered --
16 refunds.  Were the last -- for two weeks.  Just refunds.
17 They write us about refunds and we issue.
18      Q    Okay.  So --
19      A    So, that's why I didn't bring.  I didn't
20 bring it because, like I said, in your subpoena it said
21 tokenized.  We never got to that stage.
22             That's why, as far as my understanding, I
23 didn't need to provide that particular document, because
24 we didn't get to that stage.
25             And then, as far as advertising documents,
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1 you have them all there.
2      Q    Okay.
3      A    And the e-mail that we sent to people, as
4 far as advertising, they're all there.
5      Q    Okay.  So, what --
6      A    That one I brought.
7      Q    All right.  Great.
8           BY MS. SZCZEPANIK:
9      Q    When you say refunds were issued, what

10 funds -- how much was taken in?
11      A    We lost the big investors, which is about
12 2 mils.  The rest, small ones.  I think we have left -- I
13 can send you exact number -- about 100,000 and some
14 change.  Those are the people that decided to stay for
15 the next project with us.  And some people were just
16 slower.
17             So, like, yesterday we sent out an e-mail.
18 (Unintelligible.)  Nobody wanted to respond.
19      Q    Okay.
20      A    They send us e-mails or they write on
21 Facebook.  We ask them questions, like fact or find out,
22 like, how they paid, with what.
23             We usually refund 24 to 48 hours.  Sometimes
24 it takes longer, just because -- just because it's not up
25 to us, it's -- for example, Stripe, it's an Indian
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1 person, it takes a week to issue a refund.  It's -- I
2 mean, we push the button, but it doesn't go back.
3           BY MR. TENREIRO:
4      Q    100,000 people or $100,000?
5      A    $100,000.
6           BY MS. SZCZEPANIK:
7      Q    So, all in all you took in approximately
8 two million, one hundred --
9      A    We have not taken it -- we have a

10 understanding with certain people and they were willing
11 to be, I guess, investors.
12             But, we didn't take anything from them,
13 because we were still closing the project.  And we were
14 going to extend the service, so, then, most of them went
15 away.
16             What we did take, about -- I think about
17 300,000 --
18           THE REPORTER:  Did you say 300,000?
19           THE WITNESS:  Yeah.  Around that and change.
20       If you want exact numbers, I'll pick up that.
21      Q    So, was the 300,000 --
22      A    Oh, yeah.  Credit cards.
23      Q    How many?
24      A    Credit cards, mostly.
25      Q    Credit cards.  Okay.
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1      A    We are able to accept credit cards, because
2 we are a membership, not -- not whatever the other stuff
3 is.  Just because, we're not running away, so we got to
4 be able to take credit cards.  It's not a problem with
5 fraud.
6             Actually, I left another conference
7 yesterday about how to fight it.  Because, a lot of
8 things happen and they buy with a credit card, it's not
9 theirs.

10             They get, for example, a token in some
11 cases, and by the time I find out it's fraud, the token
12 already will be somewhere else.
13             I understand that would be a problem, so I'm
14 trying to research it and put in implementation of the
15 right way so I will not have the problem of, again, going
16 back to hedging.  I still need to buy diamond for that
17 project, so.
18      Q    So, for the --
19      A    Next project.
20      Q    For the people who paid by credit card --
21      A    Yeah.
22      Q    -- what was the person or entity that they
23 paid?  What was the name?
24      A    One they paid to?  101RECoin.
25           BY MR. TENREIRO:
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1      Q    101RECoin?
2      A    Yeah.  RECoin -- I'll send you the docs.
3 Sorry.  I forgot docs.  It didn't say there, but I'll
4 send you the copy of registration, tax I.D. number and so
5 forth.
6      Q    Well, let's -- okay.  I won't --
7      A    Yeah.  Just write it down and you can remind
8 me later and I'll --
9      Q    So, you -- so, you raised about $300,000 in
10 credit cards?
11      A    And so forth.  Yes.
12      Q    And you have issued refunds for everything
13 except for about 100 thousand?
14      A    About.  It's 110 -- I can tell you exact
15 numbers, because we still in communication.  They have
16 until next month.  If not, we're going to transfer, but,
17 pretty much we won't have a problem to issue them.
18      Q    Okay.  And how many individuals are involved
19 in these, you know, in the, you know, in the 300,000 that
20 were raised?  Approximation is fine.
21      A    Close to a thousand and change.
22      Q    A thousand people?
23      A    Yeah.  Roughly.
24      Q    Okay.
25      A    Again, I can tell you -- if that's necessary
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1 you can -- you can specify there.  But, if you write me
2 the questions, I'm going to go to --
3      Q    And these thousand people, where are they?
4 Are they all over the world?
5      A    All over.  All over.
6      Q    Are there any in the United States?
7      A    Some of them.  Yes.
8      Q    Okay.  The -- you've been talking about a
9 refund and converting to another project, and I just
10 wanted to ask, how did you communicate to people that had
11 purchased or that had sent you money, how did you
12 communicate that you were shutting down RECoin and you
13 were --
14      A    We used, first, press release, then
15 everybody who had RECoin would send an e-mail.  You have
16 that there.
17      Q    Where -- where was the press release?
18      A    You have it, also, there and all over the
19 news.  Official.
20      Q    What --
21      A    Again, if you want, I'll go into the system
22 so that we -- to which -- through which press release
23 companies we issue.  I can go and get the printout, where
24 it was released and so forth, but then, we also, we post
25 it, again, on Facebook and so forth.
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1      Q    Did you post it on the 101RECoin website?
2      A    No.
3      Q    Okay.
4      A    I don't think so.
5      Q    All right.  So, I'll --
6      A    The RECoin website, you don't post it.
7 you -- right now everybody uses Facebook.
8      Q    Okay.  So, I will look at the -- I'll look
9 at the press release and ask you questions about it out

10 afterwards.
11      A    Yeah.  Uh-huh.  Everybody right now uses --
12 I mean, nobody, like, really puts too much news on the
13 site, usually their Facebook, which is the most use for
14 my -- of a lot of countries and some other --
15           MR. TENREIRO:  So, let me ask the court
16       reporter to mark Exhibit 3, please.
17             (SEC Exhibit No. 3 was marked for
18       identification.)
19      Q    So, take a look at Exhibit 3 and let me know
20 if you recognize it.
21      A    That's the problem with screen shots of our
22 site.
23      Q    Okay.  So, do you recognize this as screen
24 shots of the 101RECoin website?
25      A    Yes.
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1      Q    Okay.  And is this -- I mean, I can
2 represent to you this was printed yesterday, but does
3 this -- is this more or less what it looks like today, as
4 far as you know?
5      A    Yes.  I was printing you a copy of it --
6      Q    Oh.  You printed it.  Okay.  There you go.
7      A    Yes.
8      Q    Okay.  Thank you.  Oh, yeah.  There, on the
9 white paper.  Okay.
10             All right.  So, then, I have a question.  On
11 the very first page of this document, Exhibit 3, on the
12 left side, do you see where it says, "Already purchased
13 2,894,367 REC," and then, underneath it says, "by
14 RECoin"?
15      A    Yeah.  But, it doesn't work anymore.
16      Q    So, but, what does that refer to?  Just
17 explain to me --
18      A    When we stopped it, that's where we were as
19 far as selling the -- RECoins.
20      Q    2.8 million?
21      A    Yes.  And I told you, the guys who were the
22 big guys, they went away.  We didn't take their money.
23             Because, when we start shutting it down, we
24 just started shutting down.  We told people that that's
25 it.  It's not going to work.  People don't like that it's
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1 not real estate and they left.  I can't, I mean, beg them
2 or "Stay, please."
3      Q    Okay.  So, just so I understand -- my -- is
4 it correct to say that the RECoin was valued at
5 approximately 1 U.S. dollar per RECoin, without counting
6 for the discounts?
7      A    Yes.
8      Q    I know that there was 85 cents and --
9      A    It stayed at 85 cents.  Like I said, we
10 never even went further than that.
11      Q    Okay.  So, this website says here that
12 2.8 million had already been purchased.  I guess, can you
13 explain to me what it means?  What does it refer to?
14      A    At that point when we stopped, we kept the
15 site because of -- just, we kept the site.  That's when
16 it's either sale or we have some big guy that it wants to
17 buy a lot of them and was trying to get a discount even
18 deeper.
19      Q    Okay.
20      A    And because I have a limit on discounts, how
21 much I can give, just because, again, being hedged by
22 something.  That's what the thing is.  But, we never got
23 the money.
24      Q    And it says -- by -- you got some money, at
25 least, some of the 300,000, you said, right?
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1      A    No.  That -- I'm talking about the big guys.
2 They wrote, they signed, but they never paid, because we
3 stopped it.
4      Q    Okay.
5           BY MS. SZCZEPANIK:
6      Q    And who were they?
7      A    We have one Ukrainian banker, just because
8 they -- I mean, we've been in business for a long time
9 and they trust that I'm not going to run away with money.

10 So -- and they did like the concept with real estate in
11 the United States, because that's where the star landed.
12           BY MR. TENREIRO:
13      Q    That's where the what?  The star?
14      A    The star.  There's five countries --
15      Q    Uh-huh.
16      A    -- and the star should have been in the
17 United States.
18             For example, I move here, said can I trust
19 this country more then the most -- like, you know, being
20 from another country and growing up here, you respect it
21 a lot more, then -- and so forth.
22             That's what the price is.  But, because we
23 stopped it, the site is not being used.
24           BY MS. SZCZEPANIK:
25      Q    Okay.  So, when was the Ukrainian banker --
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1 what was the name of that entity or individual?
2      A    Individual?  Genad (phonetic).
3           BY MR. TENREIRO:
4      Q    Can you spell it?
5      A    Genad.  I don't know how you write it.
6 Genadi (phonetic).
7           BY MS. SZCZEPANIK:
8      Q    Can you spell it?  You don't know how?
9      A    I didn't ask for his spelling.
10      Q    Right, but --
11      A    I know for a long time, but --
12      Q    What was the e-mail address that he was
13 communicating with you with?
14      A    I go to Ukraine a lot.  Just talking.
15      Q    Okay.  So, the -- who is --
16      A    Okay.  If you're trying, as far as
17 communications, nowadays not a lot of people communicate
18 through e-mail.  They either YVerse, which is a system,
19 if you know what it is.  (Unintelligible.)
20           BY MR. TENREIRO:
21      Q    What's that, YVerse?
22      A    Or Facebook.  Mostly right now on Facebook.
23 And that's it.  And nobody kept a record.  I mean, in the
24 new project I understand that I need to keep all those
25 records.
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1           BY MS. SZCZEPANIK:
2      Q    Did you ever communicate electronically with
3 the Ukrainian banker?
4      A    No.
5      Q    It was all in person --
6      A    Yeah.
7      Q    -- face to face?
8      A    They like face to face.  If you e-mail so
9 much money, believe me, it's face to face.

10           BY MR. TENREIRO:
11      Q    And when did you communicate with him?
12      A    Last time?  We talked when I told him the
13 project was closing, about three weeks ago.
14      Q    So, you were in Ukraine three weeks ago?
15      A    No.  I saw him on the Viper.
16      Q    On Viper?
17      A    Yes.  I saw him -- I was there -- last time
18 I was there until June 20 -- don't remember; 22, 23,
19 somewhere at the end of June.
20      Q    You mean 2012 or 2013?
21      A    July.  I'm sorry.  I was there -- I can
22 check my tickets.
23      Q    July of this year?
24      A    Yes.
25      Q    Okay.
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1      A    I go there because I have a big team there.
2 Like, advertising team I keep there, just because it's
3 cheaper.  This way it lowers my cost, that's why it's
4 there.
5             For example, my programmers also there.
6 Just because it's cheaper there.  It's -- that's the cost
7 of doing -- right now you have Upwork, which we also use.
8 And we have the --
9      Q    "Up for it"?
10      A    Upwork.  Freelancer.  Upwork.
11           MS. SZCZEPANIK:  Upwork?
12           THE WITNESS:  Up.  Work.  It's a site to
13 hire freelancers worldwide.
14           MS. SZCZEPANIK:  Okay.
15      Q    Okay.  Sorry about that.  All right.
16             So, I've -- let's go back to the -- go back
17 to the -- you talked about approximately 2 million and I
18 think you called them "bigger players," and then,
19 approximately 300,000 from other smaller individuals,
20 right?
21      A    Um-hum.
22      Q    Okay.  Just -- I'll get to the 2 million in
23 a second.  I'm still seeing 2.8 million here, so, am I
24 missing something?
25      A    No.  I can get you exact numbers.
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1      Q    Okay.
2      A    Exact numbers, because, like I said --
3      Q    That's fine.
4           BY MS. SZCZEPANIK:
5      Q    Does the 2.8 million refer to --
6      A    It's --
7      Q    Hold on.  Does the 2.8 million refer to the
8 number of tokens or the money taken in?  That's the
9 number of tokens?

10      A    That's what it is.  You're right.
11      Q    Okay.
12      A    If you -- we actually had it twice broken
13 into, the site, also, by Indian guys who wrote me e-mail
14 for wanting to -- "If you want to tell what's wrong with
15 your site, please pay us the money."
16      Q    Did they take anything from your site?
17      A    They didn't take anything.  They played with
18 this number.  We had at one point, for some reason it was
19 jumping left and right --
20           MR. TENREIRO:  I just wanted the record to
21 note that the Witness is referring to the number on
22 page 1.
23           THE WITNESS:  The number of tokens.  And --
24 and then we decide just hold for two days, we have
25 to reboot it.  That's not a safe thing to issue any
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1 tokens, just because it didn't go --
2           BY MR. TENREIRO:
3      Q    Right.  So, when did the site launch?
4      A    The official launch was August 7th, so,
5 roughly around there.  This version of the site was
6 launched on August 7th.
7      Q    Right.  All right.  So, let me now go back.
8 We were talking about the 2 million and you said that it
9 was a Ukrainian banker.  Was there anybody else that was
10 expressing their interest in this -- was it -- because,
11 you said "big players."  You used plural.
12      A    Yeah.
13      Q    So, who were they?  Who were -- there was
14 the guy that you -- the guy whose name you cannot spell?
15      A    I'm sorry.  If it's really necessary I'll
16 try to get the English word on the name.
17      Q    And you said he signed some sort of
18 agreement?
19      A    He didn't sign anything.  It's all done --
20 because we didn't issue anything yet, it's all done
21 verbally.
22      Q    Okay.
23      A    Try to understand, when you deal with
24 countries other than -- even in the United States when I
25 do business with a lot of people, it's just first
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1 verbally and then it gets to the point.
2      Q    And how much did this person commit or
3 express interest --
4      A    One and a half.
5      Q    One and a half.  Okay.  The other half,
6 where -- what was that?
7      A    One of his friends, he said he'll bring
8 more.  That was --
9      Q    And where is this person?

10      A    I don't know.  I think in the Ukraine, also.
11      Q    And what's the person's name or entity's
12 name?
13      A    Don't know.  He was supposed to bring him.
14      Q    Okay.  So, it was one guy plus his friend
15 was the 2 million?
16      A    Yeah.
17      Q    Anybody else in that 2 million, the big
18 players that we talked about?
19      A    No.
20      Q    And there was no written agreements, no
21 written communications with them?
22      A    We didn't get to that stages.
23             Try to understand something.  We started
24 selling and then we stopped it.  So, why would you go
25 further?  The people not going to talk to me afterwards.
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1      Q    I just want to understand.  You don't know
2 the guy's name and you don't have --
3      A    No.  I --
4      Q    -- any communications --
5      A    -- know his name is Nadi (phonetic), but --
6 the last name is Finkel.  How to -- yeah.  How to spell
7 it, I'll find out.  If that's necessary, I'll find out.
8 It's not a problem.  I'm just going to explain why he
9 needs his name, but --
10           BY MS. SZCZEPANIK:
11      Q    Where did you meet him in the Ukraine?
12      A    I actually lived for awhile -- I was a,
13 like -- I have a nonprofit that I do charity work
14 internationally.  That's one reason why I said let's do
15 it now, just in case I need to apply at the end of the
16 year.  And we met nine years ago.
17      Q    No.  I mean, where did you meet him when you
18 talked about the RECoin?
19      A    Kiev.
20      Q    Kiev?
21      A    Yes.
22      Q    Was it at his office?
23      A    No.  No.  I have office there.
24           BY MR. TENREIRO:
25      Q    Okay.  So, this was in July?
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1      A    The last time I saw him in July.  I -- this
2 is not the first time I see him.
3      Q    No.  I understand.
4      A    He won't tell you, just, "Here's the money."
5           BY MS. SZCZEPANIK:
6      Q    So, you met him nine years ago.
7      A    Yeah.  The first time I met him nine years
8 ago.  We didn't do any business with him, but, you know,
9 we talked to him.  He's Jewish, so.

10      Q    And where does he work?
11      A    I think he has a bank.  Well, he used to,
12 definitely, because I was there, well, but, now I'm not
13 sure.  But, I see him in synagogue where the rest of the
14 Jewish go.
15      Q    Did you ever go to his offices?
16      A    Six years ago, yeah.  It was right in the
17 middle of (unintelligible), which is --
18           THE REPORTER:  Tell me, "in the middle
19 of" -- what did you just say?
20           THE WITNESS:  Kiev, the main street is like
21 5th Avenue here, it's called Khreshchatyk.
22           THE REPORTER:  Just -- what are you saying?
23 Can you spell it?  Because, see, I have to make a
24 booklet of what you're saying.
25           THE WITNESS:  Google will help.
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1           THE REPORTER:  Thank you.  I can do it
2 phonetically if you --
3           THE WITNESS:  Khreshchatyk.  Right there
4 (handing phone).
5           THE REPORTER:  All right.  Let me just
6 borrow this for a second.  K-H-R-E-S-H-C-H-A-T-Y-K.
7           BY MR. TENREIRO:
8      Q    Okay.  So, going back to the first page,
9 Mr. Zaslavskiy, of Exhibit 3, I'm still -- sorry --
10 focused on the 2.8 million number there.  It says
11 "already purchased."  So, I'm trying to understand, what
12 does it mean, "already purchased"?
13      A    Same thing when we took credit cards.  We
14 didn't bill them right away, but that number showed up.
15 It's not -- it's not showing up because we dived in;
16 it's, as soon as they opened the wallet, that's why it
17 was showing up.  If we had refund it, it's also showed up
18 there.  But, they didn't go back.
19      Q    So, you're saying you didn't manually type
20 this number?
21      A    Of course not.
22      Q    This number is generated automatically --
23      A    By a program.
24      Q    Okay.  So, how does the program generate
25 2.8 million tokens if you had had the 2 million purchased
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1 by your friend from Ukraine?
2      A    He went into the system, because we did all
3 of it officially, and that's it.
4      Q    So, he went into the credit card -- into the
5 system and put in $2 million?
6      A    He didn't put the credit card, they don't a
7 have credit -- no, they do have, but, he put in the
8 system, that's the amount, and that showed up.  And we
9 were fixing it, but then we closed the whole project.
10      Q    I understand that you closed it.  I'm just
11 asking you questions about before you closed it.  When
12 you -- and if I went on the website before it was closed
13 and I clicked on "Buy RECoin," what would show up?
14      A    Internal wallet.
15      Q    It would say "Please register," right?
16      A    It's first "Please register," then the
17 amount.  You can type in the way you want to pay.  If you
18 wanted to pay with Bitcoin, it's one thing, if you want
19 to pay with credit card, another way.
20      Q    Okay.
21      A    And then it should -- it's supposed to show
22 up.
23      Q    I'm sorry?
24      A    And then it would show up here as that.
25      Q    In this counter?

Page 43

1      A    Yeah.
2      Q    Okay.
3      A    I'm not a computer person, but that's the
4 way it worked.
5      Q    I got it.  And who -- by the way, who -- who
6 designed this website?
7      A    A guy in Ukraine.
8      Q    Okay.  And who gave him the content for
9 what's on the website?
10      A    As far as what's written?
11      Q    Yeah.
12      A    We did.  Well, I did.
13      Q    Okay.  And who's the -- what's the -- where
14 is this website hosted?
15      A    Reddit (phonetic), if I'm not mistaken.
16      Q    All right.  So, I go on, I register --
17      A    Actually, I'm sorry.
18      Q    No, no.
19      A    I think it moved to a different server after
20 the break we have in the beginning.  I'll have to find
21 out.
22      Q    Okay.  So, I go on, I register -- I click
23 "Buy RECoin," I register, and then I can either give
24 my -- I can pay by Bitcoin or I can give my credit card.
25      A    Um-hum.
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1      Q    And I would purchase what?
2      A    A pledge.  Well, you could have given a
3 pledge, but transferred the money.
4           MR. SZCZEPANIK:  A pledge?
5           THE WITNESS:  Yeah.  But, transferred the
6 money.  We had the accounts, also.
7      Q    But, some people did transfer the money with
8 their credit cards, is what you're saying?
9      A    Most of them.
10      Q    Okay.
11           BY MS. SZCZEPANIK:
12      Q    Did anyone pay in Bitcoin?
13      A    There was a couple people.  I need to check.
14 But, usually, in Bitcoin, it was, like, $100.  The
15 average ticket was about $100, around 50.  There is some
16 people that paid with a credit card, like, I know we got
17 the refund.
18      Q    Who controlled the Bitcoin address to which
19 any Bitcoin was sent?
20      A    I do.  I have a number, if you need it.
21           MR. TENREIRO:  And you have a wallet.
22      Q    An address.  How many addresses do you have?
23      A    We had two, one that used to moved to this
24 one, and one that we transfer afterwards.  Just because
25 the break-ins.  It's -- I mean, anybody who does with
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1 this (unintelligible), everybody knows already.  That's
2 the problem.
3             So, you not supposed to keep it in the
4 wallet, almost anything, just for safety reasons.
5 Because, the problem that we encounter when we have --
6 it's like, a credit card goes through a process when you
7 put it in the wallet, it can -- because, they need to --
8 it needs to be approved to go inside the wallet.
9             There is two answers in side to side.  So,
10 it's risky.  That's why this wallet is always stayed
11 empty, just for safety reasons.
12           BY MR. TENREIRO:
13      Q    Did you -- when you -- okay.  So, when I put
14 in my credit card, then I was -- what was I buying?  I
15 was buying a --
16      A    For now, membership.
17      Q    But, was I -- I mean, here it says "Buy
18 RECoin," so, was I buying RECoin?  Was I buying -- what
19 was I buying?  Was I buying a token?
20      A    You buying a membership that's tokenized.
21 If you would have read a little bit more, that's what it
22 is.  It is token --
23      Q    Um-hum.
24      A    -- from your understanding, but it is
25 membership.  And it is membership in every -- that's why
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1 a lot of things that's not acceptable, but -- a lot of
2 things that we looked at it as is membership.
3             I recall -- the reason why we call it RECoin
4 is because it was backed by real estate, of course.  Now
5 we call it Diamond Club, just because it's backed by
6 diamonds.
7      Q    Diamond Club is the name of the new --
8      A    (Unintelligible.)
9      Q    Okay.  And I'll get to that in a minute.

10 What was the cost of the membership?
11      A    Huh?
12      Q    What was the cost of the membership?  Like,
13 my gym costs $2,000 a year.
14      A    A dollar.
15      Q    A dollar was a month of membership?
16      A    Yes.
17      Q    Okay.
18      A    It depends, yeah, how much -- they give us
19 this.  The more they have, the more access they have.
20      Q    Um-hum.
21      A    That is, minus 80 or 50 percent, that's in
22 the membership.
23      Q    Um-hum.
24           BY MS. SZCZEPANIK:
25      Q    Access to what?
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1      A    They give discounts, conferences,
2 educational, so forth, so on.  Like a club.
3           BY MR. TENREIRO:
4      Q    So, if I buy $1, I'm a member --
5      A    Yes.
6      Q    -- and I have a certain level of access?
7      A    Yes.
8      Q    If I buy $100, I'm a member and I have more
9 access?

10      A    Of course.
11      Q    And if I buy 1,000 and so on; is that right?
12      A    Yes.
13      Q    Okay.  And where was that explained to
14 people?
15      A    On this site it wasn't.  Like I said, we
16 closed it before we did that.  On the DRC it's all
17 written down.
18      Q    On the what?
19      A    On the next -- on the next --
20      Q    DRC?
21      A    Yeah.
22      Q    What's DRC?
23      A    Diamond Reserve Club.
24      Q    Diamond Reserve Club.
25      A    Right.
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1      Q    Okay.
2      A    Here, we didn't get to this stage.  One more
3 time.  Here.
4             You're trying to figure this out, but you
5 don't want to listen to what I'm saying, and that's
6 become -- we didn't get to certain stages.  If it says
7 it's a membership, we just write down what discount --
8           BY MS. SZCZEPANIK:
9      Q    Where does it say in there that it's a
10 membership?
11      A    On the white paper it says.  I have it on
12 white paper and --
13           BY MR. TENREIRO:
14      Q    Well, let me ask you this:  Where does it
15 say -- I'll get to the white paper in one second.  I
16 mean, these different levels of access, if I buy more or
17 less, where is that explained to people on this website?
18      A    It did not.
19      Q    It did not.  I understand that this was
20 closed.  I heard you loud and clear.  But, I'm still
21 trying to understand this website before I move onto the
22 Diamond Reserve Club.
23      A    Okay.
24      Q    So, this website does not explain -- does
25 this website explain that you were purchasing a
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1 membership in a club?
2      A    Paying a membership on white paper, it says.
3      Q    Okay.  Let's look at the white paper.
4             (SEC Exhibit No. 4 was marked for
5             identification.)
6      Q    Okay.  So, I've handed you what I asked the
7 court reporter to mark as Exhibit No. 4.  Please take a
8 look at it and just let me know if you recognize the
9 document and then we can get to questions about it.
10      A    It says "Company Profile," (unintelligible).
11 I guess so.  Not sure.  I'll tell you why, because, even
12 there you can see a whole bunch of dates.  Which one is
13 this?
14      Q    This is -- well, do you recognize this?
15      A    One more time, it looks like from the site.
16 Yes.
17      Q    Do you recognize this as at least a version
18 of the company's white paper?
19      A    Yes.
20      Q    As RECoin's -- 101RECoin's white paper?
21      A    Yes.
22      Q    Okay.  You're saying there's different
23 versions of it?
24      A    Yeah.  We were updating it and we have got
25 press releases with --
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1      Q    Okay.
2      A    And you have two different, also.
3      Q    You're referring to the stack that you gave
4 me this morning?
5      A    Yes.
6      Q    Okay.  I'll get to that stack.  I promise.
7             Focusing on this white paper, I'll represent
8 to you this was pulled from the 101RECoin website.  Can
9 you please just --
10      A    When?
11      Q    Oh.  This was pulled in August.
12      A    Okay.
13      Q    Okay.  And this -- you said the website went
14 live on August 7th, correct?
15      A    Um-hum.
16      Q    And you've been referring to a shutdown or
17 that you stopped the project.  Is that stopping it or --
18      A    Yes.
19      Q    Is that a proper term?
20      A    Yes.
21      Q    Okay.  When did that happen?  What was the
22 date of that?
23      A    Couple weeks after my -- I'm trying to
24 count.  Yeah.  Roughly 25th.  I think it's 21st, but by
25 the 25th we -- no advertising, no nothing.
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1      Q    Of August, you mean?
2      A    Yeah.
3      Q    Okay.  And --
4      A    I'm not sure.  There's e-mail when we
5 changed it.
6      Q    Okay.  Approximate is fine for now.  Late
7 August, approximately.
8      A    Uh-huh.
9      Q    I understand there's an e-mail.  Was there

10 an initial coin offering date range for RECoin
11 originally, before the shutdown?
12      A    Two months.
13      Q    That was -- okay.  So --
14      A    Membership offering.  I'm going to fix your
15 words, just because I don't -- she writes it, so I want
16 it to be filed as a membership.
17      Q    Okay.  So, what was the -- what was the time
18 period for the offering?
19      A    Two months, until October 7th.
20      Q    Okay.  That was the --
21      A    9th.
22      Q    Okay.  And then you stopped it sometime in
23 late August?
24      A    Yeah.  We stopped it.
25      Q    All right.  Now, can you direct me to the
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1 explanation of the membership offering in the white paper
2 that I'm showing you as Exhibit 4?
3      A    I don't see it in this paper.
4      Q    Okay.  What about the -- the different
5 levels of access, if you bought more or less, where -- is
6 that explained in this paper?
7      A    No.  That paper shouldn't be explained that
8 part, because it's not part of the white paper even
9 now -- I'm sorry.
10      Q    It's not part of the white paper even now?
11 Is that what you said?
12      A    Yeah.  Because, as far as levels of
13 membership goes up and down, it will add up.  It will
14 continue adding up as things in the membership, separate
15 filed.
16           THE REPORTER:  Separate filed?
17           THE WITNESS:  White paper stays with you for
18 a long time.  Levels of membership and what goes
19 into the membership grows.  The more access, the
20 more stuff we have, it will grow.  That's why it
21 would never be in the white paper.
22      Q    Okay.
23      A    It's a separate paper.
24      Q    Okay.
25      A    But, I don't see it here for some reason.
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1      Q    So, where do you explain, then, to people
2 that are purchasing the memberships these different
3 levels of the access?
4      A    Onsite.  On the new site you have it there
5 as a separate paper.
6      Q    You mean, on Diamond Reserve Club?
7      A    Yes.
8      Q    Okay.  But, for RECoin?
9      A    We didn't have it.  We didn't get to that

10 stage.  With Diamond Reserve Club, we're already way,
11 way -- we're actually going to have a wallet in two
12 weeks.
13           BY MS. SZCZEPANIK:
14      Q    And where is the wallet going to be housed?
15 Who's going to have control of the wallet?
16      A    My team.
17      Q    In the Ukraine or in the United States?
18      A    United States.  I'm not -- I have Ukrainian
19 team, just because it's cheaper.  It's hard to -- just
20 for finances, I keep everything here in case of
21 emergencies.
22      Q    And is the wallet going to be located on
23 your website?
24      A    Yeah.  Of course.
25      Q    On your servers?
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1      A    Yes.  It's tokenized membership wallet,
2 which we were supposed to have it on time for this,
3 before the end of the IMO, but, because this is closed
4 down, it's the same wallet, the first --
5             The first version of the wallet already been
6 converted.  We were testing it.  And the next probably
7 going to be in a year or two.
8      Q    Okay.  Is this Bitcoin wallet or some other
9 wallet?

10      A    We have our own.  We're building our own
11 wallet.
12      Q    On your own team?
13      A    Yeah.  We use Ethereum as a backbone.
14           THE REPORTER:  We use?
15           THE WITNESS:  Ethereum.
16           MR. TENREIRO:  Ethereum.  E-T-H-E-R-E-U-M.
17           THE WITNESS:  We use Ethereum because it
18       does, at this point, what I see is the most safest
19       out of whatever there is.  And there's another
20       three of them coming out.
21      Q    And how's the blockchain going to be set up?
22      A    I don't understand your question.
23      Q    How are -- for example, how are -- are you
24 going to have a coin going to be issued on the
25 blockchain?
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1      A    Token.
2      Q    A token?
3      A    A membership token.  The more they use it,
4 the more their level will go up.
5      Q    And what is the name of the token?
6      A    DRC.
7      Q    And what is the mining process for that
8 token?
9      A    For that it's not going to be mined yet.

10 It's first stage of the wallet.  Because, it goes on a
11 lot of stages and that's where -- the first --
12             Depending on the mining, mining we have
13 stage, I think, 2 or 3, which is going to happen in about
14 a year.  Because, it's going to be from that wallet moved
15 to the next wallet, where it's going to be mined, if
16 possible.
17      Q    Okay.
18      A    It's just -- to build a wallet with the mine
19 (unintelligible) will take over a year to do it -- to do
20 it the way I want it to be working.
21      Q    And describe how that process is going to
22 work.
23      A    We have it set up so that the funds will go
24 to a nonprofit.  Like, two percent will go to from --
25 raising from sole membership, then seven, I think six or
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1 seven will go to ten biggest nonprofits, and then will
2 get different -- also set up of different association in
3 the regions and they'll get a piece of whatever the
4 people will use as commission.
5             Like, in the wallet you don't have a set
6 commission, I mean, like everything else.  People set it.
7 But, we tell him that, basically, a certain percentage
8 will go to nonprofit.
9             That's one thing, I've been doing it a lot.

10 I think everything has to have a certain philanthropic
11 parts.
12      Q    What is the benefit for the nonprofit?
13      A    They get the money and they will distribute
14 the money and they'll, for example, get whatever they
15 need.  It's not, you know, what -- we're going to look
16 into it.  We're going to look into so they won't steal
17 it.  Like --
18      Q    So, are you talking about the tokens being
19 distributed to the nonprofits?
20      A    Uh-huh.  At the end of the day they going to
21 get a token, they will have to sell the token, convert it
22 or whatever they want to do with it.
23      Q    And how are they going to sell it?  Where
24 would they sell it?
25      A    Don't know.  It's not up to us.  We build
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1 the club, we will tokenize.  Then, what they want to do
2 with it, we're not going to have control over it.  At the
3 end of the day they have the membership.  That we have
4 control over.  For example, you have a membership, you
5 use certain amount of tokens.
6      Q    And what rights does the membership give you
7 for this new token?
8      A    It depends on how many tokens you have, how
9 many tokens you use, how many -- it's like, on the
10 average, it has --
11      Q    So, I have a token.  What could I do with
12 that token?
13      A    Get discounts.  That's what we're -- we
14 have, probably, like, mid-next month, maybe a little bit
15 later.
16      Q    Discounts where?
17      A    Travel discounts, United States, food
18 discounts, store discounts, so forth.
19           BY MR. TENREIRO:
20      Q    So, you're working with -- with --
21      A    I'm -- right now I'm in the process of
22 working with a company that will get me access to
23 discounts, to a bundle of discounts fast.
24      Q    What's the company's name?
25      A    Access.
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1      Q    I'm sorry?
2      A    Access.
3      Q    Access is the name of the company?
4      A    Yes.  They are the big offerers for the
5 club.  And then we go directly to each one, because a lot
6 of them have affiliate program, and that's much more
7 interesting than --
8             That's what we make.  We make money not on
9 selling, we make money on the service afterwards.  That's

10 where we make money.
11      Q    On the service of what?
12      A    Of people using to our club for different
13 discounts as through affiliate programs.  And them using
14 the tokens and so forth, that's where make the money.
15             We don't make money, like, I sold you a
16 million things, here, 15, 20 percent, like the rest of
17 them, here, that's it.  I made it.  I don't care if it
18 flies or not.  And in my case, it needs to fly before I
19 make the money.
20      Q    Can I currently buy membership interests or
21 membership --
22      A    Token.
23      Q    -- token in DRC?
24      A    Of course.
25      Q    So, currently in the website you can buy
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1 them?
2      A    Yes.
3      Q    Okay.
4           BY MS. SZCZEPANIK:
5      Q    And how much is each token?
6      A    It's the same thing.  Right now it's
7 85 cents from a dollar.  But --
8      Q    And where does the 15 percent go?
9      A    The 15 is discount.  It's just discount --

10           BY MR. TENREIRO:
11      Q    So, I give you 85 cents, you give me one
12 token?
13      A    Yes.  It's just discounted in the beginning.
14             Then, to set up is this.  Certain amount
15 will go to -- 30 percent advertising and charities, stuff
16 like that.
17             But, as far as software, I'm paying it out
18 of my budget.  I've been paying for a year and a half.
19 It's not one software, I'm building almost 20 of them.
20      Q    Well, what about the diamonds?
21      A    Diamond can stay at 55.  They're 70 percent.
22 They -- I buy them -- the reason why I'm holding -- I'm
23 not buying it yet; the more money I have, the more
24 discounts in diamonds I'll get.
25             And we said we're going to start buying real
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1 estate after ICOs, and after the end of the year when the
2 wallet will come up.
3             I'm afraid -- the problem with this is --
4 the biggest problem, I'm afraid, if I buy real estate
5 with this project, I'm going -- you come in and tell me
6 you want it tomorrow, I'm not going to do it.  Not
7 because I don't want to, because it's impossible.
8             In diamonds, they're more liquid.  It's a
9 lot -- there is no taxes in holding them.  You don't have

10 to fix them as far as a house.  All those things, that's
11 where I made the mistakes with this project.
12      Q    With RECoin, you mean?
13      A    Yes.  The deal is great and it's a hundred
14 percent what this next stage is, which is DRC.  So, we
15 are in the next stage of this.  It's just, we open a
16 different entity.  It's a total different entity.
17      Q    Yeah.  Now I'm getting to that.
18             Other than -- let me just, since we're
19 talking about two different things here, we're talking
20 about RECoin and we're also talking about Diamond Reserve
21 Club.
22      A    Yes.  That's --
23      Q    Other than the -- so, the idea behind RECoin
24 was that it would be backed by real estate, correct?
25      A    Um-hum.
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1      Q    Now, you never bought any real estate; is
2 that right?
3      A    There was no time for it.
4      Q    There was no invest --
5      A    We never -- we never get to -- we never got
6 to the stage.  We always said we're going to buy real
7 estate later.  We didn't say, "We have a dollar, I'm
8 going to buy real estate."  What am I going to buy with a
9 dollar?

10      Q    I'm just asking if you ever bought any real
11 estate.
12      A    No.  I already answered you and I'm telling
13 you one more time, we didn't get to the stage where we
14 started buying it.
15      Q    Okay.  And other -- so, and then, the DRC
16 project, that is going to being backed by diamonds,
17 correct?
18      A    Of course.
19      Q    Other than the different backings, are there
20 other differences between RECoin and DRC or are they same
21 or what --
22      A    We changed from 50 years flying to 30.
23      Q    Okay.
24      A    That's about it.  We give more percent --
25 it's same amount, but we gave more percent to charities
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1 and from commission.
2      Q    Okay.
3      A    That's it.  The rest is exactly the same.
4      Q    Okay.  The -- going back to the people that
5 you've talked to for the discounts, you mentioned a
6 company called Access?
7      A    Um-hum.
8      Q    Okay.  And who have you spoken to?
9      A    Mike -- I can send you his e-mail.

10      Q    Mike?
11      A    I don't remember his last name.
12      Q    Oh, okay.  Got it.  And where is he?
13      A    Honestly, I talked to about 30 of them,
14 wrote e-mails.  I'm not sure.  I liked Access the most.
15 I don't remember.  Oklahoma, Kentucky -- I'll send you
16 the company.  It's Access.  I remember the name of it,
17 just because --
18           THE REPORTER:  It's A-X-I-S?
19           THE WITNESS:  No.  It's A-C -- I think it's
20       A-C.  Give me a second.
21           THE REPORTER:  Or is it "Excess"?
22           MR. TENREIRO:  I think he's saying "Access."
23                 MS. SZCZEPANIK:  A-C-C-E-S-S?
24           THE WITNESS:  Access.  Yeah.
25           BY MS. SZCZEPANIK:
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1      Q    How did you first --
2      A    Internet.  I went to a whole bunch of sites,
3 discounts where I can get the bundle at the same time and
4 then start fixing the -- like, for example, I can get the
5 certain airlines cheaper discount than they do, just
6 because I know, like, an owner of one of the airlines.
7 And so forth.
8             So, this way, you know, we get a small piece
9 of it and then we'll be, like, start adding our own

10 pieces, and then, you know, if we need this piece, we are
11 going --
12             Just, this way I can get better, because
13 they've been doing it for longer, and then we're going to
14 add our own, also, to it.
15             For example -- I know I'm going back to it.
16 I know a whole bunch of developers.  So, I can give
17 discounts for developers for other people who are
18 members, for advertising, or, or, or.  It's like, for
19 example, we started six already up, six sites --
20           BY MR. TENREIRO:
21      Q    Six already up?
22      A    Yeah.  And 18 to go.  Just new sites, like,
23 with different information, like, about ICOs, about
24 travel and leisure, about start-ups, about real estate,
25 about real estate fixer-uppers, how to, you know, do it
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1 yourself.
2             It's like, you know, it's advertising and at
3 the same -- it's people who can get information if they
4 sign up and it's already started.
5             So, it should have been part of this; it's,
6 like, a separate entity.  It's not a subsidiary.
7      Q    When you say "we," who -- are you talking
8 about this Diamond Reserve Club or --
9      A    "We" is -- I call everybody "we," as far as

10 my team.
11      Q    How many people are on your team?
12      A    Do you count as full time or part time?
13      Q    Just explain it to me.
14      A    About 300 people.
15      Q    300 people.
16      A    Yeah.
17      Q    And how many of them are full time?
18      A    Eight.
19      Q    Okay.  And the other ones are --
20      A    Through different sites, through seeing at
21 home, we have students that been helping us, different
22 people.
23      Q    And who pays their salary?  I need a verbal
24 answer.
25      A    Me.
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1      Q    Okay.  And from what funds?
2      A    Personal.
3      Q    Okay.  So, let me go back to --
4           BY MS. SZCZEPANIK:
5      Q    How much do you pay the full-time employees?
6      A    Full time, the most expensive was 1,000 and
7 a half a month.
8      Q    Um-hum.
9      A    That's why I said it's cheaper there.
10           BY MR. TENREIRO:
11      Q    You mean, in Ukraine?
12      A    In Ukraine.  I have a couple from India,
13 also.  They get, like, $200 a month for what they do.
14 They check on stuff and they do researches if we need to
15 and so forth.  If they need translation in Indian, they
16 do -- some of them just take better job, some of -- it's
17 the money cost right now.  And money cost for me is
18 cheaper to hold it there --
19      Q    And where --
20      A    -- right now.
21      Q    Where is the money coming from?  I'll get to
22 your --
23      A    Right.
24      Q    -- prior employment in a minute.  But,
25 for -- where did you get the money?
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1      A    Ask IRS.  No offense.  That's already none
2 of your business.
3      Q    I'm sorry?
4      A    That's already none of your business as far
5 as where I get my money.  IRS has that, though.  I don't
6 have a problem answering those questions for -- I don't
7 understand this question from you guys.
8           BY MS. SZCZEPANIK:
9      Q    We want to know --

10      A    It's my personal funds.
11      Q    -- where you're getting the money to run --
12      A    It's my personal funds.
13           BY MR. TENREIRO:
14      Q    But, did you get these funds from prior
15 employment or --
16      A    At one point --
17      Q    -- is someone helping you finance?  Did you
18 get a loan?  I mean --
19      A    Like I said, that's my business.  I don't
20 think it's your business to ask me where I get my money.
21 I personally don't like anybody going into my personal
22 finances.
23             IRS I understand.  I pay my taxes.  But,
24 everything else, I don't see a point to.  I have enough
25 from friends, family, whatever.  But, I'm taking the
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1 Fifth on that answer.
2      Q    Okay.  Do you have bank accounts in the
3 United States?
4      A    Of course.
5      Q    Okay.  Where?
6      A    Which bank?
7      Q    Yeah.
8      A    Bank of America.
9      Q    Any other bank?

10      A    First Republican, I have --
11      Q    First Republic?
12      A    Yeah.
13      Q    Any others?
14      A    No.  That's it for now.
15      Q    Okay.
16           BY MS. SZCZEPANIK:
17      Q    When you say, "That's it for now," are you
18 taking the Fifth on other bank accounts?
19      A    No, no, no.  It's just, for now that's it.
20 It's just -- I -- one of the things, I'm moving to Puerto
21 Rico and I want to buy -- be granted and getting to pay
22 lesser taxes, I have to move all my accounts there.
23           BY MR. TENREIRO:
24      Q    To Puerto Rico, you mean?
25      A    Yeah.
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1      Q    Is First Republic in Puerto Rico?
2      A    No.  None of them there.  That's why I'm
3 saying for now that's the banks I'm using.  And I'm going
4 to start using the other ones in a month or so.
5      Q    Oh, I see.  Got it.  Hopefully they'll be
6 okay.
7      A    There is -- no.  It's still in America soil,
8 it's just --
9      Q    Oh.  I'm just saying, Puerto Rico's having a
10 hurricane.
11      A    Yeah.  I know.  But, I'm moving for
12 different reasons.  The reason is, they have a grant
13 program for, if you move your business there, you pay
14 less taxes.  That's why I'm moving there, because it
15 gives me more room for this, as far as money.
16      Q    Okay.  So, let me -- let me ask you a couple
17 questions, just because I'm still confused about
18 something earlier.  And I apologize for going back.
19             Back when RECoin was the live project, you
20 were explaining to us that, basically, if I went and put
21 it on my credit card, I would buy a membership token; is
22 that correct?
23      A    Um-hum.
24      Q    Just correct me if I'm getting any of this
25 wrong.  And if I bought more, I would have more access,
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1 essentially?
2      A    Um-hum.
3      Q    Okay.  And then I was asking you about,
4 where does that explain that on the website --
5      A    I said --
6      Q    -- and it's not on the website and it's not
7 on the white paper, at least not the one that we saw.
8             So, back in August, if it's August 10th,
9 2017 and I go and I want to buy this membership interest,
10 where am I getting this information?  Who is explaining
11 to me that I'm buying a membership in a club and that if
12 I buy more I get discounts, et cetera?  Where was that?
13      A    The discounts we didn't explain at that
14 point.
15      Q    Okay.  And so, that was not explained in
16 any -- in any medium?  Okay.  So, how -- was that a no?
17 Just because, I --
18      A    No.
19      Q    Okay.  So, I guess my question is, well, how
20 was I supposed to know that that's what I was buying?
21      A    We wrote on one of those papers and
22 explained that.  We didn't go into details, just because,
23 like I said, we start feeding the next stages.
24             It says about the ecosystem, it said about
25 the stages.  We didn't get to the stage where we
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1 explained already more in detail about the membership.
2      Q    Okay.  Fine.  So, now -- and I apologize,
3 but I haven't looked at your stack.  Did you print out
4 the DRC website here?
5      A    No.
6      Q    Okay.
7      A    Something didn't say that.  I figured you
8 would have a new one for me in about a couple days.  As
9 long as I'm here, if you can, it would be great.
10      Q    Yeah.  No.  I can bring the computer and we
11 can look at it after the break.
12      A    No, No.  Not about that.  I'm pretty sure
13 the other subpoena for DRC I'll have in about a couple of
14 days.
15             So, if that's possible, if you can do it,
16 like, for example, today, type it up, I'll take it and
17 we'll meet again next week about DRC.  This way --
18 because, like I said, I'm planning to go for a couple of
19 months and I want to, you know, have this before I go.
20      Q    Thank you.  I appreciate that.
21      A    I'm not buying tickets --
22      Q    I appreciate that.
23             So, let me just ask you, though, I -- I
24 just -- I mean, for the DRC token membership -- is that
25 the right term?
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1      A    Yes.
2      Q    Okay.  Does that website explain, you know,
3 if I buy --
4      A    Because, we're already at the next stage.
5      Q    Let me finish the question.
6             Does that website explain, if I buy more, I
7 have more access?
8      A    Yeah.
9      Q    Does that explain that?
10      A    Yeah.  That's already done, because, like I
11 said, everything goes in stages.  I mean, if you were
12 raised in a club you cannot -- any business.  But, it has
13 different stages.
14             We're talking about our stages, now we're at
15 the next one.  Like, for example, we're staying with an
16 ecosystem, we're going to have a new stage.  We're
17 already raising them.
18      Q    Let me -- let me take a step back, just to
19 make sure I understand.  When did the website for DRC go
20 live?
21      A    A couple weeks ago.
22      Q    So --
23      A    That's ended -- it's -- right away.  The
24 e-mail got -- if you give me the time, there is an e-mail
25 which we sent that we're moving.  That's when it went
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1 live, a couple days before.
2      Q    Okay.  I'll get to that in a minute.  All
3 right.  So, around this -- after this -- RECoin closed
4 around that time DRC started?
5      A    Yeah.  We closed a couple days after, I
6 think, DRC started.  Just because we had to show where to
7 go --
8      Q    Gotcha.  Gotcha.  All right.  Gotcha.
9             When you say you closed, though, what do you
10 mean by "closed"?  I mean, the 101RECoin website is still
11 up, correct?
12      A    We cannot close, because we still accepting
13 refunds.
14      Q    Okay.  Does the website talk about refunds?
15      A    No.  It doesn't.
16      Q    You said that was --
17      A    We e-mailed it, e-mailed it, e-mailed it and
18 we stated it on Bitcoin talk where everybody is.
19      Q    Right.  And how did you know who to e-mail?
20 Did you have, like, a list of people who had purchased
21 the -- the tokens?
22      A    We have only e-mails.
23      Q    I'm sorry?
24      A    We have their e-mails.  Some of them --
25 well, they didn't put the credit card in or if they --
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1 whatever they have, we have e-mail, we have first name,
2 last name sometimes.
3      Q    So, you had a list and you e-mailed them?
4      A    Yeah.  Of course.
5      Q    And you -- and you're saying you brought a
6 copy of that e-mail here?
7      A    Of course.
8      Q    Gotcha.  Okay.  And so -- but, you didn't
9 bring a list of the e-mails, did you?

10      A    The list who I e-mailed?
11      Q    The list -- no, no.  Just a list of the
12 e-mails that you have.
13      A    We just send one to them all.
14      Q    I mean, the list of the actual e-mail
15 addresses.
16      A    Like I said, if you read in your -- so, you
17 said token.  We didn't sell tokens, so I figured I don't
18 need to bring that.
19             Remember I asked you over the phone, you
20 said, "When you come in we'll talk about it"?  That's
21 what it is.  Because, honestly, as far as what I read in
22 subpoena and on the Internet, is because we didn't sell
23 in assets, we didn't sell token, even, as far as it says
24 here.
25             So, I can only provide the first two things
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1 and terms and conditions, which number 7, I think, out of
2 all of the 10 things that you -- in the subpoena.
3      Q    Okay.  I mean, I'll just state on the record
4 that we're asking for information that relates to the
5 potential actual purchase of membership interest, as
6 well.
7      A    A nice piece of paper would be nice.
8      Q    Okay.  We'll -- we'll discuss that on the
9 break.  But, you have a list -- but, you have a list --

10      A    I have -- of course.  I have a list of who
11 I -- the only thing is, after you -- you want before the
12 refunds or after?  Because, after I can provide within a
13 day, two.
14      Q    I'm just asking --
15      A    (Inaudible.)
16      Q    I'm just asking --
17      A    (Inaudible.)
18           THE REPORTER:  I'm having a hard time taking
19       both of you talking at the same time.
20      Q    I'm just asking for the list of people who
21 purchased a membership token, that's all.
22      A    Fine --
23      Q    Just the list.
24      A    That's fine.  You have the -- you want their
25 e-mails?
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1      Q    Yeah.
2      A    That's fine.  My question is this --
3      Q    But, you have that list, to be clear?
4      A    Of course.
5      Q    Okay.  Great.
6      A    You want the list before or what we have
7 now?  Because, like I said, we didn't keep records after
8 refund.  I have to go more into different systems to find
9 that.
10             And -- but, if you want to do it for
11 whatever the members now, I can send it to you.  If I
12 make it before tonight, before the computer -- before the
13 holiday, if not, I'll give you --
14      Q    No.  We want both.  We want both.
15           MR. TENREIRO:  Okay.  So, let's go off the
16 record.
17       (Whereupon, a recess was taken.)
18           MR. TENREIRO:  Let's go back on the record.
19 I don't know what time, but 10:00-something.
20           THE REPORTER:  10:42.
21           MR. TENREIRO:  Okay.  10:42.
22           BY MR. TENREIRO:
23      Q    Okay.  So, first, Mr. Zaslavskiy, before --
24 before, when we were off the record, did you discuss this
25 case with either of us of the SEC?
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1      A    No.
2      Q    Okay.  So, I want to go back to a couple
3 things we were discussing earlier this morning.  You
4 were -- you were mentioning something about stages,
5 right?  And I think you said -- correct me if I'm
6 wrong -- with the RECoin -- I'll call it "project."  With
7 the RECoin project you never got off, I guess, the first
8 stage; is that correct?
9      A    We didn't even get to the first stage.  We
10 just got to, like, a start.
11      Q    Okay.  So, you -- you accepted certain
12 credit card payments or other purchases of the token --
13 of the -- you call it the token --
14      A    Membership token.
15      Q    -- the membership token, but you did not get
16 into the first stage of what?
17      A    We didn't even give them the tokens.  As far
18 as cryptocurrency --
19      Q    Okay.
20      A    -- what you refer to tokens, we just give
21 them -- we have software tokens.
22      Q    You give them, like, receipts, basically?
23      A    I don't know how to explain it.  I guess,
24 like, a receipt that they will receive the token.
25      Q    Yeah.
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1      A    But, it's -- it's more of a computer thing.
2      Q    Um-hum.
3      A    But, basically, there is tokens you -- what
4 I read this is concern, is cryptocurrency.  They didn't
5 get that token at all.
6      Q    Got it.
7      A    And the token also called, like, for
8 example, gaming.
9      Q    Gaming?
10      A    You know, your kids play?  That's also
11 called a token.
12      Q    Um-hum.
13      A    So, they're all called a token even if it's
14 inside the system.  It's all -- what they received is a
15 token that's inside the system.  That's what I'm
16 trying to -- sorry to interrupt -- to explain the
17 difference in levels of tokens as far as one has about,
18 at this point, five already.
19           BY MS. SZCZEPANIK:
20      Q    When you -- when you were issuing these, the
21 RECoin tokens, were you using the Ethereum blockchain at
22 that point?
23      A    No.  We didn't get to that stage.  We said
24 we're going to get Ethereum, we actually --
25      Q    So, how did you keep track --
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1      A    Just the software.  Just inside --
2      Q    What software?
3      A    The site.  It had, inside, like,
4 something --
5      Q    A ledger inside the site?
6      A    It's not even a ledger yet.  It's like eBay.
7 You want to buy this, this is what it is, but until you
8 pay through PayPal, eBay doesn't do it.
9             So, it's inside -- I mean, you can call it a
10 wallet, but it's not even a full understanding of the
11 wallet.  It's more of a --
12           BY MR. TENREIRO:
13      Q    Right.  So -- so, as part of the services
14 that you hire -- just correct me if I'm wrong.  But, my
15 understanding of how this works is, you hire someone to,
16 you know, put up this website and you can hire or you can
17 program it to accept credit card payments, essentially,
18 right?
19      A    That's about it.  It's a card.
20      Q    And then, you pay for that service,
21 essentially, and then that keeps track, I guess, of who's
22 paying it?
23      A    Who's supposed to get it and whoever's paid
24 what tokens and so forth, as far as your understanding on
25 the tokens.
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1           BY MS. SZCZEPANIK:
2      Q    So, how -- how did you keep track on the
3 website of how many --
4      A    There is a backbone of the site that's just
5 like, I don't know, eBay cards.
6           BY MR. TENREIRO:
7      Q    So, much more primitive than tokens and
8 blocks.
9      A    It's way, way primitive.  It's like, I

10 think like on eBay, I think is the closest, being more
11 secure, but, it's about just a shopping cart.  You pick
12 what you want to buy.
13      Q    Right.
14      A    So, we didn't get to the stage where they
15 get the tokens.
16      Q    Right.
17      A    And then, one of the things is why we
18 couldn't accept credit cards is because they didn't get
19 the token.
20      Q    But, you said you could also accept Bitcoin
21 and Ethereum, correct?
22      A    Right.  We could accept all of it.  I'm
23 saying, the reason why we didn't use a plan to get that
24 stage, like, they're building at their own pace.
25             The problem with credit cards is, the

Page 80

1 biggest problem, is fraud.  So, giving them right away
2 tokens is suicide.
3             It's like, in the other stages we already
4 understand that if you pay with a credit card you will
5 have a token inside the system, but you would not get a
6 token inside of Ethereum for at least 45 days if you pay
7 with a credit card.
8      Q    Okay.  So, and -- so, I understand that
9 you're saying, basically, for RECoin you accepted these
10 credit card payments, but you never got to the first
11 stage of RECoin, which, what was going to be the first
12 stage?
13      A    We were supposed to get the first wallet --
14      Q    Uh-huh.
15      A    -- and then, you know, we have -- we were
16 supposed to give them access where to basically spend it
17 as far as get inside the -- they have a system.  Get
18 advertising if they want it, stuff like that.
19      Q    And in terms of the real estate investments,
20 we already talked about, you never got to the stage of
21 buying any.  Did you contact any people --
22      A    I looked at Zillow and, like I told you,
23 Trulia.  I have a whole bunch of people who assumes we
24 went public --
25      Q    Zillow and what?  I'm sorry?

Page 81

1      A    Trulia.
2      Q    Okay.
3      A    There was -- the first house to be
4 San Francisco to convert it to co-living.  Because,
5 again, it's less risk, again.
6             You have ten people, if one doesn't pay,
7 instead of one renting the whole house.  And the small
8 space in San Francisco, I show it to couple to see it.
9 It worked and it's the safest way to do it.

10             Again, going back to the problem with, if
11 you don't pay -- I'm sorry -- you still continue paying,
12 so the risk of more diverse or, like, less risk.
13             But, I have -- I don't remember the name of
14 the guy who was trying to pitch me when we were building.
15 He found my phone through white pages, I think, because
16 I'm not hiding.
17      Q    Yeah.
18      A    And tried to pitch me some properties.  Then
19 I got e-mails, then I -- oh.  I stopped (unintelligible)
20 just reading what people write to me, just because they
21 always trying to sell me something.
22      Q    Yeah.
23      A    And the problem is, first, if the person
24 comes to me, I already think, personally, something's
25 wrong with it.  If he could have sold it, he could have
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1 sold it without me.  So, if he's coming to me, there
2 might be some risk more into it.
3      Q    Okay.  So, other than -- than looking at
4 Zillow and the other website you mentioned, what other
5 work, if any, did you do in terms of trying to identify
6 potential real estate investments?
7      A    That's -- I know about real estate.  I mean,
8 I've been buying since I was little and living here.
9      Q    Okay.
10      A    And I have a house with my parents and I
11 have another property -- a lot of properties that I had
12 to sell to cover certain things.
13             But at the same time, to buy a house is not
14 the problem, I mean, thanks to Internet.  It's not a
15 problem.  The problem that I told you, if you remember
16 when we talked, the management of the property.  Because,
17 I'm not going to buy it all in one square foot.  I cannot
18 manage it.
19             So, I understood that, in due time, I'm
20 going to have to find a management company in that area.
21 And so we -- I did that kind of research.
22             I didn't look for the property itself.
23 Like, I knew, for example, co-living is what, right now,
24 needed.  It's very -- what people needed, people looking
25 and there's a line.
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1             I actually, in San Francisco, signed up for
2 one of the co-living, they called me almost four months
3 later saying, "Oh, we finally have a spot for you."
4             So, I did that kind of research to
5 understand what I want to do with the property as far as
6 not buying a house and just renting it, but make less
7 risk renting to different people.
8             You know what co-living is.
9      Q    Did --

10      A    Right?
11      Q    Yeah.  Let me -- let me -- I just want to
12 get you out of here today.  So, let me ask you a couple
13 more questions.  I appreciate your explanation.
14             Did RECoin hire any real estate brokers?
15      A    No.
16      Q    Did RECoin hire any lawyers?
17      A    For the trust I hired a lawyer.
18      Q    I'm sorry?
19      A    For the trust, where the real estate
20 supposed to be hold, I hired a lawyer.
21      Q    Okay.  Other than that, did you hire any
22 lawyer?
23      A    No.  I didn't need a lawyer.
24      Q    Okay.  Did you hire any accountants?
25      A    For what?
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1      Q    Just for any reason.
2      A    No.  Not yet.
3      Q    And did RECoin ever buy any -- hire any
4 accountants for any reason?
5      A    No.
6      Q    Okay.  Did RECoin ever hire any, like, real
7 estate appraisers?
8      A    No.
9      Q    Okay.  So, the employees of RECoin, I think
10 you said about 300, eight full time and the rest part
11 time, correct?
12      A    Yes.  Managers, eight, and the rest
13 outsourced.
14      Q    So, the eight, are any of them, like -- I
15 want to understand a little more.  Are they programmers
16 or are they research assistants?
17      A    No, no, no.  Programmers is kind of half and
18 half.  He's outsourced.
19      Q    Uh-huh.
20      A    They do research for me when they --
21      Q    Outsourced?  Who is he?
22      A    The guy who does software for me.
23      Q    Okay.
24      A    I mean, he's been doing all the software for
25 me for many years.
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1           BY MS. SZCZEPANIK:
2      Q    And what's his name?
3      A    Eugene.  He's on the site.
4           MR. TENREIRO:  He's pointing at Exhibit 3.
5           THE WITNESS:  Right here.
6           BY MR. TENREIRO:
7      Q    Oh, this is -- I'm sorry.  So, this will be
8 page -- Eugene -- Eugene something.  There's one Eugene
9 there.  It says, "Development Team Lead."  That's him?
10 Eugene?
11      A    Yeah.
12      Q    That's your software guy?
13      A    Yeah.
14      Q    Okay.  Well, since we're here, there's four
15 people here --
16      A    That guy, Alex, is the one who basically
17 managed Ukrainian office.  He's, like -- for example, if
18 I need something, I tell him, he -- he's a manager.
19      Q    Okay.
20           BY MS. SZCZEPANIK:
21      Q    It says he's a "marketing Jedi Master."
22 What does that mean?
23      A    Yeah.  He's a good -- marketing.
24      Q    And what was he marketing for you?
25      A    The whole thing.  All of it.  Internet
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1 marketing.  He's good, but he's also manager.  Because, I
2 knew him for awhile.  I trust him.
3      Q    So, he's in the Ukraine?
4      A    Yes.
5      Q    How about Eugene?  Where's he?
6      A    Also Ukraine.  All of them are in the
7 Ukraine at this point.  Alex, Victoria, (unintelligible)
8 left.
9      Q    That's Alexandra, right?

10      A    Yeah.
11      Q    Why did he leave?
12      A    I can't pay him as much as he wanted.  He
13 come up to me and says, "I want a raise."  I said, "I
14 can't give you more," and he left.
15             I'm not holding anybody.  But these three
16 guys, I'm planning to move them to the United States --
17 well, as soon as we pick up.  But, --
18           BY MR. TENREIRO:
19      Q    Is that -- I'm sorry.  Is that Alex, Eugene
20 and Victoria that you're planning to move?
21      A    Alex, Eugene and Victoria.
22      Q    Okay.  But what were --
23      A    Alex, he's the manager.  He does, also,
24 marketing.
25      Q    Oh, this is the one -- the Alexandra.  I'm
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1 sorry.  Before he left.  Alexandra.
2      A    He done, like, for example, Reddit --
3      Q    Reddit?
4      A    Social media stuff.
5      Q    Oh, okay.
6      A    Answering questions and so forth.  Like I
7 said, he has a family.
8      Q    And Victoria, what does she do?
9      A    She -- she runs sites -- for now she's

10 bringing those 18 sites of basically new sites.
11      Q    Okay.
12      A    She does, also, books for me, a couple
13 books.
14      Q    Okay.  Did you -- did RECoin ever hire any
15 real estate developers?
16      A    No.
17      Q    Okay.  So, and then -- so, now, going back
18 to the stages.  You said that -- that DRC --
19      A    Um-hum.
20      Q    -- that has gone into at least the first
21 stage, you said?
22      A    Um-hum.
23      Q    And can you describe what that first stage
24 is?  So, actually, I'm sorry.  Let me withdraw that
25 question.
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1             How much -- how much in -- in membership
2 tokens has DRC sold?
3      A    As far as my understanding about law, as
4 soon as I get this kind of paper for DRC, you have all
5 the answers.
6      Q    I'm sorry?
7      A    As far as my understanding of the law, as
8 soon as I get this kind of -- about DRC, you have all the
9 answers.

10      Q    All right.  So, you're not -- you're
11 refusing to answer the question --
12      A    Because, I won't have paper like this,
13 subpoena for DRC.
14           BY MS. SZCZEPANIK:
15      Q    Well, sir, you are under subpoena to give
16 testimony today.
17      A    For RECoin, not for DRC.  As far as I read
18 on the Internet, it's two different things, because it's
19 two different entities, because it's two different -- all
20 together.
21             I do not have a problem.  I told you, print
22 out the subpoena for DRC and let's do it after next week.
23 But, as far as the question goes, I don't want them to be
24 mixed in one bundle.
25      Q    So, this investigation, the Staff determines
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1 what's relevant to this investigation.  And we believe

2 it's relevant to ask you questions now about your new

3 enterprise, DRC.

4             Are you refusing to answer questions?

5      A    I mean, I just -- I need to read more laws,
6 so I'm taking the Fifth until I read more.  Because, as
7 far as what I read on the Internet and as far as laws as
8 far as I understand, it has -- well, fine.  I'll answer
9 the question.

10             As far as my understanding, what I read in
11 the Internet, and I wanted to follow it, it says RECoin,
12 answer about RECoin.  Where it says DRC, I'll answer all
13 the questions about DRC.
14           BY MR. TENREIRO:
15      Q    Well, let me just get the record clear,

16 because, if you wanted to take the Fifth, you should take

17 the Fifth.  And we don't want to discourage you from

18 asserting your rights.

19             I thought you said earlier, though, that you

20 gave some people who had bought the RECoin membership the

21 option to transfer into DRC.

22      A    Yes.
23      Q    Okay.  So -- and some of the documents, the

24 stack that you provided me this morning, talks about DRC;

25 is that correct?
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1      A    Yes.  Because, we offered the move.
2      Q    Okay.  So, with that in mind, I mean, if you
3 want to take the Fifth, go ahead.  But my question is,
4 how much has DRC sold in membership interest?
5      A    We did, probably, right now, about the same,
6 100 and change, before the move.  Plus, we not
7 advertising too much.  We're still fixing the box.
8             But, it's already published, we already did
9 advertising, but we're not, like, "Here, come and buy it
10 right now."
11      Q    So, the 100,000 and change that moved
12 from -- from --
13      A    And plus.  I think couple thousand more.
14      Q    But, you have a website?
15      A    Of course.  DRC.world.
16      Q    And if I go -- DRC?
17      A    .world.
18      Q    .world.  And if I go to the website now, I
19 can put in my credit card and buy a membership interest?
20      A    Yes.
21      Q    That's available?
22      A    Yes.
23      Q    Okay.  And now -- I'm still focused on
24 stages.  I'm sorry.
25      A    Okay.
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1      Q    So, you said that project has gone to the
2 first stage, at least?
3      A    In some way, yes.
4      Q    Go ahead and explain.
5      A    It's already have what the ecosystem of the
6 new sites, where you can be able to use that token to get
7 advertising.  It didn't get to the full first stage, as
8 far as the first version of the wallet --
9      Q    Okay.

10      A    -- which is also in --
11      Q    Okay.
12      A    I mean, I can even let you play with it, I
13 think -- well, you already asked me to for the coin.
14 But, it's not released.
15      Q    The token's not released?
16      A    The Ethereum tokens are not released.  It's
17 still just design.
18      Q    Right.
19      A    And like I said, we're still on -- like, I
20 was supposed to meet the Access guy --
21      Q    Right.
22      A    -- but, because of I had to go to Puerto
23 Rico, plus this, I will change it to next weak.
24      Q    Yeah.
25      A    So, after that I'm going to talk to them,
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1 because the thing I'm trying to figure out with him, not
2 all my members are United States members.
3             So, he provides a lot of things for United
4 States, but I need more.  So, basically traveling will go
5 to everything, to every member, but discount in stores
6 only to the United States.
7      Q    Okay.  Gotcha.  Okay.  So, that's the first
8 stage.  So you have not issued the tokens yet --
9      A    No.  We're applying to before Christmas.

10      Q    Okay.
11      A    But, we are doing faster than we need to do.
12 It's just -- it's just the first version.
13             Again, there's going to be about three
14 different wallets in the next couple years, at least.
15             The mining part that you ask is the last
16 stage of the wallet.  It's the last version of it and
17 before we get to that version we need to fix the bugs.
18             I see the problems might happen, that's why
19 it's not -- we're building right away crazy-ass, I'm
20 sorry to say, picture of the whole thing before we know
21 it's safe.
22             Because, the -- my one -- the biggest
23 concern that I have of the face of the company and
24 everything else is, if they steal token, I still own 70
25 percent in diamonds.  And that's where it gets the scary
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1 part.
2      Q    I apologize if I asked you this earlier.
3 Other than Access, is there any other -- and you said --
4 other than Access -- let me finish the question.  Other
5 than Access, have you contacted other companies --
6      A    Yeah.
7      Q    -- about this discount?
8      A    But, so far I didn't see anything like a
9 bundle that actually gives the right price, the right
10 access.  There's a lot of them.  I had, like, basically,
11 it's corporate discounts --
12      Q    Uh-huh.
13      A    -- they call Internet, this is a membership
14 discounts for clubs.  I want to go after direct people,
15 after their company.
16      Q    So, call an airline directly--
17      A    Yeah.  Go to Delta.  Go to the other ones.
18             But, for me to get there after I understood,
19 like, I need to get him first, show the work, and only
20 then I can go to directly to the other ones.
21             Because, the way they doing the profits,
22 they get that amount.  So, basically, I give you
23 10 percent, but they get 20 percent.  So, I need to give
24 to my members the whole 20 or at least 15.  For me to do
25 this I have to build my own up.  It just takes time.
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1      Q    And in terms of the diamonds, have you
2 contacted or have you -- well, actually, let me take a
3 step back.
4             When you're contacting people, how do you
5 normally do it?  Do you call them?  Do you e-mail them?
6 Do you send them a Facebook message?
7             Well, the people that you -- you said you
8 looked at some other companies, but you didn't like them
9 that much, in terms of the discounts they were
10 offering --
11      A    Ah.  E-mails.
12      Q    You send them e-mails?
13      A    Yeah.  I send them e-mails.  They answer, I
14 read, I talk to them a couple on the phone.  After I see
15 I don't need it, I delete it.
16      Q    Right.
17      A    That's like, for future I'm going to hold
18 all that information.
19      Q    Well, Gmail has deleted -- your deleted
20 e-mails.
21      A    Huh?
22      Q    Gmail has your deleted e-mails in the trash.
23      A    No, they don't.
24      Q    The --
25      A    I delete all my e-mails, because, especially
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1 Gmail, because, like I said, I have problem already with
2 Gmail.  That's why, when you send me a legal document,
3 I'm like, I didn't say you can send it to me.  Especially
4 to this e-mail.  It's, like, the most unsecured thing in
5 existence.
6      Q    You're okay with me e-mailing you, just not
7 to that address?
8      A    Well, I'm not good with you e-mailing me --
9 I'm okay with you e-mailing me, for examples, "Where are
10 you right now?"  I'm gonna say, "Here's my address, in
11 New York for next week."
12             And you can just mail to regular mail, I'll
13 pick it up and I'll come in or anything like that.
14      Q    And in the subpoena that's Exhibit 2, I did
15 mail it to you, to the Las Vegas address.
16      A    Yeah.  But, I came in just because I got it.
17 I didn't go to your -- Las Vegas.
18      Q    Got it.  What is in Las Vegas?
19      A    It's, like, beginning of the office.
20      Q    Okay.  That was for RECoin or for both?
21      A    For RECoin, no.  The DRC is Puerto Rico --
22      Q    Oh, okay.
23      A    -- that's why I was out last week there and
24 I couldn't talk and I got (unintelligible).  My luck.
25 Because, I moved the company there from Las Vegas because
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1 of giving me more room as far as taxes goes.
2      Q    So, what happened to the office in
3 Las Vegas?
4      A    It closed.
5      Q    Oh, okay.
6      A    As soon as I get full refunds, we're all
7 done, I'm going to file the IRS form, taxes for this
8 year, and that's it.
9      Q    Sorry.  What's the address of the office in
10 Puerto Rico?
11      A    On the site.  53 -- I can't pronounce --
12 (pronouncing) P-something.
13      Q    Okay.  Whatever's on the site.
14      A    Yeah.
15      Q    That's the mailing address for the DRC
16 office?
17      A    Yes.
18      Q    Okay.  And in terms of the diamond hedging
19 for DRC, what -- what -- can you just explain to me --
20 first of all, how will that work?  Can you just explain
21 to me in your own terms, please, what does that mean?
22 What is it?
23      A    Well, you buy diamonds, you put it in safe
24 deposit box and they're just stored there.
25      Q    And you said 70 percent of the proceeds?
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1      A    Up to 70 percent.
2      Q    Okay.
3      A    Why up to?  Because that's what we're
4 guaranteeing up to.  It's not -- buying, I'll buy for the
5 70.  But, because the token can grow by itself, that's
6 why we're saying up to 70 percent, in case of --
7 whatever.
8      Q    Yeah.  Have you bought any diamonds so far?
9      A    No.
10      Q    Okay.  And have you -- can you just explain
11 to me what sort of, like, legwork you've done to identify
12 where or from whom or -- I don't know anything about
13 diamonds, so, can you just explain it to me?
14      A    I'm actually learning, also, about diamonds.
15 I have a couple of relatives that have been in this
16 business for as long as I know them.
17      Q    Uh-huh.
18      A    And they consultate me, explain me how it
19 works.
20      Q    Uh-huh.
21      A    And I understand now, the more money I have
22 when I buy diamond, the more I get discounted from
23 De Beers.
24      Q    From buyers?
25      A    De Beers.  Diamond exchange -- I think
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1 that's what --
2           THE REPORTER:  De Beers?
3      Q    De Beers.  So, have you contacted anyone at
4 De Beers?
5      A    I'm not.
6      Q    Have you contacted anyone that sells
7 diamonds?
8      A    No.  I talked to my cousin, I talked to a
9 couple other people that works and sell them.  That's it.

10 I don't need it.  You understand, when you work with
11 those people and just talk about nothing, next time you
12 come in, you cannot talk to them.
13             If you come in and say, "Look, I have
14 50,000, I need to buy this amount, but in smaller
15 diamond," they'll tell you this is how much it cost here,
16 this how much it cost there, then they go to somebody
17 else who come and we're getting screwed.
18      Q    Right.  Right.  There's different sizes, I
19 guess.
20      A    There's sizes -- there's size, there is
21 colors, there is GIA approved, there's not GIA approved.
22 We're going to buy only GIA approved.
23      Q    Okay.  So, let me --
24      A    You know what GIA is.
25      Q    I don't.  Explain it.
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1      A    It's the biggest, I guess, appraisal, slash,
2 certificate in the world.  It's Geology Institute of
3 America.  They have a building here -- they basically --
4 they's like three companies in the world.  They are, in
5 my understanding, the most safest.
6      Q    Gotcha.
7      A    Because, they bring the color of the
8 diamond -- for example, well, they already did the
9 research work.  There's two different colors.  GIA brings
10 the color down, the other one is trying to raise more
11 than it is.
12      Q    Um-hum.
13      A    So, when they appraise it and do the
14 certificate.  So, in my case I'm going to use only GIA.
15      Q    Gotcha.  So -- okay.  So, so far, just to
16 make sure I understand, so far you -- you have consulted
17 with relatives that know about diamonds?
18      A    Relatives, yeah, who point me in the right
19 direction.  I talked to GIA about the classes they have.
20      Q    Right.  You talked to J.A. about --
21      A    Yeah.  About the classes they have.  I can
22 take two out of three on the Internet, which I'm going
23 to -- I'm planning to do, anyway, so, you know, to keep
24 me safe first.
25      Q    Yeah.
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1      A    With all this.  But, the last one I'm going
2 to have to attend later.
3      Q    So, the idea, essentially, is, you're gonna
4 find ways to identify which diamonds are a good idea to
5 buy.  Is that fair to say?
6      A    Yeah.  It's -- to understand the diamond, so
7 I can keep them as a hedging instrument.
8      Q    Right.
9      A    Which one is the best to buy?  I am not sure
10 if that's correct word, because diamonds are more --
11 like, for example, gold goes up and down --
12      Q    Um-hum.
13      A    -- diamonds more steady.
14      Q    Okay.
15      A    They don't go down, they just slowly go up.
16      Q    Slowly go up.
17      A    Right.  So, it's more of, like, a safety
18 cushion, that's what I'm looking for in diamonds.
19           BY MS. SZCZEPANIK:
20      Q    What do you mean by a "hedging instrument"?
21      A    Basically I guarantee people who have the
22 membership, in case of World War III or anything that
23 happens, anything, I'm going to buy the membership back.
24             And then, if I keep it in cash, the problem
25 is with the cash is they also -- it depreciates and --
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1 so, we did the diamond.
2             I tried real estate, but I told you why, I
3 mean -- I mean, I think that every -- right now I see all
4 that's happening with real estate, that's a scam.  And I
5 can basically prove it.  I mean, to the point --
6             Because, like I said, I took enough apart
7 different white papers and so forth that -- I mean,
8 whatever the problem is, it's impossible to do.  And
9 sadly enough, I know that, you know, my team, certain

10 things with me, calculating and calculating and
11 calculating, and I still make a mistake.  Because, like,
12 I look after everything that's going on --
13      Q    Yeah.
14      A    -- with ICOs.  And you read a couple of
15 them, I'm serious, if you have five cents of
16 understanding -- five cents, I'm not saying they have to
17 be genius -- it's a rip-off.  And when you read it, the
18 problem is, like, I'm doing a project, I want to leave to
19 my kids.
20      Q    So --
21      A    That's why the winding is set for 30 years,
22 because I'm not in a rush anywhere to run.  And if you
23 read, like, white paper even, I only get 0.5 percent of
24 commission after it's going to make that.  I'm not taking
25 anything for myself upfront, so I'm making them the
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1 service.
2      Q    I'm sorry.  I missed that last part.  Do you
3 take a commission?
4      A    Okay.  Everything that's going on with the
5 memberships or tokens, they are solely commissions.  The
6 miners get a big chunk of everything.
7      Q    Um-hum.
8      A    I get out of that what they said in white
9 paper, 0.5 percent.

10      Q    Of the mining?
11      A    Not of the mining, of the commission.
12           BY MS. SZCZEPANIK:
13      Q    From the token sales.
14      A    Yeah.  Not from token sales, from the
15 commission when they -- they move it around.  It's like,
16 when they buy something, not when they buy the token
17 itself.  When they buy, for example, service on it.
18           BY MR. TENREIRO:
19      Q    When they use it.
20      A    When they use it.  And I get 0.5 percent of
21 that.  So, until they use it, I don't make squat.  So, I
22 don't keep any percent of the tokens I sell.  I don't
23 need to.  I believe in this project.
24      Q    So, you use 30 percent for, I think you
25 said, overhead values?

Page 103

1      A    Well, 30 percent goes from the sales of
2 tokens -- there's a little bit of mathematics.  It's off
3 the paper, you can find it.
4      Q    Um-hum.
5      A    So, basically it's 2 percent goes to the
6 charities.
7      Q    Um-hum.
8      A    I sell for a million, 2 percent goes.
9      Q    Okay.

10      A    So, you have 28 left, roughly.  Then you're
11 going to advertising, pushing the club further, but not
12 the rest of the stuff.
13             Like, for example, the reason why I'm
14 building software for the club is to jump-start the
15 ecosystem, not to be part of that, even, club.
16             The club is much bigger.  It's supposed to
17 be much bigger.  It's supposed to go to, like, Home Depot
18 and says, listen, we have a -- I'm in -- club member,
19 give us a discount.
20      Q    Who's -- who's building the software?
21      A    Eugene.
22      Q    Oh, okay.  I'm sorry.
23      A    He has different guys work for him, but he
24 building it for the consultant.
25      Q    You said you, so I got confused.
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1      A    Well, it's my baby.
2      Q    Okay.  So, just -- I'm still -- so, on the
3 diamonds, then, the idea is, you're going to have
4 yourself and other people --
5      A    I have --
6      Q    -- let me finish the question -- help you
7 identify the diamonds that are for the -- that you
8 believe are the proper ones for the hedge, essentially?
9      A    Yes.
10      Q    Okay.  And so, that's -- just to -- just to
11 clarify, so I understand the list, that's going to
12 include yourself and who else, if anyone else?  Go ahead.
13      A    It's going to include me and, for example, I
14 think my cousin will help in the beginning and a couple
15 of other people I know.
16             But, mostly, there's no offense, in my life
17 I had enough people that screwed me over and even close
18 friends.  And so, that's why I want to go and learn
19 myself, so, you know, this way you can only blame
20 yourself for mistakes in case of anything.
21      Q    Gotcha.
22      A    And but, like, for example, I looked into
23 the problem I'm still having with this and I don't like
24 it, but I'm working on the problems, where to put the
25 diamonds.
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1      Q    Um-hum.
2      A    If the gold -- there is banks for gold,
3 there is no banks for diamonds.  So, the easiest way is
4 safe deposit box in the beginning, but then, the small
5 offices are safer and insurance.
6      Q    Okay.  Gotcha.  Let me ask you -- and I
7 should have asked you at the beginning, but we got
8 sidetracked very quickly.
9             Did RECoin ever incorporate as a corporate

10 entity?
11      A    LLC.
12      Q    Okay.
13      A    I told you -- we told you in the beginning.
14 I will send you the documents.  I forgot to print them
15 out.  But, there is a tax ID number on the site.  It's
16 always been there.
17      Q    I apologize.  Where was it incorporated as
18 an LLC?
19      A    Las Vegas.
20      Q    In Nevada?
21      A    Yes.
22      Q    Okay.  Okay.  And what about DRC?  Is that
23 incorporated --
24      A    Of course.  Corp C.
25      Q    Corp C where?
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1      A    Puerto Rico.
2      Q    That's incorporated in Puerto Rico.  Okay.
3 And does it have bank accounts?
4      A    That company and this, of course.
5      Q    Okay.  So, let's talk about RECoin.  It has
6 bank accounts?
7      A    Of course.
8      Q    Where and what bank?
9      A    Wells Fargo, Bank of America.

10      Q    Bank of America and Wells Fargo?
11      A    Yeah.  Wells Fargo we closed; Bank of
12 America, just because I have the rest of my accounts in
13 Bank of America.
14      Q    Right.
15      A    It's just easier for me.
16      Q    Right, right, right.  And what about the DRC
17 bank accounts?  What bank are those in?
18      A    In Banco Popular for now.
19      Q    In Puerto Rico?
20      A    Um-hum.  They have a branch here in the
21 United States, that's why I picked them, but --
22      Q    And where -- I apologize.  What -- some of
23 this stuff that I always do at the beginning, I just want
24 to not forget.
25             Are you a citizen of the States?
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1      A    Of course.
2      Q    Okay.  But, you said you were born in
3 Ukraine?
4      A    Yes.
5      Q    Okay.  Got it.
6      A    We moved here when I was 12.
7      Q    You've lived here since you were 12.  Okay.
8 And when were you born?
9      A    '79.

10      Q    Okay.  And what has been your home address
11 for the last three years?
12      A    That's a tough one to answer.  About a
13 thousand miles up in the air.  I've been traveling for
14 the last three years so much that -- I have an address,
15 one in Brooklyn, one in California.
16      Q    Can you give me the address?
17      A    Yeah.  
18      Q    That's in Los Angeles?
19      A      And that other one
20 in 
21      Q    Okay.  So, which one of those is your main
22 place of residence or at least your tax home?
23      A    Tax home, California.  That's the proper way
24 of --
25      Q    What's your business phone number?
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1      A    You can use my personal if you wanted to
2 reach me.  If you want to reach which company?
3      Q    No.  Just -- you -- whatever --
4      A    Ah.  
5      Q    So, lots of 4s.  Okay.  And what's the phone
6 number for DRC?
7      A    There's one on the site.  I don't remember.
8      Q    Okay.  That's fine.  And you said --
9      A    We actually going to have 12 of them in
10 about a week.
11      Q    Twelve phone numbers?
12      A    For DRC.  We're fixing our problems with
13 RECoin.  We're getting bigger customer help.
14      Q    Oh.  So, the customer -- I was just going to
15 ask you, what are the 12 phone numbers going to be for?
16      A    Customer service.
17      Q    Gotcha.  Gotcha.
18      A    For the call.  Because, one of the biggest
19 problems we had before, we didn't have enough people.
20      Q    Um-hum.
21      A    And people wrote e-mails that we couldn't
22 call them, because he didn't provide it.
23           BY MS. SZCZEPANIK:
24      Q    And who's going to staff the 12 phone lines?
25      A    Staff in Ukraine.  Again, I mean, try to
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1 understand the reason -- there's certain things right now
2 that's --
3             For example, Philippines are much better
4 speaking English than even I do.  They just that.  And
5 they cost about, right now, $7 an hour.  In Ukraine it
6 cost about dollar and a half, 2.
7           BY MR. TENREIRO:
8      Q    Can you just please, briefly, describe your
9 education history.

10      A    I have finance -- you want just the top or
11 all of it?
12      Q    Since high school.
13      A    I have executive for M.S. in finance from
14 Baruch.
15      Q    Baruch College?
16      A    I have an LLM.
17      Q    Okay.  From?
18      A    Cardozo.
19      Q    Anything else?
20      A    That's the highest.
21      Q    Okay.  Great.  And what about your
22 employment history?  Before you started doing RECoin what
23 were you doing?  You mentioned, I think, some --
24      A    I worked -- about 15 years ago I worked as a
25 computer consultant.
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1      Q    Uh-huh.
2      A    It got to the point where I don't touch
3 computer parts except e-mails.  But, I worked Salomon
4 Smith Barney, I worked Merrill Lynch, I worked UBS.  I
5 used to be in the bank system.
6      Q    Okay.  Do you have any professional
7 licenses?
8      A    Not anymore.  I used to have 7 in, I
9 think --
10      Q    So, you used to be registered with the SEC?
11      A    Yeah.  Of course.
12      Q    And when did that stop?
13      A    Honestly, don't know when it stopped.  I
14 know the last time I did day trading, which was on
15 Wall Street, a company called Cole Brothers (phonetic).
16      Q    Okay.  Can you tell me the approximate date
17 of when you stopped working on Wall Street, essentially?
18      A    About 15 years ago.
19      Q    Oh, okay.  So --
20      A    A long, long, long time ago.
21      Q    What did you do?
22      A    I had my own businesses internationally,
23 then I lost, in 2008, a lot of the money and not even my
24 own money.  That's it.
25             So, then, mostly business for self-
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1 assurance, I guess -- not self-assurance.  After in life
2 losing all of it financially, I figured, even before I
3 was doing more and more charity work or I considered --
4 that's why in this project there is so much about
5 charity, because of my belief that I don't care where you
6 make the money, but don't forget to share.
7      Q    Before RECoin, what project were you working
8 on?
9      A    For the last years I did mostly charity,
10 just because I didn't want to -- I don't know.  I got hit
11 real hard in 2008 and it took me awhile to recover
12 mentally first.
13             I did a lot of learning, I did a lot of
14 different stuff, it's like, before I started doing RECoin
15 to understand the marketing.  I went to a couple people,
16 they told me the price and then they told me, "Oh, it's
17 not going to work."
18             So, it took me six months just to sit my
19 butt down and read almost every book in the market and
20 went to different conferences, listen to all about it on
21 the Internet.
22      Q    Got it.
23      A    It got to the point where 20 hours a day.  I
24 suffered from that point, because that's how I did it.  I
25 went almost double the size of what you see right now and
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1 my blood pressure went up twice.
2           BY MS. SZCZEPANIK:
3      Q    What were the charities that you worked for?
4      A    In Ukraine and Russia.  Now I work for
5 LLL Global.  It's also in the papers and so forth.
6     THE REPORTER:  It is "A Global" or
7 "LL Global"?
8     THE WITNESS:  LLL Global.  Live Love Laugh
9 Global.  Live Love Laugh Global.  I'm the president

10 of that.  I started with other people.  Now I'm
11 looking for a different president, because I'm
12 taking this step.  Honestly, why I started all
13 this, if you won't laugh, my ex-wife.
14      Q    Who are the beneficiaries of LLC Global
15 (sic)?
16      A    We send humanitarian aid to Ukraine, to
17 Russia, we send couple times to Africa.  I'm working on a
18 project right now for Venezuela, different, like --
19           BY MR. TENREIRO:
20      Q    On RECoin, who is the -- who owns the
21 company?
22      A    I.
23      Q    Only you?
24      A    Just me.
25      Q    Okay.  And what about DRC?

Page 113

1      A    (Raising hand.)
2      Q    Just you?
3      A    Just me.
4      Q    Verbal answer, please.
5      A    I'm sorry.
6      Q    Okay.  Does it have a board of directors,
7 does it have officers, or, what's your -- what's your
8 position?
9      A    President for now.

10      Q    President?
11      A    For now.
12      Q    Okay.  Any other position?
13      A    For me?
14      Q    Um-hum.
15      A    Treasurer.
16      Q    Okay.  Is there any -- is there another
17 director?
18      A    For now, no.
19      Q    All right.
20      A    The way this set up is, after awhile there's
21 going to be a board of directors, I'm going to keep on
22 top and I'm hoping in five years or three, if everything
23 goes fine, I'll just be looking after it as far as -- so
24 people will not abuse it.
25      Q    Other than RECoin and DRC and, I guess,
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1 the -- the charity, are there any other business or any
2 other entities that you have an interest in, an ownership
3 in?
4      A    Of course.  I have advertising firm.
5 101Lego.
6      Q    11?
7      A    101Lego.
8      Q    Lego?
9      A    Yes.
10                 MS. SZCZEPANIK:  L-E-G-O?
11           THE WITNESS:  Yeah.  Of course.
12      Q    Anything else?
13      A    I have, actually, another site that's being
14 raised, which is a crowdfund platform, MLT Hub.
15      Q    A multi-hub?
16      A    MLT Hub.
17      Q    What's the name of it?
18      A    MLT Hub.
19      Q    Oh.  That's the name.
20           BY MS. SZCZEPANIK:
21      Q    It's called A-M-U --
22      A    No.  M-L-T Hub.
23      Q    MLT Hub.  Okay.
24      A    MLT Hub.
25      Q    What do you mean by a crowdfunding platform?
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1      A    It's a crowdfunding platform, like
2 KickStarter.
3      Q    Okay.  Describe that business.
4      A    Crowdfunding.  We're crowdfunding.  I don't
5 know how to properly describe it.
6      Q    For what types of entities does MLT Hub
7 crowdfund?
8      A    Well, it doesn't crowdfund anything yet.
9 It's supposed to crowdfund for, basically -- for anybody

10 who wants to do the work crowdfund.  It doesn't do
11 specifically.
12             We do not have a problem for other
13 cryptocurrency people to pull it up, but we are going to
14 check for their safety.  If I don't believe in a project
15 they're doing, I'm going to close it up.
16           BY MR. TENREIRO:
17      Q    Any other entities?
18      A    Most of them are already closed.  No.
19 That's it.  That -- the one that's actually -- gave to
20 work.
21      Q    The advertisement agency --
22      A    101Lego.
23      Q    Who's the owner?
24      A    I am.
25      Q    Just you?

Page 116

1      A    Just me.
2      Q    Okay.  And --
3           BY MS. SZCZEPANIK:
4      Q    Does that have any business operations?
5      A    Not now.  It did -- from -- it had, also, in
6 Las Vegas.  Now I moved -- all of them are moving to
7 Puerto Rico.
8      Q    Did it ever have any business operations?
9      A    Not yet.  We -- like I said, my investment
10 into the project by me it was decided to invest into
11 ecosystems, which is not to jump-start it, not into the
12 rest of the whatever.
13           BY MR. TENREIRO:
14      Q    Have you ever been known by any other names
15 or aliases?
16      A    Max, which is just because it's shorter.
17      Q    Okay.
18      A    And that's it.  I have a Jewish name, but
19 it's only in, you know, Jewish.
20      Q    So, what's your Social Security number?
21      A    
22      Q    Okay.  And the AMLT business, who is the
23 owner of that?
24      A    It's also me.
25      Q    Just you?
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1      A    Just me.
2                 MS. SZCZEPANIK:  I'm sorry.  Was it AMLT
3 or --
4           THE WITNESS:  MLT.
5      Q    Oh.  Thank you.  MLT.  Okay.
6      A    The site is already up, because we're
7 getting bank accounts and so forth for it, but it's
8 not -- it's not there yet as far as I'll be happy with it
9 and it's not there yet as far as -- we found a couple

10 problems yesterday.
11             Because, every time we have any software
12 that you release, it's certainly not point in time for it
13 to make a mistake and I'll be happy.  Just because it's a
14 software.  Like, when I used to work for a bank, like, we
15 call Microsoft so we don't have this problem.
16      Q    The -- let me ask you, let's go back, now,
17 to RECoin.  So, can you please go back to Exhibit 4,
18 which was the white paper.
19      A    Yeah.
20      Q    Who put this -- who put this together?
21      A    The guys that I have working for me.
22      Q    In Ukraine?
23      A    Yeah.
24      Q    Can you be more specific?
25      A    There is different people that's writing
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1 pieces.  One of them is technical, they'll write, for
2 example, the mining parts of what they know, technical.
3 They're the guys that sit down, the computer guys, and
4 say, here's how we want to achieve, and if you have a
5 problem, explain why you cannot build it and we're gonna
6 instruct you in the technical part.
7      Q    And who -- what was your role with respect
8 to this white paper?
9      A    I read it, but, honestly, sometimes when you
10 read a hundred times the same paper, it's just -- it's
11 just -- there was problems with rewriting a lot of them.
12      Q    What do you mean?
13      A    I look at when I have -- like, I read it,
14 read it, read it, read it and you see zero there.  You --
15 when you read a hundred times the same paper --
16      Q    Do you mean you've read this paper a hundred
17 times?
18      A    I've read all the white papers a hundred
19 times.  And they're all the same, they just move in,
20 like -- you know, you see the same thing, after you read
21 the same thing so many times, you don't see anything.
22 Then it takes about a week, two, when I remember, I start
23 re-reading it and I see mistakes and we start fixing it.
24      Q    Got it.
25      A    I -- I'm a control freak.  And that's a good
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1 thing and it's a bad thing.  I don't trust anybody enough
2 and at the same time, when you do it all yourself,
3 there's only -- like, my health gets off.
4      Q    Okay.  But, just -- who put -- who put the
5 white paper up on the website?
6      A    The technical guys.
7      Q    Okay.  But, I mean, did you get approval for
8 that?
9      A    To some of them I did.  To some of them I

10 might not seen it before and I saw it afterwards and I
11 told them to fix it.
12             I guess, when you read -- it's not an
13 excuse, but, when you read a hundred papers of the same
14 thing, even if when they fix it a little bit, there's --
15             I mean, English is a second language,
16 anyway, for me.  So, some stuff we understood it would be
17 a mistake in writing after people told us on Bitcoin Talk
18 or on Facebook.  Because, they said, "Listen, do this,
19 you should fix it."  Or "Do this" -- I couldn't
20 understand.
21      Q    But, you understood that -- that RECoin had
22 a white paper --
23      A    Of course.
24      Q    Okay.  And you asked your team to draft
25 white paper?
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1      A    We did draft in the beginning together, but
2 then, like I said, not all of them I saw.
3      Q    So, initially you participated in the
4 drafting?
5      A    Oh.  I said what I wanted to be.
6      Q    Right.  So, by -- that was going to be my
7 next question.  That was going to be my next question.
8 Who gave them the information to put in the white paper?
9      A    I am.

10      Q    You did?
11      A    Yeah.
12      Q    Okay.  All right.  So, can I ask you to look
13 at page 5 of the white paper?  It's of Exhibit 4.
14      A    5, 4, okay.
15      Q    It says, "How does RECoin work," is at the
16 top right, and then it says, "RECoin users purchase the
17 RECoin currency."  I'm going to skip that first
18 paragraph.
19             And then it says, "The value of the currency
20 can grow at least two ways, through the steady increasing
21 value of the real estate investments that RECoin is used
22 to purchase and a higher RECoin value when the demand for
23 RECoin rises."
24             Can you explain, in your own words, what
25 that means, please?
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1      A    That was a screw-up.  They changed it.
2      Q    Um-hum.  What's the screw-up?
3      A    The value of its growth next to the real
4 estate.
5      Q    Um-hum.
6      A    Because, I said hedging, if you can get to
7 the part, and they were writing sometimes banking, if you
8 saw, on different things.  That's what we fixed
9 afterwards.  Just because, it had absolutely nothing to

10 do with the real estate.
11             And I -- the person who's writing, it's one
12 of the co-writers or rewriters, (unintelligible) writers,
13 the right word, they see all of it together, they don't
14 see the whole picture, because, maybe because I don't say
15 the whole picture to most of these people.
16             Because, like I said, I have a lot of people
17 with, just say, I had a lot of problems, so far, already.
18 Somebody copied -- even before we went copied some
19 images, because the guy went from our site to somebody
20 else and they copied things and screw up and it's going
21 to influence my problems.  So, that's where the problems
22 came in.
23             And I told them to fix it, because, like I
24 said, it's a hedging or banking.  I don't know how else
25 to call it.  It's just separate -- it's like Federal
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1 Reserve.
2             Let's begin where I got it.  I got the idea
3 from old times, from, like, a thousand years ago, 2,000
4 years ago.  The new version of it, it's a federal reserve
5 which used to be before the gold.
6             The old days how it worked, if you have a
7 second, you have the guy, elder, in the village.  I come
8 to the elder, for example, you give a thousands dollars
9 or a dollar, any coins, you could write me a letter,

10 "Yeah, I keep a thousand of his," I guarantee that he's
11 going to be, basically, 100 percent financial set.
12             And then you go to next village.  So, this
13 way you don't get robbed.  That's how it was a thousand
14 years ago.  I love history.  That's where I got the whole
15 idea.
16      Q    All right.  So --
17      A    So, when I decided -- I decided to be the
18 first different accepted club and so forth.  Also, in
19 case -- I'm a human being.  I can also make a mistake.
20             But, in case of any -- I'm sorry.  I also
21 make mistakes.  And in case of anything, there's going to
22 be always something that, worse case scenario, will cover
23 most of the problems.
24      Q    Okay.  So, let me just go back to these
25 statements.
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1             So, you're saying it's not -- it's not
2 accurate that the value of the RECoin was going to grow
3 through the steady increase in value of the real estate?
4      A    Of course not.
5      Q    Okay.  And you also said -- what about the
6 part that says, "A higher RECoin value when the demand
7 for RECoin rises"?  Is that --
8      A    I mean, that's -- it does by itself.  We
9 don't do demands.

10      Q    Right.
11      A    It's same as everything else grows.  If your
12 company, there's more demand for something that's not
13 enough, it grows.
14      Q    So -- so -- for -- just to make sure I
15 understand.  If I buy -- I know RECoin is closed, so,
16 this is a hypothetical.  If I buy $1 of RECoin and then
17 in the future, people -- there's more demand, people --
18 somebody might offer me $2 for it.
19             Is that what that means?
20      A    Yeah.  Basically.
21      Q    Okay.  And the value -- how would the demand
22 or why would the demand of RECoin increase?  Or of DRC --
23      A    Well, anything in the world, there's limited
24 amount, it can increase.  If people like it, it can
25 increase.
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1             There is just (unintelligible) there is
2 just -- can you explain why Bitcoin is fine?  No.  It's
3 unexplainable.  If -- I call it UFO.
4             But, it has -- it's certain things like the
5 ideas, because, there's only -- there's no limitation in
6 the club.  If you look at the previous membership clubs
7 that's, like, closed, and there's limitations on, well,
8 you can give it to your son, to your daughter as will or
9 whatever, but because there's limited amount, it grows in

10 value.  Who sets that value, it's already people set that
11 value.
12      Q    Right.
13      A    But, at the same time, it has the potential
14 to do different things.
15             I mean, in our idea it has the potential so
16 you can actually use it to succeed, to learn something,
17 to buy something as far as on a different platforms to
18 take as partners.  Mostly it just gives you more and more
19 access.
20             If you buy a membership, you pay each month.
21 Here you just bought one and you already at some level.
22 The more you use it, your level can grow.
23             The more you use it -- like, the idea we are
24 looking at, basically -- well, now I'm not sure.  I was
25 looking at the first, basically, could work in space in
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1 Puerto Rico on the house right next to, like, an old
2 house, like, to be, like, an old club, if --
3      Q    Um-hum.
4      A    -- you know, like, the history and so forth.
5 A nice house on Condado.  Puerto Rico.  That's the house
6 I wanted to fix up and that would be, like, the front,
7 you know, the place where people who go on vacation, who
8 wants to do conferences there and so forth, they can use.
9      Q    So -- so, the idea is that the club will
10 offer more and more services or discounts?
11      A    Basically, yeah.  Okay?  That's why I
12 started a conversation to say I'm not going.  Because,
13 they always add a new services if they buy a company or
14 they're going to partner with a company -- I'm going
15 different ways --
16      Q    Right.  And so, what you would be doing is,
17 you would be looking for these opportunities for the club
18 to offer more services?
19      A    Yes.  That's why we couldn't write
20 all within the -- like, for example, the membership in
21 white paper.  Because, today I'm friends with Delta,
22 tomorrow I'm not.  White paper even changes each time.
23      Q    Right.
24      A    You want it, that's it.  Then you have the
25 membership.  And we actually -- if you go to DRC you're
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1 going to like it.  There is 11 levels and all of them
2 named after diamond cuts.
3      Q    Eleven levels of membership?
4      A    Yeah.
5      Q    Okay.
6      A    And all of them named after diamond cuts,
7 like, princess cut, and last 11 is South Africa
8 diamond -- forgot the name of it.
9      Q    Going back, again, to this white paper
10 saying the statement that "RECoin can increase through
11 the increasing value of real estate," that statement is
12 not accurate, correct?
13      A    No, it's not.
14      Q    Okay.  And you said you asked them to
15 correct it?
16      A    And we did send -- we updated the white
17 paper to everybody.
18      Q    When?
19      A    Don't remember.  You have the dates there.
20      Q    Well, it's just the website -- was there
21 ever a correction issued on the website?
22      A    On Facebook and so forth.  The site is the
23 page.  Nobody -- I mean, nobody really uses the page
24 anymore.  I mean, our --
25             Let's say buyers of the month came from
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1 Facebook, they came from Reddit.  They didn't come from
2 the website.  At the end of the day they get, like -- I
3 think it was only five percent came from the site.
4      Q    The website -- was the white paper available
5 through Facebook?
6      A    The link was.
7      Q    There's a link on Facebook to the website?
8      A    Of course.  Look -- if you want the list,
9 I'll send you.  That's not a problem.  Bitcoin Talk,
10 Facebook is the biggest activities.  There is other small
11 ones, cryptocurrency sites, but, they're like -- they're
12 like nothing.
13      Q    And -- and you said that RECoin had a
14 LinkedIn page?
15      A    I did.
16      Q    You did.
17      A    No.
18      Q    I'm sorry.
19      A    RECoin has a LinkedIn --
20      Q    RECoin had a LinkedIn page.  And was there a
21 link to the web page through there?
22      A    Yes.
23      Q    Okay.  So, did you put up a new white paper
24 correcting that statement?
25      A    We put a new white paper and we issued a
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1 press release and we sent to everybody.
2      Q    Where did you put the new white paper?
3      A    On the Internet.  On the page.
4      Q    On the website?
5      A    Of course.
6      Q    And the white paper, what did the new white
7 paper say?
8      A    This was -- this was a problem, there was a
9 couple more problems.
10      Q    What are they?
11      A    Don't remember it right now.  I saw a lot
12 more than this.  But, I brought you both of them.
13      Q    Okay.  What about on page --
14           BY MS. SZCZEPANIK:
15      Q    I'm sorry.  How did you communicate with
16 your team that there was mistakes in this version?  You
17 called them?
18      A    Um-hum.
19      Q    You have to answer for the record.
20      A    Yeah.  I called.
21      Q    When was that?
22      A    After I read -- I don't remember the dates.
23 Honestly.  It's like, it takes me usually up to minimum
24 of three to four days to clean out of my head what I have
25 read so many times, and then, if -- I read, usually, when
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1 I want to get to sleep.
2      Q    Okay.  And which phone did you use to call
3 them?
4      A    Mine.  585.
5           BY MR. TENREIRO:
6      Q    On page 8 of this white paper, Exhibit 4,
7 can you take a look, please?
8      A    Page 8.  Yes.
9      Q    Do you see the title is, "The 101RECoin
10 Trust"?
11      A    Yes.
12      Q    And then, the second sentence says, "RECoin
13 is led by an experienced team of brokers, lawyers and
14 developers and invested proceeds into global real estate
15 based on the sound of strategies."
16             Do you see that?
17      A    Yes.
18      Q    Can you explain who the brokers, lawyers and
19 developers are that --
20      A    Yeah.  People who I hire who are
21 professionals in this business.
22      Q    Okay.  I thought you said you hadn't hired
23 any of those.
24      A    I didn't.  But, when I'm going to go, I'm
25 going to mom and pop shop, not -- when this all in line.
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1      Q    Okay.  So, at the time of this statement --
2 at the time that this white paper was on the website,
3 there were no --
4      A    No.
5      Q    -- team of brokers, lawyers or developers?
6      A    No.
7      Q    And --
8           BY MS. SZCZEPANIK:
9      Q    And you had to wait for people to buy the

10 tokens before you could hire them?
11      A    Before -- yeah.  It's not only because they
12 bought it.  I was not buying yet a house.  I was not
13 buying yet this -- paying somebody beforehand.  And I
14 mean, that's a waste of money.  That's one thing.
15             And the second, because I was -- the way --
16 like I said, stages, when I issued the first wallet, only
17 then I'm going to start buying.
18             Just because the problem, again, going back,
19 how can give you which program.  How can we use your
20 money?  Or how can they hedge it?
21             So, that's why -- when we decided to stop it
22 and start doing this, I was not afraid, because the money
23 was there.  I mean, we didn't go -- it didn't go
24 anywhere.
25      Q    But, I'm saying, you had to wait until
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1 people purchased the tokens so that you could --
2      A    Buy the hedging part.  Why would I hedge
3 something that there's not -- wasn't sold.
4      Q    It would also pay for the lawyers and the
5 brokers and the developers --
6      A    To buy the properties.  Of course.
7           BY MR. TENREIRO:
8      Q    The next page, on page 9, it says, "RECoin
9 offers several guarantees to its users.  RECoin's
10 activities are in full compliance and governed by United
11 States law."
12             Do you see that?
13      A    Yeah.
14      Q    And what is the basis of that?
15      A    I don't know -- see here, seeing if I break
16 any laws.
17      Q    Did you hire -- don't tell me about
18 conversations with lawyers.  But, did you hire any
19 lawyers?
20      A    No, I did not.
21      Q    Okay.
22           BY MS. SZCZEPANIK:
23      Q    Well, what was the basis for you saying that
24 there was -- you were in compliance --
25      A    I work in official company in the United
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1 States.
2      Q    So, it was your own belief that you were in
3 compliance with the law?
4      A    At that point, yes.
5      Q    And that's -- that's a belief that's based
6 on your knowledge and not a lawyer's --
7      A    Not a lawyer's.  No.
8           THE REPORTER:  If you can wait until -- just
9 give a little space between --
10           THE WITNESS:  Sorry.
11           THE REPORTER:  -- when they finish the
12 question and you give the answer so I can have a
13 clean record.  Thank you.
14           THE WITNESS:  Sorry.  Bad habit.  Usually --
15 usually I -- I'm the one that's doing all the
16 questions for everybody who works in --
17           BY MR. TENREIRO:
18      Q    Okay.  Let me just ask you -- all right.  We
19 can set that aside.  And I'm going to ask you about a
20 couple of the documents that you gave us this morning.
21 Since I don't have copies --
22      A    This is your copy.
23      Q    I only have one copy.
24           MR. TENREIRO:  First I'm going to ask the
25       court reporter to mark this -- what's the next
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1       exhibit, 5?
2           THE REPORTER:  5.  Yes.
3      Q    Okay.  So, this is a four-page document and
4 I'm going to represent for the record that there's no
5 numbers at the bottom, because you put numbers on some of
6 them, but not on this one.  That's okay?
7      A    No.  I think --
8      Q    Well, let's mark it and then, if you don't
9 recognize it, we can talk about that.
10             (SEC Exhibit No. 5 was marked for
11       identification.)
12      Q    Okay.  So, this is a four-page document that
13 she marked as Exhibit 5.  I'm going to hand it to you and
14 just let me know if you recognize it or not.
15      A    This is for -- I -- it was on top, right?
16      Q    I'm sorry?
17      A    It was on -- the one on the right, after the
18 questions?
19      Q    Yes, sir.
20      A    It's terms and conditions.
21      Q    Okay.  So, this is the document you provided
22 me this morning, correct?
23      A    Yeah.
24      Q    Okay.  Who prepared this document?
25      A    Internet, plus couple more people that we
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1 read -- it's regular terms and conditions on the site.
2      Q    What do you mean, the Internet prepared the
3 document?
4      A    There's LegalZoom and so forth that was the
5 start, then we read a couple other ones and that's what
6 it was.
7      Q    Who's "we" in this answer?
8      A    Me and a couple of other people that sent me
9 a whole bunch of information and we -- we done it for us.
10      Q    Who are the people?
11      A    Well, Alex did some of the work, she --
12 Victoria did some of the work.  He used to do a lot of
13 this work.
14      Q    Alexandra?
15      A    Yes.
16      Q    There's an Alex and an Alexandra, that's
17 why.
18      A    Driga.  Last name Driga.
19      Q    D-R-I-G-A.
20      A    So, basically terms and conditions.
21      Q    What do you mean by "terms and conditions"?
22      A    On each site you always put terms and
23 conditions.
24      Q    Um-hum.
25      A    That's why there terms and conditions on the
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1 site.
2      Q    So, the document, Exhibit 5, is the terms
3 and conditions for what?
4      A    Of -- from the site.
5      Q    For RECoin?
6      A    Yes.
7      Q    Is that on the site?
8      A    Yeah.
9      Q    Those terms and conditions?

10      A    Yes.
11      Q    Where?
12             So, now -- I think you're looking at
13 Exhibit 3 now.
14      A    It's 3.  All the way on the bottom.  You
15 don't have it here.  Terms and conditions.
16      Q    And so, if I click on "Terms and
17 Conditions," that's what comes up?
18      A    Yeah.
19      Q    Gotcha.  All right.  Let's set that aside.
20             When was this put up on the website?
21      A    Don't remember, but awhile ago.  We don't --
22 we didn't touch this for almost four weeks already.
23      Q    Okay.  And what are -- what are the terms
24 and conditions described for people?
25      A    To accept credit cards and so forth, the
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1 terms and conditions described what they can use it, what
2 they are allowed, what's not allowed.  It's like, every
3 site has terms and conditions.
4             I would say on there also there, that's the
5 first requirement for the credit cards.  So, I remember,
6 but I can check when we got our account frozen for
7 Privacy Act.  So, terms and conditions was, I think was
8 earlier than that.
9             But, it was almost in the beginning.  No.
10 It was about a couple days late.  I can check.  I don't
11 want to lie to you, but I'll check the dates by that file
12 that we did update.
13           MR. TENREIRO:  Okay.  Now I'm going to ask
14 the court reporter to mark a two-page document as
15 Exhibit 6.
16             (SEC Exhibit No. 6 was marked for
17              identification.)
18           THE WITNESS:  It's good I'm in New York.
19      Q    Sorry?
20      A    It's actually good I'm in New York.
21      Q    Okay.  So, here's the two-page document.
22 And I'll read for the record, there's a handwritten
23 notation at the bottoms that says, "M21, M22."  I think.
24      A    MZ.
25      Q    Okay.  And so, it's your initials?
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1      A    Yeah.
2      Q    "MZ1, MZ2"?  Okay.  That's Exhibit 6.
3      A    It's MZ1 page and MZ2 page out of that box.
4      Q    Got it.  Do you recognize the document?
5      A    Yes.
6      Q    What is it?
7      A    It's one of our press releases.
8      Q    And is that -- when you say "we," you mean
9 RECoin press release?

10      A    Yes.
11      Q    Where was that?
12      A    Exact date, I don't remember.  But,
13 somewhere in the beginning I see -- oh, probably a
14 couple, like, a week, two weeks.
15      Q    Where was that posted?
16      A    Google, I think it was -- I'll just send you
17 a whole bunch of reports from press release sites if you
18 want.  I mean, you pay for it like Jet, you pay EIN with
19 a press release, you pay Business Wire.  You just pay
20 them and they repost it everywhere.
21      Q    When was that released?
22      A    They'll have a date.
23      Q    Where did you print the document from?
24      A    From Google Drive.  I got it because, after
25 we talked to you and I read it, I asked as much as we
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1 have, and so I print out this.  Because, if I would have
2 start printing you all the releases, I don't know most of
3 the words they posted, I can only show the ones that they
4 actually report back to me.
5      Q    So, that's a Word document on Google Drive?
6      A    Yes.
7      Q    That you printed?
8      A    Yes.
9      Q    Okay.  But, where is the actual release?

10      A    I don't get your question.
11      Q    Yeah.  The actual release that was sent
12 out to, you know --
13           BY MS. SZCZEPANIK:
14      Q    Where was the release posted?
15      A    Either at EIN or Jet Press.
16      Q    And when was it posted?
17      A    I don't remember the exact date.  But,
18 I'll -- like I said, if you want I'll go into the EIN and
19 just send you the dates.  It's basically going to a
20 PDF -- their PDF file, where they posted it.  Do you want
21 that?
22      Q    Can you give me the approximate date?  Yes.
23      A    Fine.  I have not.  Because, I don't know.
24      Q    Was it after or before you closed the RECoin
25 membership --
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1      A    Before.  This looks way before.  It looks
2 somewhere in the beginning.
3      Q    Okay.
4      A    I don't remember the dates.
5      Q    Since I only have one copy, I have to look
6 at it.  But, you say at the beginning:
7             "Right at the beginning of RICO on
8 August 7th, it became quite apparent that RECoin, the
9 first cryptocurrency hedge for real estate, is going to
10 become a smashing success.  In the first few days we've
11 raised over 1.5 million in direct RECoin token
12 purchases."
13             Can you explain what that refers to, please?
14      A    That refers to 1.5 that we were supposed to
15 get from one -- the person I told you.
16      Q    That -- okay.  That refers to your investor
17 in the Ukraine?
18      A    Yes.
19      Q    The direct RECoin token purchases?
20      A    It is a direct token purchase.  It's not the
21 tokens.  The problem -- I understand what -- one, when I
22 read what you send me, a subpoena, our understanding of
23 token, it's -- we didn't tell them that they going to get
24 the wallet.  We don't say that they have the wallet yet.
25 We didn't say they can exchange it the way they wanted.
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1 We didn't say this.
2             But, we did call it "token," just because we
3 still continue to call it a token.  How do you call
4 something that's been used -- this word is sadly now,
5 it's been used, also, for cryptocurrency.  But, the way
6 we were before, like, I don't know, dating sites used to
7 have tokens used to buy a token to basically buy flowers
8 for a girl, virtual flowers.  It's also called token.
9           BY MS. SZCZEPANIK:

10      Q    But, that says 1.5 million tokens purchased.
11      A    Right.  In dollars.
12      Q    Correct.  Were those tokens purchased?
13      A    Well, my understanding is, he wouldn't give
14 me the money if I wouldn't move the project.
15      Q    So, they weren't purchased yet?
16      A    Not yet.  There was -- from my
17 understanding, there was a willing to transfer after, so
18 he would have had that.  So, in my understanding it's
19 his.  Because, if I would have hit a certain amount, I
20 would cut down the discount, because I count them as the
21 money.
22             He just -- I didn't take that big of a sum,
23 because I was afraid.  The project was just starting.
24 Yeah.  He bought it in the old terms and I would have had
25 the money.
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1             But, to take somebody's money, it's not that
2 hard.  But, actually doing it and afraid of not doing
3 what you promised is my concern.
4             So, I didn't -- I could have taken the
5 physical amount, because he knew I would return it.  But,
6 I didn't want to keep it.
7             I'm sorry.  It's not a dollar, it's a
8 million and a half.  To keep a million and a half, is --
9 whatever happens.  It's a big amount.  Especially, in my
10 understanding, it's not my money, so I won't.
11           BY MR. TENREIRO:
12      Q    I think you said that during the time of
13 the -- when you were working with the RECoin project --
14      A    Okay.
15      Q    -- I think you said that the salaries and
16 all that was being paid by you, essentially?
17      A    Yes.
18      Q    Okay.  How much money did you spend?
19      A    So far?
20      Q    Yeah.
21      A    More than half a mil.
22      Q    Half a million dollars?  That included the
23 travel that you've been incurring and all that?
24      A    I'm incurring, I don't know, like, roughly
25 how much it is, spend on development on people.
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1      Q    Does include the salaries, for example?
2      A    Yeah.  It's painful sometimes to calculate
3 it, but, around half.
4      Q    The salaries -- what else does it include?
5      A    Software development for me and different --
6 mostly software development and salaries, more than
7 software development than salaries.
8      Q    Have you count --
9           BY MS. SZCZEPANIK:

10      Q    I'm sorry.  What software was developed?
11      A    First, the wallet and MLT Hub,
12 professional --
13      Q    No.  MLT Hub was a different business.
14      A    But, it's all one expense.  We aren't
15 talking about just this expense.  I don't count it as a
16 separate.
17             If you want to talk about RECoin, building
18 expense, there is some people, not even all of it.  We're
19 not talking about a lot of them.
20           BY MR. TENREIRO:
21      Q    Well, why do you consider it all one
22 expense?
23      A    Because it's my expense.  Because, I'm
24 paying it out of my pocket, so, how -- why would you
25 write something from the left pocket to the right if I'm
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1 paying for it?
2      Q    Are those -- are those other entities going
3 to have any sort of business relationship with DRC?
4      A    Of course.
5      Q    Okay.  What kind of relationship is it going
6 to be?
7      A    Partnership.  They will be able to use it
8 there, they'll be able to have bigger discounts, because
9 I own the -- the beginning of the ecosystem, and then I
10 can fix that.  I can actually go after bigger guys and
11 get bigger, just because I'll show them the full setup.
12 Not just, here, what it is, here, we have this, this, and
13 this.
14             It's -- for example, I understand that a
15 hotel will need a separate manager.
16      Q    Okay.
17           BY MS. SZCZEPANIK:
18      Q    So, you said right now you plan to use the
19 money that you raised through your DRC Coin to help with
20 these other businesses that are --
21      A    No.  No.  My money, I don't count it as
22 separate.  This is separate.  One has nothing to do with
23 the other one.  As far as DRC goes, that's going to be
24 for the club.
25             But, for the club to work and grow faster, I
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1 need to show the rest of the partners that it's a working
2 concept.  And the way to do it is to get -- either I go
3 to you and ask, "Listen, we're new, but please, can you
4 help us and let's work together," or show them, here.
5      Q    Who are the other partners you're talking
6 about?
7      A    Anybody who I go to.  I call it the old, old
8 ecosystem.  But, they all kind of -- it's ecosystem,
9 somebody we work together with.  It could be partners, it
10 could be programs.  It's just ecosystem.
11             It's basically -- like, Amazon has some --
12 Amazon Prime has also some audio, so forth.  And that's
13 all called ecosystem in one word.
14             And then, so, that's why -- I'm sorry.  I
15 don't calculate what I spend.  It's my money.  I believe
16 in this project.  I believe in all of it.
17             I mean, I'm taking the risk more than
18 anybody.  I mean, it's almost a year and a half of my
19 life flying, talking to people, and we still didn't screw
20 up.
21      Q    So, half a million dollars, plus all the
22 expenses on your own travel, which you're not counting
23 there.  So -- is that correct?
24      A    Yeah.
25      Q    So, if you had to add that, how much would
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1 you just approximate you've spent on this project?
2      A    Well, I usually -- I copy the amount.
3      Q    That's okay.
4      A    So, probably about another 50.
5      Q    Another 50,000?
6      A    Yeah.
7      Q    Okay.  All right.
8      A    Again, if you count the living expenses that
9 I -- I don't count it, like -- roughly about, let's say,

10 half a million for everything, maybe 500 and change.
11             I -- honestly, at the end of the day, if
12 I -- I borrowed from my family some money.  I help enough
13 people in my life, they just gave me some, if you want to
14 count it all.  But, overall it's about 500 and change.
15      Q    Have you -- since you've been working on
16 these projects have you had any sources of income?
17      A    No.
18      Q    Okay.  So, like, have you had a job that's
19 paying you a salary or anything like that?
20      A    (Shaking head.)
21      Q    Okay.  Let me --
22           BY MS. SZCZEPANIK:
23      Q    Did you say no?
24      A    No.
25                 MS. SZCZEPANIK:  So, before we go on, I just
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1 have an extra page.  Do you want to clarify for the
2 record that -- I think it started here.
3           MR. TENREIRO:  So, this should have been the
4 first page.
5                 MS. SZCZEPANIK:  Yeah.  That should have
6 been the first page.
7           MR. TENREIRO:  Okay.  I'm sorry.
8           BY MR. TENREIRO:
9      Q    So, Exhibit 5 is, in fact, a five-page

10 document.  I didn't hand you the first one.
11      A    Yeah.
12      Q    So, let me -- let me give it to you again.
13 It's five pages.
14      A    Yes.  Terms and conditions.  You see, I
15 guessed it just by reading it, but that was --
16           MR. TENREIRO:  Can we change that?
17           THE REPORTER:  Yes.
18           MR. TENREIRO:  Okay.  Let me ask you to
19 mark 7, please.
20             (SEC Exhibit No. 7 was marked for
21             identification.)
22           MR. TENREIRO:  And this will be a four-page
23 document.
24      Q    All right.  I've asked the court reporter to
25 mark an Exhibit called MZ -- so, it's four pages,
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1 Exhibit 7, and at the bottom it says MZ25 through MZ28.
2 Let me know if you recognize the document.
3             And I will represent to you that it's one
4 of -- some of the papers you gave me this morning.
5      A    Yeah.
6      Q    What is it?
7      A    It's basically removing from one hedging to
8 another.
9      Q    But, what is the document?
10      A    My fellow (unintelligible) --
11      Q    Slowing down.  Is it an e-mail, is it a --
12 what is it?
13      A    I think this was e-mail.
14      Q    Okay.
15      A    It was -- I think it was both.  It's a press
16 release and e-mail, but it looks like e-mail.
17      Q    Okay.  And where did you get that from?  Was
18 that from the Google Drive?
19      A    That's what I was sent by Alex.
20      Q    Okay.
21      A    He does the e-mails.
22      Q    I don't see, like, a "To" or "From" or
23 "Subject" on that document, so I'm having trouble
24 understanding.
25      A    I understand.  In my understanding it was
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1 not necessary, but, like I said, from Alex to me.  He
2 sent me this because he was the one doing the e-mails.
3      Q    Okay.  And so you're representing to me,
4 right now, that that document was e-mailed to other
5 people?
6      A    Yes.
7      Q    Who was it e-mailed to?
8      A    To everybody who was RECoin.
9      Q    When?

10      A    End of August, beginning of September.  But,
11 to the end of August.
12      Q    Okay.  So, let me just ask you.  And on
13 page 26, so, the second page of the exhibit, there's a
14 Diamond Reserve Club logo --
15      A    Um-hum.
16      Q    -- is that correct?
17      A    Yes.
18      Q    Okay.  And on page 4 of the exhibit, which
19 is MZ28, there's 101Lego?
20      A    Yes.
21      Q    That's the company you talked about earlier?
22      A    Yes.
23      Q    That's your company, correct?
24      A    Yes.
25      Q    All right.  On the second page of the
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1 document, the one that's called MZ26 --
2      A    Um-hum.
3      Q    It says:
4             "On August 7th, RECoin went live, raising
5 over 1.5 million in direct RECoin token purchases during
6 the first three days of the presale."
7      A    Okay.
8      Q    "The trust in our project became so vast
9 that another 2.3 million in expected earnings were
10 generated as a result of the RECoin presale success."
11             Did I read that correctly?
12      A    Yes.
13      Q    What does that mean?  Can you explain it?
14      A    Expected more investors.
15      Q    2.3 million?
16      A    (Nodding.)
17      Q    And who were those?
18      A    From the same guy.  He was supposed to come
19 in with the bigger investors, also.
20      Q    How much total?
21      A    In reality?  We were supposed to get 10.
22      Q    10 million from him?
23      A    Not from him.  From him and his friends.
24      Q    Okay.  So --
25      A    But, at that point -- this is a copy of the
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1 previous press release.  This copied and pasted it.  My,
2 I guess, fault that we didn't change this at that point
3 already.  But, it's just -- because it was in previous
4 press release, that's how it was written, we just copied
5 and pasted it.  You should have seen other ones, like the
6 ones all the way, like, first week of -- second week.
7      Q    Is this statement accurate?
8      A    No, it's not.
9      Q    Okay.

10      A    At this point, no.
11      Q    Was this statement accurate when it was
12 sent?
13      A    When it was sent to this, no, it was not a
14 hundred percent accurate.
15      Q    Why not?
16      A    Because, at that point we didn't have those
17 investors anymore.  And they copied that from a different
18 press release and I didn't see that one.
19      Q    Okay.
20      A    But, at that point already, we were -- to
21 the bigger clients we already sent even before, like, the
22 biggest -- even I talked to -- I can send you a couple
23 names for the biggest who bought RECoin, actual person I
24 called and explained that, we're moving, if you want to
25 stay with us; if not, that's it.  You can ask for refund.
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1             One guy got $5,000 in credit card refund.
2 That's the biggest one.  Usually it was the little guys.
3      Q    The next paragraph, sir, says:
4             "Unfortunately, at that point the U.S.
5 government did what it does best, interfere.  In no
6 uncertain terms it let us know that we're not allowed to
7 take steps to maintain the level of liquidity of our real
8 estate holdings to keep your investment safe and secure.
9 And our community truly decentralized and rid of any
10 outside influence."
11             Did I read that correctly?
12      A    Yes, you did.
13      Q    What is that?
14      A    Fuck-up.
15      Q    I'm sorry?
16      A    I didn't write all of that.  But, the person
17 who wrote this, this and this, he screwed it up.  And --
18      Q    Did anyone in the U.S. government let you
19 know in --
20      A    No.
21      Q    So, that's not true?
22      A    No.
23      Q    Okay.
24      A    It was -- actually, we suffered more of a
25 loss because of that.  Just because of --
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1      Q    Because of what?  I'm sorry.
2      A    Because, we were changing the hedging and
3 the way he wrote it, it's basically stating that we made
4 the mistake as far as legal-wise.  When we didn't make a
5 mistake.  We were afraid for hedging part.
6             And I saw this when it was already sent.
7 And sent it to say, "I'm sorry, we wrote it incorrectly."
8 It doesn't work like that when you send it out.
9      Q    Did you send something later --

10      A    No.  No.  It was -- there was no point to
11 it.
12      Q    Did you send --
13      A    No.
14      Q    Let me finish the question.
15      A    I did not.
16      Q    Did you send something to people later
17 saying, "We wrote this incorrectly," referring to
18 Exhibit 7?
19      A    I did not.
20      Q    Okay.  Why not?
21      A    Because, I don't understand what to tell
22 them, that I have a guy who basically screwed up?  It
23 sounds worse than it is already.
24      Q    Okay.
25      A    That's why we lost roughly 90 percent of
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1 everybody, just because of that -- what he wrote.
2      Q    Continuing on with Exhibit 7, is this one of
3 the -- I'll just continue reading from the second page,
4 which is MZ26:
5             "However, the good news, my fellow RECoin
6 holders and investors, is that we're not going to let
7 your tremendous faith in our collective" --
8 "tremendous" -- I'm sorry.
9             "We're not going to let your tremendous
10 faith in our collective project, its strategical and
11 tactical objectives go to waste.  We all want to make a
12 world" -- et cetera.
13             Do you see that?
14      A    Yes.
15      Q    Okay.  Is this -- what is that about?  What
16 is it this about?
17      A    He is artistic person, so he tried to make
18 nice of something.
19      Q    Let me ask a clearer question.
20      A    Okay.
21      Q    Is it -- is this document at least one of
22 the communications sent to people about converting from
23 the RECoin to --
24      A    This was e-mailed to everybody who owned the
25 RECoin.
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1      Q    Who what?
2      A    Who owned the RECoin.
3      Q    So, anyone who owned the RECoin received
4 this document?
5      A    This document.
6      Q    And is it fair to say that one of the -- one
7 of the things that this document talks about is the
8 opportunity to --
9      A    To convert.
10      Q    -- to convert?
11      A    Yes.
12      Q    Or at least to stay?
13      A    To stay.  Convert.
14      Q    Okay.  On the third page of the document,
15 where it says "MZ27" --
16      A    Um-hum.
17      Q    -- the middle says:
18             "The club membership remained" -- I'm sorry.
19             "The club members" -- I'm reading backwards.
20             "The club members remained entitled to all
21 the opportunities and benefits they were promised at the
22 time of joining the RECoin community."
23      A    Okay.  Yes.
24      Q    Is this true?
25      A    Yeah.
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1      Q    Okay.  So, does this include all of the
2 benefits of the RECoin coin?
3      A    Except real estate hedging.
4      Q    So, except for real estate hedging and
5 diamond hedging?
6      A    Yes.
7           MR. TENREIRO:  Okay.  Let's go off the
8       record and take a break.
9             (Whereupon, a recess was taken.)

10           BY MR. TENREIRO:
11      Q    Mr. Zaslavskiy, when we were off the record
12 did we discuss this case -- did you discuss this case
13 with the staff of the SEC?
14      A    The case, no.  Just the whole concept of
15 what's going on with the world as far as ICO and so
16 forth.  Yes.
17      Q    Okay.  And just for the record, I'll state
18 that we stated we couldn't comment on that.
19      A    Yeah -- I -- yeah.
20      Q    Okay.  I have a couple of questions and
21 hopefully we'll be done soon.
22           MR. TENREIRO:  I'm actually going to ask the
23 court reporter to mark Exhibit 8, please.
24             (SEC Exhibit No. 8 was marked for
25              identification.)
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1      Q    And 8, there's no "MZ" on it, but it goes
2 from 65 to 89.  If you'll just take a look at it and let
3 me know --
4      A    It's the white paper, last white paper.
5 Yeah.
6      Q    What is it?
7      A    The last white paper.
8      Q    For RECoin?
9      A    Yes.

10      Q    And when was that put on the website?
11      A    Probably about a week and a half, two weeks
12 after.
13      Q    After what?
14      A    After the start.
15      Q    Okay.
16      A    So, about a week and a half, roughly.
17      Q    After August 7th?
18      A    Definitely.
19      Q    Okay.  Okay.  Thank you.
20      A    There is a letter that we did update, a
21 press release.
22      Q    Okay.  Can I ask you how many times you've
23 been to the Ukraine in the last year?
24      A    Last year, twice.  Last time, three months,
25 two and half, almost three months.
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1      Q    Twice in the last year?
2      A    Yes.
3      Q    Okay.  Any other travel abroad in the last
4 year?
5      A    I was in Russia.  That's about it.
6      Q    How many times?
7      A    Altogether, I think three or four times.
8      Q    Three or four times in Russia?
9      A    No.  Altogether.
10      Q    Okay.  Altogether with the Ukraine, you
11 mean?
12      A    Yeah.  Ukraine, I went to Paris -- I do
13 travel a lot.  It's just -- I can check my dates.  Right
14 now, in the last nine years, I spent about 30, 40 percent
15 somewhere else.
16      Q    Okay.
17           BY MS. SZCZEPANIK:
18      Q    And how many times did you meet the
19 Ukrainian banker face to face over the businesses that
20 we're talking about here?
21      A    About the business?  I talked to him, it was
22 before I started, because I see him and I
23 (unintelligible).
24      Q    And when did you first start talking to him
25 about these ideas?
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1      A    In the synagogue.
2      Q    When?
3      A    Ah.  About six months ago.
4      Q    Okay.  And then, since that time how many
5 times have you met him in person?
6      A    I see him almost every time I go to the
7 synagogue.  I'm not that religious, but I try to go in
8 the morning, because -- he's more religious.  He goes in
9 the morning.
10      Q    So, when you're in Ukraine --
11      A    In Ukraine, usually from in Odessa or
12 Kiev -- I mean, he lives more in Odessa than Kiev.  But,
13 he comes there a lot, so I see him.  That's it.  Try the
14 project.
15             It's one of the reasons why I think
16 everybody likes the project in other countries, because
17 what's going on in other countries.  Nobody -- I mean, if
18 you take old -- so, the new countries, there is a bank
19 that says thank you for, maybe, giving your money, and
20 the bank closed.
21      Q    Other than an in-person meeting, did you
22 ever communicate with him by e-mail or by letter or by
23 written communication?
24      A    No.  Those guys -- we're talking about older
25 generation.  No e-mails.  And they respect more if you
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1 talk to them -- like, there is no English, there's only
2 you.  They like (unintelligible), which is like -- I
3 don't know how to explain it.  It's like in
4 (unintelligible) faith, that when you're older it's more
5 respectful there.
6             That's -- and they like a phone call or they
7 like personal attention.  And when you go after that kind
8 of investor you do personal attention, I mean.
9      Q    Did the Ukrainian banker ever give you any

10 money?
11      A    I didn't take the money.  He offered, he
12 said he can transfer it tomorrow, I said until I'm, you
13 know, set up and ready with the tokens, I don't need it.
14      Q    For any project before that did he give you
15 any money?
16      A    Oh, no.
17      Q    How about any of his friends?  Did they ever
18 give you any money for any project?
19      A    No.  We have common friend who I have
20 business about seven years ago who introduced me a long
21 time ago.  I had a business which was, we were building
22 food trucks in Ukraine for the community.  He was my
23 partner of this.
24      Q    And did any of the funding that you received
25 for your charities go into any of your businesses?
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1      A    No.  My charities mostly not money
2 contribution, it's humanitarian aid.  I put a lot out of
3 my pocket into it.  If you check, you'll see, when
4 there's not enough I take out and put my own.
5             It's mostly, like, we gather clothes, food
6 somewhere and give it out.  We send a container of
7 clothes, hygiene from the United States.  There is no
8 money into it as far as that.
9             It's just, there was a point in life where

10 money was everything and I did mistakes and now I'm a
11 strong believer that I have to do certain things back.
12 It's, I guess, karma.
13      Q    Have you ever filed for bankruptcy?
14      A    Yes.
15      Q    When was that?
16      A    Three years ago.
17      Q    And what is the status of that proceeding?
18      A    It's done.  I had a bankruptcy three years
19 ago.
20      Q    And what was the outcome?
21      A    I got the bankruptcy.
22      Q    Was there a payment plan to creditors?
23      A    I got a bankruptcy.
24      Q    Was there a payment plan to creditors?
25      A    No, no.  It's at zero.
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1           BY MS. SZCZEPANIK:
2      Q    So, your -- your debts were extinguished?
3      A    Yes.  My debt was about seven or eight
4 years old before I went to bankruptcy.  Nine.
5      Q    So, how much was the total amount of the
6 debt?
7      A    About 200 and change.
8      Q    $200,000?
9      A    Yes.
10      Q    Okay.  And that was extinguished?
11      A    Yes.
12      Q    So, you didn't have $200,000 to pay for --
13      A    At that point, no.
14      Q    Okay.  Got it.  Okay.  And just so that I --
15 make sure that I understand it for the DRC project, if
16 that's the right word.  The DRC project that's going on,
17 what is your intention of what you're going do with the
18 proceeds from the purchases of those --
19      A    The proceeds up to 70 percent -- 70, but I
20 write up to -- I want to make sure we understand.  When I
21 say up to 70, it's for hedging only.  It's in case of you
22 come in and says you want it back.  In case of whatever,
23 world War III or destruction, I don't care, the bubble
24 pop --
25           BY MS. SZCZEPANIK:
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1      Q    70 percent you're going to buy diamonds?
2      A    Yeah.  70 percent.  But, when I say on paper
3 "up to 70 percent hedging" to people, that means if they
4 come tomorrow and it costs more, for example, for some
5 reason it went up in price, the token.  That's why I call
6 it "up to 70."  You understand what I mean?
7      Q    Up to 70 percent.  So, if I buy a dollar --
8      A    If you --
9      Q    -- up to 70 -- let me finish.  If I buy a

10 dollar, up to 70 cents are hedged in diamonds?
11      A    Yes.  But, that's not what we write.  And
12 that's why I want to make sure you understand.
13             When I say it's hedged up to 70 percent, the
14 reason why we call it "up to" -- for example,
15 by whatever, bad case scenario, token flies from a dollar
16 to 2, that's why we write "up to" hedging 70 percent.
17             As far as I'm buying diamonds, it's the
18 70 percent.  Do you understand the difference?
19                 MS. SZCZEPANIK:  No.
20      Q    No.
21      A    Okay.  There is two scenarios.  One, I get a
22 million numbers and I buy it for 400,000 in diamonds.
23 What happens in two years?  The token might cost more
24 than what's hedged, that's why we write "up to 70
25 percent."  You understand what I'm saying?
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1      Q    So, the token costs $2 tomorrow, I'm still
2 only hedged 70 cents?
3      A    No, you're not, but, because tokens continue
4 to sell and then goes more and more up, it equals out.
5 You understand?
6      Q    No.
7      A    Can I have a paper and I'll try to explain
8 it?
9           MS. SZCZEPANIK:  Yes.  If you write

10 something down on paper --
11      Q    We can mark it?
12      A    I understand.  But, you can explain it and
13 I'll --
14           MR. TENREIRO:  Do you have any?
15           MS. SZCZEPANIK:  I'll get one.
16           THE WITNESS:  Because, that's why the
17 wording is a little bit different in case of --
18 instead of what happens to the money itself.
19      Q    You said that's not what you write?
20      A    No.  That's what we -- for people that we
21 sell it, we say it's hedged up to 70 percent.
22      Q    Uh-huh.
23      A    You ask how we cannot spend the money.  It's
24 two different scenarios.
25      Q    Okay.
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1      A    Because, when we say "hedged up to
2 70 percent," the reason --
3      Q    Okay.  Well, here's a blank piece of paper
4 and here's a pen.
5      A    Sorry.  I have two different scenarios.
6 What you're asking, it's spending, right?  So, 70 percent
7 will go into diamonds, then advertising expenses, two
8 percent goes into charities and the rest is expenses.
9 Basically advertising --

10           BY MS. SZCZEPANIK:
11      Q    Expenses of the business.
12      A    Of the DRC Coin itself.
13      Q    Yes.
14           BY MR. TENREIRO:
15      Q    That's 28 percent.
16      A    Yeah.  28 percent.  That, for example, some
17 discount clubs, they will not -- they want me to pay
18 85 cents for their service per person.  That's always
19 going to go into this.
20      Q    Does that 28 percent -- so, 28 percent to
21 grow the business?
22      A    The expense.  It's -- usually it's expenses.
23 It's not expense as far as buying a yacht, it's more of
24 an expense to -- to help it grow.  Yes.
25           BY MS. SZCZEPANIK:
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1      Q    To help to grow the DRC business?
2      A    To grow DRC.  DRC is DRC.  Right.  But, when
3 we say it for, like, buyers of the membership, we say "up
4 to 70 percent."  Up to.  The reason why, because, if we
5 do what we're supposed to do -- the mining part that you
6 said.  So, the numbers will continue selling --
7           BY MR. TENREIRO:
8      Q    Um-hum.
9      A    -- up and up and up.  Right?

10             So, today you bought it for, let's say, a
11 dollar, tomorrow you bought it for two.  70 percent still
12 goes into diamond.
13      Q    Um-hum.
14      A    But, when I say to you it's up to
15 70 percent, what it means is that, in case of emergency,
16 up to 70 percent is covered.  Because, today, basically,
17 the 70 percent will come out as a sum of amount of sold
18 compared to what's inside, as far as diamonds.  You
19 understand?  That's why we call it -- we write on the
20 site "up to."
21      Q    That's what I asked earlier.  If I buy -- if
22 I buy a token at a dollar --
23      A    Right.
24      Q    -- you're going to take 70 cents and buy
25 diamonds?
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1      A    Right.
2      Q    And you're going to take 32 cents and you're
3 going to put it to charity?
4      A    Okay.
5      Q    Is that correct?
6      A    Yes.
7                 MS. SZCZEPANIK:  Two cents.
8           THE WITNESS:  Two cents.
9      Q    And you're going to take 28 cents and you're

10 going to do the expense.
11      A    Yes.
12      Q    Okay.  And then, nothing else happens,
13 tomorrow the token is worth $2?
14      A    Right.
15      Q    So, up to 70 percent of $2 is backed?
16      A    Up to 70 percent.  Because, when we sell one
17 token we continue selling it.  That's why the mining is
18 up to 30 years.
19      Q    So, it can be less than 70 percent?
20      A    Yes.  Just because of this equals out at the
21 end, but it still might be lower.
22      Q    So, in my example only 70 cents is backed by
23 diamonds.
24      A    In your example, if we didn't sell
25 anything --
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1      Q    Nothing else happens.
2      A    Nothing.  If you're the only member and we
3 just sold you, yes.  But, then it's not going to go up to
4 $2.
5      Q    And let's just assume it goes up to $2.
6 That's what you mean by "up to 70 percent," correct?
7      A    Right.  And that's why.
8      Q    That's all.
9      A    That's why.  But, it's a little bit more
10 mathematical, just because it continues selling and the
11 mining -- that's why the mining is for 30 years.  And
12 what the club really makes money on at the end of the day
13 is on the service, on commission.
14             When everybody start using it, then that's
15 where we and our sponsor of the club will continue,
16 continue and continue.  That's how the club is making its
17 money.  You understand?
18      Q    Let me try to unpack that a little bit.  So,
19 I bought a membership, I bought a token or $1 membership.
20      A    Okay.
21      Q    Now I have access to certain discounts from,
22 let's say, Delta or Access.
23      A    Okay.
24      Q    So, I go and buy a ticket on Delta for $500.
25 I still have to buy $500, right?
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1      A    Um-hum.
2      Q    And where is the commission that the club
3 gets there?  Where is the commission?
4      A    Two ways.  From affiliate programs --
5           MS. SZCZEPANIK:  I'm sorry.  What?
6           THE WITNESS:  Affiliate programs.  And the
7 second one is from commission.  When the people --
8 okay -- let me maybe go back --
9      Q    Let's stick to my example.
10      A    I am sticking to your example, I'm asking
11 you separate questions that has to do with -- it will --
12 I'll explain how to -- easier to explain to you.
13             What do you know for (unintelligible) and so
14 forth.  You know, traders, they basically pay some
15 commission to miners or whatever it is, right?  Okay.
16             So, if you read white paper and so forth, it
17 says that a certain percentage goes into the club from
18 that commission.
19             So, basically, the commission is 1 percent
20 and we keep for the club 1.5 or 15 or whatever.  That's
21 how the club makes enough money to go further, further
22 and further.
23      Q    Okay.  So, if I buy $1 worth of the coin --
24 if I buy $1 worth of the coin and then tomorrow I manage
25 to sell it to her for $2 --
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1      A    Okay.
2      Q    -- there's a commission there that the club
3 gets?
4      A    Miners get the commission, we take a little
5 piece of it.
6      Q    Miners get the commission and the club gets
7 a part of that commission?
8      A    And the miners give us a percent of their
9 commission, basically.

10      Q    And the miner is who, in this scenario?
11      A    Everybody.
12      Q    So, me?
13      A    No.  You're not a miner.  You bought a
14 token.  Miners are miners.  Miners are the computer guys
15 who sit --
16           BY MS. SZCZEPANIK:
17      Q    So, what's the blockchain at the --
18      A    Right.
19      Q    So, these are going to the participants in
20 the blockchain, validating transactions?
21      A    Yes.
22      Q    Okay.  So, who are those participants?
23      A    Whoever wants to be.
24      Q    You haven't set up the blockchain yet?
25      A    No.  That's the next stage.  That's why the
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1 mines are going to be available in the --
2      Q    And what's the validation method?  Is it
3 proof of work, proof of --
4      A    Proof of work.
5      Q    Proof of work.  And then, what is the
6 commission structure for the miners?
7      A    I don't remember the numbers.  85/15 we
8 keep.
9      Q    So, the club keeps 15?

10      A    The club doesn't keep 15.  Out of those
11 15, half of it goes to charities.
12      Q    Okay.  So --
13           BY MR. TENREIRO:
14      Q    The club directs 15 cents?
15      A    No.  It's all computerized.  It's not --
16 it's basically, the program knows, 85 percent goes to the
17 miners, 15 percent -- let's say 7 and a half goes to --
18 7 percent goes to charities, half a percent goes directly
19 to me and the rest goes to the club to go further and
20 further.  It does it all automatically, so it doesn't,
21 like, go, for example, to one entity and then divides.
22      Q    Directly to you, Max?
23      A    0.5.  That's how I make my money.
24      Q    And -- but, the computer program was
25 programmed by somebody.
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1      A    After we release it, that's it.
2      Q    I understand.  But, who -- you know, someone
3 put in those parameters of 85 --
4      A    It's in the white paper, different
5 parameters.  But, after he releases it, it's not us.  So,
6 we cannot take it back.  And same problem going back to
7 the credit cards.
8      Q    I understand.
9      A    But, it goes automatically for the charges

10 will go to separate -- it's 7 percent.  1 percent goes to
11 big charities like (unintelligible) software, the rest
12 will give us enough association to give to that region.
13 And basically, because --
14           BY MS. SZCZEPANIK:
15      Q    Let me understand this 70 percent, too.  If
16 I go on a token --
17      A    Uh-huh.
18      Q    -- and I want to sell it back to you, you'll
19 buy it back for 70 percent?
20      A    Yes.  But, I'm not going to buy it unless --
21 you're not going to sell it to me unless there's some
22 emergency.
23      Q    What does that mean?
24      A    I'm sure there is a person who's gonna buy
25 it for 100 percent.  Why would you come me to and sell me
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1 for 70 percent?
2      Q    Okay.  Who is that person?
3      A    I don't know.  Another user, another --
4 whatever.
5      Q    And where is that going to take place?
6      A    Don't know.  It's -- it's Internet.  I mean,
7 I can basically, for example, as far as I understand, the
8 IRS is supposed to get more of that information.  I can
9 say the wallet number, if he actually does it as a
10 membership.  If he has a wallet without a membership
11 connected to it, I cannot say who owns it more.
12      Q    Where -- where is the secondary trading
13 going to happen?
14      A    Hopefully an exchange will pick it up and so
15 forth, but at this point I don't know.
16      Q    Which exchanges?
17      A    There's enough of them.  Don't know.
18      Q    Have you talked to any exchanges?
19      A    We're not -- I read their requirements,
20 we're not good enough to go there yet.
21      Q    Okay.  Have you communicated with any of the
22 exchanges?
23      A    Awhile ago, when I just started, I wrote to
24 a couple of them.  They were very rude and obnoxious and
25 read the site, instructions on the site.  But, they need
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1 liquidity, they need a wallet that's number 7.  But,
2 like, we get to use the wallets and that's why we can't
3 get to exchanges yet.
4             Coinbase is one of them, because it's the
5 biggest, even though it has a lot of problems if you read
6 on Internet, a lot of customers aren't happy about it.
7 Because of the frozen money and Coinbase doesn't give
8 them time.  But, so far it's the biggest in the in the
9 United States.

10             So, as far as information goes, I can
11 provide you members, but, at some point, but, all of them
12 still my members.  You understand?  It kind of works both
13 ways.
14      Q    But, at a certain point is it your plan to
15 get these things listed on one of the exchanges so that
16 there is --
17      A    Hopefully, in due time, yes.
18      Q    Okay.
19      A    But, all the stages.  Some exchanges, from
20 what I read so far, give them money, they'll lose it.
21 But, why would I give them money for something that's --
22 basically they're not going to be able to do properly,
23 anyway.
24      Q    What do you mean by that?
25      A    Exchanges work only if there's liquidity.
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1 Like, for example, take -- the same problem, tie that to
2 real estate, not enough liquidity.  And if I give you
3 $5,000, you waste it, but there's no liquidity, I just
4 wasted $5,000 and it looks not good, anyway.
5      Q    Okay.  So --
6      A    I'm not trying to --
7      Q    When there's enough tokens out there, your
8 plan is to go to the exchange --
9      A    Yes.

10      Q    -- to get it listed so you can get liquidity
11 in a secondary market; is that correct?
12      A    Correct.  But, all the steps are like same
13 thing.  I do want to get transmitter license.
14      Q    From who are you getting it?
15      A    I want to start in Puerto Rico and go to
16 each state.  But, all of it takes step.
17      Q    And this is for which business?
18      A    DRC.
19      Q    So, you want to get money transmission
20 business license?
21      A    Well, what I really -- at the end of the
22 day, that's what it's going to come up to.  And like I
23 said, I do read.  It's going to be one of those
24 requirements anyway, so, why wait when, you know -- if I
25 already understand, that's probably what that is.
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1             Because, even though I'm not exactly like
2 everybody else and sometimes I call the bank.  And to
3 prove that I'm different, it takes three days of e-mails.
4 And they still don't get it after I get with them on the
5 phone.  Just because, they ready for big conners and
6 their mind, that's it.
7             Yeah.  We're building a new product.  We are
8 having problems, like anything else.  We are not --
9 that's why I'm afraid to take the investor's money,

10 that's why I'm afraid to take --
11             I did a lot of business in my life, even
12 though I'm only 38, but this is third time I'm on getting
13 on my feet.  Let's call it like that.
14             I lost -- first time I lost most of money
15 and it was when I was about 20, and then close to 30 and
16 change, here I owed more money than anything.
17             And that was the problem.  I was fighting
18 before going to bankruptcy.  I was trying to fight it
19 and, you know, get on the feet to basically -- but, when
20 you start every morning from giving what you owe, it's
21 kind of tough.
22             I have enough people who believe in me,
23 because, in all my life I could probably say I didn't
24 screw anybody over, in the full sense of that word.
25             And in reading certain things, I understand
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1 that the progress goes into that.  It's same thing -- I
2 mean, I have my own point of views and sometimes it
3 doesn't agree with a lot of people, as far as --
4             Like, I'm in, also, in the community of
5 cryptocurrency and so forth, right?  So, I talk to
6 people.  And if I tell them what they're doing is
7 impossible and they tell me I don't know squat about it,
8 it's my opinion at the end of the day.
9      Q    Okay.  I just want to understand the
10 circumstances that would have to occur for you to buy
11 back tokens at 70 percent.  Can you describe those for --
12      A    Worst case scenario, a war.  Anything.  The
13 war is not only here, try to understand.  The bubble
14 blowing up.  That's one of the biggest --
15      Q    So, if the business begins to fail --
16      A    It's because of the business might fail.
17 But, more I am afraid very much of the bubble, it's gonna
18 have these ICOs, and I believe it's coming.  Because,
19 it's like, it's crazy what's going on.
20             And because of that, I was afraid that real
21 estate would not cut it at that point.  Because, you have
22 enough people coming in -- if I thought it was at first
23 I'm not going to hit the 70 percent mark, even close.
24 And the biggest problem is, if that's gonna tie up a lot
25 of finances worldwide, we're going to fall first.
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1             So, in that bad of economy, remember 2008
2 and so forth, are you going to sell your house really
3 fast?  It's impossible.
4      Q    Have you located any sources of diamonds?
5      A    I've been around those people for -- since I
6 grew up.  Like I said, I have a lot of that.  I know
7 where to get them.
8             But, what I already know, because I talk to
9 my cousins, I talk to a couple other people, the more

10 money you have, to a different level of people you're
11 going to talk to.
12             For example, De Beers, I can get minus
13 20 percent per sale.  If you go in with 100k, you can get
14 minus 30.  If you go with a million, you can get as low
15 as a minus 70 percent of De Beers market.  But, I'm not
16 sure I'll ever get to that amount.  You need to buy,
17 like, a hundred million dollars.
18      Q    Okay.  So, the more you raise in the coin --
19      A    The more I can buy it cheaper, then I'll
20 have more hedge.  
21            That's why I didn't -- like, what I'm
22 trying to figure out now, as far as where to hold it.
23 Because, safe deposit box doesn't take all my --
24           MR. TENREIRO:  Okay.  Let's mark the paper
25 that you wrote on as Exhibit 9.
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1             (SEC Exhibit No. 9 was marked for
2              identification.)
3      Q    All right.  So, I'm just showing you
4 Exhibit 9.  Oh.  Finish, if you have any more --
5      A    And the only safest way so far I have as
6 idea, it's a small office with a safe, like in diamond,
7 Beverly Hills, just to keep, like, small office and safe
8 and short.
9             Because, safe deposit, like I said, I

10 thought there is some, like, holding places for stuff
11 like this; apparently, in the United States there is
12 zero.  In Europe there's a lot of them, for jewelry, for
13 storms for -- I don't know why nobody cares in the United
14 States or whatever that is the problem.
15             So, that's the biggest problem.  I'm trying
16 to figure this out with insurance, because that's also
17 cost, and if it's going to be Los Angeles or New York.  I
18 like Puerto Rico.  It's a nice tax deduction and so
19 forth, but, no, I'm not going to hold diamonds there.
20      Q    Okay.  Do the members of your team have
21 e-mail addresses?
22      A    Members of my teams?
23      Q    Like Alex?
24      A    Alex have at  .  The rest
25 of them, no.

Page 179

1      Q    So, he's the only one?
2      A    Yeah.  They have their personal e-mails.
3 Depends on what I need from them.  Usually I go through
4 him anyway, just because, as soon as my ass -- I'm sorry
5 to say -- leaves that office, the papers drop and the
6 work in progress drops.
7      Q    And if I want to send you any documents over
8 the next 10 days, you said --
9      A      And I'm here for the

10 next 10 days.
11      Q    ?
12      A    In Brooklyn.  Right.  I'm going to be at my
13 parent's house for the next holiday.  But, after that, if
14 you want to start a subpoena for DRC -- can I have it
15 right now?  So, can you go write this up for next week, a
16 date?
17           MS. SZCZEPANIK:  Well, if we have to send it
18 to you after you leave your parents' house, where
19 are you going to be?
20           THE WITNESS:  Probably Ukraine.
21      Q    For how long?
22      A    For about -- I'm flying for about a month to
23 two.
24      Q    Okay.
25      A    That's why I'm trying to figure out your
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1 schedule, so I can schedule my stuff.  Because, it's also
2 the end of the year, so we're going to have, like, a
3 whole bunch more charity stuff.
4      Q    But, in the next 10 days you said
5 Brooklyn --
6      A    Seven.  Seven and a half.  If you tell me
7 more, please tell me, like, next couple days.  So, this
8 way I'm not going to buy the ticket and this way we're
9 not going to have a problem as far as I'm there.

10      Q    I gotcha.  If I send something tonight to
11 Brooklyn, it's fine?
12      A    That's fine.
13      Q    Okay.  And the next seven days and we can
14 talk.
15      A    Yes.  Probably seven days.
16           BY MR. TENREIRO:
17      Q    And the  is your parents'
18 house?
19      A    Yes.
20      Q    But, that's where you live when you're here
21 in New York?
22      A    Yes.  It's a private house.
23           BY MR. TENREIRO:
24      Q    Is there an apartment number or --
25      A    It's a private house.
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1      Q    Just that.  Okay.
2             All right.  Okay.  I think we're done for
3 today.  Thank you for coming in.  If we have more
4 questions, we'll obviously contact you.  And we will.
5             I do want to put on the record that -- and
6 I'm happy to send another subpoena, but we -- the
7 subpoena that we sent you for documents calls for e-mails
8 with potential or actual purchasers.
9             I understand that you call them tokens or
10 coins -- you don't want to call them tokens or coins, but
11 it is our position that your communications with the
12 people who purchase your membership interest are covered.
13             But, if you want to, you know, play that
14 game, I'll send you another subpoena.
15      A    It's not a point of a game.  It's the point,
16 when I went to law school here, and I did went to law
17 school here, each word matters.  That's what you've been
18 taught in any law school.
19           BY MS. SZCZEPANIK:
20      Q    But, you call them tokens on your marketing
21 materials.
22      A    Yeah.  But, it says here, assets.  And so,
23 it's not assets yet.  As far as what you wrote here, and
24 that's what I see here on the Internet, that's already
25 cryptocurrency.  And it's not yet.  It's not like I'm
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1 being picky.
2           BY MR. TENREIRO:
3      Q    No, no.  I get it.
4      A    It's like sending -- I never told you to
5 send me e-mail, as far as official, but I can, because
6 I'm anyway here and I don't have a problem with that.
7 Even though you wrote it, I said it's okay.
8             But, this kind of wording, I -- you know?
9      Q    You understand every word matters.  I

10 gotcha.
11      A    That's it.
12           MR. TENREIRO:  We're off the record.
13           THE WITNESS:  Before we go off the record --
14           THE REPORTER:  Hold on.  Wait, wait, wait.
15           THE WITNESS:  You want me to send you dates
16 when they release the PDF from press release
17 engines?  So, you want the dates of the releases?
18           MR. TENREIRO:  The date of the releases and
19 the actual releases as --
20           THE WITNESS:  Well, I'll just send the PDF.
21 Mine's gonna be directly from their -- basically,
22 they say, we released so far and that's what we
23 released.
24           MR. TENREIRO:  Well, are the releases on the
25 Internet?
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1           THE WITNESS:  Yeah.  Of course.
2           MR. TENREIRO:  Okay.  Well, can you send me
3 that?
4           THE WITNESS:  You want me to look through
5 each one?  I don't know each one.  All of them.
6 Let me send you the PDF and you tell me if it's
7 good or not.
8       The way they do it, you pay, for example, a
9 company $300, they send to every 10, 20,

10 50,000 different media.  Someone prints it, someone
11 doesn't.
12       They send me, like, say, "Oh, this, we found
13 it printed, but the rest of it, if you want to look
14 yourself, look yourself."  That's how they work.
15 It's not --
16      Q    I'm sorry.  What I want to know is when
17 these were put on the Internet and where.
18      A    Okay.  Okay.  Where, I'm not going to give
19 you all of them.  When and what the PDF file says where
20 they found it, I'll give you the whole file.  It says the
21 date, it has everything.
22             But, all the sites, they don't even tell me.
23 And I mean, basically, like I said, some of those press
24 release sites, they send to 30,000 different places.
25      Q    Well, why don't you send me the e-mail that
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1 you sent them saying, "Put this on the" -- "Release
2 This."
3      A    You send an e-mail, you go to their site --
4 let me send you the PDF and you'll understand how it
5 works.
6             If you, basically, go to their site, they
7 have, "Fill this out, fill this out, copy and paste in
8 there," and that's it.
9             And then, when they release it, they say,

10 for example, it's going to be released September.  And
11 they say, okay, we found this release, their computer
12 file, in 20 different places that it was released and
13 that's it.
14      Q    And what's the name of the service that
15 you're using for this?
16      A    We used Press Jet, EIN Press and we used,
17 once, Business Wire.
18           THE REPORTER:  What was the first one you
19 said again?  I'm sorry.  Press?
20           THE WITNESS:  Press Jet.
21           THE REPORTER:  Press Jet.
22           THE WITNESS:  Then EIN Press.  And the
23 one -- the first one that we started was, it was --
24 well, it was brand of no -- nothing, is Business
25 Wire.  They took a whole bunch of money and --
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1 those, send you PDFs (unintelligible) -- look
2 yourself.
3           MR. TENREIRO:  Anything else?
4           THE WITNESS:  That's it.
5           MR. TENREIRO:  Okay.  Now we can go off the
6 record.  Thank you.
7             (Whereupon, at 12:45 p.m., the examination 
8 was concluded.)
9                   * * * * *
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About Diamond Reserve Club (DRC) 
From time immemorial, belonging to an elite select group of individuals meant first and foremost 
the right of access. Looking at just about any membership-based club, we can discern one 
distinctive pattern: be it a craggy college fraternity or the legendary Union Club, tracing its 
origins to 1836 when a number of leading New Yorkers, including ex-mayor Philip Hone, invited 
two hundred and fifty "gentlemen of social distinction" to join, the purpose behind every such 
formation is, at least on some level, to separate us from them, those who are from those who 
wish they'd be, those in the know from those on the need to know basis.  
 
The Diamond Reserve Club founded and self-financed by the humanitarian, philanthropist, and 
entrepreneur Max Zaslavsky is the answer to the question of exclusivity in the ever-widening 
tokenized membership pool. It only took a few years for the world to go mad for crypto and it’s 
time to refine the offer in such a way that will separate toy-tokens from digital entities that 
provide DRC members with the real right of access to the most modern, most timely, most 
useful benefits.  
 
The basis for the Diamond Reserve Club tokenized membership is the ownership of Diamond 
Reserve Coin (DRC), which is hedged by physical diamonds. The DRC will allow investors to 
convert their currency and savings into stable inflation-proof digital entity. By acquiring at least 1 
DRC you will claim the membership in the exclusive Diamond Reserve Club (DRC) with 
privileges such as access to the blockchain transactional databases.  The more tokens you 
own, the greater access you will have to the exclusive offerings of our partners. 
 
As you keep climbing the token ladder, you'll get access to the rest of the DRC ecosystem, 
unlock all platforms and gain access to exclusive listings, and be able to take full advantage of 
such highly sought-after digital products as smart contracts, and pay for them with your newly 
acquired autonomous digital financial instrument - the Diamond Reserve Coin. All in complete 
and utter anonymity.   
 
Clearly stated, the goals of the Diamond Reserve Club are: 
 

● to offer unique opportunities and benefits to Diamond Reserve Club Members; 
● to indefinitely prolong the lifespan and development of the Diamond Reserve Coin to 

increase its liquidity, visibility, enhance its credibility worldwide; 
● to propagate the DRC as a new blockchain based proprietary instrument for a variety of 

financial transactions, database and listings creation; 
 
The Diamond Reserve Club reserves the right to carry out all necessary actions with the aim of 
creating and developing the DRC image, and supporting its reputation by carefully screening 
each DRC member. Such actions include: 
 

● Hedging DRC membership tokens by physical diamonds; 
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● Creation and development the Diamond Reserve Club’s infrastructure; 
● Organization of private and club events, seminars and gatherings for DRC members; 
● Pursuit of partners and service packages to the DRC Members; 
● Consulting services to DRC members; 
● Evaluation and admission of affiliate partnerships into the DRC ecosystem; 
● Prequalification and audit of applications for the creation of DRC sidechains; 
● Development of technological solutions improving the DRC software as well as further 

enhancement of the blockchain; 
● Development of new templates for smart contracts; 
● Involvement in all charitable, legal, social, and socio-economical aspects of the DRC 

community life; 
● Promotion and support of the Diamond Reserve Club and enforcing compliance with 

Club’ bylaws, Membership Rules and Regulations; 

Diamond Reserve Coin (DRC) 
DRC is powered by blockchain technology offering stability and a superior alternative to storing 
savings in the form of a primary currency.  It is hedged by physical diamonds which are stored 
in secure locations in the United States and are fully insured for their full value. 
 
DRC is not susceptible to government or central bank manipulation. Confidence in digital assets 
and their popularity has grown tremendously in the past decade since Bitcoin was first launched 
in 2009. 
 
The initial sale of 10,000,000 DRCs will be at a 15% discount, with 1 Diamond Reserve Coin 
(DRC) equaling $0.85 USD. This discount will become progressively lower as more DRCs are 
sold. 
 
83% of the annual issue of tokens is intended for securing tokens in the form of a diamond 
investment. In a negative scenario, DRC will offer an exchange of up to 70% of the DRC token 
market value for the Club’s assets of comparable value as an alternative to the current liquidity. 

DRC membership 
Diamond Reserve Club is based on tokenized membership and is created exclusively for the 
Diamond Reserve Coin (DRC) owners. The DRC will allow investors to convert their currency 
and savings into stable inflation-proof digital entity. As such tokens are used to determine the 
users’ membership levels and benefits. Joining requires the ownership of just 1 DRC and will 
provide benefits such as access to internal members-only club publications, events and 
discounts.  
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Higher level of memberships can enable members access to custom affiliate programs, 
complimentary co-working space access and can also make you eligible for the exclusive right 
of access to the Club’s most valuable partnering platform - the creative communications holding 
101Lego with all of its know-how, stellar staff of professionals, client list and affiliate partners. 
 
The full membership benefits, member rights and privileges, rules, conditions, regulations, and 
the bylaws of the Diamond Reserve Club membership are going to be detailed as a separate 
document.  

Who will use DRC? 
DRC holders are businessmen and investors who hold memberships in the exclusive Diamond 
Reserve Club and appreciate the different mode of payment for online transactions that DRC 
offers. The DRC member is characterized by the following distinctions: 
 

● He or she realizes the grand potential of using DRC to convert currency into stable, 
diamond hedged token. 

● The Club member appreciates the convenience, safety, and security of using DRC for 
their payment transactions, be they direct purchases, payment plans or payment 
contracts. 

● The member B2B merchants may rely on DRC as an alternative financing method and 
incorporate it into their daily practices and agreements. 

● The DRC member frequently, if not exclusively, uses the member to member (M2M aka 
P2P) payment system for micropayments 

● The members B2M (aka B2B) service providers such as lawyers, developers, 
consultants and other services frequently, if not exclusively, use DRC to retain/perform 
services. 

How does DRC work? 
 
High liquidity is an important advantage of DRC. There are four ways of taking that advantage: 
 

● by doing business on token exchanges and with Diamond Reserve Club-friendly e-
commerce organizations;  

● by using smart contracts for transactions calculated in DRC;  
● through active members of the community in the Diamond Reserve Club ecosystem and 

the creation of DRC sidechains;  
● by exchanging tokens for the DRC member services, with the profit from these services 

invested 100% into the DRC value. 
 
The management of the DRC supply and its security is guaranteed by the Diamond Reserve 
Club. DRC offers its users an easy and intuitive buying and selling process, and furthermore, it 
is designed to be easily used as a currency alternative for a full range of transactions and 
services. 
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The unique advantages of DRC 
DRC offers numerous distinct advantages compared to other fiat and crypto currencies. 
 
The unique feature of DRC is the creation of templates for smart contracts for P2P, B2P and 
B2B industries. DRC smart contracts is an online legal instrument that helps customers and 
merchants to completely avoid or minimize the need for legal counsel. 
 

● DRC simplifies and expedites transactions without involving third parties. 
● DRC offers safe financial transactions via the built-in code for smart contracts escrow.  
● DRC offers a new international marketplace and facilitates connections for investors, 

brokers, manufacturers and retailers. 
  
Why should you use DRC? 
 

● Smart contracts is a truly revolutionary feature. It helps customers enter into complex 
contracts without the need to retain an attorney and pay high legal fees. 

● A safer, easier, and faster way for buyers and sellers throughout the world to find 
investments, close deals and securely pay for their transactions. 

● Use DRC for less expensive and more efficient transactions and services with limited 
third-party involvement and a lower overall cost. 

● Use DRC to get involved with the best known and the most trusted global charities. 

The Diamond Reserve Club Vault Group 
With the purpose of identification, purchase and sale of diamonds for the benefit of all Diamond 
Reserve Club members.  The Vault Group, led by industry experts, is created to ensure that: 

• All diamonds are purchased at the best possible price 
• All diamonds are authentic  
• All diamonds are stored in secure locations 
• Perform strategic sale/purchase transactions which would benefit the DRC, where 100% 

of the profit is reinvested back into diamonds.   

Mining 
The process of DRC mining is set up so that it remains attractive for miners while ensuring the 
DRC platform’s earning potential for all Club members and is likened to Ethereum and Bitcoin 
mining processes. 
 
The miners’ compensation for block completion is comprised of a share in the annual token 
emission (15%) and a transaction commission included in the block (85%). 
 

❏ In total, 100 billion DRC will be issued, limiting the process to 30 years. The miners’ 
share will be 15 billion DRC. 
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❏ The issue of tokens for the first year will be close to 9.5% of the planned emission for 30 
years, i.е. in the first year, miners will earn almost 1.5 billion DRC. Then the issue of 
tokens and the payment for mining will gradually decrease year by year: every year the 
reward for the block will be 1.1 times less.  

❏ For miners, the cost of closing one block at a frequency of 1 block in 21s for the first year 
is 963 DRC, i.е. almost $1000 at the presale rate; Ethereum today boasts the same 
formula. In the future, this equivalent is predicted to only grow. ** The cost of closing one 
block depends on the protocol supported by Ethereum and the block completion 
frequency. The determining factor is the total amount of tokens issued annually, which is 
embedded in the DRC code.  

 
The number of new tokens created by the system at the time of the block completion is 
embedded in the code and is not subject to change for a year. The specific value of this quantity 
is the ratio of the total amount of tokens intended for emission in the current year to the total 
number of blocks. The total number of blocks, in turn, is determined by the frequency of their 
creation, prescribed in the Etherium supported protocol. 
 
It is assumed, however, that as a result of DRC's significant increase in popularity and its 
inherent convenience as an alternative financial instrument, by the end of the 30-year emission 
period the share of emitted coins in the calculation of the mining fee will be less than the 
voluntary transaction commission or close to 50 DRC. This will determine the stability of the 
system after the termination of the emission. 

DRC smart contracts 
As one of its most important features, DRC utilizes smart contracts which are implemented from 
Ethereum, the most widely used secure smart-contract platform. 
 
Smart contracts are algorithms that facilitate, automate, verify or enforce financial contracts. 
They are designed to reduce the traditional costs and time associated with developing and 
enforcing contracts through the use of automatically enforced contractual conditions. 
 
The ability to create smart contracts is a distinctive feature of DRC. Our software developers 
and legal specialists have managed to create a unique to DRC set of smart contract templates 
embedded directly in the core code of the DRC platform. This is especially useful in such legal 
issues-heavy environment as real estate where constantly changing rules and regulations leave 
very little room for error.  
 
Some of the templates that will be created for DRC members will include: 
 

● Rental / Lease agreements 
● Mortgage purchase contracts 
● Delayed payment contract (Net30, Payment on Delivery, etc.) 
● Financing with/without interest (90 days no interest, 36 month, etc.) 
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DRC sidechains  
The availability of DRC sidechains will allow for the token to be creatively utilized by 
entrepreneurs and developers as an investment tool for the benefit of the Diamond Reserve 
Club members. With approval, investors or developers can use sidechains to create their tokens 
within the DRC platform. 
 
It allows DRC to be moved onto another platform for experimentation with the new token rules, 
for the creation of smart contracts, customized transaction visibility, or other innovative business 
projects. 
 
Because they exist as a subset of the DRC ecosystem, sidechain assets are interdependent 
with DRC’s valuation and liquidity. A commission will be created that will only select and 
approve DRC sidechains for carefully planned business projects. 

Financing 
The Diamond Reserve Club is financed by 7,5% of the transaction commission, which the 
Diamond Reserve Club members designate voluntarily for various operations with membership 
tokens on the DRC blockchain.  
 
The funds are then used to pay the Diamond Reserve Club expenses related to its activities: 
promotion and support of DRC, organizing various events, provision of the worldwide Club’s 
infrastructure including co-workings, sport clubs, hotels, real estate, restaurants, clubs, air travel 
and other modes of transportation, consulting, promotion and audit for member businesses, 
office management, maintenance costs, salaries, legal fees, marketing expenses, and IT 
infrastructure. 
 
DRC offers several guarantees to its users: 
 

● DRC’s activities are based on the legal principals of the United States law. 
● 100% of proceeds from DRC sales minus expenses are reinvested back into physical 

diamonds.  
● In worst-case scenarios, the Diamond Reserve Club will offer its members an exchange 

of up to 70% of the DRC market value for the Club’s assets as an alternative to the 
current liquidity. 

● The latest user-friendly digital token software conveniently secures the DRC Wallet. 
● New technical and economic solutions will be developed for the benefit of the DRC 

members. 

Philanthropy 
Charitability and social awareness are the Diamond Reserve Club’s most important traits. 
Maksim Zaslavskiy is a humanitarian with interest in several global charities.  
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Up to 50% of the profit from DRC is dedicated to a range of different charities and is written into 
the program code to ensure that the token always distributes a portion of its earnings to charity.  
 
The charitable assistance is given to: 
 

- Charitable Foundation Live Love Laugh Global, 2% annual emission 
 

- The largest world charitable organizations, 1% of the transaction commission (0.1% per  
organization) 
 

- Regional associations of charitable foundations that distribute grants in their region - 6 
associations, each entitled to a share relative in size to the population of their respective 
regions, transaction commission share - 6%: 

 
The charitable donations are disbursed, managed, and guaranteed by the Diamond Reserve 
Club, which, in turn, monitors and controls the Regional Associations’ activities are going to be 
monitored and controlled. See the DRC website for full details on the DRC’s charitable giving 
around the world. 
 

Summary 
The basis for the Diamond Reserve Club tokenized membership is the ownership of Diamond 
Reserve Coin (DRC), which is hedged by physical diamonds. The DRC will allow members to 
convert their fiat currency into stable inflation-proof digital entity. The combination of a growing 
ecosystem, a backed token, smart contract templates, moderated smart chains sets DRC ahead 
of the curve.  By placing philanthropy, hardcoded into the DNA of the club, we are helping to 
build a community around all of us. 
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