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District of Utah (Central)

CIVIL DOCKET FOR CASE #: 2:16−cv−00832−JNP

Securities and Exchange Commission v. Traffic Monsoon et al
Assigned to: Judge Jill N. Parrish
Case in other court:  10th Circuit, 17−04059
Cause: 15:0077 Securities Fraud

Date Filed: 07/26/2016
Jury Demand: None
Nature of Suit: 850
Securities/Commodities
Jurisdiction: U.S. Government Plaintiff

Plaintiff

Securities and Exchange Commission represented by Daniel J. Wadley
SECURITIES AND EXCHANGE
COMMISSION (UT)
351 S WEST TEMPLE STE 6.100
SALT LAKE CITY, UT 84101
(801) 524−5796
Email: wadleyd@sec.gov
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

Alison J. Okinaka
SECURITIES AND EXCHANGE
COMMISSION
351 S WEST TEMPLE STE 6.100
SALT LAKE CITY, UT 84101
(801) 524−5393
Email: okinakaa@sec.gov
ATTORNEY TO BE NOTICED

Amy J. Oliver
SECURITIES AND EXCHANGE
COMMISSION (UT)
351 S WEST TEMPLE STE 6.100
SALT LAKE CITY, UT 84101
(801)524−6748
Email: olivera@sec.gov
ATTORNEY TO BE NOTICED

Cheryl M. Mori
SECURITIES AND EXCHANGE
COMMISSION (UT)
351 S WEST TEMPLE STE 6.100
SALT LAKE CITY, UT 84101
(801) 524−5796
Email: moric@sec.gov
ATTORNEY TO BE NOTICED

V.

Defendant

Traffic Monsoon
a Utah Limited Liability Company

represented by D. Loren Washburn
SMITH CORRELL LLP
50 W BROADWAY STE 1010
SALT LAKE CITY, UT 84101
(801)584−1800
Email: lwashburn@smithcorrell.com
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

John E. Durkin
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SMITH CORRELL LLP
50 W BROADWAY STE 1010
SALT LAKE CITY, UT 84101
(801)584−1800
Email: jdurkin@gmail.com
ATTORNEY TO BE NOTICED

Defendant

Charles David Scoville
an individual

represented by D. Loren Washburn
(See above for address)
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

Edwin S. Wall
WALL LAW OFFICES
8 E BROADWAY STE 405
SALT LAKE CITY, UT 84111
(801)746−0900
Email: edwin@edwinwall.com
TERMINATED: 09/14/2016
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

John E. Durkin
(See above for address)
ATTORNEY TO BE NOTICED

Receiver

Peggy Hunt represented by Michael F. Thomson
DORSEY & WHITNEY (UT)
136 S MAIN ST STE 1000
SALT LAKE CITY, UT 84101−1685
(801)933−7360
Fax: (801) 415−3500
Email: thomson.michael@dorsey.com
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

Peggy Hunt
DORSEY & WHITNEY (UT)
136 S MAIN ST STE 1000
SALT LAKE CITY, UT 84101−1685
(801)933−7360
Email: hunt.peggy@dorsey.com
LEAD ATTORNEY
ATTORNEY TO BE NOTICED

John Jeffrey Wiest
DORSEY & WHITNEY (UT)
136 S MAIN ST STE 1000
SALT LAKE CITY, UT 84101−1685
(801)933−4047
Email: wiest.john@dorsey.com
ATTORNEY TO BE NOTICED

Nathan S. Seim
DORSEY & WHITNEY (UT)
136 S MAIN ST STE 1000
SALT LAKE CITY, UT 84101−1685
(801)933−7360
Email: seim.nathan@dorsey.com
ATTORNEY TO BE NOTICED
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Date Filed # Docket Text

07/26/2016 1 Case has been indexed and assigned to Magistrate Judge Paul M. Warner. Plaintiff
Securities and Exchange Commission is directed to E−File the Complaint  and cover
sheet (found under Complaints and Other Initiating Documents) by the end of the
business day. Filing Fee waived (USA)
NOTE: The court will not have jurisdiction until the opening document is
electronically filed and the filing fee paid in the CM/ECF system.
Civil Summons may be issued electronically. Prepare the summons using the courts
PDF version and email it to utdecf_clerk@utd.uscourts.gov for issuance. (mms)
(Entered: 07/26/2016)

07/26/2016 Judge Dee Benson added. Magistrate Judge Paul M. Warner no longer assigned to
case. Case ineligible for magistrate assignment. (rks) (Entered: 07/26/2016)

07/26/2016 2 COMPLAINT against All Defendants No Filing Fee filed by Securities and Exchange
Commission. (Attachments: # 1 Civil Cover Sheet Civil Cover Sheet) Assigned to
Judge Dee Benson (Wadley, Daniel) (Entered: 07/26/2016)

07/26/2016 3 MOTION for Temporary Restraining Order and Memorandum in Support filed by
Plaintiff Securities and Exchange Commission (Attachments: # 1 Exhibit Index, # 2
Exhibit A − Transcript of Investigative Testimony of Charles D. Scoville, # 3 Exhibit
B − Declaration of Scott Frost, # 4 Text of Proposed Order − Temporary Restraining
Order, # 5 Text of Proposed Order − Order Appointing Receiver and Freezing Assets)
(blh) (Entered: 07/26/2016)

07/26/2016 4 ORDER OF RECUSAL − Judge Dee Benson recused. Case reassigned to Judge David
Nuffer for all further proceedings. Signed by Judge Dee Benson on 7/26/2016. (blh)
(Entered: 07/26/2016)

07/26/2016 5 DOCKET TEXT ORDER OF RECUSAL: Judge David Nuffer recused. Case
reassigned to Judge Robert J. Shelby for all further proceedings. So ordered by Judge
David Nuffer on 7/26/16 (alt) (Entered: 07/26/2016)

07/26/2016 6 ORDER OF RECUSAL Judge Robert J. Shelby recused. Case reassigned to Judge
Clark Waddoups for all further proceedings Signed by Judge Robert J. Shelby on
7/26/2016. (jds) (Entered: 07/26/2016)

07/26/2016 7 ORDER OF RECUSAL − Judge Clark Waddoups recused. Case reassigned to Judge
Jill N. Parrish for all further proceedings. Signed by Judge Clark Waddoups on
7/26/16. (jmr) (Entered: 07/26/2016)

07/26/2016 8 TEMPORARY RESTRAINING ORDER AND ORDER FREEZING ASSETS.
Signed by Judge Jill N. Parrish on 7/26/16. (ss) (Entered: 07/26/2016)

07/27/2016 9 Ex Parte (Not Sealed) MOTION to Appoint Receiver filed by Plaintiff Securities and
Exchange Commission. (Attachments: # 1 Exhibit A − Scoville Testimony, # 2 Exhibit
B − Frost Declaration, # 3 Text of Proposed Order Appointing Receiver)(Wadley,
Daniel) (Entered: 07/27/2016)

07/27/2016 10 ERRATA to 9 Ex Parte (Not Sealed) MOTION to Appoint Receiver filed by Plaintiff
Securities and Exchange Commission . (Attachments: # 1 Exhibit C − Peggy Hunt
CV)(Wadley, Daniel) (Entered: 07/27/2016)

07/27/2016 11 ORDER granting 9 Motion to Appoint Receiver. Peggy Hunt appointed as Receiver.
See order for further details. Signed by Judge Jill N. Parrish on 7/27/16. (jlw) (Entered:
07/27/2016)

07/27/2016 12 NOTICE of Appearance by Michael F. Thomson on behalf of Peggy Hunt (Thomson,
Michael) (Entered: 07/27/2016)

07/28/2016 13 STIPULATION to Continue Hearing and Extend Termporary Restraining Order and
Order Freezing Assets by Securities and Exchange Commission. (Wadley, Daniel)
(Entered: 07/28/2016)

07/28/2016 14 ORDER CONTINUING HEARING. Motion for Preliminary Injunction reset for
9/23/2016 at 10:00 AM in Rm 8.200. Signed by Judge Jill N. Parrish on 7/28/16.
(Attachments: # 1 Amended TRO)(ss) (Entered: 07/28/2016)
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08/02/2016 15 Ex Parte (Not Sealed) MOTION for payment of expenses out of the ordinary course of
business of the receivership estate Payment and Memorandum in Support −− filed by
Receiver Peggy Hunt. (Attachments: # 1 Exhibit A (Proposed Order)) Attorney Nathan
S. Seim added to party Peggy Hunt(pty:rc)(Seim, Nathan) (Entered: 08/02/2016)

08/03/2016 16 ORDER granting 15 Motion for Receiver to Pay Expenses out the of the
Administration and Operation of the Administration and Operation of the
Receivership. The Receiver is AUTHORIZED to make disbursements from funds of
the receivership estate relating to the matters outlined in the Motion; and No later than
September 15, 2016, the Receiver will file a Notice with the Court outlining the
disbursements made or to be made from funds of the receivership estate relating to the
matters outlined in the Motion Signed by Judge Jill N. Parrish on 8/3/16. (jlw)
(Entered: 08/03/2016)

08/05/2016 17 NOTICE of Receivership by Peggy Hunt (Attachments: # 1 Exhibit Ex.
A−−Complaint, # 2 Exhibit Ex. B−−Appointment Order) (Wiest, John) (Entered:
08/05/2016)

08/11/2016 18 NOTICE of Subpoenas by Peggy Hunt (Thomson, Michael) (Entered: 08/11/2016)

08/12/2016 19 NOTICE of of Subpoenas (Amended) by Peggy Hunt re 18 Notice (Other) (Thomson,
Michael) (Entered: 08/12/2016)

08/15/2016 20 NOTICE of Appearance by Edwin S. Wall on behalf of Charles David Scoville (Wall,
Edwin) (Entered: 08/15/2016)

08/16/2016 21 Correspondence from Kallya Georgiades to the Court. (Attachments: # 1 Envelope)
(jlw) (Entered: 08/17/2016)

08/23/2016 22 WAIVER OF SERVICE Returned Executed filed by Securities and Exchange
Commission as to Charles David Scoville Waiver sent on 8/22/2016, answer due
10/21/2016. (Wadley, Daniel) (Entered: 08/23/2016)

08/30/2016 23 WAIVER OF SERVICE Returned Executed filed by Securities and Exchange
Commission as to Traffic Monsoon Waiver sent on 8/29/2016, answer due 10/28/2016.
(Wadley, Daniel) (Entered: 08/30/2016)

08/31/2016 24 Ex Parte (Not Sealed) MOTION Seeking Authorization to Employ Accountants and
Memorandum in Support filed by Receiver Peggy Hunt. (Thomson, Michael)
(Entered: 08/31/2016)

09/06/2016 25 ORDER granting Receiver's 24 Ex Parte Motion Seeking Authorization to Employ
Accountants. Signed by Judge Jill N. Parrish on 9/2/2016. (eat) (Entered: 09/06/2016)

09/07/2016 26 NOTICE of Subpoenas by Peggy Hunt (Attachments: # 1 Exhibit Subpoena to MH
Pillars Inc., # 2 Exhibit Subpoena to MH Pillars Ltd., # 3 Exhibit Subpoena to Solitaire
Holdings Inc., # 4 Exhibit Subpoena to Payza.com Limited, # 5 Exhibit Subpoena to
Damaras Limited, # 6 Exhibit Subpoena to AlertPay, # 7 Exhibit Subpoena to Payment
World, # 8 Exhibit Subpoena to Pay World) (Seim, Nathan) (Entered: 09/07/2016)

09/08/2016 27 NOTICE of Subpoenas by Peggy Hunt (Attachments: # 1 Exhibit Subpoena to Ernest
Ganz, # 2 Exhibit Subpoena to David Barker, # 3 Exhibit Subpoena to Dennis Burke, #
4 Exhibit Subpoena to Katten Muchin Rosenman LLP, # 5 Exhibit Subpoena to Law
Offices of William I. Rothbard) (Seim, Nathan) (Entered: 09/08/2016)

09/14/2016 28 AMENDED NOTICE OF HEARING: (Notice generated by ss) Motion for
Preliminary Injunction RESET for 11/1/2016 at 10:00 AM in Rm 8.200. Hrg reset at
req of counsel. (ss) (Entered: 09/14/2016)

09/14/2016 29 SUBSTITUTION OF COUNSEL D. Loren Washburn replacing Edwin S. Wall as
counsel on behalf of Charles David Scoville, Traffic Monsoon. (Washburn, D.)
(Entered: 09/14/2016)

09/15/2016 30 NOTICE OF FILING of Receiver's Notice Regarding Expenses of Defendant Charles
David Scoville re 16 Order on Motion for Payment,, −− filed by Receiver Peggy
Hunt. (Thomson, Michael) (Entered: 09/15/2016)

09/23/2016 31 MOTION for Leave to File Overlength Response filed by Defendants Charles David
Scoville, Traffic Monsoon. (Attachments: # 1 Text of Proposed Order)(Washburn, D.)
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(Entered: 09/23/2016)

09/23/2016 32 Defendant's MEMORANDUM in Opposition re 3 MOTION for Temporary
Restraining Order and Memorandum in Support filed by Defendants Charles David
Scoville, Traffic Monsoon. (Attachments: # 1 Exhibit A, # 2 Exhibit B)(Washburn, D.)
(Entered: 09/23/2016)

09/23/2016 33 MOTION to Set Aside 11 Order on Motion to Appoint Receiver and Memorandum in
Support filed by Defendants Charles David Scoville, Traffic Monsoon. (Washburn, D.)
(Entered: 09/23/2016)

09/26/2016 34 DOCKET TEXT ORDER granting 31 Motion for Leave to File. Signed by Judge Jill
N. Parrish on 9/26/16. No attached document. (ksb) (Entered: 09/26/2016)

09/28/2016 35 NOTICE of Appearance by John E. Durkin on behalf of Charles David Scoville,
Traffic Monsoon (Durkin, John) (Entered: 09/28/2016)

10/07/2016 36 NOTICE of Subpoenas by Peggy Hunt (Attachments: # 1 Exhibit Subpoena to Google
Inc., # 2 Exhibit Subpoena to Yahoo! Inc., # 3 Exhibit Subpoena to William Bryant)
(Seim, Nathan) (Entered: 10/07/2016)

10/07/2016 37 Plaintiff's MOTION for Leave to File Excess Pages (Reply Memorandum In Support of
Motion for Preliminary Injunction) filed by Plaintiff Securities and Exchange
Commission. (Wadley, Daniel) (Entered: 10/07/2016)

10/07/2016 38 REPLY to Response to Motion re 3 MOTION for Temporary Restraining Order and
Memorandum in Support filed by Plaintiff Securities and Exchange Commission.
(Wadley, Daniel) (Entered: 10/07/2016)

10/07/2016 39 Plaintiff's MEMORANDUM in Opposition re 33 MOTION to Set Aside 11 Order on
Motion to Appoint Receiver and Memorandum in Support filed by Plaintiff Securities
and Exchange Commission. (Attachments: # 1 Exhibit A − Declaration of D. Ray
Strong, # 2 Exhibit B − Declaration of Peggy Hunt)(Wadley, Daniel) (Entered:
10/07/2016)

10/07/2016 40 DOCKET TEXT ORDER granting 37 Motion for Leave to File Excess Pages. Signed
by Judge Jill N. Parrish on 10/7/16. No attached document. (ksb) (Entered:
10/07/2016)

10/12/2016 41 MOTION for Leave to File Surreply filed by Defendants Charles David Scoville,
Traffic Monsoon. (Attachments: # 1 Exhibit A)(Washburn, D.) (Entered: 10/12/2016)

10/13/2016 42 Plaintiff's MEMORANDUM in Opposition re 41 MOTION for Leave to File Surreply
filed by Plaintiff Securities and Exchange Commission. (Wadley, Daniel) (Entered:
10/13/2016)

10/17/2016 43 DOCKET TEXT ORDER granting 41 Motion for Leave to File Surreply. At its
discretion, the SEC may file a response not to exceed five pages by October 24, 2016.
Signed by Judge Jill N. Parrish on 10/17/16. No attached document. (ksb) (Entered:
10/17/2016)

10/21/2016 44 Defendant's MOTION for Leave to File Overlength Reply filed by Defendants Charles
David Scoville, Traffic Monsoon. (Washburn, D.) (Entered: 10/21/2016)

10/21/2016 45 REPLY to Response to Motion re 33 MOTION to Set Aside 11 Order on Motion to
Appoint Receiver and Memorandum in Support filed by Defendants Charles David
Scoville, Traffic Monsoon. (Attachments: # 1 Exhibit A, # 2 Exhibit B, # 3 Exhibit C,
# 4 Exhibit D, # 5 Exhibit E, # 6 Exhibit F)(Washburn, D.) (Entered: 10/21/2016)

10/24/2016 46 DOCKET TEXT ORDER granting 44 Motion for Leave to File Overlength Brief.
Signed by Judge Jill N. Parrish on 10/24/16. No attached document. (ksb) (Entered:
10/24/2016)

10/24/2016 47 Response to Defendant's Surreply BRIEF re 3 MOTION for Temporary Restraining
Order filed by Plaintiff Securities and Exchange Commission. (Wadley, Daniel)
(Entered: 10/24/2016)

10/24/2016 48 Sur−reply MEMORANDUM in Opposition re 3 MOTION for Temporary Restraining
Order filed by Defendants Charles David Scoville, Traffic Monsoon. (Washburn, D.)
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(Entered: 10/24/2016)

10/24/2016 49 Surreply BRIEF re 3 MOTION for Temporary Restraining Order filed by Plaintiff
Securities and Exchange Commission. (Wadley, Daniel) (Entered: 10/24/2016)

10/25/2016 50 ERRATA to 49 Brief filed by Plaintiff Securities and Exchange Commission .
(Attachments: # 1 Exhibit A)(Wadley, Daniel) (Entered: 10/25/2016)

10/27/2016 51 Stipulated MOTION for Leave to File Surreply in Opposition and Memorandum in
Support to Motion to Set Aside Receivership filed by Plaintiff Securities and Exchange
Commission. (Attachments: # 1 Exhibit A − Plaintiff's Surreply in Opposition to
Motion to Set Aside Receivership)(Wadley, Daniel) (Entered: 10/27/2016)

10/27/2016 52 DOCKET TEXT ORDER granting 51 Motion for Leave to File Surreply. Signed by
Judge Jill N. Parrish on 10/27/16. No attached document. (ksb) (Entered: 10/27/2016)

10/27/2016 53 Surreply in Opposition BRIEF re 33 MOTION to Set Aside 11 Order on Motion to
Appoint Receiver and Memorandum in Support filed by Plaintiff Securities and
Exchange Commission. (Wadley, Daniel) (Entered: 10/27/2016)

10/31/2016 54 DECLARATION of Receiver Peggy Hunt re 11 Order on Motion to Appoint Receiver
(Communications) filed by Peggy Hunt. (Attachments: # 1 Exhibit 1, # 2 Exhibit 2, # 3
Exhibit 3, # 4 Exhibit 4, # 5 Exhibit 5, # 6 Exhibit 6, # 7 Exhibit 7, # 8 Exhibit 8, # 9
Exhibit 9, # 10 Exhibit 10, # 11 Exhibit 11, # 12 Exhibit 12, # 13 Exhibit 13, # 14
Exhibit 14, # 15 Exhibit 15, # 16 Exhibit 16, # 17 Exhibit 17, # 18 Exhibit 18, # 19
Exhibit 19, # 20 Exhibit 20, # 21 Exhibit 21)(Hunt, Peggy) (Entered: 10/31/2016)

10/31/2016 55 DECLARATION of Receiver Peggy Hunt re 11 Order on Motion to Appoint Receiver
(Business (Operations) filed by Peggy Hunt. (Attachments: # 1 Exhibit 1, # 2 Exhibit
2, # 3 Exhibit 3, # 4 Exhibit 4, # 5 Exhibit 5, # 6 Exhibit 6, # 7 Exhibit 7, # 8 Exhibit
8, # 9 Exhibit 9, # 10 Exhibit 10, # 11 Exhibit 11, # 12 Exhibit 12, # 13 Exhibit
13)(Hunt, Peggy) (Entered: 10/31/2016)

11/01/2016 59 Minute Entry for proceedings held before Judge Jill N. Parrish. Motion Hearing held
on 11/1/2016 re 3 MOTION for Temporary Restraining Order filed by Securities and
Exchange Commission. Counsel for parties present. Witnesses called and sworn,
testimony given. Exhibits 1−4 and 101−105 were offered and received. Hearing was
continued to 11/3/16 at 9:00 am. Attorney for Plaintiff: Amy Oliver, Daniel Wadley,
Attorney for Defendant: John E. Durkin, Loren Washburn. Court Reporter: Patti
Walker.(ss) (Entered: 11/15/2016)

11/03/2016 60 Minute Entry for proceedings held before Judge Jill N. Parrish. Motion Hearing held
on 11/3/2016 re 3 MOTION for Temporary Restraining Order filed by Securities and
Exchange Commission. Counsel for parties present. Witnesses sworn and testimony
given. Exhibits 5−12,106−112 were offered and received. Counsel are to file proposed
findings of fact and conclusions of law with any additional briefing on the legal issues
by 5:00 pm on 11/28/16. Oral Argument set for 11/30/2016 at 09:00 AM in Rm 8.200.
Attorney for Plaintiff: Amy Oliver, Daniel Wadley, Michael Thomson, Attorney for
Defendant: John E. Durkin, Loren Washburn. Court Reporter: Patti Walker.(ss)
(Entered: 11/15/2016)

11/04/2016 56 AMENDED TEMPORARY RESTRAINING ORDER and Order Freezing Assets.
Signed by Judge Jill N. Parrish on 11/4/16. (jlw) (Entered: 11/04/2016)

11/07/2016 57 MOTION for Leave to File Post−Hearing Statement filed by Receiver Peggy Hunt.
(Thomson, Michael) (Entered: 11/07/2016)

11/08/2016 58 DOCKET TEXT ORDER granting 57 Motion for Leave to File. Signed by Judge Jill
N. Parrish on 11/8/16. No attached document. (ksb) (Entered: 11/08/2016)

11/15/2016 61 NOTICE OF FILING OF OFFICIAL TRANSCRIPT of Motion hearing held on
11/1/16 before Judge Jill Parrish. Court Reporter/Transcriber Patti Walker.

NOTICE RE REDACTION OF TRANSCRIPTS: Within 7 business days of this
filing, each party shall inform the Court, by filing a Notice of Intent to Redact, of
the parties intent to redact personal data identifiers from the electronic transcript
of the court proceeding. To redact additional information a Motion to Redact
must be filed. The policy and forms are located on the court's website at
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www.utd.uscourts.gov. Please read this policy carefully. If no Notice of Intent to
Redact is filed within the allotted time, this transcript will be made electronically
available on the date set forth below.

Transcript may be viewed at the court public terminal or purchased through the Court
Reporter/Transcriber before the deadline for Release of Transcript Restriction. After
that date it may be obtained through PACER. Redaction Request due 12/6/2016.
Redacted Transcript Deadline set for 12/16/2016. Release of Transcript Restriction set
for 2/13/2017. (jlw) Modified on 2/13/2017 by removing restricted text (las). (Entered:
11/15/2016)

11/15/2016 62 NOTICE OF FILING OF OFFICIAL TRANSCRIPT of Motion hearing held on
11/3/16 before Judge Jill Parrish. Court Reporter/Transcriber Patti Walker.

NOTICE RE REDACTION OF TRANSCRIPTS: Within 7 business days of this
filing, each party shall inform the Court, by filing a Notice of Intent to Redact, of
the parties intent to redact personal data identifiers from the electronic transcript
of the court proceeding. To redact additional information a Motion to Redact
must be filed. The policy and forms are located on the court's website at
www.utd.uscourts.gov. Please read this policy carefully. If no Notice of Intent to
Redact is filed within the allotted time, this transcript will be made electronically
available on the date set forth below.

Transcript may be viewed at the court public terminal or purchased through the Court
Reporter/Transcriber before the deadline for Release of Transcript Restriction. After
that date it may be obtained through PACER. Redaction Request due 12/6/2016.
Redacted Transcript Deadline set for 12/16/2016. Release of Transcript Restriction set
for 2/13/2017. (jlw) Modified on 2/13/2017 by removing restricted text (las). (Entered:
11/15/2016)

11/28/2016 64 Memorandum of Points and Authorities in Response to the Court's November 3, 2016,
Request for Supplemental Briefing BRIEF filed by Defendants Charles David
Scoville, Traffic Monsoon. (Attachments: # 1 Exhibit A, # 2 Exhibit B)(Washburn, D.)
(Entered: 11/28/2016)

11/28/2016 65 Post−Hearing BRIEF filed by Plaintiff Securities and Exchange Commission.
(Wadley, Daniel) (Entered: 11/28/2016)

11/28/2016 66 Proposed Findings of Fact by Securities and Exchange Commission. (Wadley, Daniel)
(Entered: 11/28/2016)

11/28/2016 67 Proposed Findings of Fact by Charles David Scoville, Traffic Monsoon. (Attachments:
# 1 Proposed Conclusions of Law)(Washburn, D.) (Entered: 11/28/2016)

11/28/2016 68 Receiver's Post−Hearing Statement BRIEF filed by Receiver Peggy Hunt. (Thomson,
Michael) (Entered: 11/28/2016)

11/30/2016 69 Minute Entry for proceedings held before Judge Jill N. Parrish: Miscellaneous Hearing
held on 11/30/2016. Court heard oral arguments from counsel. Matter was taken under
advisement at this time. Attorney for Plaintiff: Daniel Wadley and Amy Oliver,
Michael Thomson (rec), Attorney for Defendant: Loren Washburn, John Durkin. Court
Reporter: Patti Walker.(ss) (Entered: 12/01/2016)

01/25/2017 70 MOTION TO DISMISS FOR FAILURE TO STATE A CLAIM and Memorandum in
Support filed by Defendants Charles David Scoville, Traffic Monsoon. (Washburn, D.)
(Entered: 01/25/2017)

01/27/2017 71 NOTICE OF FILING OF OFFICIAL TRANSCRIPT of Oral Argument on the Motion
for a Preliminary Injunction and Motion to Set Aside the Receivership held on
November 30, 2016 before Judge Jill N. Parrish. Court Reporter/Transcriber Patti
Walker, CSR, RPR, CP, Telephone number 801−364−5440.

NOTICE RE REDACTION OF TRANSCRIPTS: Within 7 business days of this
filing, each party shall inform the Court, by filing a Notice of Intent to Redact, of
the parties intent to redact personal data identifiers from the electronic transcript
of the court proceeding. To redact additional information a Motion to Redact
must be filed. The policy and forms are located on the court's website at
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www.utd.uscourts.gov. Please read this policy carefully. If no Notice of Intent to
Redact is filed within the allotted time, this transcript will be made electronically
available on the date set forth below.

Transcript may be viewed at the court public terminal or purchased through the Court
Reporter/Transcriber before the deadline for Release of Transcript Restriction. After
that date it may be obtained through PACER. Redaction Request due 2/17/2017.
Redacted Transcript Deadline set for 2/27/2017. Release of Transcript Restriction set
for 4/27/2017. (jmr) Modified on 4/27/2017 by removing restricted text (las). (Entered:
01/27/2017)

02/03/2017 73 Stipulated MOTION to Continue Deadline to Respond to Defendant's Motion to
Dismiss filed by Plaintiff Securities and Exchange Commission. (Wadley, Daniel)
(Entered: 02/03/2017)

02/06/2017 74 DOCKET TEXT ORDER granting 73 Motion to Continue. The SEC's response to the
motion to dismiss shall be due 28 days after this court issues an order that resolves the
preliminary injunction issue. Signed by Judge Jill N. Parrish on 2/6/17. No attached
document. (ksb) (Entered: 02/06/2017)

02/24/2017 75 MOTION for Payment to Snoork LLC for Servers Payment and Memorandum in
Support filed by Receiver Peggy Hunt. (Attachments: # 1 Exhibit 1 (Proposed Order),
# 2 Exhibit 2 (Snoork Invoices))(Thomson, Michael) (Entered: 02/24/2017)

03/10/2017 76 RESPONSE to Motion re 75 MOTION for Payment to Snoork LLC for Servers
Payment and Memorandum in Support filed by Defendants Charles David Scoville,
Traffic Monsoon. (Washburn, D.) (Entered: 03/10/2017)

03/22/2017 77 REPLY to Response to Motion re 75 MOTION for Payment to Snoork LLC for
Servers Payment and Memorandum in Support filed by Receiver Peggy Hunt.
(Attachments: # 1 Exhibit A)(Thomson, Michael) (Entered: 03/22/2017)

03/22/2017 78 REQUEST to Submit for Decision re 75 MOTION for Payment to Snoork LLC for
Servers Payment and Memorandum in Support filed by Receiver Peggy Hunt.
(Thomson, Michael) (Entered: 03/22/2017)

03/28/2017 79 MEMORANDUM DECISION AND ORDER GRANTING A PRELIMINARY
INJUNCTION AND DENYING THE DEFENDANTS MOTION TO SET ASIDE
THE RECEIVERSHIP 33 . Signed by Judge Jill N. Parrish on 3/28/17. (jlw) (Entered:
03/28/2017)

03/28/2017 80 PRELIMINARY INJUNCTION. Signed by Judge Jill N. Parrish on 3/28/17. (jlw)
(Entered: 03/28/2017)

03/28/2017 81 AMENDED ORDER APPOINTING RECEIVER: IT IS HEREBY ORDERED:
1. Mary Margaret (Peggy) Hunt of Dorsey & Whitney LLP is hereby appointed to
serve without bond as receiver (Receiver) for the purpose of marshaling and
preserving all assets of Traffic Monsoon, LLC and all assets of Charles D. Scoville
that were obtained directly or indirectly from Traffic Monsoon (Receivership Assets).
2. From the date of the entry of this Order until further notice is provided by this Court
the Receiver shall have the following general powers and duties.
See order for further details. Signed by Judge Jill N. Parrish on 3/28/17. (jlw) (Entered:
03/28/2017)

03/30/2017 82 NOTICE of Appearance by John Jeffrey Wiest on behalf of Peggy Hunt (Wiest, John)
(Entered: 03/30/2017)

04/04/2017 83 ORDER granting 75 Receivers Motion Seeking Authorization (1) to Terminate
Month−to−Month Services of Snoork LLC and Return Servers to Snoork LLC; and (2)
to Pay Snoork. IT IS HEREBY ORDERED THAT:
(1) The receiver SHALL MAINTAIN a mirror image of the data on the Snoork servers
in a manner that ensures that all data on the servers is preserved as it was at the time
that the receiver imaged the servers in September 2016.
(2) The receiver is AUTHORIZED to terminate the services of Snoork LLC and return
the snoork servers to Snoork LLC after removing all data and information on such
servers.
(3) The receiver is AUTHORIZED to use funds of the receivership estate to pay
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Snoork LLC as set forth in the motion. Signed by Judge Jill N. Parrish on 4/3/17. (jlw)
(Entered: 04/04/2017)

04/04/2017 84 NOTICE of Subpoena (Allied Wallet) by Peggy Hunt (Attachments: # 1 Exhibit Ex. 1
− Subpoena) (Wiest, John) (Entered: 04/04/2017)

04/14/2017 85 NOTICE OF INTERLOCUTORY APPEAL as to 81 Order,, 80 Preliminary
Injunction, 79 Order on Motion to Set Aside, Memorandum Decision filed by Charles
David Scoville, Traffic Monsoon. Appeals to the USCA for the 10th Circuit. Filing fee
$ 505, receipt number 1088−2735190. (Washburn, D.) (Entered: 04/14/2017)

04/17/2017 86 Transmission of Preliminary Record to USCA re 85 Notice of Appeal − Interlocutory.
(Attachments: # 1 Appendix)(jmr) (Entered: 04/17/2017)

04/17/2017 87 USCA Case Number Case Appealed to 10th Circuit. Case Number 17−4059 for 85
Notice of Appeal − Interlocutory, filed by Traffic Monsoon, Charles David Scoville.
(jwt) (Entered: 04/18/2017)

04/24/2017 88 Stipulated MOTION to Continue Deadline to Respond to Defendant's Motion to
Dismiss filed by Plaintiff Securities and Exchange Commission. (Wadley, Daniel)
(Entered: 04/24/2017)

04/25/2017 89 DOCKET TEXT ORDER granting 88 Motion to Continue>. The deadline for the
SEC's response to the Motion to Dismiss 70 shall be due 28 days after the matter is
remanded by the Tenth Circuit. Signed by Judge Jill N. Parrish on 4/25/17. No
attached document. (ksb) (Entered: 04/25/2017)

05/02/2017 90 NOTICE of Subpoena (Paypal, Inc.) by Peggy Hunt (Attachments: # 1 Exhibit 1)
(Thomson, Michael) (Entered: 05/02/2017)

05/04/2017 91 STATUS REPORT Receiver's First Status Report by Peggy Hunt. (Attachments: # 1
Exhibit A − Letter to Investors, # 2 Exhibit B − SFAR July 26, 2016 through
September 31, 2016, # 3 Exhibit C − SFAR October 1, 2016 through December 31,
2016, # 4 Exhibit D SFAR January 1, 2017 through March 31, 2017)(Hunt, Peggy)
(Entered: 05/04/2017)

05/10/2017 92 NOTICE of Abandonment of Personal Property (Vehicle) by Peggy Hunt (Thomson,
Michael) (Entered: 05/10/2017)

05/11/2017 93 First MOTION Payment for Receiver and Receiver's Professionals for Services
Rendered from July 27, 2016 through March 31, 2017 and Memorandum in Support
filed by Receiver Peggy Hunt. (Attachments: # 1 Exhibit A− Receiver Summary by
Task, # 2 Exhibit A−1 Receiver Case Administration, # 3 Exhibit A−2 Receiver Asset
Recovery, # 4 Exhibit A−3 Receiver General Litigation, # 5 Exhibit B− Dorsey
Summary by Task, # 6 Exhibit B−1 Dorsey Case Administration, # 7 Exhibit B−2
Dorsey Asset Recovery, # 8 Exhibit B−3 Dorsey General Litigation, # 9 Exhibit B−4
Dorsey International Services, # 10 Exhibit B−5 Dorsey Out of Pocket Expenses, # 11
Exhibit C − BRG Summary by Mont, # 12 Exhibit C−1 BRG September 2016 Invoice,
# 13 Exhibit C−2 BRG November 2016 Invoice, # 14 Exhibit C−3 BRG November
2016 Invoice, # 15 Exhibit C−4 BRG December 2016 Invoice, # 16 Exhibit C−5 BRG
January 2016 Invoice, # 17 Exhibit C−6 BRG February 2017 Invoice, # 18 Exhibit
C−7 BRG March 2017 Invoice, # 19 Exhibit D− Proposed Order) Attorney Peggy
Hunt added to party Peggy Hunt(pty:rc)(Hunt, Peggy) (Entered: 05/11/2017)

05/12/2017 94 MOTION Motion to Establish Administrative Expense Payment Procedures and
Memorandum of Law in Support and Memorandum in Support filed by Receiver
Peggy Hunt. (Attachments: # 1 Exhibit A − Proposed Order)(Hunt, Peggy) (Entered:
05/12/2017)

05/26/2017 95 Please be advised the Record is complete for purposes of appeal for USCA case
number 17−4059 re 85 . (jlw) (Entered: 05/26/2017)

05/31/2017 96 REQUEST to Submit for Decision re 93 First MOTION Payment for Receiver and
Receiver's Professionals for Services Rendered from July 27, 2016 through March 31,
2017 and Memorandum in Support filed by Receiver Peggy Hunt. (Thomson, Michael)
(Entered: 05/31/2017)
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05/31/2017 97 REQUEST to Submit for Decision re 94 MOTION Motion to Establish Administrative
Expense Payment Procedures and Memorandum of Law in Support and Memorandum
in Support filed by Receiver Peggy Hunt. (Thomson, Michael) (Entered: 05/31/2017)

05/31/2017 98 DOCKET TEXT ORDER re 94 MOTION Motion to Establish Administrative
Expense Payment Procedures and Memorandum of Law in Support and Memorandum
in Support filed by Peggy Hunt. No attached document. The payment procedures
proposed by the receiver provide that "Invoices may be redacted for public filing as
deemed necessary in the sole discretion of the Receiver. In such instances, the
Professional will submit underacted invoices to the SEC and the Court, but file
redacted Invoices with the Court." This proposed procedure appears to give the
receiver the sole discretion to effectively cause documents to be filed under seal with
the court. This would seem to contradict the letter and the spirit of DUCivR 5−2,
which requires filings to be public, except under exceptional circumstances. The filing
of redacted invoices is of particular concern here, as relevant information could be
hidden from potential objectors. The court orders the receiver to explain why such a
procedure is warranted. Signed by Judge Jill N. Parrish on 5/31/17. (ksb) (Entered:
05/31/2017)

06/06/2017 99 RESPONSE re 98 Order,,,,, filed by Peggy Hunt. (Thomson, Michael) (Entered:
06/06/2017)

06/07/2017 100 ORDER granting 93 Motion for Receiver and Receiver's Professionals for Services
Rendered from 7/27/16 to 3/31/17. The Receiver is ALLOWED a claim in the total
amount of $139,747.05 for fees; Dorsey is ALLOWED a claim in the amount of
$341,762.50 for fees and $9,221.73 for reimbursement of out−of−pocket expenses, for
a total sum of $350,984.23; BRG is ALLOWED a claim in the amount of $351,216.50
for fees and $519.25 for reimbursement of out−of−pocket expenses, for a total sum of
$351,735.75; and The Receiver is AUTHORIZED to pay all fees and expenses as
allowed herein. Signed by Judge Jill N. Parrish on 6/7/17. (jlw) (Entered: 06/07/2017)

06/13/2017 101 ORDER granting in part and denying in part 94 Motion to Establish Administrative
Procedures foir the Payment of Receivership Expenses. The court adopts most, but not
all, of the procedures proposed by the receiver. The court also modifies some of the
proposed procedures.
The court ORDERS that the following procedures shall apply to all fees and expenses
incurred by the receiver and professionals employed by the receiver (Professional or
Professionals) on or after April 1, 2017. The receiver is AUTHORIZED to make
payments to herself and to the employed Professionals in accordance with these
procedures:
Interim Requests. Each Professional who has rendered services to the receivership
estate in a given month will submit to the receiver and the SEC a Notice of Request for
Payment (Request) seeking interim payment as outlined below.
Content of Request. A Request may seek interim payment of no more than 80% of the
total fees for actual and necessary services rendered during the month in question, and
100% of the out−of−pocket expenses incurred by the Professional in rendering such
services. The Request must summarize the total time expended by the Professional, the
total amounts being billed, and the amounts sought for interim payment pursuant to
these monthly procedures. The Professional must attach to each Request invoices that
include a detailed and chronological listing of the services provided, identify the
persons providing the services, state the time expended by the Professionals who
performed the services, and describe the expenses incurred.
Filing of Request. A Request may be filed with the court after the earlier of (a)
approval of the Request by the SEC and the receiver or (b) 10 days after the date that
the Request is submitted to the SEC and the receiver.
Service of Request. A Request that is filed with the court must be served by the
Professional via email on the SEC, the receiver, counsel for the receiver, and Charles
Scoville at the addresses listed below. The Professional must also serve the Request
via email on any individual who files with this court a notice seeking copies of such
Requests. The Request must also be filed by the Professional on the courts CM/ECF
system.
Interim Objection Period. An objection to the payment of fees or reimbursement of
expenses in a Request must be filed with the court and served by email on the
Professional who filed the Request, the SEC, and the receiver within 14 calendar days
of the date the Request was filed with the court (the Interim Objection Period).
Required Objection Content. Each objection must specifically describe the specific
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subject matter in dispute, identify the line items in the Invoices that are objectionable,
and state the total amount in dispute. It will not be sufficient to make a blanket
objection to all fees and expenses.
Objection Procedures. If an objection is timely filed and served prior to the expiration
of the Interim Objection Period, the court shall determine whether to rule on the
objection based upon the written filings or whether to schedule a hearing.
Interim Payment. If no objection to a Request is timely filed and served within the
Interim Objection Period, the receiver is authorized to make payment as requested in
the Request on an interim basis promptly upon the expiration of the Interim Objection
Period. If an objection is timely filed and served within the Interim Objection Period,
the receiver is authorized to make interim payment of the Request of the fees and
expenses that are not in dispute. If there is no objection to any line item, then the fee or
expense that accompanies that line item shall be paid as described herein. No disputed
amount may be paid until the objection is considered by the court and an order is
entered allowing the disputed fees and expenses. Interim payments pursuant to these
procedures will be made only if the receiver determines, in her sole discretion, that
sufficient funds are available to make payment. To the extent that the receiver
determines there are funds available for interim payments for any month, but that such
funds are insufficient to pay all Requests in accordance with these procedures, the
receiver may make interim payments in accordance with the procedures herein on a
pro rata basis from funds that the receiver determines, in her sole discretion, are
available for distribution.
Court Order Required. No portion of funds paid to a Professional pursuant to a
Request will be deemed to have been allowed by the court unless and until the court
enters an order expressly allowing the Professionals fees and expenses after the filing
of an Interim Fee Application (defined below).
Interim Fee Application Required. Each Professional filing Requests during any part
of a calendar quarter is required to file an Interim Fee Application within 30 days after
the close of the quarter. If a Professional does not timely file an Interim Fee
Application, it shall not be permitted to submit and file additional Requests until it has
filed the required Interim Fee Application.
Content of Interim Fee Application. Each Interim Fee Application must include a
summary of the Requests made during the quarter, the interim payments that were
made to the Professional, the reason for any holdback over 20% of fees requested, and
may contain a response to any pending objection filed during the applicable Interim
Objection Period. The Interim Fee Application also must request allowance by the
court of 100% of the fees incurred and expenses paid, and seek authorization from the
court for the receivers payment of all allowed fees and expenses from funds of the
receivership estate.
Service of Interim Fee Application. No later than 10 days prior to the filing of the
Interim Fee Application, the Professional must serve the proposed Interim Fee
Application by email on the SEC and the receiver at the addresses set forth below.
Upon filing the Interim Fee Application with the court, the service requirements set
forth above in paragraph 4 for service of Requests apply to the Interim Fee
Application.
Fee Application Hearing. After the filing of Interim Fee Applications each quarter, the
court may schedule and conduct a fee application hearing. If no objections have been
filed during the Interim Objection Periods or within 14 days of the filing of the Interim
Fee Application, the court may enter orders approving uncontested Interim Fee
Applications either with or without holding a hearing.
Payment. The receiver is not authorized to pay any unpaid fees or expenses requested
in an Interim Fee Application unless and until she is authorized to do so by the court.
In the event that the Professional has been paid fees or expenses on an interim basis
that are subsequently disallowed by the court, the Professional must, unless otherwise
ordered by the court, return the funds to the receivership estate.
Service Addresses. For purposes of service required pursuant to the proposed
procedures, the follow addresses apply − please see order.
Final Fee Application. At the conclusion of the receivership, final fee applications
must be filed for each Professional seeking final allowance of all fees and expenses
requested. All fees and expenses allowed and paid prior to the entry of an order
approving such final fee applications are interim in nature.
Signed by Judge Jill N. Parrish on 6/13/17. (jlw) (Entered: 06/13/2017)
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06/28/2017 102 NOTICE of Subpoena (Wells Fargo Bank) by Peggy Hunt (Attachments: # 1 Exhibit
A) (Thomson, Michael) (Entered: 06/28/2017)

07/03/2017 103 NOTICE of Change of Firm Association by Charles David Scoville (Washburn, D.)
(Entered: 07/03/2017)
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Daniel J. Wadley (10358)
wadleyd@sec.gov
Amy J. Oliver (8785)
olivera@sec.gov
Alison J. Okinaka (7954)
Okinakaa@sec.gov
Cheryl M. Mori (8887)
moric@sec.gov
Attorneys for Plaintiff Securities and Exchange Commission
351 South West Temple, Suite 6.100
Salt Lake City, Utah 84101
Tel. 801-524-5796
Fax: 801-524-3558

IN THE UNITED STATES DISTRICT COURT
DISTRICT OF UTAH

SECURITIES AND EXCHANGE
COMMISSION,

PLAINTIFF,

v.

TRAFFIC MONSOON, LLC, a Utah Limited
Liability Company, and CHARLES DAVID
SCOVILLE, an individual,

DEFENDANTS.

COMPLAINT

Case No.: 2:16-cv-00832-DB

Judge Dee Benson

Plaintiff, Securities and Exchange Commission (the “Commission”), for its Complaint

against Defendants Traffic Monsoon, LLC and Charles David Scoville (collectively,

“Defendants”) alleges as follows:

INTRODUCTION

1. This matter involves an ongoing Ponzi scheme and offering fraud operated by

Charles David Scoville (“Scoville”) and Traffic Monsoon, LLC (“Traffic Monsoon”),
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headquartered in Murray, Utah. Scoville formed Traffic Monsoon in October 2014.

2. Since inception, defendants have taken in from investors approximately $207

million in sales of a product called the “Banner AdPack” (“AdPack”). Over 162,000 investors

throughout the world have invested in AdPacks. As of the beginning of 2016, Traffic Monsoon

was taking in approximately $25 million in cash each month.

3. Defendants solicit investors through Traffic Monsoon’s website and through

YouTube videos featuring Scoville. The website states that Traffic Monsoon’s mission is “to

provide high quality ad services for affordable prices, and share revenues for a perfect winning

combination that will lead to the ultimate success of our customers.”

4. Defendants market Traffic Monsoon as a successful Internet advertising services

company. They represent that it is a combination of an Internet traffic exchange, where users

browse each others’ websites, and a pay-per-click program, where users are paid to click on

others’ website banner ads. Defendants represent that its profit is derived from seven different

highly desirable advertising products.

5. In reality, Traffic Monsoon’s advertising business is a illusion designed to

obscure the fact that it is offering and selling a security in a pure Ponzi scheme. Over 99% of

Traffic Monsoon’s revenue comes from the sale of AdPacks. The company has virtually no

other revenue from any other source. All payments to investors are made out of these funds.

6. On an ongoing basis, Traffic Monsoon and Scoville are violating the antifraud

provisions of the federal securities laws, Sections 17(a)(1) and (3) of the Securities Act of 1933

(“Securities Act”) and Section 10(b) of the Securities Exchange Act of 1934 (“Exchange Act”),
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and Rules 10b-5(a) and (c) thereunder; and the registration provisions of Sections 5(a) and 5(c)

of the Securities Act.

7. In order to halt the ongoing fraud being perpetrated on investors, the Commission

seeks a civil injunctive order against Traffic Monsoon and Scoville against further violations of

the federal securities laws, as well as disgorgement, prejudgment interest and civil penalties from

Traffic Monsoon and Scoville. The Commission also seeks emergency relief in the form of an

ex parte temporary restraining order, a preliminary injunction, an ex parte asset freeze and order

appointing a receiver over Traffic Monsoon and its customer funds, and the funds of Scoville,

and an order prohibiting the destruction of documents, accelerating discovery, and requiring an

accounting.

JURISDICTION AND VENUE

8. This Court has subject matter jurisdiction by authority of Sections 20 and 22 of

the Securities Act [15 U.S.C. §§ 77t and 77v] and Sections 21 and Section 27 of the Exchange

Act [15 U.S.C. §§ 78u and 78aa].

9. Defendants, directly and indirectly, singly and in concert, have made use of the

means and instrumentalities of interstate commerce and the mails in connection with the

transactions, acts and courses of business alleged herein, certain of which have occurred within

the District of Utah.

10. Venue for this action is proper in the District of Utah under Section 22(a) of the

Securities Act [15 U.S.C. § 77v(a)] and under Section 27 of the Exchange Act [15 U.S.C. §

78aa] because certain of the transactions, acts, practices, and courses of business alleged in this
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Complaint took place in this district and because the Defendants reside in and transact business

in this district.

11. Defendants, unless restrained and enjoined by this Court, will continue to engage

in the transactions, acts, practices, and courses of business alleged herein and in transactions,

acts, practices, and courses of business of similar purport and object.

12. Defendants’ conduct took place in connection with the offer, purchase and/or sale

of AdPacks.

DEFENDANTS

13. Traffic Monsoon, LLC, is a Utah limited liability company formed in October

2014. Traffic Monsoon’s principal place of business is in Murray, Utah.

14. Charles David Scoville, 36, is a resident of Murray, Utah. Scoville is the only

member and controlling person of Traffic Monsoon. He controls and oversees all of its business

functions.

STATEMENT OF FACTS

The AdPack Product

15. Traffic Monsoon offers and sells seven different Internet advertising products.

Only one of these products, the AdPack, entitles the member to share in the company’s profits.

16. Traffic Monsoon has two kinds of members, “free” and “paying.” A “free”

member is someone who participates in the traffic exchange without buying any services, merely

clicking on ads which Traffic Monsoon calls “cash links.” A “paying” member is someone who

has purchased any product, including the AdPack, from the Traffic Monsoon website.
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17. AdPacks cost $50 each. For this price, the investor receives 20 clicks to his

banner ad, 1,000 visitors to his website from the traffic exchange, and the ability to share in

Traffic Monsoon’s profit.1

18. If the 20 clicks and 1,000 traffic exchange credits were purchased separately from

Traffic Monsoon, they would cost $10.95. The investor is paying just under $40 for the

remaining component of the AdPack, the profit sharing opportunity.

19. Of the $50 paid for each AdPack, Scoville distributes10% as a commission to the

person who introduced the investor; 4.5% for payment of Traffic Monsoon expenses; 1.5% to the

company’s programmer; 79% to the company reserve fund; and 5% to a fund for sharing profit

with AdPack purchasers.

20. Scoville uses the reserve fund, which initially was maintained at PayPal Holdings

Inc. (“PayPal”), to supplement investors’ profit sharing. His system automatically adds reserve

funds to the profit sharing every hour. The reserve fund is used in this way to “smooth out” the

profit sharing payments.

21. Investors are not informed that the reserve fund is used to supplement the sharing

of Traffic Monsoon profit.

22. Scoville has programmed the Traffic Monsoon system to share profits with

qualified accounts based on sales that took place 24 hours earlier. In YouTube videos he has

created for Traffic Monsoon, Scoville uses the analogy of a bucket, which fills gradually with

small drops of profit until the contents reach the “fill line” of $55.

1 In order to buy AdPacks, the member must have a banner ad. If the member does not have a
banner ad, Traffic Monsoon will supply a Traffic Monsoon banner ad to him. Many members
simply use these company banners.
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23. Once the AdPack earns $55 it cannot earn additional profit. The investor may

then withdraw his funds or, if he wishes to continue to participate in profit sharing, he may buy a

new AdPack.

24. The Traffic Monsoon website claims that there is no set timeframe for the

investor’s account to reach $55, or any assurance that it will ever in fact reach $55.

25. Traffic Monsoon treats the investor’s $50 payment for an AdPack (except for the

10% referral commission portion) as revenue to the company at the time it is paid.

26. Traffic Monsoon’s website discloses that the $50 payment for an AdPack is all

deemed revenue to the company at the time it is paid. The website provides no assurance that

the investor’s “bucket” will ever reach the $55 “fill line.”

27. Nevertheless, historically, investor accounts receive a return of about $1 a day,

meaning that investors receive their $50 back, plus a $5 return, after about two months. This

equates to a return of 10% over approximately two months.

28. If investors continue to roll their returns over to purchase a new AdPack every

two months, they will receive an annual return on investment of approximately 60% a year.

29. Scoville established this 10% rate of return and controls how quickly investors

accounts accumulate returns, in part by adding to the profit sharing from the reserve fund.

30. In order to share in company profit, AdPack investors must “qualify.” To qualify,

they must click on 50 banner ads in the traffic exchange in any given 24-hour period.

31. Traffic Monsoon makes it very easy for investors to complete their 50 clicks.

When they log into their dashboard they see (1) a banner ad to click on; and (2) the hours and

minutes remaining in the 24-hour period. The investor is required to view each banner ad for
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only 5 seconds, and a counter appears that counts down the 5 seconds for him. At the end of that

time the investor must click on an image that appears, to verify that he is a human, and then the

next banner ad appears automatically. The act of completing the 50 clicks takes the investor 4.1

minutes per day.

32. Regardless of how many AdPacks an investor owns, he is only required to click

on 50 banner ads for 5 seconds each in a 24-hour period to remain qualified to share in profits.

Traffic Monsoon Revenue

33. Traffic Monsoon and Scoville represent to investors that the company generates

profit from all the advertising services it sells. Scoville went further in posting a statement on his

website www.charlesscoville.com to the effect that the AdPack was a lower volume product than

the other Traffic Monsoon products:

We sell 1 service LOWER in demand which includes a profit sharing position,
and share profits from the services with HIGHER demand with those who click a
minimum of 10 ads per day.

34. Scoville does not disclose to investors that Traffic Monsoon’s revenue comes

almost exclusively from the sale of the AdPack product. Instead, Defendants imply that the

majority of the revenue comes from the sale of Traffic Monsoon’s many advertising products.

35. Traffic Monsoon’s revenue sources since October 2014, when it was formed, are

as follows:

Revenue from purchases of AdPacks, including
rollovers

$738.5 mm 99.6%

Revenue from purchases of products other than
AdPacks2

3.0 mm 0.4%

Total revenue 741.5 mm 100.0%

2 This number does not include revenue from one of the products, the cash links product, which does not
generate revenue for Traffic Monsoon.
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36. Since inception, more than 99% of the money Traffic Monsoon has distributed to

investors came from investors purchasing new AdPacks. Only approximately 0.4% of the

money it has distributed to investors came from all of its other advertising products, combined.

37. Of its revenue since inception, Traffic Monsoon has shared approximately $618

million with AdPack purchasers. Almost all the company’s revenue, however, comes from the

sales of AdPacks, with only approximately $3 million coming from other sources.

38. There is no way any returns could be paid to investors without the sale of new

AdPacks. This fact is not, however, disclosed to Traffic Monsoon investors.

39. Traffic Monsoon’s website falsely implies that revenues come from all of its

advertising products, rather than almost exclusively from AdPacks:

It’s from the sale of all our services that we share revenues.

When our members purchase a service from TrafficMonsoon, the revenues from
that purchase are held by the company. Then, you can qualify to receive share of
the profits! Naturally there is a cost associated with providing services. Each
service provided generates a profit margin. We share those profits with you!

40. Scoville also omits to disclose to investors that the shared profit is periodically

supplemented by payments from the reserve fund at Scoville’s discretion and is, therefore, not

truly revenue sharing.

41. Traffic Monsoon cannot in fact deliver the numbers of visitors it has promised to

AdPack purchasers.
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42. AdPack purchasers are supposed to receive 20 clicks to their banner ads, and

1,000 credits in the traffic exchange.3 These traffic exchange credits come from the 50 clicks a

day required of each member who owns one or more AdPacks.

43. As of May 16, 2016, Traffic Monsoon had sold 15,225,689 AdPacks. For each

such AdPack, however, it must deliver 1,000 visitors, amounting to 15 billion visitors total. As

of July 24, 2016, however, the Traffic Monsoon website states that the company had “delivered

1,618,996,340 visitors to our member’s [sic] websites to date.” This is only about a tenth of

what would be required by Scoville’s own program.

Payment Processors and Accounts Used by Traffic Monsoon and Scoville

44. Up until February 2016, when PayPal froze the Traffic Monsoon account,

Scoville used PayPal almost exclusively to process payments both into and out of Traffic

Monsoon. Almost all member funds were kept in PayPal, and each member had a PayPal

subaccount and possessed the ability to log in and view his account balance. The company’s

funds were kept in PayPal as well.

45. Since inception, $134 million in investor cash went into PayPal, and

approximately $61 million was paid out to Traffic Monsoon investors prior to the PayPal freeze

of TM’s accounts.

46. In early January 2016, PayPal contacted Scoville and notified him that it was

considering limiting his account. PayPal’s compliance department had noted that Traffic

Monsoon’s account had some earmarks of a Ponzi scheme, such as very rapid growth and almost

no chargebacks or refund requests.

3 A credit in the traffic exchange entitles the member to a visit to his website.
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47. On January 11, 2016, PayPal notified Scoville that it was blocking any transfers

of funds out of PayPal, while still allowing member funds to be deposited. On February 11,

2016, PayPal notified Scoville that it was freezing the Traffic Monsoon account completely for a

period of 180 days.

48. On January 12, 2016, Scoville created and posted a YouTube video for current

and prospective investors. In the video he explained that for the sake of convenience he was

planning to transition away from PayPal to eventually open a “Traffic Monsoon bank.” He did

not disclose the PayPal freeze.

49. Scoville did not disclose the PayPal freeze to investors until February 11, 2016,

when he posted a news release on the Traffic Monsoon website and also posted another video on

YouTube. During the intervening month, because PayPal was allowing investor funds in but not

allowing them to be withdrawn, members who bought advertising services and transferred funds

to Traffic Monsoon had no idea their funds would be frozen. Scoville, however, was aware of

this fact.

50. As of February 11, 2016, approximately $60 million was frozen in Traffic

Monsoon’s PayPal accounts.

51. After the PayPal freeze, Scoville began using other payment processors more

extensively: Solid Trust Pay, headquartered in Ontario, and Payza, headquartered in London with

offices in New York. He has also used an account at JPMorgan Chase to receive investor funds.

52. Since the freeze, PayPal has allowed Traffic Monsoon members to reverse

AdPack purchases, refunding to them only their cash in and not any purported gains. As a result
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of the claims paid, the Traffic Monsoon account at PayPal had $46,515,787 in the account as of

July 11, 2016.

53. The PayPal freeze expired on July 11, 2016. Immediately after the expiration of

the freeze, Scoville began withdrawing funds from PayPal.

54. PayPal withdrawals are limited to $100,000 per request. Since July 11, 2016,

Scoville has made 256 withdrawal requests and withdrawn over $25 million. Scoville did

attempt to withdraw an additional $10 million on July 21, 2016, but PayPal reversed those

transactions.

55. As of July 21, 2016, the TM account at PayPal had a balance of $23,316,843.

56. Scoville has wired the funds withdrawn from PayPal to the Traffic Monsoon

account at JPMorgan Chase in Park City, Utah. From there, he has transferred at least $21

million to his personal JPMorgan Chase account.

57. Scoville has never disclosed to investors, whether on the Traffic Monsoon website

or on YouTube, that the PayPal freeze has expired, and has never informed members that they

can request that their AdPack purchases be reversed. Since the freeze was lifted he has been

withdrawing funds, apparently for his own benefit, as quickly as possible.

Investors

58. Scoville locates investors primarily through Traffic Monsoon’s website, his

personal website and YouTube videos. He also finds new investors by attending international

seminars. Finally, Scoville offers a referral program in which sponsors can earn a commission

on the purchases of new investors.
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59. Traffic Monsoon investors are participating in its program not because they are

interested in its advertising services, but because they are interested in the profit sharing

opportunity.

60. Most investors own multiple AdPacks.

61. Traffic Monsoon reports that it has sold approximately 14 million AdPacks to

about 162,000 investors. This equates to an average of 86.4 AdPacks per investor. Many

investors, however, own tens of thousands of dollars’ worth of AdPacks. Hundreds of investors

have deposited more than $100,000 each into the Traffic Monsoon account at PayPal.

62. In the last three months of 2015, Traffic Monsoon took in increasing amounts of

new cash, reaching approximately $1 million each day by the end of the year.

63. After the PayPal freeze, Scoville began using the JPMorgan Chase account more

extensively for investor deposits. From March through June 2016, the information from this

account shows that the largest single investment was $200,000, which would represent 4,000

AdPacks. Average funds per investor were as follows:

Month in 2016 Average invested by:
March $ 8,125 122 investors
April 9,220 122 investors
May 6,664 137 investors

June 5,500 175 investors

64. Most investors have been allowing their funds to accumulate in their Traffic

Monsoon accounts and are using these account balances to purchase additional AdPacks.

65. The majority of the traffic to Traffic Monsoon member sites now comes from

inside Traffic Monsoon, meaning that members are simply clicking on other members’ ads.
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66. Approximately 90%, or 145,000, of Traffic Monsoon investors reside outside the

U.S. The program appears to be most popular in countries that are also some of the poorest in

the world.4 For example, the Traffic Monsoon website is the 385th most visited website in

Bangladesh, 366th in Venezuela, and 517th most visited site in Morocco.

Traffic Monsoon is a Ponzi Scheme

67. Scoville offers six Internet advertising products besides the AdPack, to create the

appearance that Traffic Monsoon is a legitimate and profitable business. However, only

approximately 0.4% of its revenue comes from these other advertising products, combined.

68. More than 99% of Traffic Monsoon’s revenue comes from the sale of AdPacks.

Traffic Monsoon could not pay returns to investors without the sale of new AdPacks. Traffic

Monsoon is a classic Ponzi scheme in which investors are paid from money contributed from

new investors, and there is little real business activity.

69. The $50 price of the AdPack has nothing to do with the price of the advertising

services it includes.

70. There is no rationale for the $55 profit sharing ceiling, other than that it represents

a 10% return on the AdPack purchase amount.

Scienter

71. Scoville has always been the sole owner and controlling member of Traffic

Monsoon. He is the architect of the Traffic Monsoon program.

4 Some of these may be “free” rather than “paying” members.
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72. Scoville is aware that the AdPacks could be considered an investment. In Traffic

Monsoon’s website and his YouTube videos, he goes out of his way to argue that the program

does not involve a security or an investment.

73. In order to participate, Traffic Monsoon investors must agree to the company’s

Terms of Service, which include the following: “[y]ou agree to recognize TrafficMonsoon as a

true advertising company which shares its revenues, and not as any form of investment of any

kind.”

74. On his website and in his videos, Scoville deliberately avoids calling the $55

payout a “return,” and emphasizes that there is no assurance that it will be paid. However, the

$55 payout has always been paid to investors.

75. The scienter of Scoville can be imputed to Traffic Monsoon because he is its only

member and controlling person.

The AdPacks Are Securities Being Sold in Unregistered Transactions

76. The purchase of AdPacks involves the investment of money, in the form of the

$50 purchase price.

77. Investor funds are aggregated together in PayPal, at other payment processors,

and at JPMorgan Chase. Investors can see their status by logging into their subaccounts. A

portion of investor funds also went to the Traffic Monsoon reserve fund, which was also

maintained at PayPal. Payments are made out of the reserve fund to supplement profit sharing

payments back to investors.
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78. Payment of the investors’ returns is almost entirely dependent on Scoville’s

ability to sell AdPacks. The financial success or failure of the investors are inextricably tied to

the efforts of Scoville and Traffic Monsoon.

79. Investors have no role in managing Traffic Monsoon and rely on Traffic Monsoon

to operate the traffic exchange, collect revenue, supplement the revenue from its reserve fund,

and distribute it to members. Traffic Monsoon also sets up the banner ad rotator and tracks

clicks by members seeking to qualify to share in profits.

80. The only actions that investors are required to take to participate in profit sharing

is to click 50 ads each day for 5 seconds each. Whether an investor owns a single AdPack or

several thousand, he is still only required to click 50 ads each day. The system automatically

populates the investor’s dashboard with the required 50 ads and counts down the 5-second time

required.

81. Traffic Monsoon has raised millions of dollars in an unregistered continuous

offering from tens of thousands of investors worldwide, from October 2014 through the present.

82. The AdPacks have been offered and sold through Traffic Monsoon’s website.

They have also been offered and sold by means of Scoville’s YouTube videos. Both these media

are open and publicly available to any user.

83. The AdPacks were offered and sold to persons who are not accredited within the

meaning of the federal securities laws. Traffic Monson made no effort to determine whether

these offerees were accredited.
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FIRST CAUSE OF ACTION
EMPLOYMENT OF A DEVICE, SCHEME OR ARTIFICE TO DEFRAUD

Violation of Section 17(a)(1) of the Securities Act [15 U.S.C. § 77q(a)(1)]

84. The Commission realleges and incorporates by reference the allegations contained

in Paragraphs 1 through 83, above.

85. Defendants Traffic Monsoon and Scoville, by engaging in the conduct described

above, directly or indirectly, in the offer or sale of securities, by the use of the means or instruments

of transportation or communication in interstate commerce or by use of the mails, with scienter,

employed devices, schemes, or artifices to defraud.

86. By reason of the foregoing, Defendants, directly or indirectly violated, and unless

enjoined will continue to violate, Sections 17(a)(1) of the Securities Act [15 U.S.C. § 77q(a)(1)].

SECOND CAUSE OF ACTION
FRAUD IN THE OFFER OR SALE OF SECURITIES

Violation of Section 17(a)(3) of the Securities Act [15 U.S.C. § 77q(a)(3)]

87. The Commission realleges and incorporates by reference the allegations contained

in Paragraphs 1 through 83, above.

88. Defendants Traffic Monsoon and Scoville, by engaging in the conduct described

above, directly and indirectly, in the offer and sale of securities, by the use of the means or

instruments of transportation or communication in interstate commerce or by use of the mails,

engaged in transactions, practices, or courses of business which operate or would operate as a

fraud or deceit upon the purchaser.

89. By reason of the foregoing, Defendants, directly or indirectly, violated, and unless

restrained and enjoined by this Court, will continue to violate, Section 17(a) (3) of the Securities

Act [15 U.S.C. § 77q(a)(3)].
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THIRD CAUSE OF ACTION
FRAUD IN CONNECTION WITH THE PURCHASE OR SALE OF SECURITIES

Violation of Section 10(b) of the Securities Act [15 U.S.C. § 78j(b)] and Rule 10b-5(a) and
(c) thereunder [17 U.F.R. § 240.10b-5(a) and (c)]

90. The Commission realleges and incorporates by reference the allegations contained

in Paragraphs 1 through 83, above.

91. Defendants Traffic Monsoon and Scoville, by engaging in the conduct described

above, directly or indirectly, by the use of means or instrumentalities of interstate commerce or

use of the mails, in connection with the purchase or sale of securities, with scienter, employed

devices, schemes, or artifices to defraud, or engaged in acts, practices, or courses of business that

operated or would operate as a fraud and deceit upon other persons.

92. By reason of the foregoing, Defendants, violated, and unless restrained and

enjoined will continue to violate Section 10(b) of the Exchange Act [15 U.S.C. §78j(b)] and Rule

10b-5(a) and (c) thereunder [17 C.F.R. § 240.10b-5(a) and (c)].

FOURTH CAUSE OF ACTION
OFFER AND SALE OF UNREGISTERED SECURITIES

Violation of Sections 5(a) and (c) of the Securities Act [15 U.S.C. § 77e(a) and (c)]

93. The Commission realleges and incorporates by reference the allegations contained

in Paragraphs 1 through 83, above.

94. Defendants Traffic Monsoon and Scoville, by engaging in the conduct described

above, directly or indirectly, through use of the means or instruments of transportation or

communication in interstate commerce or the mails, offered to sell or sold securities or, directly

or indirectly, or carried such securities through the mails or in interstate commerce, for the

purpose of sale or delivery after sale.
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95. No registration statement has been filed with the Commission or has been in

effect with respect to these securities.

96. By reason of the foregoing, Defendants, directly or indirectly violated, and unless

enjoined will continue to violate Sections 5(a) and (c) of the Securities Act [15 U.S.C. § 77e(a)

and (c)].

RELIEF REQUESTED

WHEREFORE, the Commission respectfully requests that this Court:

I.

Issue findings of fact and conclusions of law that Defendants committed the violations

charged herein.

II.

Issue in a form consistent with Rule 65(d) of the Federal Rules of Civil Procedure orders

that temporarily, preliminarily and permanently enjoin Traffic Monsoon and Scoville and their

officers, agents, servants, employees, attorneys, and accountants, and those persons in active

concert or participation with any of them, who receive actual notice of the order by personal

service or otherwise, and each of them, from engaging in transactions, acts, practices, and

courses of business described herein, and from engaging in conduct of similar purport and object

in violation of Sections 17(a)(1) and (3) and Sections 5(a) and (c) of the Securities Act, Section

10(b) of the Exchange Act and Rule 10b-5(a) and (c) thereunder.

III.

Issue, in a form consistent with Rule 65(d) of the Federal Rules of Civil Procedure,

orders that temporarily, preliminarily and permanently enjoin Defendants, and their officers,
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agents, servants, employees, attorneys, and accountants, and those persons in active concert or

participation with any of them, who receive actual notice of the order by personal service or

otherwise, and each of them, from: (A) transferring, changing, wasting, dissipating, converting,

concealing, or otherwise disposing of, in any manner, any funds, assets, claims, or other property

or assets owned or controlled by, or in the possession or custody of these Defendants; and (B)

transferring, assigning, selling, hypothecating, or otherwise disposing of any assets of Traffic

Monsoon or related entities, including but not limited to those entities identified in

accompanying pleadings.

IV.

Issue in a form consistent with Rule 65(d) of the Federal Rules of Civil Procedure orders

that temporarily, preliminarily and permanently restrain and enjoin Defendants, and each of

them, and their officers, agents, servants, employees, attorneys, and accountants, and those

persons in active concert or participation with any of them, who receive actual notice of the order

by personal service or otherwise, and each of them, from destroying, mutilating, concealing,

transferring, altering, or otherwise disposing of, in any manner, books, records, computer

programs, computer files, computer printouts, correspondence, including e-mail, whether stored

electronically or in hard copy, memoranda, brochures, or any other documents of any kind that

pertain in any manner to the business of Defendants.

V.

Enter an order directing Defendants to pay civil money penalties pursuant to Section

20(d) of the Securities Act and Section 21(d)(3) of the Exchange Act.
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VI.

Enter an order directing Defendants to disgorge all ill-gotten gains received during the

period of violative conduct and pay prejudgment interest on such ill-gotten gains.

VII .

Grant such further equitable relief as this Court deems just, appropriate, and necessary,

including, but not limited to, a freeze of assets, appointment of a receiver for Traffic Monsoon

and the acceleration of discovery, including the forthwith production of documents..

VIII.

Retain jurisdiction of this action in accordance with the principles of equity and the

Federal Rules of Civil Procedure in order to implement and carry out the terms of all orders and

decrees that may be entered, or to entertain any suitable application or motion for additional

relief within the jurisdiction of this Court.

Dated July 26, 2016.
Respectfully submitted,

/s/ Daniel J. Wadley
Daniel Wadley
Amy J. Oliver
Alison J. Okinaka
Cheryl M. Mori
Attorneys for Plaintiff
Securities and Exchange Commission
351 S. West Temple, Suite 6.100
Salt Lake City, Utah 84101
Tel: 801-524-5796
Fax: 801-524-5262
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Daniel J. Wadley (10358)
wadleyd@sec.gov
Amy J. Oliver (8785)
olivera@sec.gov
Alison Okinaka (7954)
okinakaa@sec.gov
Cheryl M. Mori (8887)
moric@sec.gov
Attorneys for Plaintiff
Securities & Exchange Commission
15 West South Temple Street, Suite 1800
Salt Lake City, Utah 84101
Tel. 801-524-5796
Fax: 801-524-5262

IN THE UNITED STATES DISTRICT COURT
DISTRICT OF UTAH, CENTRAL DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

PLAINTIFF,

v.

TRAFFIC MONSOON, LLC, a Utah Limited
Liability Company and CHARLES D.
SCOVILLE, an individual,

DEFENDANTS.

EX PARTE MOTION FOR
TEMPORARY RESTRAINING

ORDER, ORDER APPOINTING
RECEIVER, FREEZING ASSETS AND

OTHER ANCILLARY RELIEF AND
MEMORANDUM IN SUPPORT

Case No.: 2:16-cv-00832-DB

Judge Dee Benson

INTRODUCTION

Plaintiff, Securities and Exchange Commission (the “Commission”), by and through its

counsel of record, respectfully submits this Ex Parte Motion for a Temporary Restraining Order,

Order Appointing Receiver, Freezing Assets and Other Ancillary Relief and Memorandum in

Support (“Motion”). The Commission seeks emergency relief in this action to protect its ability
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1369 & 1371 (9th Cir. 1980). The Court’s power to issue the requested stay is based on its well-

established inherent powers. Id. at 1369. Accord SEC v. Merrill Scott & Assocs., No. 2:02-CV-

39, 2007 WL 26981, at *1 (D. Utah Jan. 3, 2007). This power is derived from the All-Writs Act,

which gives federal courts power to “issue all writs necessary or appropriate in aid of their

respective jurisdictions and agreeable to the usages and principles of law,” including the power

to stay the prosecution of lawsuits. 28 U.S.C. § 1651(a). That authority facilitates the “strong

federal interest in insuring effective relief in SEC actions brought to enforce the securities laws.”

Wencke, 622 F.2d at 1372.

Without a stay of litigation, more sophisticated investors and/or other interested parties

may resort to executing against Defendants’ assets in order to obtain the lion’s share of any

potential recovery. In addition, Defendants’ outstanding creditors may take action to obtain

control of assets that the Commission has yet to identify as a source of funds to repay investors.

An asset freeze, coupled with the stay of litigation, will allow the receiver to evaluate

meticulously potential avenues of recovery of investor funds and to determine a fair and

equitable distribution of Defendants’ assets.

CONCLUSION

Based on the foregoing, the Commission respectfully requests that this Court grant this

Ex Parte Motion for Temporary Restraining Order, Order Appointing Receiver, Freezing Assets

and Other Ancillary Relief.

Respectfully submitted this 26th day of July, 2016.

/s/ Daniel J. Wadley
Daniel J. Wadley
Amy J. Oliver
Alison Okinaka
Cheryl Mori
Attorney for Plaintiff
U.S. Securities & Exchange Commission
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ORDER OF EXHIBITS

Exhibit A: Transcript of Investigative Testimony of Charles D. Scoville

Exhibit B: Declaration of Scott Frost
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Page 1

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

In the Matter of: )

) File No. SL-02736-A

THE INVESTIGATION OF )

TRAFFIC MONSOON, INC. )

WITNESS: Charles David Scoville

PAGES: 1 through 190

PLACE: Securities and Exchange Commission

Salt Lake District Office

351 South West Temple, Suite 6.100

Salt Lake City, Utah 84101 United States

DATE: Tuesday, May 17, 2016

The above-entitled matter came on for hearing,

pursuant to notice, at 10:05 a.m. MDT.

Diversified Reporting Services, Inc.

(202) 467-9200
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Salt Lake City, Utah 84101 United States
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Page 2

1 APPEARANCES

2

3 On behalf of the Securities and Exchange Commission:

4 ALISON J. OKINAKA, ESQ.

5 SCOTT FROST, ACCOUNTANT

6 CHERYL MORI, ESQ.

7 Securities and Exchange Commission

8 Salt Lake Regional Office

9 351 S. West Temple Street, Suite 6.100

1010 Salt Lake City, Utah 84101

1111 (801) 524-5796

1212

1313 On behalf of the Witness:

1414 CHARLES DAVID SCOVILLE, PRO SE

1515

1616 Also Present:

1717 Samera Hussain

1818

1919

2020

2121

2222

2323

2424

2525

Page 3

1 C O N T E N T S

2

3 WITNESS: EXAMINATION

4 Charles David Scoville 4

5

6 EXHIBITS: DESCRIPTION IDENTIFIED

7 1 SEC Form 1662 5

8 2 Document with title "Your Massive

9 Traffic Resource" 49

1010 3 Document with title "FAQ" 65

1111 4 Document with title "Ad Plans" 70

1212 5 Portion of website headed "Terms" 86

1313 6 E-mail to Kenin Spivak 92

1414 7 Spreadsheet 135

1515 8 Spreadsheet 135

1616 9 Recent e-mail sent to the Commission

1717 from Mr. Scoville 147

1818 10 Spreadsheet of figures 147

1919 11 Screen shot of a YouTube video 169

2020

2121

2222

2323

2424

2525

Page 4

1 P R O C E E D I N G S

2 MS. OKINAKA: We're on the record at 10:05

3 on May 17th, 2016.

4 Mr. Scoville, would you raise your right

5 hand. Do you swear to tell the truth, the whole

6 truth, and nothing but the truth?

7 MR. SCOVILLE: I do.

8 Whereupon,

9 CHARLES DAVID SCOVILLE

1010 was called as a witness and, having been first duly

1111 sworn, was examined and testified as follows:

1212 EXAMINATION

1313 BY MS. OKINAKA:

1414 Q Would you state and spell your full name

1515 for the record and any middle name as well.

1616 A Sure. My name is Charles David Scoville.

1717 Charles is spelled C-h-a-r-l-e-s; middle name, David,

1818 D-a-v-i-d; last name, Scoville, S-c-o-v-i-l-l-e.

1919 Q My name is Alison Okinaka, and with me

2020 today are Scott Frost and Cheryl Mori. And we're all

2121 officers of the Commission for the purposes of this

2222 proceeding.

2323 So this is an investigation by the

2424 Securities and Exchange Commission in the matter of

2525 Traffic Monsoon, Inc., File No. SL-2736, to determine

Page 5

1 whether there have been violations of the federal

2 securities laws. However, the facts developed in the

3 investigation might constitute violations of other

4 federal or state, civil or criminal laws.

5 Before we went on the record you were

6 provided with a copy of the Formal Order of

7 Investigation in this matter, and it will be

8 available for your examination during the course of

9 the proceeding.

1010 Have you had a chance to review the formal

1111 order?

1212 A Yes.

1313 Q Also, prior to going on the record we gave

1414 you a copy of the Commission's Form 1662, and it's

1515 marked as Exhibit No. 1. Have you had a chance to

1616 review Exhibit No. 1?

1717 (SEC Exhibit No. 1 was

1818 marked for identification.)

1919 A Yes.

2020 Q Do you have any questions about that

2121 exhibit?

2222 A No.

2323 Q And are you represented by counsel today?

2424 A No, I'm not.

2525 Q Because you're not represented by counsel,
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Page 6

1 I'm required to highlight a few items from Form 1662

2 for you.

3 You have the right to be accompanied,

4 represented, and advised by counsel. And this means

5 you can have an attorney present and your attorney

6 can advise you before, during, and after your

7 examination today. Do you understand this?

8 A Yes.

9 Q Do you understand that upon your request

10 these proceedings will be adjourned so that you can

11 obtain counsel?

12 A Yes.

13 Q Do you understand that the statutes set

14 forth in Exhibit No. 1 provide criminal penalties for

15 knowingly providing false testimony or knowingly

16 using false documents in connection with the

17 investigation?

18 A Yes.

19 Q And finally, do you understand that you can

20 assert your rights under the Fifth Amendment to the

21 Constitution and refuse to answer any question that

22 might tend to incriminate you?

23 A Yes.

24 MS. OKINAKA: And I should also say for the

25 record that your wife is with us today.

Page 7

1 And would you give us your name and

2 spelling of your name for the record?

3 MS. HUSSAIN: Samera Hussain. And it's

4 S-a-m-e-r-a. Last name Hussain, H-u-double-s-a-i-n.

5 BY MS. OKINAKA:

6 Q She's just attending and not testifying as

7 a witness today, correct?

8 MS. HUSSAIN: Yeah.

9 BY MS. OKINAKA:

10 Q Correct?

11 A That is correct, yes.

12 Q Just as a -- to start off, we wanted to

13 discuss some of the terms we'll be using today with

14 you to make sure they're the terms you use in

15 connection with Traffic Monsoon, because we have a

16 different background than you do, and so we may be --

17 I know in some of our e-mails we've used terms that

18 you corrected us on.

19 So a person who is buying services from

20 Traffic Monsoon, do you call that a member?

21 A I would say those are advertisers.

22 Q Advertisers, okay. So --

23 A So a member would be anyone who has signed

24 up, whether they have paid for anything or not.

25 Q So it includes free -- what you call free

Page 8

1 members?

2 A There's free members, yeah.

3 Q Because I know in your materials, you do

4 call them members.

5 A Uh-huh.

6 Q But would advertisers be -- not be the

7 people buying -- participating for free?

8 A Maybe I might have referenced them as

9 either free members, or they've been paid members,

10 like they've purchased something from the website.

11 Q Right. So advertisers are --

12 A -- people who have purchased advertising

13 service.

14 Q And does that include the banner ad

15 packages?

16 A Absolutely.

17 Q Okay. And how about revenue?

18 A Revenue would be generated -- the sale of a

19 service.

20 Q Okay. And do you use the term "profit

21 sharing" or "revenue sharing" for -- I know you speak

22 about each member has an imaginary bucket that fills

23 up from -- I would say revenue that is shared with

24 him. Would that be a term you would use?

25 A On the Ad Plans page, I remember it does

Page 9

1 say that there's a profit margin that's generated

2 with this advertising sales. So yes, the profits --

3 Q Profit sharing?

4 A We share the profits, yeah.

5 Q So for background, would you give us your

6 address -- your residential address and phone and any

7 e-mail addresses.

8 A Sure. My address is

9 Boulevard, that's , Murray, Utah 3.

10 Q And how about your telephone number?

11 A Telephone number is (801) .

12 Q Is that a cell phone?

13 A It is, uh-huh.

14 Q Do you have any other addresses or phone

15 numbers?

16 A No, not really. There is an address in the

17 UK, but no other phone number.

18 Q Is that the address for Traffic Monsoon?

19 A There's another -- that's an address that

20 belongs to a buddy of mine that is registered at that

21 address, but I don't know it by heart.

22 Q Let me ask you if you have any business

23 addresses or phone numbers, then.

24 A There's -- the business address is on the

25 website. I don't know it by heart, though.
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Page 10

1 Q That's a UK address?

2 A Uh-huh.

3 Q Okay. And that phone is your business

4 phone as well?

5 A I don't have another -- oh, the phone

6 number that's on the website is for customer service,

7 and I don't know that one by heart.

8 Q That's okay.

9 So the UK address, you said it was a buddy

10 of yours?

11 A Yeah. It's at the Imperial Offices. I

12 don't remember what the address is, though.

13 Q What's his name?

14 A His name Aamir Raja. A-a-m-i-r; and Raja

15 is R-a-j-a, I think.

16 MS. HUSSAIN: Yeah.

17 BY MS. OKINAKA:

18 Q So we would remind you not to ask your wife

19 for information, because she's not a witness --

20 A Sorry.

21 Q -- which I know is not easy to do. But

22 that's your recollection of his name, right?

23 A Yes.

24 Q Okay. And what's your e-mail address?

25 A It is .

Page 11

1 Q At your Murray address, do you reside by

2 yourself or with others?

3 A With my son.

4 Q And what's his name and age?

5 A His name is , and he's

6 10. He'll be turning 11 in June, June 30th.

7 Q Is he your only child?

8 A He is, yes.

9 Q And you're married to Samera?

10 A Samera, yeah.

11 Q Can you give us your educational background

12 for the record.

13 A It's a bit mixed up because I first went to

14 community college, didn't know what I wanted to do,

15 so I just took some generals. And then I switched my

16 major to Spanish and then took Spanish classes. And

17 then switched my major to -- just trying to

18 remember -- computers.

19 Q Is this still at the community college?

20 A And I switched -- I went to a couple

21 different community colleges. And then I went to

22 Stevens-Henegar here for computer science. And I

23 left the degree program because my wife worked there

24 and we were going through a divorce.

25 Q Your former wife?

Page 12

1 A Yeah. And even though I had a 4.0 grade

2 point average, they were saying, why would you want

3 to leave; and I just didn't want to go to the same

4 college that she worked. And I also was looking at

5 that degree program where it ended and just didn't

6 want the kind of career that would be at the end of

7 that road.

8 And so then I went to LDS Business College

9 for business entrepreneurship.

10 Q Did you graduate from LDS Business College?

11 A No.

12 Q When did you finish up at LDS Business

13 College?

14 A I want to say 2011. Maybe it was 2010.

15 Q Why did you leave LDS Business College?

16 A Well, it's an entrepreneurship program that

17 they have there, and part of the program they have is

18 a launch and learn. And so you launch a business,

19 and you learn from it. And since I was already

20 successfully running a home business, I decided to

21 focus more on the entrepreneurship, actually running

22 the business than going to school to learn more about

23 how to do it, since I was already doing it.

24 Q And can you summarize your work history for

25 us?

Page 13

1 A Sure. I started out when I was I guess 15.

2 I worked at A&W. And then I worked at Wendy's and a

3 gas station, a Texaco. I worked in a call center

4 doing customer service. And then after working with

5 them for almost a year, I served a mission for the

6 LDS Church for two years in Arizona. And then after

7 that I worked in more customer service positions for

8 about the next ten years.

9 Q Was that in Salt Lake?

10 A Both in Colorado, also in Illinois, and

11 also in Salt Lake and West Valley. SelectHealth is

12 out there. I was out there for about two years.

13 Q So you were in customer service for about

14 ten years?

15 A Uh-huh.

16 Q When did you -- when did that end? What

17 year?

18 A It was about the same year I was in --

19 right before I went to LDS College, so 2010.

20 Q And you mentioned you had -- you were

21 running home-based businesses at some point.

22 A Yeah.

23 Q When did you start doing that?

24 A I started March of 2010.

25 Q What business was that?
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Page 14

1 A It was a business called TviPtc, and it was

2 a pay-to-click website.

3 Q What was it? Tvi --

4 A TviPtc.

5 Q Is that business still active?

6 A It's not.

7 Q And did you do any home-based businesses

8 after that?

9 A Yes. While I was running this business, I

10 also went to LDS Business College. And, like I

11 mentioned, we had that launch and learn class. So

12 part of the class it was required for us as a group

13 to start a business, register it, and we had to

14 generate at least $3,000 in revenue throughout the

15 course of the semester. And if we didn't reach that

16 level of sales, then we didn't pass the class. So we

17 had to get to work, and we formed a business. We

18 released the business. And luckily, we were able to

19 generate the sales before the semester ended.

20 Q So each student had to do that?

21 A Yeah, each group. It was a group project.

22 Q Okay. So when you say "we," you mean the

23 group?

24 A Yeah, the group. Yeah.

25 Q What was that business?

Page 15

1 A It was U Launch Formula.

2 Q What kind of business was it?

3 A What we sold was advertising, but also

4 training and a list of advertising resources that

5 people could use to advertise whatever their business

6 is online. So not only were we offering an

7 advertising service, but we also had training and

8 also an auto responder service where when people made

9 that purchase, then they had this form that they

10 could send to people via e-mail or whatever to sign

11 up, and then they could save their information.

12 I don't know if you're familiar with Lead

13 Capture, but that's what it was --

14 Q No.

15 A -- is a service, like AWeber is another

16 related service. And so we were charging just $10 a

17 month instead of AWeber, what they charge is $19 or

18 more per month depending on your list size, however

19 many people you have signed up. We had unlimited

20 list size, so no one had any limits, and it was just

21 $10 per month.

22 Q Any home-based businesses after that before

23 Traffic Monsoon started?

24 A Yes. There were a few different ideas that

25 I was testing out there in the marketplace. I don't
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1 remember the list of them all by heart right now, but

2 I have them on a website online that kind of goes

3 through what each of them was.

4 Q Where is that?

5 A It's CharlesScoville-TrafficMonsoon.com, I

6 think.

7 Q It's on there?

8 A I think so.

9 Q Okay. I have that link.

10 A Okay. So it goes through each of the

11 different businesses, and it explains what it was

12 that people were buying. And with each business, the

13 struggle that I experienced was traction in the

14 marketplace. Some of these only had a couple hundred

15 customers that, after using the services for a month

16 or two, they decided not to use it anymore.

17 So then after a number of months went by,

18 no one was using the services. I was like, oh, what

19 a bummer; I'm going to have to go back to the drawing

20 board, try to figure out how to perfect my services,

21 how to make things better for the customers so people

22 could actually use the services long term. Because I

23 wanted to create a business that I could actually run

24 for years and years and years and years to come.

25 Q I have a list of the ones I'm aware of --
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1 A Okay.

2 Q -- with me. So I could ask you about them

3 now.

4 A Sure.

5 Q I'll do that, but I'll finish up my

6 background first.

7 What's your date and place of birth?

8 A Date, January 4th, 1980. And I was born in

9 Boulder, Colorado.

10 Q Do you have any professional licenses? For

11 example, a CPA license, a real estate license,

12 anything like that?

13 A No license other than just a business

14 license, yeah.

15 Q Right. And where do you have bank

16 accounts?

17 A My bank is Chase Bank.

18 Q Is that in Park City?

19 A Well, I guess it's -- I opened it here in

20 Salt Lake, but they opened it up in Park City. I

21 don't know why they did that.

22 Q Any other bank accounts --

23 A No.

24 Q -- currently? Do you have any --

25 A Just with Chase.
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Page 18

1 Q Oh, sorry. Do you have any bank accounts

2 overseas in other countries?

3 A There is a bank account in Dubai, but

4 there's nothing in it.

5 Q Is that in your name?

6 A It's actually in Traffic Monsoon's name.

7 Q What bank is it?

8 A I think it's NBD.

9 Q NBD?

10 A NBD.

11 Q When did you open that account?

12 A I think it was either January or February

13 of this year.

14 Q Are you the signatory on the account?

15 A Yes.

16 Q Is anybody else a signatory?

17 A I don't think so.

18 Q What was the purpose of doing that?

19 A The purpose of opening that bank account

20 was people in that region of the world were reporting

21 that making purchases through different payment

22 processors were really difficult. And they also

23 reported that sometimes trying to send a wire

24 transfer to the United States to make a purchase of

25 service, it wasn't going through. So they had

Page 19

1 requested to have a bank opened in that region of the

2 world to make it easier for them to make purchases.

3 Q And you say there's nothing in it now?

4 A Nothing. I decided not to because some

5 people had warned me that since it's in Dubai, the

6 bank might have -- like my sponsor might have the

7 ability to gain access to those funds. And since

8 someone gave me that warning, I just said, okay, I'm

9 not going to put anything in there.

10 Q Why do you have a sponsor? How does that

11 work?

12 A Well, if you're going to register a

13 business, you have to be a resident or have a

14 resident visa. So I had to get a resident visa, and

15 in order to do that you have to have a sponsor.

16 Q And do you have any brokerage accounts?

17 A No.

18 Q Does Traffic Monsoon have bank accounts?

19 A Traffic Monsoon does, uh-huh.

20 Q And where are they? What institute?

21 A Just the Traffic Monsoon bank account is in

22 Chase Bank.

23 Q So you also have a personal bank account at

24 Chase?

25 A Yes.
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1 Q Okay. And the Dubai account for Traffic

2 Monsoon?

3 A That's right, but there's nothing in it.

4 Q Does Traffic Monsoon have a brokerage

5 account?

6 A No.

7 Q Let me ask you about my list of prior

8 entities.

9 A Uh-huh.

10 Q And I have AdHitProfits.

11 A Yeah.

12 Q Are you the -- were you the owner of

13 AdHitProfits?

14 A Yes. And it's still there online.

15 Q Anybody else own that business?

16 A No. Just me.

17 Q And can you describe what the business was?

18 A It's very similar to Traffic Monsoon. The

19 problem that we bumped into, like what I mentioned

20 before about customer retention and traction, is

21 after about three months customers kind of walked

22 away. So it also did the revenue sharing or profit

23 sharing. And when the revenue sharing slowed down

24 for people, there was less revenue to share. People

25 were screaming scam and fraud and things like that.
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1 And the Utah state securities division

2 actually investigated, and they went through the

3 entire thing and found, okay, yeah, he's not offering

4 any kind of security here with this. So they passed

5 it over to the consumer protection department, and

6 they looked through to see if maybe I had been

7 misrepresenting what I was offering, and they closed

8 their file as well.

9 Q When you were mentioning that the revenue

10 dried up, what was -- where was the revenue coming

11 from for AdHitProfits?

12 A Through advertising sales. So people

13 essentially decided not to use my services. There

14 were still many people who were, but the bulk of the

15 customers, they were walking away to use different

16 services.

17 Q Did the revenue include money people had

18 paid in to buy the services, then?

19 A So the money that we were sharing were

20 people buying services, right.

21 Q So AdHitProfits is still online, but is it

22 active?

23 A Yeah, it is. It still pays.

24 Q How many members did it have at its peak,

25 more or less?
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Page 22

1 A I think -- you know, it's been a while

2 since I've looked at those numbers, but it's around

3 40,000.

4 Q Do you have a sense of the total amount of

5 money that members put into AdHitProfits?

6 A I would have to look it up. I don't know.

7 Q I'm wondering why --

8 A And just to reword it is people don't put

9 money in, because that would denote that it's an

10 investment. And people have the clear description on

11 the website that it is a purchase of service, just

12 like you don't put money into Smith's store when you

13 buy groceries or buy a gallon of milk.

14 Q Sure.

15 A You're not putting money into your gallon

16 of milk, but you are buying a gallon of milk and

17 receiving the milk. And that's what AdHitProfits is

18 as well, is people aren't putting money in, because

19 it's not a deposit. It's nothing like that. It's a

20 purchase of service.

21 Q Okay. It's the money they put in to buy

22 whatever service it offers?

23 A Right. But they're not putting money in --

24 Q Oh. I keep saying --

25 A Yeah.

Page 23

1 Q Why do you think Traffic Monsoon has been

2 so much more successful than AdHitProfits?

3 A I think it's because the quality of the

4 services are a lot more. They're a lot better. And,

5 you know, I put those same kind of improvements into

6 AdHitProfits; but when you have customers who have

7 walked away, it's hard to get them to come back. And

8 so starting -- you know, releasing another business,

9 it's something new, it's fresh, and people are

10 attracted to new things. So I think it's because of

11 the services really have better quality to them. A

12 lot more effort has been put into it.

13 Q What services did it offer?

14 A AdHitProfits?

15 Q Right.

16 A Banner services, a directory listing, text

17 ads, traffic to the traffic exchange. It had --

18 still has, I guess, something called massive traffic,

19 which also displays ads on many different websites.

20 So a number of services.

21 Q So very similar to what Traffic Monsoon

22 offers?

23 A Yeah, absolutely.

24 MR. FROST: Is AdHitProfits considered a

25 competitor to Traffic Monsoon?

Page 24

1 THE WITNESS: No, I wouldn't say so. There

2 are some people who look at different traffic

3 exchanges as being in competition, but what I

4 generally tell people is that each traffic exchange

5 generally has a lot of the same customers using them.

6 Because people who really understand advertising,

7 they advertise using many different advertising

8 resources. So instead of looking at it as

9 competition, we're all coexisting in the same

10 industry.

11 MR. FROST: Would you advise someone to buy

12 services through AdHitProfits or Traffic Monsoon, or

13 both?

14 THE WITNESS: Both, I guess. I would

15 advise people to use NeoBux as well or Clixsense,

16 EasyHits4U, ilovehits. There's many different

17 websites that I've recommended people to use.

18 BY MS. OKINAKA:

19 Q And then I have another -- I came across

20 another entity called InfinityBux.com. Was that an

21 entity you formed?

22 A It is. It is. TviPtc was the first

23 pay-to-click website that I released. And after a

24 number of months, I think it was in July of that same

25 year, people were saying, wow, Charles, we love what
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1 you've made here; can you make us another? I was

2 like, sure, not a problem.

3 And at that same time I was going to LDS

4 Business College, and I was speaking with my

5 professor. He said, Charles, multiples, absolutely.

6 You should set up like six of these.

7 So I was like, hey, you know what, that's

8 good. Because I was making kind of barely enough

9 income to survive on with just one site. But if I

10 had multiple sites, then I could make a better

11 income.

12 Q Was InfinityBux a pay-to-click website?

13 A Yeah, uh-huh.

14 Q That's a yes?

15 A Yes, that's right.

16 Q What's its status?

17 A It's also closed.

18 Q So it's not active anymore?

19 A No.

20 Q How about BuxSecure?

21 A Same thing.

22 Q Is that yours?

23 A Yup.

24 Q Same type of business?

25 A Exact same, uh-huh.
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Page 26

1 Q Is it active?

2 A No.

3 Q You talked about TviPtc. How about

4 PowerfulBux?

5 A Same thing. Same exact business model,

6 exact everything. There were six, actually. There

7 were six pay-to-click websites. There was TviPtc,

8 InfinityBux, BuxSecure, PowerfulBux, ForeverBux --

9 Q I didn't have that one.

10 A -- and I can't remember the last one right

11 now.

12 Q I have BuxUnleashed.

13 A BuxUnleashed. That's the last one.

14 MR. FROST: And every one of these where

15 you say "bux," it's b-u-x?

16 THE WITNESS: Right. It's a common term

17 that -- within the pay-to-click website industry,

18 many of them end in bux, like NeoBux.

19 BY MS. OKINAKA:

20 Q How about Banrev.com?

21 A Yeah, that's mine.

22 Q That's yours. And same kind of business,

23 or different?

24 A Similar. Similar. It was me just trying

25 out another business model, seeing how that worked in
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1 the marketplace. It was also selling advertising

2 service.

3 Q Is it active?

4 A It's not.

5 Q How about Ultimate Power Boost?

6 A That as well, yeah. But again, with the

7 traction in the industry, it just didn't gain the

8 traction.

9 Q Same type of business?

10 A Similar, but not -- it was -- it wasn't

11 like a revenue sharing; it was commissions only.

12 Q Okay. Is it active?

13 A No.

14 Q WealthEngineX.com?

15 A That, again, was a commission base, but the

16 traction just wasn't there.

17 Q And we talked about U Launch Formula.

18 A Yes.

19 Q Any others that we haven't talked about?

20 A I can't recall any others at this time, but

21 I have them all listed on that website.

22 Q Oh, right.

23 I just had a few housekeeping matters for

24 you. You came in and spoke to us earlier on April

25 25th, correct?
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1 A Yes, that's right.

2 Q Voluntarily?

3 A Uh-huh.

4 Q And we tape recorded our conversation.

5 A Yes.

6 Q And so we may be asking you some of the

7 same questions today just to be thorough --

8 A Sure.

9 Q -- just to let you know that.

10 A Not a problem. If I could, could I explain

11 what happened with the pay-to-click websites?

12 Q Oh, yes, definitely.

13 A Okay. With those websites everything was

14 going great until about May of 2011, so just after

15 our year mark. And what happened was someone or a

16 number of people chose to create multiple fraudulent

17 transactions through PayPal. And because of the

18 large volume of fraud that came through, it increased

19 our chargeback rating to being more than 1 percent,

20 and so we lost PayPal. So they held the funds for

21 180 days, which made it difficult to pay people.

22 Q Is this the six sites that were all running

23 at the same time?

24 A Yeah. They all used the same PayPal and

25 the same Payza account. And what happened after that
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1 was we kept up with just maintaining the business

2 through Payza, but then Payza lost their credit card

3 processing in October, so sales were stopped.

4 So while we were waiting on those funds to

5 be released from PayPal, it was just going to take

6 way -- we just didn't have the money to pay people.

7 So people were complaining that I had scammed them.

8 They were, you know, circulating things that I had

9 done something wrong, but the truth was I hadn't done

10 anything wrong. It was just PayPal was holding onto

11 the funds, and I just couldn't pay people what they

12 had earned.

13 And then by the time that PayPal released

14 the funds, we got all of the money over into Payza

15 and everyone got paid instantly. And everything was

16 working great for another year and a half until

17 November of 2013, Payza was the only payment

18 processor that I was using; and what happened with

19 that is their funds that Payza was holding onto

20 inside of the United States was actually being stored

21 in a payment processor or money transmitter called

22 OvalPay. And OvalPay, they had their funds seized by

23 the Department of Justice.

24 And so what the Department of Justice did

25 is they took all that money from OvalPay, which meant
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Page 30

1 my balance inside of Payza was no longer backed up by

2 any money, because the government had taken that from

3 OvalPay. And so all of this you can Google search.

4 You can probably check in with the Department of

5 Justice that it's still unresolved.

6 So what basically had happened with those

7 pay-to-click websites, all of the money that belonged

8 to the members was actually now held by the

9 Department of Justice, because it was OvalPay. They

10 had lost their money transmitter licenses, and so

11 they had all of the money seized that was being held

12 which actually belonged to Payza, and Payza was

13 holding the money that belonged to my members.

14 Q Oh.

15 A So after displaying all of the news of what

16 had happened on those websites to all of the members,

17 for more than six months -- I don't remember exactly

18 how long, but I know it was probably close to a

19 year -- then it became time for me to either pay for

20 the renewal of the hosting and the domains and

21 everything on the sites or just close it down. And

22 since no one was logging in anymore, no one was using

23 the sites whatsoever, I said, you know what, why am I

24 paying to keep the sites up? So I just closed the

25 sites down.
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1 Q Do you know what the Department of Justice

2 action was about?

3 A It was I believe something to do with the

4 money transmitter licenses with OvalPay. I have no

5 idea what else. A lot of conflicting, confusing

6 information. But I've spoken with the owner of Payza

7 about it, and it seems to be something just -- some

8 kind of tricky something to do with the license

9 requirements, and they lost their transmitter

10 licenses.

11 Q So for the record I should ask you, is

12 Payza a payment processor?

13 A Yes. Payza is similar to PayPal.

14 Q And SolidTrustPay is also a payment

15 processor?

16 A Yup, that's correct.

17 Q So you're still using Payza. Are you

18 worried about something like this happening again?

19 A I was at first, but I have a very good

20 relationship with them, and they've explained to me

21 all that has happened and all what they have done to

22 protect themselves from ever having that happen

23 again. So I feel very confident using Payza.

24 MR. FROST: When did you start

25 AdHitProfits?

Page 32

1 THE WITNESS: AdHitProfits, I want to say

2 it was like April 6th or something like that, of

3 2013.

4 MR. FROST: About the time you were having

5 difficulties with the other websites, you --

6 THE WITNESS: No. The difficulties didn't

7 happen until November.

8 MR. FROST: But you didn't shut down

9 AdHitProfits?

10 THE WITNESS: Huh-uh.

11 BY MS. OKINAKA:

12 Q That's a no, right?

13 A Right, no.

14 Q And then as a housekeeping matter, I wanted

15 to talk about the large database you produced to us,

16 just to have it on the record.

17 A Okay.

18 Q So we asked you -- you produced a database

19 to us that I think is every transaction since Traffic

20 Monsoon was formed. Is that right?

21 A No. There's two databases that I sent. The

22 large one is every account balance in or out, any

23 kind of increase or decrease on an account balance

24 since the start. So it's not every purchase. But

25 the purchase -- I sent you a separate database table
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1 of pay-ins that shows the purchases.

2 Q Was that your very recent e-mail?

3 A No.

4 Q Oh. That was the first database you sent?

5 A Because there was a couple of different

6 databases with that e-mail that I sent.

7 Q So maybe I'm confused. I thought the first

8 database you had your programmer send us was the --

9 only a portion came through.

10 A There were more than one file including

11 that attachment. The one is the total balances, and

12 then the other one is the purchases. And I don't

13 know if that purchase is the one that was complete,

14 but I believe it is.

15 Q Can you describe the steps you took to

16 assemble that information and have it sent to us?

17 A Well, the first one, that was incomplete, I

18 logged into my database in the SQL, and there's an

19 option there to download or export the whole table.

20 And it was downloading and downloading and

21 downloading, and it said it was complete. And then I

22 realized, I think after sending it to you, that it

23 wasn't fully complete, because we were talking about

24 how many rows were in there. I was like, actually,

25 it should be a lot more than that.
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1 So I actually got a hold of my hosting

2 company and asked them if they could please help pull

3 that record for me. And then they pulled it, and

4 then they uploaded it for me to my own server. And

5 then I downloaded it and then sent it over to the

6 file sharing thing for you.

7 Q Was that Snoork --

8 A Yes, Snoork.

9 Q -- your web host?

10 A Uh-huh.

11 Q I had thought you used your programmer in

12 Russia to do that.

13 A No, not that time.

14 MR. FROST: When you say you downloaded it

15 to your own server, what is that?

16 THE WITNESS: Well, my hosting company,

17 their method of sending it to me was they pulled it

18 from their side and then put it on my server for me

19 to be able to download.

20 MR. FROST: When you say your server, you

21 mean -- do you have a standalone computer server

22 somewhere, or is it still your host?

23 THE WITNESS: The hosting company, what

24 they offer is hosting. So that's like file space.

25 But what I have are dedicated servers that no one
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1 else is sharing, just me. And so they put it onto

2 one of my dedicated servers.

3 BY MS. OKINAKA:

4 Q Those are servers at Snoork?

5 A Uh-huh.

6 Q Yes?

7 A That's right, yes.

8 Q Okay. So let's talk about Traffic Monsoon.

9 When was that formed?

10 A It was formed October 10th of 2014.

11 Q And are you the owner?

12 A Yes.

13 Q Does anyone else own any of it?

14 A No.

15 Q Why did you form Traffic Monsoon?

16 A Well, a few different reasons. One reason

17 was with AdHitProfits the sales had been dropping,

18 and I was to a point in my financial position where I

19 was working trying to promote it, trying to build the

20 business, trying to generate more customers, and my

21 income was dropping.

22 I also had customer service representatives

23 that I couldn't afford anymore, so I had to let them

24 go. And they needed work, so I said, you know what,

25 I recognize that you guys are in a financial
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1 situation. I'm running low. And unfortunately,

2 there was a payment processor I was using with

3 AdHitProfits called EZY Bonds, and they had stolen

4 about a half a million dollars from the company.

5 Q What are they called, again?

6 A EZY Bonds. E-Z-Y, and then Bonds,

7 B-o-n-d-s.

8 Q And they stole money --

9 A About half a million dollars from the

10 company. They had people wiring the money, and then

11 with that money they would be able to use that money

12 to make purchases on AdHitProfits. And then when

13 people would earn commissions or whatever, people

14 would make those requests through EZY Bonds to get

15 those commissions, but no one was getting paid. And

16 then when I asked for the money that they were

17 holding for my company to be sent to me, they

18 wouldn't send it, so they stole it.

19 Q How did you address that?

20 A I reported it to every known organization,

21 including the SEC. I reported it to pretty much

22 everywhere --

23 Q Did you file a lawsuit -- sorry.

24 A -- including the ASIC. And I retained an

25 attorney in Australia, and it would have just cost
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1 too much money. I didn't have that kind of money to

2 spend on that kind of a lawsuit, so I had to just let

3 it go.

4 Q So you were talking about how you came to

5 form Traffic Monsoon.

6 A So I was kind of basically in a position

7 where the income that I had been saving for my own

8 self, I made sure to keep that to back up the

9 members' earnings that had earned within AdHitProfits

10 so that they wouldn't suffer from what EZY Bonds did

11 to the company. And then I was basically in a

12 position where I was like, well, either I spend

13 someone else's money for my own living expenses or

14 I'm going to have to do something. So that's

15 basically what Traffic Monsoon was.

16 So there's been a number of people as well

17 requesting me to please release something new. So I

18 said, okay, that's what I'm going to do.

19 So throughout the whole AdHitProfits time

20 frame, ever since it was launched, I was noticing

21 things that I could improve, and I was improving

22 those things, but some of those improvements weren't

23 noticed by the members or by the customers. And so I

24 pretty much had formulated a much better business

25 plan that -- then I said, you know what, we can go
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1 ahead and release that, then, here with Traffic

2 Monsoon.

3 Q What were some of the things that you felt

4 you wanted to improve from AdHitProfits?

5 A One of those things is using outside

6 advertising resources to help deliver the traffic

7 through the traffic exchange and speed up the

8 traffic. And also, not only through the traffic

9 exchange but through the massive traffic.

10 Also, what I really wanted to do was focus

11 first on getting people into the traffic exchange

12 industry who were already involved in the industry.

13 With AdHitProfits there were people that got involved

14 at first that had no idea what a traffic exchange

15 was.

16 So with Traffic Monsoon, my primary focus

17 was making those connections with leaders and

18 business owners within the traffic exchange

19 industry -- list owners, other owners of different

20 traffic exchanges -- communicate with them, and then

21 use their services and see if I could get some kind

22 of discounts on their services.

23 Q Does Traffic Monsoon have any employees?

24 A Technically no employees, just freelancers

25 that are getting paid for providing service.
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1 Q What freelancers do you have? Like, what

2 roles do they have?

3 A Just answering support tickets and

4 reviewing advertisements, making sure there's nothing

5 pornographic or gambling sites, those types of

6 things. We want to keep that kind of stuff off the

7 site.

8 Q Does that include the people in your call

9 centers?

10 A So the call centers are -- I have a friend,

11 Ernie Ganz; he owns call centers both in Florida and

12 also in Philippines. So he's a friend of mine. And

13 he said, I can give you these services. He gives me a

14 price. He says, Charles, you're the only client that

15 I have that I don't have a contract with, because I

16 just trust you; I believe in you; I know you. And so

17 I pay him a monthly fee, and he provides the services

18 through his call centers.

19 Q Didn't you have a third call center that

20 you mentioned?

21 A There is. There is in North Carolina. Dave

22 Barker, he's also got a call center that he has set

23 up. And I pay him the same, a monthly fee. It's a

24 different fee than Ernie's because he has a different

25 number of staff that are there.
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1 Q Where does Traffic Monsoon have offices?

2 A Technically we don't have any offices, just

3 my home address.

4 Q And then the UK we already talked about?

5 A Yeah. And that's not really an office

6 where anyone can really go. It's just -- with Allied

7 Wallet they required me to have a registration in the

8 UK, and so -- I guess there are now people there

9 because their office was having people come in with

10 inquiries. So with Aamir Raja, I pay him 6,000

11 pounds a month to pay the people that are manning the

12 center there.

13 Q Can you explain what Allied Wallet is, for

14 the record?

15 A Allied Wallet is a credit card processor.

16 Q How did you capitalize Traffic Monsoon? Or

17 did you?

18 A What do you mean by "capitalize"?

19 Q All the money that you had to start it,

20 where did that come from? Or did you need any money?

21 A I didn't really need any money because it

22 really wasn't very expensive. I started with a

23 single server. It was a couple hundred dollars. And

24 I have a really good relationship with my programmer,

25 and so he gave me a good price on his work. And a

Page 41

1 lot of it was just a copy of AdHitProfits anyway.

2 So all of the programming work has been

3 done other than just some improvements that I wanted

4 to have him make. And so we built that up. It took

5 a couple of months for him to do the work, and then

6 we got it going.

7 Q Your programmer is in Russia, right?

8 A Yes, he is.

9 MR. FROST: What's his name?

10 THE WITNESS: His name is Alex Klilsh. I

11 can't remember how to spell his last name.

12 MR. FROST: And you were mentioning the

13 call centers. They answer questions from Traffic

14 Monsoon customers?

15 THE WITNESS: That's right.

16 MR. FROST: How are they trained?

17 THE WITNESS: They're trained -- first, I

18 train Ernie or I train Dave, and then he trains them

19 on how to respond to inquiries.

20 MR. FROST: Okay. Do they have -- did you

21 produce some kind of a script or some kind of a

22 booklet they can use?

23 THE WITNESS: There were templates that

24 were created for some of the common issues. And

25 through time, issues shift and they change, they
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1 develop into new ones. So they kind of created their

2 own templates and scripts to handle various different

3 issues, making it easier just to copy and paste and

4 get through tickets a little bit faster.

5 BY MS. OKINAKA:

6 Q So if somebody wants to find out about

7 Traffic Monsoon or purchase services, what is his

8 source of information?

9 A Probably the best source is the website

10 itself or video. Because I know there's a number of

11 people out there that don't really understand the

12 business and explain it sometimes a little bit

13 differently than what is actually on the website.

14 So I always recommend people to read

15 through the website, watch the videos. When people

16 sign up, there's actually a getting started link

17 inside the member area. But when you click on that,

18 it steps through how to get started, what Traffic

19 Monsoon is, how everything works.

20 Q And when you said "video streaming," videos

21 that you have made?

22 A Yes, on YouTube. Yes, the ones I have

23 made.

24 Q Okay. Were there -- did you produce any

25 like promotional materials, written materials, sales
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1 materials that talk about Traffic Monsoon?

2 A No, I haven't. No, I haven't. There's

3 just been some banners that have been made and the

4 landing pages that people can see when they log in.

5 There's the links on their main dashboard to the

6 landing page that just kind of goes over what people

7 are able to purchase on Traffic Monsoon, how they can

8 benefit. It's a traffic exchange. Talks about the

9 surf ratios, meaning you click through a certain

10 number of ads, and then you earn a certain amount of

11 credits that you can then use to promote your own

12 website.

13 So that's -- those landing pages and

14 banners are all that I've actually ever created.

15 Q And you see those if you're a member; is

16 that right?

17 A Or even if you're not, because they can use

18 those links on different websites to display the

19 advertisement or the banner.

20 Q Have we seen those? I don't know if we

21 have -- if we can look at those. Or can the public

22 just view them?

23 A Yeah. The public can, sure. I can give

24 you links to them, for sure.

25 Q Are they links from the Traffic Monsoon
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1 website?

2 A They are on the Traffic Monsoon website,

3 yes.

4 Q And what are they called?

5 A Landing pages --

6 Q Okay.

7 A -- and also banners.

8 Q That's what they show up as on the website?

9 A Yes.

10 Q Okay. Then we can find them.

11 A Sure.

12 Q So you talked a little bit about how you

13 get advertisers and members, how you started off by

14 contacting people who were involved in other traffic

15 exchanges. Is that right?

16 A That's right.

17 Q And how -- from there, how did you get the

18 members that you have and advertisers? Were there

19 other ways?

20 A Absolutely. Absolutely. Pretty much the

21 best way to grow a business is through massive

22 advertising. So not just talking with leaders, not

23 just talking with people, but I went to every single

24 traffic exchange I knew of, and I advertised Traffic

25 Monsoon there. And I went to every pay-to-click
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1 website that I knew of and advertised there as well,

2 just to help get the name out there. And I kept

3 those campaigns running constantly so people that are

4 involved in the industry, they see my brand basically

5 everywhere.

6 And then as more and more people start

7 using the services, then people would get out there

8 and start talking about the services with other

9 people, and that helps bring in more customers as

10 well because now you've got customer experience. They

11 can talk about, hey, this is actually good service.

12 They're like, oh, really? Let me try it.

13 So you've got more people actually using

14 the services, but I just try to stay out there as a

15 constant where people are seeing me everywhere.

16 Q Do you -- I guess other than that online

17 presence, do you recruit people personally one on

18 one?

19 A Well, I wouldn't say "recruit" --

20 Q Yeah. No, I --

21 A -- but I've never really -- I'm kind of a

22 shy person, so I don't really talk to people about --

23 I usually use the website to do the selling and just

24 send people to the website. I don't really have the

25 one-on-one other than just with some of the people
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1 that I knew inside the industry. Said, hey, I'm

2 releasing a traffic exchange; I'd love for you to

3 check it out and let me know what you think.

4 Q Are there in-person conferences in this

5 industry that you can attend to talk about --

6 A There are some people that are involved in

7 Traffic Monsoon who have decided to grow their

8 business by holding events or conferences. But those

9 aren't Traffic Monsoon, so to speak. Like, I'll go

10 and attend them to show my support, but they're not

11 put on by the company.

12 Q Is this similar to what you were telling us

13 when you came in earlier about events in other

14 countries that you've attended?

15 A Right. That's correct. Like, in Poland

16 there is a man there named Peter. He's been growing

17 his business. And he said, Charles, we would love to

18 have you out here so people can meet you. So I went

19 out there just to show my support of him, because his

20 efforts have been growing the business, and I wanted

21 people just to see who I am.

22 Q Did the attendees at events like that

23 include people who are not yet members of Traffic

24 Monsoon?

25 A I'm sure some of them are not yet members,
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1 absolutely.

2 Q And do you talk about what Traffic Monsoon

3 is and so forth at those?

4 A I do. I do. And sometimes I see some of

5 the descriptions of what people are saying is

6 inaccurate. So when I get up I clarify, this is how

7 this actually works, so just make sure to bear that

8 in mind. This is that; this is the other thing.

9 So I know that there are people out there

10 that are misrepresenting some of the things that are

11 being clearly outlined on the website. But whenever

12 I'm present or whenever I know of those things, I

13 make sure people are made fully aware that they need

14 to be explaining it correctly.

15 Q Have you been to events like that in the

16 U.S.?

17 A Just, actually, the first time a couple

18 days ago in New York.

19 MR. FROST: What kind of an event was that?

20 THE WITNESS: It was -- I don't know

21 exactly how to describe it. It was a business

22 meeting. Most of the people there -- in fact, I'm

23 pretty sure 100 percent of the people there were

24 already a member, already involved in using the

25 services. So I think a number of people there just
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1 wanted to have a chance to meet me and just have that

2 social aspect of being all involved in something

3 together and just kind of talk about things and ask

4 questions, especially since there's PayPal holding

5 onto funds.

6 People want to ask, what's going on; what's

7 happening; what's your plan moving forward. Or, we're

8 using Payza; here are some issues we want you to know

9 about so as you're working with Payza, you can let

10 them know of those issues. And then just people

11 asking general questions: Do you have plans of

12 releasing more services? Or whatever.

13 So it was just kind of an open question and

14 answer, helping people get to know us as well as

15 having a meal together.

16 MR. FROST: So how was it set up?

17 THE WITNESS: One of the members that's

18 involved, his name is Ian Bigg. He set up the event.

19 He organized everything. He set up the hotel. He

20 booked everything up and then invited people to come.

21 And then the people that were already involved, they

22 came. And he said, hey, everyone, Charles is coming.

23 First, he asked me, can you come to this? And I was

24 like, yeah, I'll come for that. I'll come and see

25 you guys.
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1 BY MS. OKINAKA:

2 Q Where was it?

3 A It was in -- I guess technically in New

4 Jersey. It was at a hotel, the Sheraton Hotel in New

5 Jersey. I'm trying to remember more details other

6 than that.

7 Q What town, city?

8 A Can't remember. It was like "Weegee"

9 something. I don't remember. It was weird. I can't

10 after --

11 Q Was it Weehawken?

12 MR. FROST: Weehawken.

13 THE WITNESS: Weehawken, yes.

14 MR. FROST: It's right on the river.

15 THE WITNESS: Yes. Beautiful view of the

16 city.

17 BY MS. OKINAKA:

18 Q Almost a better place to be to see New

19 York.

20 A You can see the Skyline. Yeah, it's

21 beautiful.

22 (SEC Exhibit No. 2 was

23 marked for identification.)

24 Q Okay, we're showing you what's been marked

25 as Exhibit No. 2.
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1 A Okay.

2 Q Do you recognize that?

3 A Yes, I do recognize it.

4 Q What is it?

5 A It's the front page of my website.

6 Q We printed this on April 25th, 2016. Do

7 you know if it's changed since that date?

8 A Definitely the number of visits delivered

9 has changed.

10 Q Sure.

11 A Definitely a lot more.

12 Q Do you have a sense what the number of

13 visits is currently?

14 A I know it's over 1.45 billion. I don't --

15 I could pull it up on my phone now if you want me to.

16 Q No, that's okay.

17 On the first page here it talks about Alexa

18 Rank.

19 A Uh-huh.

20 Q Can you explain what that is?

21 A Alexa Rank. Alexa is an Amazon-owned

22 company which gauges popularity of the websites that

23 are out there based upon how much visitors they're

24 receiving and how much traffic and how long their

25 visitors are on their website. And so the Alexa
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1 Rank, what you're seeing there is out of all of the

2 websites, the many millions of websites that exist in

3 the world, we're ranking above the 2,500 mark, which

4 is amazing, because probably within Salt Lake City

5 alone there's probably more than 2,500 people who

6 have websites. So out of all of the world having

7 that much rank of traffic means there's a lot of

8 visitors coming to the website.

9 Q And we talked about this when you came in

10 earlier, but I just wanted to have it on the record

11 today.

12 A Yes, that's right.

13 Q So what's shown here in this little graph,

14 it looks like the number of visitors is going down.

15 A That is correct.

16 Q Do you know why that might be?

17 A Well, generally in the pay-to-click

18 industry, a lot of pay-to-click websites actually

19 right now are having a bit of a downward turn. It

20 could be just seasonal or -- I don't know. There's --

21 some websites just have the ups and downs. But right

22 now in the pay-to-click industry a number of websites

23 are going down. Plus, Traffic Monsoon, we've been

24 working very hard because -- you probably noticed

25 this in the membership database that I sent -- within
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1 the United States there are some people who are

2 signing up who are actually not real people.

3 Q I don't know if I noticed that.

4 A You probably -- if you look through that

5 record, there's many e-mails that are similar or

6 names that are similar, information that's similar

7 because people are attempting to cheat, clicking

8 through the traffic exchange or advertising to their

9 websites. And they might use bot clickers to click

10 through and earn those credits, or they might click

11 on those cash links and earn money for free using

12 robots. And so we've been working very hard to

13 eliminate the fake traffic from the website.

14 Plus, with Traffic Monsoon we lost PayPal,

15 and so with that you lose a certain amount of your

16 customer base just with that alone, because a lot of

17 people, they prefer using PayPal compared with any

18 other payment processor on the Internet. So that

19 would definitely be one of the reasons why you're

20 seeing a drop in traffic to the website.

21 Q Although if they're using the bot clickers,

22 you'd think that would increase the traffic, wouldn't

23 it?

24 A It would. But we're getting really good at

25 stopping that kind of traffic.
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1 Q You're eliminating --

2 A Yes. We're reducing the bots. And one of

3 the things that we did was before people can click on

4 those cash links, they have to now upload an I.D. So

5 we want to make sure that we're identifying whether

6 these people are real people or not. Because we were

7 using IP addresses, and we've been using a number of

8 different other algorithms just to help catch people

9 who are using similar details and data and blocking

10 those types of people out. But they get more

11 sophisticated. The better that you get at blocking

12 them, the better they get at beating you. So it

13 becomes kind of a game of chess where it's like, ha,

14 got you, and then they overcome you, and then you

15 have to beat whatever it is they've come up with to

16 avoid the detection that they're just not a real

17 person.

18 Q This is off the subject, but is it you

19 who's doing this, for example, trying to eliminate

20 the robots?

21 A Me and my programmer both. We come up with

22 different ideas. Sometimes he comes up with some;

23 sometimes I come up with some.

24 Q It's hard to understand how you can run

25 this thing all by yourself.
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1 A I get that a lot.

2 Q On the next page of Exhibit No. 2 --

3 A Okay.

4 Q -- that you have there. So it says 3.18

5 members total.

6 A Uh-huh.

7 Q Here's this term "members" that we spoke

8 about at the beginning. So does this figure include

9 free and -- free members --

10 A Free and paid.

11 Q -- and advertisers?

12 A Yeah. Free, paid members, advertisers. It

13 includes everybody who has ever signed up, including

14 those fake ones.

15 Q Okay. And I think you mentioned when you

16 came in earlier that most of the members are free

17 members. Is that right?

18 A That is correct, yes.

19 Q Do you have a sense currently of how many

20 are free and how many are paid?

21 A The last time I checked, it was about

22 162,000 are paid. They've purchased something from

23 the website.

24 Q That's how you define paid?

25 A Yes.
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1 Q And they could be any of the products

2 that --

3 A Any of the services that are offered,

4 uh-huh.

5 MR. FROST: And that includes the

6 pay-per-click people?

7 THE WITNESS: Anyone who's purchased any

8 service would show up as a paid individual, yeah,

9 someone who has made a purchase.

10 MR. FROST: Of the 162,000, how many are in

11 the U.S., approximately?

12 THE WITNESS: I don't remember. I sent

13 that number to you. I think it was -- was it 14,000?

14 BY MS. OKINAKA:

15 Q 14,000, yes.

16 MR. FROST: Okay. So that's about the same

17 number.

18 THE WITNESS: Yeah.

19 MR. FROST: Is most of your growth coming

20 from outside of the U.S.?

21 THE WITNESS: That is correct. Uh-huh,

22 yes.

23 BY MS. OKINAKA:

24 Q Do you know in what countries?

25 A I've got a list of it in my back office. I
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1 could send you that report if you would like.

2 Q I don't know if you need to. But we can

3 ask you for it later.

4 A Sure.

5 Q Yeah, okay. We'll take it.

6 MR. FROST: If you have it.

7 THE WITNESS: Sure. Yeah, absolutely.

8 BY MS. OKINAKA:

9 Q In these other countries, do you use other

10 domains besides TrafficMonsoon.com?

11 A Traffic Monsoon?

12 Q Do you have different websites or domains

13 for different countries?

14 A No.

15 MR. FROST: Like Traffic Monsoon --

16 THE WITNESS: -- dot FR for French?

17 MR. FROST: Yeah.

18 THE WITNESS: No. They're all just using

19 the dot-com.

20 BY MS. OKINAKA:

21 Q Are you using different payment processors

22 in foreign countries?

23 A No. Just using all of the same for

24 everybody.

25 Q Also, on the second page of Exhibit No. 2,
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1 at the very bottom you're talking about the business.

2 And you say, "There is truly no risk to our revenue

3 sharing plan, because the quality of advertising

4 services you're paying for outweigh the price."

5 Can you explain your basis for saying that?

6 A Sure. Basically looking at the services

7 that we offer, people don't -- they don't feel a risk

8 when they're buying services on EasyHits4U. If

9 they're going to spend $5.95 on EasyHits4U for a

10 thousand credits or go to ilovehits and spend $10 for

11 a thousand hits or go to any of these number of

12 different traffic exchanges, they're not looking at

13 it as a risk, they're looking at it as an advertising

14 purchase. So that's why I say there's no real risk

15 here. You're buying a service.

16 So I wanted to clearly identify what people

17 are buying here is the same exact services that

18 they're buying on other traffic exchanges. The only

19 difference is we'll actually allow you to qualify and

20 share in the revenue that's generated from the same

21 sales of the same services that they're getting from

22 anywhere else.

23 Q So you're saying that they can see, I'm

24 buying a gallon of milk; I know the price is this;

25 the price at other places is that?
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1 A Yeah, exactly.

2 Q So in that sense there isn't --

3 A Right. You don't feel like a risk when

4 you're buying milk, because it's not an investment.

5 MR. FROST: Okay. You mentioned -- what

6 was it? Easy Hits?

7 THE WITNESS: EasyHits4U.

8 MR. FROST: Okay. How is what you offer

9 better quality than what they're offering?

10 THE WITNESS: I'd say it's exactly the same

11 service. What's going to make it a different quality

12 is their visitors are only their own. I'm using

13 other traffic exchanges and pay-to-click websites to

14 help deliver the visitors. Also, their banner

15 services are impression-based, where my services for

16 banners are per-click-based.

17 BY MS. OKINAKA:

18 Q So I don't understand what impression-based

19 is.

20 A So impression is when -- it's just a

21 display. And so if you are spending let's say five

22 dollars for a thousand displays, those thousand

23 displays can go by fast. And then before you know

24 it, your five dollars has been spent, you didn't get

25 a single click on your banner, and you can feel like
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1 you just lost five dollars and didn't get really

2 anything for it other than it did display the banner

3 that you wanted to display.

4 What Traffic Monsoon is offering is instead

5 of display advertising, it's pay-per-click, like what

6 Facebook or Google offer, is that your ad will

7 continue to display until it gets the clicks that you

8 paid for. That way you're actually getting

9 something, I feel like.

10 Q You know they at least had to click on it?

11 A Right. That's correct.

12 MR. FROST: Are those ads some of the ads

13 that appear on the Traffic Monsoon website that

14 members can click on?

15 THE WITNESS: Through the traffic exchange?

16 MR. FROST: Yes.

17 THE WITNESS: Those are -- if you're

18 looking at the second -- actually, third page, the

19 traffic exchange credit purchases are on the left. So

20 that would be the thousand visitors for 5.95. So

21 those are the visitor credits within the traffic

22 exchange. So when people are clicking through the

23 traffic exchange, they would be using up those

24 credits that someone else might have purchased.

25 MR. FROST: Okay.
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1 THE WITNESS: But the banner clicks, those

2 are completely separate. It's a different service.

3 MR. FROST: The banner credits, then, don't

4 show up on the Traffic Monsoon -- if I'm a member of

5 Traffic Monsoon and I have to click ten ads, am I

6 clicking on the ads that you just talked about?

7 THE WITNESS: Through the traffic exchange.

8 So you wouldn't be clicking people's banners but

9 you'd be clicking through the traffic exchange.

10 MR. FROST: Where would the banners be

11 displayed?

12 THE WITNESS: On just about every single

13 page, and also on our Ads Plan page -- or not Ads

14 Plan, but Ad -- let me see if it's got it on this.

15 BY MS. OKINAKA:

16 Q We have other pages from your website, too.

17 If you want us to print it, we can.

18 A Okay. It's the web exposure page -- or it

19 might say ad exposure. I don't remember which term I

20 went with, but I think it's ad exposure or web

21 exposure.

22 Anyway, so when you click on that, it has

23 all of these banners and text stats that are on

24 rotation, as well as we have rotators that are

25 displaying people's websites on other traffic
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1 exchanges. Banners display up there. Banners

2 display on the main member dashboard when people log

3 in. So if they're logging in, then right in their

4 face are other people's advertisements right in front

5 of them.

6 MR. FROST: All right. So it's not ads

7 that they have to go outside your network to view?

8 THE WITNESS: They wouldn't. But people --

9 like I said, with the rotator link, I'm using that

10 link on other traffic exchanges and websites. Also,

11 I'm using that web exposure page on other traffic

12 exchanges and pay-to-click websites, so that exposure

13 is being displayed in front of people who are on

14 other traffic exchanges and pay-to-click websites.

15 Even if they're not logging into Traffic Monsoon,

16 they'll see those advertisements.

17 MR. FROST: Okay.

18 BY MS. OKINAKA:

19 Q So can you explain again what the -- on

20 this third page what the traffic exchange credit

21 purchases are? This is your ability to buy visitors

22 to your website; is that right?

23 A That is correct. With the traffic

24 exchange, what you can do is you can click through

25 the traffic exchange and earn visitor credits for
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Page 62

1 free by simply visiting other people's websites. And

2 that's what you can do on Traffic Monsoon, too. And

3 just like any other traffic exchange, there are

4 people who say, you know what, I want a thousand

5 visitors to my website, but I don't want to visit

6 2,000 people's websites to do that.

7 Q I'd rather just pay --

8 A I'd rather just pay the $5.95 and get the

9 visitors.

10 Q So this 1,000 visitor credits for $5.95

11 that's on this third page of Exhibit 2, is this the

12 same service that's part of what you get when you buy

13 an ad pack?

14 A It is, yes.

15 Q And then on the right it talks about

16 Monsoon Traffic packages. And what's that?

17 A What that is is -- the difference --

18 traffic exchange is going to deliver visitors from

19 both within Traffic Monsoon and outside. The Monsoon

20 Traffic packages are only going to deliver traffic

21 outside of Traffic Monsoon.

22 Q To outside?

23 A Right. So if someone has desire, let's

24 say, even to promote Traffic Monsoon, they can spend

25 five dollars and have 2,500 visitors go to their
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1 Traffic Monsoon referral link if they want, because

2 it won't be displayed to anyone who's already a

3 member of Traffic Monsoon within Traffic Monsoon. It

4 would be on like NeoBux or Clixsense or EasyHits4U.

5 It will be displayed on outside advertising

6 resources.

7 MR. FROST: Why is that less expensive?

8 THE WITNESS: It's because I wanted --

9 well, I have good discounts through these other

10 websites. And also, I wanted that to be a more

11 popularly used service instead of using the credits

12 within the traffic exchange. I wanted people to

13 surf. See, if people can surf and get -- how do I

14 explain this better? It's -- if people can buy

15 credits through the credit -- or the traffic exchange

16 cheaply, then where's the encouragement to surf? So

17 I want that to be the more expensive service because

18 I want people to prefer surfing, because we need to

19 deliver the traffic. Does that make sense?

20 MR. FROST: Deliver the traffic to members?

21 THE WITNESS: Right, through the traffic

22 exchange.

23 MR. FROST: Okay. And you mentioned that

24 you're able to purchase at a discount. Does that

25 mean you buy the clicks from these other services at
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1 a discount?

2 THE WITNESS: I'll buy in bulk. So the

3 main buyers, they generally might buy the thousand

4 visitors for 5.95 kind of a thing. But if I'm buying

5 50,000 visitors for the 229.95, for example, then if

6 someone's only getting a thousand visitors, I'm

7 getting 50,000. And the dividing through, I'm then

8 generating a profit margin on that purchase.

9 MR. FROST: So the outside visitors, the

10 ones that are 2,500 visitors for five dollars, are

11 those all credits you will purchase through other

12 websites?

13 THE WITNESS: Right. So when people are

14 spending five dollars to get 2,500 visitors, what

15 I'll do is, for example, go to NeoBux and spend $550

16 on a million visitors. But the average visitor

17 there, they might be spending five dollars for 2,500

18 visitors as well. But when I have the larger bulk

19 purchase, I'm getting the discount.

20 MR. FROST: And that's where some of the

21 profit comes from that you're sharing, then?

22 THE WITNESS: That's right.

23 BY MS. OKINAKA:

24 Q Are you good? Do you want to take a break?

25 A I'm fine.
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1 Q Okay.

2 (SEC Exhibit No. 3 was

3 marked for identification.)

4 Q I'm going to show you Exhibit 3. It's from

5 another part of the Traffic Monsoon website, the

6 frequently asked questions.

7 A Okay.

8 Q Just have a few questions about this.

9 Who wrote this?

10 A I did.

11 Q I can't see what date you printed this off,

12 but has it changed recently?

13 A No, it has not, unless it was to remove

14 PayPal from --

15 Q I saw that.

16 A Yeah.

17 Q It does -- it says Payza, I think.

18 A Okay.

19 Q Oh. There's a very small number up at the

20 top. So May 16th was when I printed it.

21 A Okay.

22 Q So it probably hasn't changed, Do you

23 think?

24 A Probably not, no. Hasn't changed in

25 months.
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Page 66

1 Q So you have a section here on the first

2 page -- is Traffic Monsoon a HYIP, H-Y-I-P --

3 A Uh-huh.

4 Q -- on the pyramid scheme or illegal. And

5 you say, "Traffic Monsoon offers quite a lot of

6 advertising services of the highest possible quality

7 and delivers them quickly. When people buy these

8 services, their revenues are held by the company."

9 So does that include the $50 people spend

10 to buy the advertising ad pack?

11 A It includes every service; and just like

12 what it says at the top there, "This is not an

13 investment site...in any way, shape, or form." It's

14 not what we're doing.

15 Q Can you explain that?

16 A Can I explain that it's not an investment?

17 Q Well, the reasons why you say it's not an

18 investment site.

19 A The reason I said that is because people

20 were asking whether this was an HYIP, which is a

21 high-yield investment plan type of a site. And I

22 wanted to make sure that people recognized that we're

23 a traffic exchange. We're not one of those types of

24 deals. And I don't want anyone to ever treat it like

25 one of those types of deals.
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1 We do sell advertising. We allow people to

2 surf in our traffic exchange, earn free advertising

3 credits. But if people have purchased an ad pack,

4 then we want to be able to share the revenue with

5 them as they qualify. So it's a reward for active

6 surfing. So it's not an investment.

7 Q The profit sharing is a reward?

8 A Right. It's just a reward saying, you know

9 what, you've surfed -- you know, like with

10 EasyHits4U, for example, if you've surfed a number of

11 ads, then you get 25 cents or you might get this

12 extra credit pack or whatever. I just figured it

13 seemed to be a good idea, since these people are

14 actually surfing, to actually give them a portion of

15 the sales revenues that are generated for the ads

16 that they are surfing.

17 Q So it talks about how the business works.

18 It mentions on the second page, you'll receive 10

19 percent commissions when someone you refer buys a

20 true and legitimate advertising service.

21 A That is correct.

22 Q Can you describe how that works?

23 A So let's say, for example, you need

24 visitors to your website. And I say, look, Traffic

25 Monsoon, you can get a thousand visitors to your
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1 website for 5.95. And then you're like, wow, really?

2 And I can give you my referral link, you can sign up,

3 and then you can make a purchase. When you complete

4 that purchase, I'll get 59 cents commissions.

5 Q 10 percent?

6 A 10 percent commission, uh-huh.

7 Q If I buy -- so the commission is based on

8 the amount of services the person I referred buys

9 from Traffic Monsoon; is that right?

10 A Right. So if I'm referring someone to use

11 the service and they like it and they continuously

12 use it, then I'll continuously get commissions from

13 every single purchase of the service that they ever

14 make.

15 Q Okay. So that was going to be my next

16 question. So say I buy an ad pack for $50. Time

17 goes by, and my revenues reach 55. I decide to leave

18 the money in Traffic Monsoon and to buy ad packs. Is

19 a 10 percent referral paid on that?

20 A So, yes. People can use their account

21 balance to make additional advertising purchases,

22 absolutely. And each time that there's that

23 purchase, then the 10 percent commissions are

24 rewarded to the referring sponsors.

25 Q So you'll always be my referring sponsor?
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1 A That's right.

2 Q Okay. You mentioned too that it's a single

3 level commission structure?

4 A That's correct.

5 Q Can you explain that?

6 A What that means is if I refer you to buy

7 advertising services on Traffic Monsoon, and then you

8 might refer Scott, I won't benefit from Scott's

9 purchases at all. You'll get the 10 percent

10 commissions, but I'll receive no commission for those

11 purchases. So it's not multilevel, it's just a

12 single level referral commission.

13 Q We're going to talk about the ad packs

14 later, but I wanted to ask you about a couple things

15 in here.

16 MR. FROST: You mentioned earlier after we

17 looked at the Exhibit No. 2 where -- I think it's on

18 the third page -- the visitor credits -- for a

19 thousand visitor credits it's 5.95. How much do

20 banner ads cost? Is that somewhere else on your

21 website?

22 THE WITNESS: It's on the Ads Plan page.

23 And it talks -- it explains that it's 25 cents per

24 click, or 50 cents per click if you do the country

25 targeting.
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1 MR. FROST: Oh, okay.

2 (SEC Exhibit No. 4 was

3 marked for identification.)

4 BY MS. OKINAKA:

5 Q Here's Exhibit 4. And it's from your

6 website, a portion regarding ad plans, and it was

7 printed on April 25th of this year.

8 A Okay.

9 Q Do you know who wrote this?

10 A I wrote it.

11 Q Has it changed since this date, April 25th?

12 A No.

13 Q I meant to ask you about these three --

14 well, with regard to your entire website, did you

15 have any advice from a lawyer or any other kind of

16 professional to do that?

17 A Never.

18 Q Let's see. So we were talking about the

19 cost of the banner ads.

20 A I guess I did. Dennis Burke, he was an

21 attorney. He was retained because we lost PayPal and

22 they're holding onto the funds. And so one of the

23 things I asked him to do is review the business,

24 whether it was -- if we had been doing anything

25 illegal or anything. And he checked through it and
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1 he said, "I don't see anything wrong with it."

2 Q When was that?

3 A That was in -- I want to say March or

4 April -- March.

5 Q Of this year?

6 A Uh-huh, yes. I think I paid the initial

7 retainer in February, but I was asking him about

8 whether it was legal and everything in March, I

9 believe. Maybe April.

10 MR. FROST: Did he give you some kind of an

11 opinion letter or any kind of a memo describing what

12 his opinion --

13 THE WITNESS: No. It was just over --

14 verbally over a conference call.

15 BY MS. OKINAKA:

16 Q Was the client you or Traffic Monsoon,

17 or --

18 A I guess either way. I'm the same.

19 Q If we wanted to talk to Dennis about your

20 conversation, would you -- you would be waiving the

21 attorney-client privilege on behalf of the company,

22 though.

23 A Sure, I can do that.

24 Q Okay. Well, we'll let you know when we do

25 that.
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1 A Okay.

2 Q So the first thing you have on Exhibit 4

3 here after "Philosophy" is "Cash Links." And I know

4 we keep asking you to explain the different aspects

5 of your business, but can you explain how this works?

6 A Sure. What cash links are is just how it

7 says, that they're pay-to-click links. And what

8 pay-to-click basically is is there's an advertiser

9 who has purchased visitors to their website, and then

10 the visitor actually gets paid to visit that website

11 from the money that was spent for the visitor. So

12 that's where it says basically one dollar is 50

13 visitors. So it breaks it down, saying that when you

14 divide that one dollar by 50 visitors, that's each

15 visitor's two cents in value. One penny goes to the

16 clicker and one penny goes to the person who referred

17 the clicker.

18 Q It speaks now and then about member

19 dashboards. And what is that?

20 A The dashboard is when someone just barely

21 logs in. It's just a main member page once when they

22 log in. It's not any of the menu options that they

23 go into. It just shows their statistics from their

24 account, whatever it is.

25 MR. FROST: Maybe I'm missing this; but it
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1 talks about the pay-per-click, and the one dollar

2 equals -- or one dollar is 50 visitors. Who pays the

3 one dollar?

4 THE WITNESS: The advertiser. So someone

5 who wants visitors to their website.

6 MR. FROST: So in your case, who pays the

7 dollar?

8 THE WITNESS: So, for example, on that

9 sheet that I showed you, the sales of all of the

10 different services, cash links -- when people are

11 buying the cash links, that's what they're buying is

12 this service. And so they can select how much -- the

13 lowest transaction -- someone, I guess, discovered

14 you could enter a decimal and go down lower than a

15 dollar. That wasn't programmed in, but each visitor

16 is divided up for the dollar. And then 50 visitors.

17 MR. FROST: So you sell them and you buy

18 them?

19 THE WITNESS: So I sell them -- and this is

20 a different service from the traffic exchange. So

21 when people are logging in, just like what it says on

22 the dashboard. So when you log in, on the dashboard

23 there's a button. And originally it was all of the

24 cash links that people could click. It would say,

25 claim one penny here, claim two pennies, or claim
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Page 74

1 half a penny, you know, whatever the amount to claim

2 is.

3 But what we've discovered for optimization

4 reasons is so many people who were logging in were

5 accessing information on their dashboard but not

6 needing to see those cash links. And each time those

7 cash links were loaded, it caused a lot of extra load

8 on the database and on the server. So we put those

9 cash links on their own page.

10 So when you log in, there's a button that

11 says click here to go to the cash links. So that's

12 what it's talking about here. So when they log in,

13 they'll see the button to go to the cash links. Then

14 each of the links, when they click on it, they can

15 claim a penny. And that penny is coming from the

16 person who has purchased a service in of itself.

17 BY MS. OKINAKA:

18 Q And that could be someone within Traffic

19 Monsoon or --

20 A In their account balance. So it could be

21 anybody, but they do have to sign up. Just like with

22 Google advertising, you have to sign up for Google to

23 use Google advertising. So with Traffic Monsoon, you

24 have to sign up to create an account, and then you

25 can make a purchase for advertising if you want.
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1 MR. FROST: So if we look at the third page

2 of Exhibit 4 where you talk about the services -- and

3 we'll go into more of this later.

4 THE WITNESS: Okay.

5 MR. FROST: But the pay-per-click banner

6 ad, that's where people would pay to have visits to

7 their website; and then what we have on the first

8 page is people visiting the website and getting paid

9 to visit it?

10 THE WITNESS: Right. That's correct. So --

11 BY MS. OKINAKA:

12 Q Those are the two sides of that.

13 A So there's a few different reasons for that

14 is with incentive clicking, people are just clicking

15 because they want to get paid. And there's actually

16 really great results with that. I advertise that way

17 myself, and that's one of the reasons I've been able

18 to grow the business as large as it is because I've

19 used that kind of advertising resource on other

20 pay-to-click websites. But there are some people who

21 are wanting more results and not have to spend as

22 much for those same kind of results.

23 So with pay-per-click, people generally

24 don't click on a banner or text ad unless they're

25 interested in what it is that they're seeing in the
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1 banner or interested in the content that's written in

2 the text ad. So those text ads will keep displaying

3 and displaying and displaying until someone's like,

4 hey, you know what, that's exactly what I'm looking

5 for. They'll click, and those visitors are worth

6 much more than the visitors of someone just click and

7 click, click, click, click through. Because even

8 though there's results there, they'll get a lot more

9 visitors that way. So it's just another advertising

10 service.

11 MR. FROST: Okay.

12 THE WITNESS: But I hope that

13 differentiates what the difference is.

14 MR. FROST: No, I appreciate that, because

15 that does help explain it.

16 And then under the services on the third

17 page still, you talk about the pay-per-click

18 campaigns are 25 cents per click and then 50 cents a

19 click if you specify a country.

20 THE WITNESS: That's right.

21 MR. FROST: Are those the banner ads that

22 we were talking about?

23 THE WITNESS: So people can purchase banner

24 advertising as well as text ads, and they're both

25 pay-per-click.
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1 MR. FROST: So if someone buys an ad pack

2 that includes a thousand clicks and 10 banner clicks,

3 these are the banner clicks that they get?

4 THE WITNESS: Well, it's -- actually,

5 they're rewarded 20 clicks.

6 MR. FROST: Oh, 20.

7 THE WITNESS: So 20 click credits with an

8 ad pack and then a thousand visitors through the

9 traffic exchange.

10 MR. FROST: It would be 20 clicks at 25

11 cents or 20 clicks in a specific country?

12 THE WITNESS: It could be both.

13 BY MS. OKINAKA:

14 Q But they're different prices.

15 A Uh-huh. But that's what they're getting

16 with their ad pack is it's a combination of the

17 services.

18 MR. FROST: So are they getting half of one

19 and half of the other, or -- I mean, I'm just

20 wondering, if you get 20 clicks to your banner, which

21 one would you be getting?

22 THE WITNESS: Well, what I was looking at

23 here is if people are buying the services anywhere

24 else, let's say on Facebook, what's the actual value

25 of the click? People are paying two dollars, three
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Page 78

1 dollars, four dollars on Facebook to get a click for

2 whatever it is that they're servicing on Facebook.

3 So what I looked at is, okay, I want to

4 give a lot of value, so 20 clicks plus a thousand

5 visitors in the traffic exchange. And I thought,

6 well, what I want to do is create a discount where

7 people aren't going to get it through this ad pack; I

8 want to actually create an even lower price. So what

9 some people have done is like what you just did is,

10 if you're selling these lower price, then why is it

11 higher within the ad pack? What I do is I had the

12 value there but created a lower cost for people who

13 want to buy it separately.

14 MR. FROST: Okay. And I'm not trying to

15 dispute the value of the ad pack.

16 THE WITNESS: Sure.

17 MR. FROST: I'm just trying to understand

18 which one of --

19 THE WITNESS: But you're right; it would be

20 the traffic exchange visitor credits and then the

21 banner ad campaigns, the pay-per-click. So they're

22 getting a combination of those services with the

23 sharing position when they buy an ad pack.

24 MR. FROST: Okay. It could be either 25

25 cents or 50 cents per click; it could be country
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1 specific or not?

2 THE WITNESS: Right, uh-huh.

3 BY MS. OKINAKA:

4 Q So if I buy an ad pack and I want the

5 country-specific and Scott buys one and he wants the

6 25-cent one, then I feel like I would be getting more

7 value.

8 A Actually, now that I think about it, with

9 the ad pack it's not country targeted.

10 Q It's 25 cents per click. Okay.

11 A So you're getting non-country targeted. But

12 you're not paying 25 cents per click, you're just

13 getting 20 click credits.

14 MR. FROST: Right. So the only way you can

15 get this low of a price --

16 THE WITNESS: -- is to buy it outside the

17 ad pack.

18 MR. FROST: Okay. That makes sense.

19 BY MS. OKINAKA:

20 Q I guess since we're on page 3, we're going

21 to go through these boldfaced services. And you

22 talked about the first two, right?

23 A That's right.

24 Q And what is the traffic exchange start

25 page?
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1 A When someone starts surfing the traffic

2 exchange, they'll see a page first. That's their

3 start page. And so this is the very beginning of

4 someone's surf day. So people are much more alert.

5 It's the very first page they're seeing, so that is

6 sold as a service separately.

7 Q So I can buy -- then people see my page

8 first?

9 A That's right.

10 MR. FROST: And just to clarify, the cash

11 links from the first page of Exhibit 4, they're not

12 part of their sharing services?

13 THE WITNESS: Right. That's correct.

14 MR. FROST: So any revenues that come in

15 from cash links --

16 THE WITNESS: -- are completely not related

17 to what's being shared through revenue sharing.

18 That's correct.

19 MR. FROST: Okay.

20 BY MS. OKINAKA:

21 Q Oh, all right. So this list on the third

22 page of Exhibit 4, are these the services from which

23 profits are shared --

24 A That is correct.

25 Q -- if you're in the profit sharing
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1 position?

2 A Right. That is correct.

3 Q Okay. And what are traffic exchange credit

4 purchases?

5 A That would be what we were looking at in

6 Exhibit 4.

7 Q This one we've got now?

8 A Let's see.

9 Q Exhibit 2?

10 A On page 4 of 7.

11 Q Okay. This is the visitor credits that I

12 can buy if I don't want to click -- earn them by

13 clicking?

14 A That's correct.

15 Q Okay. What is the Monsoon Traffic package?

16 A That would be also on that same page of

17 Exhibit 4, starting at the bottom of page 4 --

18 Q Okay. Oh, we talked about those.

19 A -- and continuing on through page 5.

20 Q Got it. And what are login ads?

21 A Login ad is -- when people are logging into

22 the website, there is a website that comes up on

23 display. So everyone sees that when they're logging

24 in, so that's what a login ad is.

25 Q On the -- we're thinking we'll finish with
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Page 82

1 this exhibit and then maybe take a break. Sound

2 good?

3 A Okay.

4 Q Just going back to the page before, page 2

5 of Exhibit 4.

6 A Page 2 of Exhibit --

7 Q It talks about sharing.

8 A Yes.

9 Q It says "Only one of the services we offer

10 includes a revenue sharing position." And which

11 service is that?

12 A That's the ad pack.

13 Q Okay. That's the $50 --

14 A That's right. That's what it says here is

15 that "when you purchase an AdPack combo advertising

16 campaign for $50, you'll receive 20 clicks to your

17 banner, 1,000 traffic exchange credits, and a revenue

18 sharing position."

19 Q And as you said, the revenue that I'm

20 sharing in is coming in from the services listed on

21 the following page?

22 A That's right. That's correct.

23 MS. OKINAKA: We'll go off the record and

24 take a break.

25 (A brief recess was taken.)
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1 (Whereupon, at 11:35 a.m., a luncheon

2 recess was taken.)

3 A F T E R N O O N S E S S I O N

4 BY MS. OKINAKA:

5 Q So we're back on the record at 12:34. And

6 while we were taking a break, we didn't talk about

7 this case, did we?

8 A No, we did not.

9 Q Just some miscellaneous questions for you

10 before we go on. You mentioned that you have

11 contacts, or you're friendly with people at Payza and

12 SolidTrust?

13 A That's right.

14 Q Do you have the names of those people that

15 are your contacts there?

16 A With Payza, Firoz Patel. And SolidTrustPay

17 is -- I remember I froze up on her name last time.

18 Q That's all right. Well, maybe you can --

19 do you have it in your phone? Maybe when we take

20 another break, you could take a look.

21 A Yeah, I do. Stella. That's her name,

22 Stella.

23 Q Well, and if you have phone numbers for

24 them and want to check them --

25 A I reach them on Skype.
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1 Q Oh, okay. So you don't have a phone

2 number, then?

3 A Not for Stella. For Firoz Patel I do now.

4 Q Do you remember Stella's last name?

5 A No, huh-uh. I only know her by her first

6 name. I could probably look it up. Might be on her

7 Skype.

8 Q Okay.

9 A Just -- her name is Stella.

10 Q Okay. Do you have a phone number for her?

11 A It's a Skype username.

12 Q No, that's okay.

13 A Okay.

14 Q Let me show you -- oh, well, I just wanted

15 to ask you briefly about Snoork again.

16 A Okay.

17 Q I know we talked about that when you came

18 in before. But it's your web host; is that right?

19 A That's right. They're a hosting company.

20 Q And what data does it host?

21 A Everything with my website, yeah.

22 Q And does it also host any back office

23 administrative data that you have?

24 A Well, what it is is when you have a server

25 that contains everything. So when I log in to my
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1 site, I am accessing a -- the information that's in

2 the database is in their servers.

3 Q Uh-huh. So do you have -- you have an

4 admin panel, don't you?

5 A Yes, I do.

6 Q What do you see on there?

7 A When I log in, I can see all of the

8 members; I can see what their balances are; I can

9 look at their addresses, phone numbers, the

10 information that they've entered. Pretty much

11 anything. I can see everything except for certain

12 things that I didn't think about having my programmer

13 ask. So that's when I just have him build something

14 in if I need to have him pull records or whatever.

15 Q I think we talked about this before, too,

16 but I think you said you don't keep financial

17 statements as such for Traffic Monsoon. Is that

18 right?

19 A Like, what kind of statements?

20 Q Like a balance sheet and an income

21 statement.

22 A It's all in the database, so it's all saved

23 in that cash table. So everything that's in--out,

24 it's there. And then the payments coming in for

25 purchases of service are on that pay-ins table.
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1 Q The thing you sent us for the data since

2 December?

3 A Uh-huh.

4 Q Okay. Yeah, we have that to show you also.

5 And you don't keep your -- so you don't use an

6 accounting software like QuickBooks or anything?

7 A No. Too much data. It wouldn't fit.

8 Q Yeah.

9 Let me show you Exhibit 5.

10 (SEC Exhibit No. 5 was

11 marked for identification.)

12 A Okay.

13 Q It's another part of your website that's

14 headed "Terms."

15 Did you write this?

16 A Yes, I did.

17 Q Did an attorney help you write it?

18 A No.

19 Q I just want to ask you about a couple of

20 things. The first thing is on the second page,

21 there's a paragraph No. 2 where you say -- you talk

22 about when we send you payments, we don't want you to

23 refund it, and if you do, we'll accept that as a gift

24 back to Traffic Monsoon. I wondered what the reason

25 for this was.
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1 A Well, what we discovered is that sometimes

2 people do hit the refund button. And what happens is

3 if we send them money, if we get a refund, then it

4 adds a lot of extra workload. So we put it in the

5 terms saying, don't do that.

6 Q But there is a refund button?

7 A Yeah. If someone receives a -- like in

8 PayPal, for example, if you receive a payment from

9 Traffic Monsoon, it shows, you know, kind of a

10 breakdown of what you received, if there's any fee,

11 the total amount, and then underneath that is refund

12 so they can refund back to Traffic Monsoon. So we

13 just wanted to make sure people knew, keep that;

14 don't press the refund button, please.

15 Q Okay.

16 A And it's a very similar term of service

17 that's actually in NeoBux's terms of service. They

18 say that if you refund any money back to us, we'll

19 ignore the refunds. So it's very standard within the

20 industry. So I kind of just took what other

21 pay-to-click websites have in their terms of service

22 and just kind of put my own wording to it.

23 Q Okay. And then on the next page, paragraph

24 5 --

25 A Okay.
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1 Q -- you say -- I wonder why you put this in:

2 You agree to recognize Traffic Monsoon as a true

3 advertising company which shares its revenues, and

4 not as an investment.

5 A I just wanted to make sure that it was

6 clear that when people are getting started with

7 Traffic Monsoon, that if they do choose to purchase

8 an advertising service with us, or with me, I guess

9 with the company, that they're not investing. I want

10 them to recognize that that is what they are getting

11 involved with. And so it's been there since the very

12 beginning of the company.

13 Q It sounded like you also wanted to make

14 sure they don't represent to others --

15 A That it's that as well, right.

16 Q Was that part of your idea there?

17 A Absolutely. Absolutely. Because I think

18 that I was -- I mean, it's been a while since I've

19 read my own terms of services, but I seem to remember

20 that we have in there saying that if you're selling

21 Traffic Monsoon services, that you need to sell it

22 according to what is actually on the website.

23 Q Oh, you have it sort of at the bottom of

24 page 2. And -- well, any income promises

25 inconsistent --
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1 A Only promote Traffic Monsoon using legal

2 methods, right. "Any income promises or guarantees

3 inconsistent with the information provided by Traffic

4 Monsoon may result in a permanent account

5 suspension."

6 Q Well, let's ask you about the ad packs.

7 A Okay.

8 Q We've talked about a little of this

9 already. But -- so the advertiser, I guess, member

10 puts in $50, right?

11 A Well, you're saying "put in."

12 Q Pays $50.

13 A But makes a purchase of $50 to receive an

14 ad pack, yes.

15 Q And for that he gets a thousand visitor

16 credits in the traffic exchange is one thing he gets.

17 And those are -- we already saw that they're priced

18 at 5.95 if you were buying them on their own. Is

19 that right?

20 A Right.

21 Q And then he also gets 20 clicks to his

22 banner. What would he pay if he bought those clicks

23 separately from Traffic Monsoon?

24 A It's 25 cents per click or 50 cents per --

25 with the country, right.
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1 Q But we've decided they're just getting the

2 25-cent clicks, I think.

3 A Right, they are. That's right.

4 Q Okay.

5 A But, like, what I was explaining before is

6 that the value of these clicks, like, if you were to

7 look at the market of how much people are paying for

8 that type of service, it's comparable. Like what I

9 was saying with Facebook, people are paying three,

10 four dollars for a click on an ad. So if you're

11 looking at that kind of a value of giving them 20

12 clicks for $50 on a banner plus a thousand visitors,

13 but outside of the ad pack with the sharing position

14 I wanted to give people lower prices --

15 Q Uh-huh.

16 A -- so that people would want to possibly

17 purchase those services more than the ad pack.

18 Q So the 20 clicks to the banner, if it's 25

19 cents a click, is it ten dollars?

20 A I'm sorry. What did you ask?

21 MS. OKINAKA: Did I have that right?

22 MR. FROST: No. Five dollars.

23 BY MS. OKINAKA:

24 Q Five dollars, okay. So I was just saying

25 if I buy the 20 clicks to my banner not as part of
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1 the ad pack, I'd pay five dollars?

2 A It would be less, right, on our website.

3 But like I said, the value -- I wanted to give the

4 discount outside of the ad pack. But market value,

5 like I've already said, Google and Facebook, people

6 are spending much more per click than this, for sure.

7 Q We wondered how you got -- how you arrived

8 at $50 and not $60 or $40 for the ad pack price.

9 A Well, I was just looking -- like, what I

10 was saying, if someone is on Facebook and they're

11 buying 20 clicks, okay, on Facebook, if you're going

12 to have 20 clicks on an ad, you are going to probably

13 spend more than $60. So I wanted to create something

14 that is of greater value, give people maybe a little

15 bit more but help them save some money as well, and

16 then have the revenue sharing position as well.

17 Q So one reference point you had was

18 Facebook?

19 A Uh-huh.

20 Q Did you have any others, other sites that

21 you thought of when you were setting that price?

22 A No. Just mostly Facebook or Google with a

23 pay-per-click project.

24 Q Do you know what Google charges?

25 A It really depends on your keyword. But it
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1 could be one, two, three dollars per click.

2 Q One to three per click.

3 I was going to ask you about the breakdown

4 of the -- the $50 comes in and what it's used for.

5 And that's in one of the e-mails you sent us --

6 A Yes, uh-huh.

7 Q -- so I'm going to grab that.

8 (SEC Exhibit No. 6 was

9 marked for identification.)

10 Q Before we show you this, we have a few more

11 questions.

12 A Okay.

13 MR. FROST: I just had a couple of

14 questions about the ad packs.

15 If I'm, I don't know, an affiliate marketer

16 and I see that I could buy clicks to the traffic

17 exchange and clicks to the banner for about $10, why

18 would I pay 50?

19 THE WITNESS: That's the whole idea. That's

20 why I made the lower prices outside of the sharing

21 position package, because I wanted to aim at having

22 more sales on the services that didn't have sharing

23 positions than those that had a sharing position.

24 That was my aim when setting it up that way, putting

25 those pricing -- having a better discount not to have
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1 a sharing position, because I wanted to increase

2 those sales.

3 MR. FROST: Did that work?

4 THE WITNESS: It didn't. Didn't seem like

5 it. Because what you saw in the e-mail, we

6 definitely sold more of the ad packs than we have of

7 other services.

8 MR. FROST: If I'm just looking at it as

9 someone looking at the value as far as what you're

10 charging, to me it looks like there's $10 worth of

11 services that you're buying, and then there's $40

12 that is what you pay extra in the ad pack. I don't

13 know what that extra $40 would be for.

14 THE WITNESS: Well, as I've explained twice

15 now, the service when you're buying it elsewhere is

16 more expensive anyway. So when you're saying that

17 you're paying for five or ten dollars' worth of

18 service, you're actually getting $60 worth of service

19 for $50 with the ad pack, if that makes sense.

20 MR. FROST: So you're saying you're getting

21 $60 worth of services for $50?

22 THE WITNESS: If you're to go to Facebook,

23 yeah. I mean, if you're paying three dollars per

24 click and you get 20 clicks, 20 times 3 is $60. So

25 that's why I say that you're actually getting a
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1 pretty good discount.

2 And I believe that people are probably

3 looking at and saying -- you know, just like if

4 you're going to buy -- like what I mentioned before

5 in e-mail, if you're going to sign up and have

6 rewards with buying a certain kind of airline ticket

7 versus another, why would someone buy on a card that

8 they're going to have to pay interest rates on versus

9 just buying the ticket straight flat? And it's

10 because they're getting a benefit from that. So with

11 the ad pack, I can imagine that people might have

12 wanted to purchase it not just for the service but

13 for the ability then to click through the traffic

14 exchange and share in the revenue.

15 BY MS. OKINAKA:

16 Q But Facebook has a higher Alexa ranking

17 than Traffic Monsoon, right?

18 A True. But a click is a click, and a click

19 only comes if someone is interested in what you're

20 offering. So the value of actually that kind of

21 traffic is very high.

22 MR. FROST: So I think Alison asked

23 earlier, but how did you settle on $50? Is that the

24 value of the services that you decided that would be

25 worth, I mean, as opposed to $60 or $70?
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1 THE WITNESS: I just was looking at what I

2 was spending elsewhere and thought that 50 was a

3 good, even, round number. That's what I selected and

4 went with.

5 MR. FROST: Okay.

6 BY MS. OKINAKA:

7 Q And I had a miscellaneous question, too,

8 that came to mind during the break, which goes back a

9 ways. So, you know, the paradigm I think of is like

10 I look at the New York Times; I see an ad for the

11 Gap. I click on it, and then I buy something from

12 the Gap. And then the New York Times is paid, I

13 guess, by the Gap -- or because I did that.

14 But it doesn't sound like that's what is

15 going on at Traffic Monsoon, that people are -- are

16 they clicking a banner ad to buy a product and

17 eventually buying a product, and then money comes

18 back from that?

19 A Well, if you were to speak with the Gap,

20 you'd probably find that not every single one of

21 their clicks generates in a sale.

22 Q Right.

23 A So someone might click on the ad and take a

24 look around the website and say, ah, that was nice; I

25 took a look at some shoes and decided I don't want
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1 the shoes. But the advertiser spent that money with

2 the newspaper to have that banner ad on that website.

3 So that's exactly what Traffic Monsoon is

4 doing is we are offering an advertising space that

5 displays not only to people who are logging in and

6 using our services, but it's also displaying to

7 people like what I was explaining before, that on the

8 rotators on that web -- either ad exposure page -- I

9 think it's ad exposure -- the ad exposure page, all

10 of those banner and text ads display there as well.

11 So as I'm displaying that page throughout different

12 surf exchanges and traffic exchanges, pay-to-click

13 websites, then those people's ads are being displayed

14 all out there.

15 So just like what you did, you saw an ad

16 and said, hey, it's to the Gap. It had these --

17 whatever it is you might have looked at on that ad

18 and said, I think I want that. You click on it; you

19 make a purchase.

20 That definitely is the same type of

21 scenario with this type of advertising is that maybe

22 someone is being offered an autoresponder service.

23 And they say, you know what, I keep being told that I

24 need an autoresponder service. I haven't gotten one

25 yet. Let me take a look at it. Maybe they'll click
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1 on it and say, you know what, I don't like this

2 price. I've never heard of this company before. They

3 might Google search it.

4 But all of the advertising on Traffic

5 Monsoon is displaying in front of real people, and

6 each real person has that same decision whether they

7 want it or whether they don't want it, whether

8 they're going to look for it later, Google search

9 later. Whatever it is that they're going to do with

10 it, they're real people. So there's the real reach

11 of reaching somebody who's going to view whatever

12 that ad is and visit whatever that website is.

13 Q I was wondering, say, like in your example,

14 say they look at the autoresponder and they do buy

15 it. Does extra revenue flow to Traffic Monsoon from

16 that?

17 A No. And same thing is the way with the Gap

18 as well.

19 Q Okay.

20 A If the Gap is buying advertising on the

21 newspaper, they're probably paying per click or

22 displays. Usually -- those are the two ways that

23 advertisers usually are paying for advertising. It's

24 not based upon whether a sale is generated. An

25 advertising company could never guarantee sales.
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1 Q Okay. Yeah, I get it.

2 So let me show you Exhibit 6.

3 A Okay.

4 Q It's an e-mail you forwarded -- sent to us.

5 It contains an e-mail that you sent to Kenin --

6 Spivak?

7 A Yes, that's right.

8 Q And in the middle of the second page, here

9 is where -- it appears that you talk about where the

10 $50 that is paid goes.

11 A And any service, except for the cash links.

12 Q Okay. And what happens with the cash

13 links?

14 A It's equally divided up.

15 Q Oh. Yeah, right. Okay.

16 A So that revenue just -- nothing happens to

17 it other than it's paid out to the people who are

18 clicking on the referral -- or the sponsor, I should

19 say.

20 Q I guess one question I had first, too, was

21 the $50 for the payment of ad packs, where do they

22 physically go? Like, I have my Paypal --

23 A Like, where does the money physically go?

24 Q Yeah.

25 A All right. So if you are using PayPal and
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1 you have $50 in PayPal, when you make that purchase

2 it goes into Traffic Monsoon's PayPal account.

3 Q Okay. And at PayPal, when you were using

4 PayPal, all the people who have bought ad packs, all

5 their $50 is there together. Is that right?

6 A (The witness nods his head.)

7 Q But -- is that right?

8 A Yeah, along with all of the service

9 purchases, -- all of the services, regardless of

10 whatever it is, yes.

11 Q Okay. But does PayPal have a separate

12 account, subaccount for each person?

13 A For each person?

14 Q For each purchaser. Like, if you do -- if

15 all four of us have bought ad packs and our money is

16 at PayPal, does PayPal have a -- do they have a

17 subaccount for me and for Scott?

18 A Well, to use PayPal you'd have to sign up

19 and have an account.

20 Q Okay.

21 A And so then you'd be making a purchase from

22 your account. So then when you make a purchase from

23 your account, the money from your account then goes

24 to the Traffic Monsoon account for that service

25 purchase.
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1 Q So all the $50 coming in to buy ad packs

2 are aggregated in the Traffic Monsoon account?

3 They've gone from the individual's PayPal account to

4 Traffic Monsoon?

5 A Or the five dollars, the one dollars for

6 cash links or the five dollars for Monsoon Traffic

7 text ads. All of the money from every purchase is

8 then sent to the Traffic Monsoon account, right.

9 Q Okay.

10 So this Exhibit 6 talks about the

11 disposition of the $50 payment. It looks like 10

12 percent, or five dollars, goes to the referring

13 person. We talked about that.

14 A Uh-huh.

15 Q 4.5 percent, or $2.25, to Traffic Monsoon.

16 What is that used for?

17 A Well, when I first started Traffic Monsoon,

18 I had no idea how big this was going to get. This

19 used to be 15 percent.

20 Q Oh, the money that goes to Traffic Monsoon?

21 A It was going to be my income. Because I

22 thought we would just maybe have a few hundred

23 customers that would be regularly using the services.

24 Because a lot of traffic exchanges only have about

25 1,000 to 2,000 active users. So I thought, okay,
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1 this will be my income, and this is how I'm going to

2 afford the cost of the site and the hosting and

3 advertising all these different things plus paying my

4 rent. I lived in a one -- I still do live in a

5 one-bedroom apartment there.

6 So I thought, you know what, this is how

7 it's going to work. I'm going to just support myself

8 this way, support the business, and that was what I

9 was going to do. And then as sales were raising up

10 more and more, I said, you know what, this is too

11 much for me. So I dropped it down to 4.5 percent.

12 Q Okay. So this is used for all the company

13 expenses and your living expenses --

14 A Right.

15 Q -- whatever it amounts to. Okay. 1.5

16 percent, or 75 cents, I think, to the programmer,

17 Alex?

18 A Uh-huh, that's right. 1.5 percent, uh-huh.

19 Q 79 percent, or $39.50, to the reserve fund,

20 which we can talk about; and 5 percent, or 2.50, to

21 be shared as revenue after 24 hours?

22 A Right. So when you add together all of the

23 percentages, that money that comes in for the

24 purchase gets divided up, and there's -- it's all

25 accounted for. There's not more shared out than what
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1 actually exists or anything like that. No more

2 commissions rewarded, so it's fully accounted for.

3 MR. FROST: Do you have different accounts

4 that that goes into, or how do you designate that?

5 THE WITNESS: Well, it's designated within

6 the software of my website. So it's within the

7 database. So the cash values that are showing in --

8 so that five dollars that's now awarded as a

9 commission or 25 cents, whatever the commission is,

10 it's whatever the purchase was. Like, if it was the

11 traffic exchange credits for $5.95, that 59 cents

12 that's now held over here is backed up inside of

13 PayPal for the purchase that someone originally made.

14 If that makes sense.

15 BY MS. OKINAKA:

16 Q I think I may have missed that.

17 A So it's owned by the traffic exchange

18 credits for $5.95. 10 percent of that is 59-1/2

19 cents. So that 59-1/2 cents goes on the sponsor's

20 account inside of my own website software. So the

21 money is accounted for, but it's being held inside of

22 PayPal.

23 So the real value is -- even though in our

24 system it's not PayPal, the figures itself are fully

25 accounted for as being real money that's actually
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1 inside of PayPal.

2 Q And you share revenue every hour?

3 A That's right.

4 Q And how do you -- so do you review revenue

5 every hour yourself? Do you look at it?

6 A Oh, no way.

7 Q I wondered that.

8 A It's done by the system. So the system,

9 what it does is it catches a total of whatever the

10 revenue is from 24 hours ago. And since 5 percent of

11 it was already put aside to be shared in 24 hours,

12 then whatever that amount was from that hour, it gets

13 shared the next day.

14 Q So you've already got 5 percent put aside.

15 How do you know -- how much of the reserve -- I know

16 the reserve gets used.

17 A Uh-huh.

18 Q But how do you decide how much -- on any

19 given day or hour how much the reserve will kick in?

20 A It's -- it's a good question.

21 Q Because here, like, in your example in this

22 Exhibit 6, on the third page you talk about the

23 revenue sharing, then you say "Then, the reserve pool

24 is utilized." And in your example, "the system will

25 spread out sharing each hour around 73 percent of
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1 those reserves" on this day that you're speaking

2 about. And I just wondered, how did you arrive at 73

3 percent?

4 A Well, what it is is the system will never

5 reward more than what is actually there.

6 Q Right.

7 A But what it will also do is just make sure

8 to keep some in savings. And so that's just how it

9 is explained here. I'd have to really see if I can

10 find an algorithm for that, because it's something

11 that my programmer has kind of put together. But

12 it's something that essentially, like I said, only

13 real revenue is shared.

14 Q Right.

15 A So it's put together in a way to help keep

16 things -- you know, so that members, they've got the

17 up and down because sales are up and down. And it

18 also keeps it so that we can have an amount that's

19 built up in reserve in case we have any fraud,

20 chargebacks. So that's just what all that is there.

21 Q Right. So I see, don't pay out more than

22 100 percent.

23 A Right.

24 Q But it sounds like it's not set at we're

25 always going to pay out 70 percent, that it can
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1 change from day to day depending on how sales are. So

2 I was just wondering how -- sounds like that's

3 programmed into the system in some way. Is that

4 right?

5 A It is. It is. But I'll have to dig into

6 exactly how it is worded that way. But it is pretty

7 consistent when it comes to the percentages, because

8 the end users, they do see the up and down based upon

9 the sales. I mean, if you were sharing the revenue,

10 you'd see some days it's more or less. I see people

11 talking about that in forums and groups saying, wow,

12 today was an especially good day. We must have had a

13 large amount of sales yesterday.

14 Q So there's still some up and down, but the

15 reserve helps to smooth it out a little bit?

16 A Right. Because what I recognize, one of

17 the things with AdHitProfits is when there's dramatic

18 ups or downs, it causes people to have a fear that

19 the company is dying or dead or something. So

20 there's that extra buffer built in to help, you know,

21 for the weekend or for any other day that there might

22 be a sale drop; then we can just say, you know what,

23 we've got some extra revenues from this other day;

24 we'll just share it out here. So that's basically

25 how it works.
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1 Q Do the members or advertisers know that you

2 do that?

3 A No.

4 Q Have you thought about telling them?

5 A I don't want to, because what that would do

6 is cause more people to copy my business model. And I

7 would rather them just know that we are only sharing

8 revenues that have been generated 24 hours or more

9 ago.

10 MR. FROST: So when you share the revenues

11 and go into the reserves, it doesn't necessarily mean

12 the reserves just came from the last 24 hours; it

13 could have been 48 or a week ago?

14 THE WITNESS: It's a combination of the

15 amount of savings that have come from all of the

16 sales since we started.

17 MR. FROST: Okay. So all of that is

18 available to be paid in terms of the reserves if you

19 want to.

20 THE WITNESS: Oh, and I definitely do.

21 There's no reason in the world for me to keep that

22 kind of money. It's just too much for me.

23 BY MS. OKINAKA:

24 Q So when you talk about Traffic Monsoon's

25 revenue, that includes a lot of things, and one of
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1 the things it includes is the $50 -- $50 paid if you

2 buy an ad pack. Is that right?

3 A So people that are buying ad packs, right.

4 You're saying that money goes into PayPal or the

5 different payment processes?

6 Q Well, like when you speak about revenue,

7 revenue to Traffic Monsoon like we've been saying,

8 does that include the $50 that comes in when you buy

9 an ad pack?

10 A Right. Let's go over to the ad plans page.

11 I think that's in maybe the fourth exhibit. Yup,

12 Exhibit 4 where it talks about on page 3 the

13 services. I didn't realize that the ad pack wasn't

14 listed on that list, but it should be because the

15 revenue is shared from all of the services that are

16 purchased on the website except for the cash links.

17 Q So we're looking at Exhibit 4, page 3 of 7.

18 A Trying to think -- I remember putting it

19 somewhere.

20 Q Maybe that's why I'm confused. But anyhow,

21 it should be there?

22 A Yeah. So the revenue is shared from any

23 advertising purchase except for the cash links.

24 Q Okay.

25 A The cash links, people are clicking on
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1 those. So the money that's coming in from those

2 advertisement sales we couldn't put anywhere else

3 because they're already being paid out to the

4 clickers.

5 Q So we talked, I guess, about the $50 coming

6 in, and now to go on about how the revenue is shared.

7 So in order to -- you have to click to share in -- to

8 be part of the revenue sharing, right?

9 A That's right. So an ad pack buyer, they

10 receive a service, but if they want to share in

11 revenue, they need to click on at least ten ads in

12 the traffic exchange in that day.

13 Q And is that regardless of how many ad packs

14 they bought?

15 A That's right, regardless.

16 Q And when you talk about -- in your

17 materials here about active members, are you -- does

18 that -- what does that refer to?

19 A Well, let me see if I have it on the

20 website. I think I did put it somewhere. Okay. I

21 think on the ad plans page -- okay. Where it says

22 "earn traffic exchange credits," it says "any

23 purchase turns your account into a lifetime paid

24 member." So in our software it's going to show unpaid

25 or active. So active means that they've made a
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1 purchase of something.

2 Q At some point.

3 A At some point. But it doesn't necessarily

4 have any bearing on -- that's just within our

5 software.

6 Q Okay. Because I thought at first it meant

7 that you on a given day had clicked ten times. But

8 it's --

9 A So that would be qualified, yeah.

10 Q Okay. So on any given day, to share in

11 revenue does the member have to do the ten clicks?

12 A They do. They would.

13 Q So I might click ten times on Monday and

14 Tuesday and then skip Wednesday, and for each of

15 those days I might not -- I might not share in

16 revenue on any day when I didn't do the ten clicks?

17 A Right. Whatever revenue there was we'll

18 share with you when you're qualified. And if you're

19 not qualified, then you don't get anything on that

20 day.

21 Q Have you ever had your system crash --

22 A Yeah.

23 Q -- for Traffic Monsoon?

24 A Yeah, just too much traffic coming through.

25 So it's had -- it's had a crash, you know, when the
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1 website was unreachable, and contact Snoork saying,

2 hey, what's going on? They say, your server has

3 crashed. And they've had to reboot it and get it

4 started back up, and then the traffic can start

5 flowing back through.

6 Q Because it's keeping track of all this data

7 that relates to the money, you know, and everything?

8 A Every single thing, yup.

9 Q But you haven't lost your data ever, right?

10 A Well, there was -- we have data backed up

11 every 24 hours. So if it does get lost, then we at

12 least have a 24-hour -- at least some time within the

13 last 24 hours a vantage point to go from. Let me

14 see. There was -- what month was that? Sometime

15 last year -- I want to say it was either March,

16 April, or May of last year that happened, and so we

17 lost some time.

18 So what I did is I had my programmer build

19 into the script a way -- because within PayPal you

20 can download transaction history. And so I took the

21 transaction history and uploaded it into Traffic

22 Monsoon, and any account that didn't exist, I just

23 hit refund on those transactions. So people that

24 made purchases for service because the data wasn't

25 there, I made sure to get them a refund for the
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1 services that they didn't receive, because their

2 account now wasn't there. Their ad that they set up

3 wasn't there.

4 Q Oh, okay.

5 A So the message was then sent out of what

6 had happened, and I think it's in the site news. I

7 don't know if it's still there. But it explained

8 what had happened and that we've been refunding

9 everybody that didn't receive their service purchase.

10 Q So when the member goes to do his ten

11 clicks, do banner ads appear on his dashboard for him

12 to click on?

13 A Well, what it is is when someone clicks on

14 the traffic exchange and they click that start

15 surfing button --

16 Q Right.

17 A -- a window opens up. On the top of the

18 window is a countdown timer that starts at 20

19 seconds. Then it has the picture of the person whose

20 website you're looking at and also a banner. And the

21 banner is just an ad bar. You don't have to click on

22 it, but it's in front of your eyes, so that as you're

23 surfing you are seeing other people's banners, but

24 that's not what you're getting rewarded for clicking

25 on. It's the website that you're viewing down below
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1 that bar. So that's like an ad frame is what it's

2 called.

3 Q So the website below it, is that that

4 person's website?

5 A Uh-huh.

6 Q Okay. Yes?

7 A So it's a different -- just to clarify: if

8 you're clicking through, it's built into the software

9 that no one would see their own website as they're

10 surfing, ever. So it's on a rotation. So when

11 people are surfing through that rotation, they are

12 automatically never going to see their own website,

13 ever.

14 Q So then the counter counts down 20 seconds,

15 and then what happens?

16 A And then it has shapes to match, just to

17 confirm that you're a real person. You match up the

18 shape, and then it goes to the next page.

19 Q And does the system -- it never shows you

20 your own web page, but does it pick a web page for

21 you?

22 A Yeah, every single time.

23 Q Okay.

24 A Uh-huh.

25 MR. FROST: So you really don't have to
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1 surf; it does it for you. So it makes it a little

2 easier.

3 THE WITNESS: Well, it is a manual surf.

4 There's two different types of traffic exchanges. One

5 is manual; the other is auto.

6 Manual is you do have to physically be

7 there, confirm you're really there by matching shapes

8 or something and hit the next website. Just like on

9 this Traffic Monsoon, you have to click to go to the

10 next site. So you are viewing the next page, you are

11 surfing; but with automatic it just has a countdown

12 timer, and then no one really has to be there at all.

13 MR. FROST: Oh.

14 THE WITNESS: And so no one's being

15 confirmed whether they're a real surfer or not. But

16 with Traffic Monsoon we've got the confirmation that

17 you're really there, and also something called

18 in-focus surfing as well, which means that if you

19 were to tab out of the ad while it's having the

20 countdown timer, if you decided to check out what's

21 on Facebook or something, that countdown timer stops,

22 so you have to keep that page open to receive the

23 credit for that view. That's one of the ways that

24 we've actually been able to catch bots and stop bots

25 from working, because by requiring that in-focus,
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1 it's caused those bot software not to work so well.

2 So --

3 BY MS. OKINAKA:

4 Q And then can members use like auto click

5 programs that will do these things, or does that get

6 defeated by the requirement that you match the

7 shapes?

8 A Hopefully it gets defeated by that as well

9 as that in-focus surfing. And it's -- if we -- every

10 now and then someone sends us a screen shot of maybe

11 some software someone is using, and we have done our

12 best to stop it from being effective within the site.

13 There might be something lurking out there, but we

14 don't know right now. From what I'm looking at, I

15 think we've got them beat pretty well.

16 Q So I've clicked my ten times now, and I'm

17 going to share today in company profits until what

18 you call my bucket gets to $55 eventually?

19 A So you qualify to receive the share of the

20 site revenue, right. And then your sharing position

21 does have a maximum -- it doesn't just last forever.

22 But yeah, it's got a maximum of $55 that you would

23 ever be able to receive towards that position.

24 Q Did you determine that it would be 55?

25 A Yes, I did.
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1 Q And what did you -- how did you come up

2 with that?

3 A I didn't want it to be too much more than

4 what someone had spent, but I did want to make it --

5 I don't know. I just felt that I didn't want it to

6 be too much, either, because that would cause

7 revenues to run out faster. So I just thought, you

8 know, 55 seems to be decent.

9 Q Has it been 55 since Traffic Monsoon

10 started?

11 A Yes. It's never changed.

12 Q And if I go along and on some days I don't

13 qualify, I don't click ten times, will I still

14 eventually --

15 A The fill line doesn't change, if that's

16 what you're asking. It stays at the 55 as the max.

17 So if you didn't qualify for sharing today, well,

18 then if you qualify tomorrow, then whatever revenue

19 that we have to share with you you'd receive. And it

20 would continue to share up until that max. As long

21 as we have sales of the services and as long as you

22 qualify, you'll continue to receive the share of the

23 revenue.

24 Q It still stays alive, no matter -- does it

25 stay alive no matter how long it takes me?
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1 A No matter how long. There's no time frame

2 with this whatsoever.

3 MR. FROST: If you're a qualified member,

4 does that change every day based on whether you do

5 the ten clicks?

6 THE WITNESS: That's right. So if you

7 qualified today, you wouldn't be qualified tomorrow

8 until you actually click at least the ten ads. So

9 when someone's logged in on their dashboard, it shows

10 them how much longer they're qualified. So if they

11 want, they can do their ten clicks as a minimum

12 before the timer runs out. Or if it runs out, then

13 they're just not going to be qualified for however

14 long it is until they click at least ten again.

15 BY MS. OKINAKA:

16 Q Do you know whether most people are just

17 doing the minimum ten, or how many are doing more?

18 A No, I don't.

19 Q You wouldn't be able to see that?

20 A I can maybe check with my programmer if he

21 has a way to discover that.

22 MR. FROST: I think what would be

23 interesting is to know how many qualified people you

24 have every day, you know, just as an average. Do you

25 have any idea?
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1 THE WITNESS: No. But I could look that

2 up. I could get my programmer to pull that report.

3 MR. FROST: Because how many ad packs is

4 going to be a lot more than the number of qualified

5 people.

6 THE WITNESS: Right. Right. I mean, I do

7 have a page inside of my administration panel that

8 shows me how many of those positions are qualified,

9 how many people -- because when people buy an ad

10 pack, that's a service. So the ad pack is not

11 qualifying. The member is qualifying to receive

12 towards a sharing position. And so the number of

13 qualified positions, there is a place within my back

14 office to show me that, and that definitely varies

15 every single day.

16 MR. FROST: Okay. Well, we'd like at least

17 a few numbers, maybe for February 10th and --

18 THE WITNESS: I don't have a historical

19 view on that.

20 MR. FROST: Oh, okay.

21 THE WITNESS: But I can tell you today's or

22 this hour's, because it varies hour to hour. Because

23 if you're qualified let's say for 24 hours, then in

24 24 hours from now you're no longer qualified. So

25 there's other people varying at different times and
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1 hours and minutes of every single day. So from one

2 minute to another minute, the number is going to

3 fluctuate.

4 MR. FROST: What was the last number you

5 remember seeing?

6 THE WITNESS: I'm terrible when it comes to

7 remembering things, honestly. I would have to really

8 look at it to be sure.

9 MR. FROST: Okay.

10 THE WITNESS: I could give you a screen

11 shot if that helps, but --

12 MR. FROST: Yeah, that would be fair.

13 THE WITNESS: Sure.

14 BY MS. OKINAKA:

15 Q So as you said, there's no guaranteed

16 length of time till I get my 55 in my bucket. But --

17 so some time goes by, and I've gotten to 55. And the

18 revenue -- that's a share of revenue from the sale of

19 all the services except cash links sales, right?

20 A Uh-huh, that's right.

21 Q So now I've gotten to 55, and I can ask for

22 that money to be paid to me?

23 A Uh-huh.

24 Q And I would get, I guess, 55 minus whatever

25 fee PayPal or the processor decided to impose?
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1 A That's right. If it was PayPal, there

2 would be a 2 percent fee, because that's what PayPal

3 charges me to send someone through mass pay. But

4 with SolidTrustPay and Payza, I'm not charged

5 anything for sending people. So I don't charge any

6 fee on those, and then the fee then is maybe whatever

7 they get on the processor's side, because processors

8 would then charge the fee to them whenever they

9 receive money.

10 Q So when a member's bucket gets to $55, what

11 happens, you know, if I don't notify you that I want

12 to withdraw? Does it stay in my account at PayPal?

13 A Well, it's your --

14 Q How does it work?

15 A It would be inside of your Traffic Monsoon

16 account. Your account management is completely up to

17 you. I've never forced anyone to do anything with

18 their money. It's theirs. So if you decided just to

19 sit there, it would just sit there.

20 Q So it would sit there unless I asked for

21 it?

22 A Unless you asked for it or unless you

23 decide to use it to make a purchase.

24 Q Okay.

25 A But it's completely up to you, whatever it
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1 is that you want to do.

2 Q Does the system notify me, I guess, when I

3 get to 55?

4 A No. But if you're logging in every single

5 day, you'll see what your balance is.

6 Q Do I see -- if I own multiple ad packs, do

7 I see a progress report on each one?

8 A You can. There's a menu option inside the

9 member area, whether it's the open or the closed

10 sharing positions. So you can kind of track the

11 progress of where you are towards each one.

12 Q So do you call it a closed revenue sharing

13 position when you reach 55?

14 A That's right.

15 Q Okay.

16 A I just remembered, you're asking about how

17 many active positions there are?

18 MR. FROST: Qualified, yes.

19 THE WITNESS: Oh, qualified. Oh.

20 BY MS. OKINAKA:

21 Q Yeah, active. Once active, it's always

22 active.

23 A Because I was just remembering that e-mail

24 that I sent just yesterday, and it had the number of

25 active, but I don't remember if it had the number of
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1 qualified. But I'll get that for you anyway.

2 MR. FROST: Okay. Because we were trying

3 to see how many qualified people would be clicking

4 each day, because then that would tell us how many

5 clicks are coming to your website that are

6 attributable to your members, wouldn't it?

7 THE WITNESS: Okay. So you're wanting to

8 see how many clicks are coming from inside of Traffic

9 Monsoon versus outside?

10 MR. FROST: Well, not even versus outside.

11 Just how many clicks are coming from members inside

12 Traffic Monsoon.

13 MS. OKINAKA: Who are qualified.

14 MR. FROST: And I thought if we looked at

15 the qualified members, then they must have clicked

16 ten times; otherwise, they wouldn't have qualified.

17 So we could determine how many clicks were coming

18 based on that.

19 THE WITNESS: That's assuming that

20 everyone's clicking only ten. There's probably a

21 number of people that click more than ten. So what I

22 could do is I could get that information for you.

23 Because the number of positions, that's not the

24 number of people. So you'd want number of people.

25 MR. FROST: Right.
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1 THE WITNESS: Okay.

2 MR. FROST: I mean, does that make sense?

3 THE WITNESS: It does. If you can e-mail

4 me those things just to jog my memory, because I'm

5 terrible at remembering, like I said, then I'll make

6 sure to get that over to my programmer with those

7 specifics. And we can kind of keep a gauge on that

8 for you, because there wouldn't be any history going

9 back because we haven't been saving that information.

10 Then we can then forward -- I could even

11 get my -- ask my programmer to create a link to send

12 to you so that each day that you click on the link or

13 anytime you want to click on the link, it will show

14 you the live statistics for you to kind of just gauge

15 yourself if you want to.

16 MR. FROST: Sure, if you're able to do

17 that.

18 THE WITNESS: Yeah, absolutely.

19 BY MS. OKINAKA:

20 Q We don't want to be in a position where we

21 could modify anything that --

22 A Oh, you wouldn't be able to modify it, but

23 it would just report to you whatever the information

24 is that you want, yeah.

25 Q Okay. So my -- so if I don't do anything
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1 with my $55, does it go to buy an ad pack again?

2 A No.

3 Q If I don't tell you anything -- I would

4 have to tell you?

5 A Right. Because that money is there in your

6 balance, and it stays there. Nothing happens. If you

7 don't do anything with it, it just stays there like

8 that.

9 Q Okay.

10 MR. FROST: Is there a mechanism in the

11 website that you can have it automatically be used to

12 make a purchase?

13 THE WITNESS: No. There have been some

14 people that have requested we do that. And I just

15 was afraid that if I did that, people might forget

16 that they had set it up, and then they might scream

17 that they've lost money. And I just said, you know,

18 instead of worrying about all this, and I didn't

19 cancel that or I did, or disputing whether someone

20 set it up or didn't set it up, I just said, you know

21 what, we're not even going to set that up. Don't

22 want that built in. Just figured that would be a

23 customer service headache.

24 BY MS. OKINAKA:

25 Q Maybe so. So I'm sorry to keep asking
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1 about the ad packs. When they get the $55, do they

2 more or less expire, or do they continue to earn?

3 A They reach a max, so they wouldn't continue

4 after that point. It's a fill line, so it ends right

5 there. The neat thing just to note is that each

6 hour, like what was mentioned when you share the

7 revenue each hour based upon the sales 24 hours ago,

8 your balance is going to increase. So you don't have

9 to wait until your balance is at $55. Your balance

10 will be, let's say this hour, five cents, or in the

11 next hour, four cents more, and then the next hour

12 maybe three cents, and then the next one six cents

13 more. You know what I'm saying? So you'll see that

14 fluctuation each hour, but your balance is going to

15 increase every hour. So you don't have to wait until

16 you reach $55 to cash out.

17 The minimum is two dollars. So when your

18 balance reaches two dollars, you can make that

19 request to be sent to Payza, PayPal, or

20 SolidTrustPay. Some people ask, why two dollars?

21 It's because looking at the fees, it wouldn't be

22 worth going anything less than two dollars. And I

23 want to protect people from themselves. Because if

24 they request a one-cent withdrawal, they'll get

25 nothing because the fee will take it all.

Page 125

1 So I figured, let's just -- two dollars

2 seems to be a decent thing, plus it's a common

3 minimum. With like NeoBux, for example, it's two

4 dollars there, too.

5 MR. FROST: So if you get -- if you buy an

6 ad pack for $50 and your bucket has filled to the

7 point where you've got $50 in there, could you use

8 that and buy a new ad pack and then still continue to

9 earn revenue on the first ad pack?

10 THE WITNESS: That's right. Each sharing

11 position would continue to have that maximum of $55,

12 no matter how many positions that you have. If you

13 buy more ad packs and you get more sharing positions,

14 then each position would always have a max of the 50.

15 But, like it says on the website, there's no

16 guarantee that they'll reach the max, but you'll be

17 able to continue to share in the revenue as long as

18 you've qualified.

19 BY MS. OKINAKA:

20 Q So to date, has anybody's $50 ad pack

21 purchase failed to get to 55 if they've left their

22 money in and not taken out two dollars?

23 A What do you mean?

24 Q Well, you're sharing revenue every hour. I

25 guess you've had revenue on every day --
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1 A Yeah.

2 Q -- correct? So eventually all the ad packs

3 would get to 55 unless the owner took money out. Is

4 that right?

5 A Well, I guess what it means is, you know,

6 the sustainability of any business is basically

7 supply and demand. If I'm offering an advertising

8 service that people enjoy, if they like using the

9 services, then they'll come back and buy some more.

10 And right now we are ranked number one on at least

11 two traffic exchange rank sites. And that's based

12 upon their own criteria, not because of anything

13 else.

14 So if our services are in demand, hopefully

15 they stay that way, because then we'll continuously

16 have more people needing to purchase and repurchase

17 advertising services to build up their name, their

18 brand, whatever it is that they're trying to promote.

19 So as long as we can continuously offer advertising

20 service and deliver those services and people enjoy

21 those services, then those sales should continuously

22 happen. And as those sales of the services happen,

23 then we'll have that revenue then to share with

24 people who qualify.

25 Q Do you have a sense of what's the longest
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1 it's taken for a member -- a qualified member to get

2 to 50 -- to reach the 55 fill line?

3 A I really don't know. I've never tracked

4 it. There's nothing in the back office that shows

5 how much has been shared. I think I mentioned this.

6 It doesn't say how much has been shared per day.

7 There's no historical value there. It just shares

8 whatever -- spits it out. You know, whatever is

9 there goes.

10 But as far as each -- or each individual

11 sharing position, I don't know how long it takes.

12 There's people who tell me, oh, it took 45 days, or,

13 oh, it took 55 days. This one took 50 or 47. I just

14 hear it from them. I have no idea, because it's not

15 programmed in any way within the system, because it's

16 not time-based at all. But sometimes people just

17 talk about it and I hear it, but I have no idea.

18 MR. FROST: Except for the time that PayPal

19 closed the account because your site has been so

20 successful, you've been able to pay out that 55 every

21 time, then?

22 THE WITNESS: Well, I would say it really

23 depends on whether someone is qualified. And also,

24 like, I think -- what was it? -- in that report out

25 of all of the number of ad packs that people have
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1 purchased, about half of the sharing positions have

2 reached the max because they're still in progress of

3 sharing in the revenue. And some are put into

4 pending because of the whole PayPal situation.

5 So if you're asking, are there people that

6 haven't reached their max? Well, about half of the

7 people who have purchased it haven't reached their

8 max yet. But as they continuously click to qualify,

9 then they'll continuously share in whatever revenues

10 we have to share with them.

11 MR. FROST: So the qualified members or

12 qualified positions, they're -- they've always gotten

13 their 55, is that correct, other than the ones that

14 are pending right now?

15 THE WITNESS: I would say whatever amount

16 that they receive, it's when they're qualified.

17 Because to say that they've all received 55, it's

18 because -- obviously, there's some that haven't yet

19 because, like, they just purchased some yesterday or

20 they just purchased the ad packs three days ago, so

21 they haven't reached 55 yet.

22 So I just -- I'm trying to be exact, maybe.

23 Maybe a little too exact of what it is that you're

24 asking. Maybe I'm not sure of what exactly you're

25 asking.
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1 MR. FROST: Well, I guess I'm just

2 wondering if anyone through the history of Traffic

3 Monsoon has not been able to earn the $55 return even

4 if they've been qualified, unless they are within the

5 time where it hasn't had a chance to earn the 55.

6 THE WITNESS: What I would probably say,

7 then, is that it's not a return.

8 MR. FROST: I'm sorry. I don't mean to say

9 "return."

10 THE WITNESS: It's all right. And the only

11 reason why I stopped there for that is sometimes I

12 hear members use those words, and I always stop them

13 and say, I want you guys to realize this is not an

14 investment; this is not a return. You're not getting

15 your money back. You have purchased a service and

16 have received that service, and now you're clicking

17 to qualify to share in the revenue. So I always --

18 whenever I hear that, it's, like, programmed now.

19 It's just a habit.

20 So when people are qualified, they would

21 share in whatever revenues there are. And then

22 they'll continue to share up to 55, which means if

23 that revenue -- and since it has been coming in, no

24 one stops early. As long as they are qualified, it

25 always has been reaching the 55. Is that what you're

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!% 0;<76 #*"%)"$) 3497 &' ?8 *,

069



34 (Pages 130 to 133)

Page 130

1 asking?

2 MR. FROST: Yes.

3 THE WITNESS: Is that people in the past,

4 it doesn't stop early. That's always been the

5 maximum.

6 MR. FROST: Okay. That's essentially what

7 I was asking.

8 THE WITNESS: Okay.

9 BY MS. OKINAKA:

10 Q So I've earned -- I've gotten to 55, and I

11 decide I want to use that to buy more ad packs. And

12 I forget how you -- it's in my -- it's still at

13 Traffic Monsoon, but it's sort of in my account. I

14 now show 55 that I've earned. And if I -- what do I

15 do if I want to use that to buy an ad pack?

16 A If you want to use the money in your

17 balance --

18 Q In my balance, right.

19 A -- to make the purchase? So that balance

20 is, of course, displaying a figure to you that's

21 being held by Traffic Monsoon for you.

22 Q Yup, yup.

23 A And that money, let's say, is inside of

24 PayPal. So that money, if you were to click on the

25 withdrawal button, that $50 would be then sent to

Page 131

1 your PayPal.

2 But if you decide to use that $50 to make a

3 purchase, then that money then is going to show a

4 zero balance for you on your account because now

5 you've spent the $50. Or I guess if you had 55,

6 you'd have a balance of five dollars now, right?

7 Q Yeah.

8 A And then you could use that five dollars

9 however you want -- withdraw it, whatever you want to

10 do. But if you've decided to make a purchase, it

11 would be the same purchase pays that you'd make the

12 first time.

13 Q Okay.

14 A Click on the banner page. You click on buy

15 ad pack. You'd select one ad pack that you want to

16 purchase. It gives you a breakdown, and then you can

17 select the payment processor. The first option is

18 now you can use your account balance. So it's got

19 balance, Payza --

20 Q And I don't need a payment processor.

21 A So you don't need a payment processor

22 because the money is inside the payment processor

23 already from within your balance in your account. And

24 then it's now subtracted from your account balance,

25 and then that money is then divided up as 10 percent
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1 commissions and all of that, just like how we spoke

2 of that before.

3 Q So when I buy my second ad pack that way

4 using my account balance, that's revenue to Traffic

5 Monsoon, and just divide it up?

6 A So it is counted as revenue because you've

7 made that purchase. Because otherwise -- because it

8 is your money. It's not Traffic Monsoon's money.

9 You're using your money to make a purchase with it,

10 so it is counted within the system as being revenue

11 that's being generated.

12 Q So are you not double counting my $50?

13 A No, because it's counted as yours.

14 Q Because I could take it out?

15 A Right. If you're looking at a balance

16 sheet, it would be zero is with Traffic Monsoon and

17 50 is with you. And then when you spend the 50, now

18 you've got zero, and then it breaks down the

19 percentages of that purchase into dividing up where

20 it goes. So it's all fully accounted for. Does that

21 answer your question?

22 Q Well, you know, what I was wondering --

23 okay. So at the very outset, I have my $50 and I buy

24 an ad pack. And time goes by and I have 55, and I

25 use that to buy ad pack No. 2, but I haven't spent
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1 $100. I have two ad packs, but I didn't spend $100,

2 I only spent 50. So it almost seems like -- do you

3 know what I mean? -- like you're counting my $50

4 twice.

5 A So you're saying that you have qualified,

6 you've shared in revenue. You have received money

7 your own self on your account up to $55, and I've got

8 a $55 balance. And that 55, you want to use 50 of it

9 to buy another ad pack. Is that right?

10 Q Yup.

11 A So I'm not double counting it because I've

12 shared revenue with you. And now you have actual

13 real money in your account. It's fully backed up

14 inside of the payroll processor. The money in the

15 payment processor is not moving, though, because it's

16 not going to your account and then back, because

17 there would be a fee there, wouldn't there?

18 Q Yeah, yeah.

19 A So what you're now saying is you want to

20 use that money to make a purchase, which it is real

21 money. You could hit the withdrawal button, and you

22 can get it in your payment processor. And then if

23 you wanted to, you could use that to make a purchase,

24 but then you'd be covering a fee. So instead of

25 paying a fee -- you're saving yourself a fee by using
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1 your account balances, actually.

2 Q Yeah.

3 A But the money is really there. Then, like

4 if you're looking at the accounting side, like if you

5 balance a checkbook, that $50 is on your side, and

6 now it's on the company side.

7 Q Uh-huh.

8 A The money is still inside of PayPal or

9 Payza or SolidTrustPay or whatever. So the money

10 itself physically hasn't moved, but within our own

11 system it's being accounted not as being attributed

12 towards you anymore, but it's now being counted as a

13 purchase through the system.

14 Q Well, so I think I'm clear on how it works.

15 A Okay.

16 Q I understand that. And I guess it's

17 just -- I have a question about -- my question is

18 sort of about characterization of it. But I think --

19 I see how it works, though. That's kind of how I

20 thought it worked.

21 A Okay.

22 Q Okay, we have a couple more exhibits to

23 show you. Are you guys okay?

24 A Uh-huh.

25 Q What's your parking lot --
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1 A 2:28.

2 Q Well, let us know if we forget when you get

3 close to that --

4 A Okay.

5 Q -- since you're looking at the clock.

6 (SEC Exhibit Nos. 7 and 8

7 were marked for

8 identification.)

9 Q So we're showing you Exhibits 7 and 8

10 together.

11 A Okay.

12 Q And they're both very short spreadsheets.

13 And No. 8 is actually -- if you recognize it, it's

14 from an e-mail you sent us.

15 A Okay.

16 Q Does that look familiar to you? We just

17 put it into a table form.

18 A It does look familiar. But No. 7 --

19 Q And No. 7 is an exhibit that was created

20 from the first large data that you sent us. So you

21 haven't seen 7 before?

22 A Right.

23 Q And we try to sort out the largest, sort it

24 by category and just show the largest line items

25 there.
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1 MR. FROST: Our understanding of Exhibit 7

2 is that it shows the cash in. Is that accurate, do

3 you know? This was made from the first set of data

4 that you sent to us.

5 BY MS. OKINAKA:

6 Q At the end of April.

7 A Okay.

8 Q Does it show cash in?

9 A No, it does not. It shows just the changes

10 of account balances.

11 MR. FROST: What would that mean? Let's

12 look at the first line item, ad pack pool,

13 145,309,319. What does that mean? What does that

14 tell us?

15 THE WITNESS: So this is something that

16 you've created; is that right?

17 MR. FROST: We just added together all of

18 the lines that said "ad pack pool" and put them into

19 a total.

20 THE WITNESS: Okay.

21 BY MS. OKINAKA:

22 Q In the first set of data -- from the first

23 set of data you sent us.

24 A Okay. You're talking about the full file.

25 So the second one, okay.
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1 Q I think there was -- was it the first?

2 MR. FROST: If this is -- if you don't

3 think this is accurate, we don't need to reference

4 No. 7.

5 THE WITNESS: I just have never seen it, so

6 I wasn't familiar. But this is -- so you're saying

7 that what you did is you took from that large

8 database record and you combined together all of the

9 ad pack pools?

10 MR. FROST: Correct.

11 THE WITNESS: All of the sponsored bonuses?

12 Okay, all right. Since I've never done that before,

13 I can't verify whether this is accurate or not, but

14 I'll assume that is.

15 MR. FROST: Well, we don't have to use it,

16 because I don't want you to say that these numbers

17 are accurate when you have no basis for saying that.

18 So let's just look at No. 8.

19 THE WITNESS: Okay.

20 MR. FROST: And what can you tell us about

21 this? What do these numbers -- what time period do

22 they cover?

23 THE WITNESS: So this No. 8, I believe, if

24 this is in that first file, this is total as of that

25 date that I sent you this.
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1 MR. FROST: Okay.

2 THE WITNESS: From the very beginning until

3 that date.

4 MR. FROST: All right. And the first row

5 is banner ad package combo.

6 THE WITNESS: That's right.

7 MR. FROST: And it's 738 million. What

8 does that number reflect?

9 THE WITNESS: That reflects the amount of

10 sales that have been generated for the ad pack.

11 MR. FROST: Since October of 2014?

12 THE WITNESS: That's right. And that's

13 from account balances -- PayPal, Payza,

14 SolidTrustPay, or bank buyers, as well as through the

15 credit card gateway as well.

16 MR. FROST: But 738 million didn't pass

17 through the payment processors, did it?

18 THE WITNESS: No. It kind of goes along

19 with what she was mentioning earlier about the $50 in

20 the account balance. If someone used their account

21 balance to make a purchase, then it counts as revenue

22 because that's their money. It just isn't being sent

23 to their payment processor account. But it is inside

24 of PayPal, and it's being used to be applied towards

25 a purchase. So it's taking that balance, being
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1 whatever their balance is, minus the purchase, and

2 then it's being applied towards a purchase. So it

3 comes in as being revenue for that.

4 MR. FROST: Okay. So if someone purchased

5 a revenue sharing position for $50, eventually got 55

6 and then bought a second position, and then the same

7 thing happened a third time, that would be $150 in

8 revenue based on the initial $50 cash that came in?

9 THE WITNESS: Well, you're forgetting the

10 outside point of view as well. Because that one

11 person, they might have made that initial $50

12 purchase for the ad service, but they had clicked to

13 qualify in revenue from all the other service sales.

14 So that money is really there. Right?

15 MR. FROST: Oh, I'm not saying it's not

16 there. I'm just --

17 THE WITNESS: Right. So then what they

18 have made is maybe from their own individual account

19 $50 purchase through PayPal, but then they have

20 qualified to share in revenue, and they receive then

21 the 55 and they've used 50 of it to make a purchase.

22 In our system it's showing that that's now another

23 $50 purchase. So if they continuously share in the

24 revenue again and they now have received another $50,

25 $55, that 50 of that amount would then be another
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1 purchase, because it's real money that they're using

2 to make a purchase.

3 MR. FROST: And that's how this banner ad

4 package combo amount became so high?

5 THE WITNESS: Right. Because people have

6 used their account balances to make additional

7 purchases.

8 MR. FROST: Okay. And the second amount,

9 "Monsoon Traffic ad package payment," is that someone

10 buying the Monsoon Traffic?

11 THE WITNESS: That's right, uh-huh.

12 MR. FROST: And the PPC campaign, the

13 pay-per-click campaign?

14 THE WITNESS: That's right. That's the 25

15 cents or the 50 cents.

16 MR. FROST: Okay. Then the cash link,

17 that's what we talked about before. That's not part

18 of the revenue sharing?

19 THE WITNESS: Right. That's correct.

20 MR. FROST: Okay. And login campaign is

21 57,000, site ad is 193, and so on. And if we look at

22 this list, are these -- are these primary sources of

23 revenue that are shared minus the cash links with

24 revenue sharing programs?

25 THE WITNESS: Or with Traffic Monsoon?
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1 MR. FROST: Yes.

2 THE WITNESS: Right. So all of the

3 services minus cash links are the source of revenue

4 that we are sharing. That's right.

5 MR. FROST: Are there any categories other

6 than what's listed here on Exhibit 8?

7 THE WITNESS: I don't think so. I think

8 that I've included everything there.

9 BY MS. OKINAKA:

10 Q Is there revenue coming into Traffic

11 Monsoon from outside Traffic Monsoon? Do you know?

12 A I mean, other than -- I mean, I promote

13 various things using our services for quality

14 assurance. I want to make sure I'm giving people a

15 good quality of service. So I'm earning different

16 commissions, but that's not shared with the members.

17 Q Okay. Does it just go into the Traffic

18 Monsoon account itself for the company?

19 A It did go into the PayPal account when it

20 was active, yeah.

21 Q I know we're not talking about Exhibit 7 in

22 detail, but I noticed when we looked at the data you

23 sent that you had a large balance adjustment, the 88

24 million. Can you tell us what that was for?

25 A What that is is -- well, there's balance
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1 adjustments for various different reasons. Some of

2 those reasons might be someone was detected to be

3 cheating the system, so we removed their account and

4 adjusted their balance to be nothing. Or we detected

5 that someone tried to make a purchase, but they were

6 trying to make a purchase using their account balance

7 plus the payment processor, and every now and then

8 there's a little glitch that happens along the way.

9 So what we've done -- what I've done is

10 added to their balance an amount that would be an

11 amount to cover the rest of their purchase. Let's

12 say someone needed to have $3 or $14, and they were

13 making a large purchase -- or any purchase, actually.

14 Through PayPal there's a way for me to click on a

15 button to resend the instant payment notification to

16 apply those purchases automatically within Traffic

17 Monsoon. Are you following what I'm saying?

18 Q I'm still confused.

19 A Okay. So inside PayPal, let's say you make

20 a purchase on Traffic Monsoon. On the programming

21 side, PayPal is sending a notification to Traffic

22 Monsoon that you've made a purchase --

23 Q Okay.

24 A -- because my PayPal balance now increased

25 by the amount of your purchase. So it needs to also
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1 reflect inside of Traffic Monsoon that you've -- that

2 you've made that purchase. So that notification is

3 known as an instant payment notification, because

4 you've made a payment on my website, and my website

5 needs to be notified that you've made a purchase.

6 But sometimes if someone is making a

7 purchase, those notifications might not get to the

8 website. Maybe there's an issue within PayPal's

9 website and it didn't get sent, or maybe there's an

10 issue on my website where it didn't get received. And

11 so somewhere in there, there's a communication issue

12 where I can go through PayPal and pull up that

13 transaction and resend that instant payment

14 notification.

15 Q Okay.

16 A And so if I want that instant payment

17 notification to go through, sometimes I have to

18 adjust someone's balance just a little bit for that

19 notification to go through, because it's going to use

20 a portion of their account balance to complete that

21 purchase. And so what I would do is I would remove

22 from their account balance -- or I would add to their

23 account balance the amount that needs to support the

24 rest of that purchase. I would go to my account

25 balance and remove it.
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1 And so there's -- there's that large amount

2 that you were seeing that I had adjusted. Part of

3 that is that, just making sure to balance the

4 records. As I'm adding something to someone's

5 account, I'm removing it from my own.

6 Q So you're saying it's a sum of many small

7 adjustments?

8 A There's that, as well as I've seen a lot on

9 my account. I'll adjust it and remove it and just

10 let that store in reserves, because I would rather

11 that be held in the company than held in my own

12 pocket. I would rather it be held for members to be

13 able to qualify to share in rather than just go to

14 me.

15 Q I had thought most of the 88 million was

16 one adjustment. Is that right?

17 A Yeah. That's from my account, yeah.

18 Q So -- but it sounded like that was the

19 result of a lot of small transactions. Is that

20 right?

21 A Well, that's absolutely right. Because,

22 you know, when we were talking about how the revenue

23 sharing is generated or what happens when you make a

24 purchase, there was 15 percent of each purchase that

25 was going to my account. And so I got to a point
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1 where I was like, I would rather have that go towards

2 the members and share that with them than keep it,

3 because it's just too much.

4 So over time, maybe as a couple weeks went

5 by, maybe my account balance might be a million

6 dollars. I'm like, that's just too much for me. I'd

7 rather give that to the members. So I would put that

8 in over there and adjust it as an account balance,

9 removing it from my account balance so that members

10 could qualify to share in that rather than me hold on

11 to it. I don't need it. It's just too much.

12 Q Oh, okay. So you're saying the large

13 adjustment was the result of your --

14 A It's a combined of all of the -- that large

15 thing is a combination of giving people's account

16 balances a little bit more to allow that instant

17 notification to complete, or to remove it from my

18 account balance to place it in the reserves so that

19 people can be able to qualify to share in that.

20 Q To reduce the compensation you were

21 getting?

22 A And give it to the members instead, uh-huh.

23 Q Okay.

24 A In fact, that's when I said, you know what,

25 instead of me doing all of these balance adjustments,
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1 I'll just lower my percentage down. And I'm still

2 taking those types of adjustments.

3 MR. FROST: Any idea how much of this $88

4 million balance adjustment was from your account?

5 THE WITNESS: I don't remember the exact

6 figure, but I think it was around 83, 85. I don't

7 remember. Maybe it is 88. I don't remember it being

8 too much more when those other balance adjustments. I

9 think that the large bulk, like what you're saying,

10 that's coming off of my account.

11 MR. FROST: So you had tens of millions of

12 dollars in your PayPal account and you gave it back

13 to your company?

14 THE WITNESS: I gave it to the members,

15 yeah. And I still do that because it -- I don't

16 really -- I'm a very frugal person, so there's no

17 need for me to have all that. I'd rather it benefit

18 other people.

19 BY MS. OKINAKA:

20 Q You've only taken out half a million to

21 date; is that right --

22 A That's right.

23 Q -- from Traffic Monsoon?

24 A And it was to buy a flat in the UK, and

25 that was it.

Page 147

1 Q And then does Traffic Monsoon pay for you

2 to fly back and forth and so on?

3 A Yeah. There's business expenses there, for

4 sure. So when I did my taxes I took those as

5 business write-offs, yeah.

6 (SEC Exhibit No. 9 was

7 marked for identification.)

8 Q We're showing you Exhibit 9, and it's the

9 e-mail you sent us yesterday.

10 A Okay. Yes.

11 Q And then we also -- you've provided us with

12 a list of numbers that showed amounts shared on every

13 day since December 1st of last year.

14 A That's right.

15 Q And I'm going to mark also a spreadsheet

16 where we put those numbers into spreadsheet format so

17 we could add them up.

18 A Okay.

19 Q Give me just a minute here.

20 (SEC Exhibit No. 10 was

21 marked for identification.)

22 Q So there you go. Exhibit 9 is your e-mail,

23 and Exhibit 10 is the spreadsheet that reflects your

24 figures.

25 A Okay.
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1 Q So this information you've given us, in No.

2 2 you say how many active sharing positions at

3 present; and that -- is that the people who have

4 purchased one service that are now qualified for

5 life?

6 A Well, what it is is when people buy the ad

7 pack, they're getting the ad service with the revenue

8 sharing position. So what it's showing there is the

9 total number of sharing positions is that first

10 number, the 15,225,689. And then how many of those

11 have not yet reached their max, it's that 7,504,340.

12 Q Okay.

13 A Then what I noticed is that that number is

14 varied by one. I think when we were pulling the

15 report, someone bought an ad pack. So I think that's

16 what it is.

17 Q Oh.

18 A But anyway, what you're seeing is that

19 number -- the number of active positions is also in

20 No. 7, saying here is the number that's awaiting

21 PayPal's release. And then the number of active is

22 how many have yet to receive up to the fullness of

23 the $55. It doesn't mean qualified, because there's

24 not -- there's not a figure here showing how many are

25 qualified at that given interval of time.
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1 Q So tell me again, No. 2 is the sharing

2 positions that have not reached their max?

3 A That's correct.

4 Q Okay. Meaning $55 of sharing?

5 A Uh-huh. That's right.

6 MR. FROST: So does that mean, just to take

7 an example, if revenue of one day from the prior 24

8 hours was a dollar, then you would -- I'm sorry. If

9 your algorithm or whatever you had determined that a

10 dollar would be paid out per ad pack, would you pay

11 out $7.5 million in revenue that day?

12 THE WITNESS: Well, you're looking at

13 reverse. What we do is we look at, first of all, how

14 much revenue there is to share; and then we take how

15 many active or qualified sharing positions there are,

16 and we divide the amount there is to share and then

17 put them into positions and divide that up evenly

18 equally.

19 So we don't determine how much we want to

20 give and then multiply that out that way. That would

21 be wrong, because what if we don't have enough money

22 to do that? So we first take how much money there is

23 to share and then divide it up into how many

24 positions there actually are that are qualified.

25 MR. FROST: I see.
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1 BY MS. OKINAKA:

2 Q So No. 5 where you say "How much revenue

3 has been shared with the positions in total," is this

4 from inception till May 16th of this year, 618

5 million or so?

6 A Which number is that? No. 5?

7 Q No. 5.

8 A Yes, that is correct.

9 Q And this includes the use of account

10 balances to buy ad packs?

11 A That's right, uh-huh.

12 Q Okay. How many -- No. 6, how many -- oh,

13 okay. So if you look at Exhibit 8, which is the

14 little spreadsheet that came from the e-mail --

15 A Uh-huh.

16 Q -- that's the one. There's a figure there

17 of revenues from banner ad package combos that's

18 738.5 million. Is that the same -- it looks like it

19 has -- you have differing numbers for the same value.

20 A Well, that is how much revenue has been

21 generated. But remember, we also --

22 Q Exhibit 8?

23 A Exhibit 8, yes. But there's also the 10

24 percent commissions that get paid out as well, so

25 that wouldn't be shared because you can't double
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1 count that money.

2 Q Yeah. So that would account for the

3 difference there?

4 A I believe so.

5 Q Are there any other factors that would

6 account for it?

7 A I might check with my programmer and see,

8 because he's put this together. But that's what just

9 came to my mind right away is that when you're

10 looking at how the revenue is shared, there's some

11 that gets shared and some that goes into the revenue

12 sharing or the, you know, sponsor commissions, some

13 that goes to the company, some that goes to the

14 reserves.

15 Q So Exhibit 8 was revenue generated. Is

16 that what you were saying?

17 A Right. That's revenue generated, that's

18 right.

19 Q Okay. And Exhibit 9, the question I asked

20 you was how much revenue has been shared, and that's

21 going to be different?

22 A Right. That's correct.

23 Q Okay. No. 7 of Exhibit 9, how many

24 positions have not yet reached the max -- is that

25 have not yet reached the $55 fill line?
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1 A That's right.

2 Q And this is numbers of positions, not

3 dollar amounts, I guess?

4 A Right. Not dollar amounts, because they're

5 not worth anything. They're just positions.

6 Q So in the next set of responses you give us

7 in this e-mail, Exhibit 9, it says pay-ins table for

8 each category since February 10th. And your first

9 item here is banner ad package combo. That's ad

10 packs. And it shows 71.1 million.

11 A Uh-huh.

12 Q Is this -- is this figure showing actual

13 cash coming in as opposed to use of account balances?

14 A As it explains on page 2, it says -- let's

15 see. It's talking about the purchases through all of

16 the different payment gateways.

17 Q Okay.

18 A So that would include account balance, so

19 if someone is using their account balance.

20 MR. FROST: Account balance in, say,

21 PayPal -- or not PayPal but Payza or --

22 THE WITNESS: In the pay-ins table it would

23 show up as being a manual payment if it was using

24 their account balance.

25 MR. FROST: And that's what this is, the 71
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1 million?

2 THE WITNESS: So it's combination of all of

3 the different methods of payment that we accept,

4 which would include account balance, as has been

5 mentioned.

6 MR. FROST: Okay.

7 BY MS. OKINAKA:

8 Q Okay. I think we understand that.

9 And No. 9 on the same page, total active

10 balance on each member account, what's that?

11 A What that is, if you look at every member

12 account balance and you add it together, so if you

13 take I.D. No. 1, I.D. No. 2, I.D. No. 3, I.D. No. 4,

14 I.D. No. 5, and you add all of the I.D.s up until the

15 very last I.D., you add up all of the account

16 balance, it's $4,133,825.64. So that's the total on

17 everyone's balance. So if you've earned 10 percent

18 commissions, if you've been sharing in revenue,

19 whatever your account balance is, when you add that

20 together with all of the other members that are

21 involved in the program, that's the total that is

22 there.

23 MR. FROST: Does that mean all the

24 purchases made by members?

25 THE WITNESS: No. This is earnings. So if
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1 you log in to your back office and you look at how

2 much you've earned, your current balance, what you

3 can either use to make a purchase or use to send to

4 the payment processor. That's what that's talking

5 about, that balance. So that balance is a live

6 reading of how much you have actually on your

7 account. So you can use that money or withdraw that

8 money and send it to your payment processor.

9 BY MS. OKINAKA:

10 Q So this is the amount that I could

11 withdraw --

12 A Right.

13 Q -- all members could withdraw?

14 A Right. So that's what this is definitely

15 illustrating. Everything that is on every single

16 member account balance, if added together, that's the

17 total.

18 MR. FROST: I'd like to look back up at 8

19 again just real briefly to make sure this is the

20 same -- the same data we're looking at since February

21 10th as we were looking at in Exhibit 8. You show

22 the Monsoon Traffic netted sharing revenue, that

23 $43,000 amount?

24 THE WITNESS: Right. So that is revenue

25 that's been generated towards one of the advertising
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1 services, and that is revenue that would be shared

2 with people who qualify. That's absolutely right.

3 MR. FROST: Okay. And then the PPC

4 campaign is also revenue that would be shared, the

5 1.9 million?

6 THE WITNESS: That's right. So that's

7 people buying the advertising service.

8 MR. FROST: And the cash link, as we

9 discussed before, would not be part of the revenue

10 that would be shared?

11 THE WITNESS: Right. Cash links are not

12 shared.

13 MR. FROST: The login campaign would be,

14 and the site ad would be?

15 THE WITNESS: Uh-huh.

16 MR. FROST: And the start page campaign and

17 the text ad PPC campaign, those would all be

18 included?

19 THE WITNESS: That's right. That's right.

20 So the cash links, those are -- that's the only one

21 that's not included in the revenue sharing. All

22 other services are.

23 MR. FROST: And this is the total of all

24 the revenue that Traffic Monsoon has received since

25 February 10th?
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1 THE WITNESS: I could double check and find

2 out. But I believe so. I think that's all the

3 services that are being offered.

4 MR. FROST: Okay.

5 THE WITNESS: It's a lot of cash links.

6 People really like getting traffic that way. It's

7 one of our most popular ways of getting traffic.

8 MR. FROST: And next item, No. 10. I know

9 we've talked about this before, but would you explain

10 to us again what this balance reflects?

11 THE WITNESS: Sure. It's similar to the

12 active balances on member accounts. So if you were

13 to add together all of what people have on their

14 account balances, there's an amount that had to go

15 into pending because we're waiting on PayPal to

16 release those funds. So what it is is all of the

17 people that have earned anything towards their

18 account balance, that's the 27 million figure, that

19 if you added together everything that's on everyone's

20 account balance previous to when PayPal limited the

21 account. And we've put that date as being February

22 10th in our system, even though they limited any

23 money going out starting in January.

24 It took me about a month to try to figure

25 out how are we going to address this situation,
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1 because people are requesting to get paid and I can't

2 pay them because PayPal's holding all the money. So

3 that's when -- because PayPal's final cutoff, because

4 they limited the account also in February, so there

5 was revenues coming in and sales generating through

6 PayPal until February 10th or 11th. I don't remember

7 which day. I think it's the 10th.

8 So from when the payments cut off from

9 PayPal from coming in, we took all of those balances

10 because all of that revenue, all of the sales that

11 were generated for the services, that money is now

12 held by PayPal and I can't pay out with it. So

13 that's where it's gone into pending while we're

14 waiting for PayPal to release those funds. So what

15 you're seeing in No. 10 is what everyone has earned

16 total towards the funds that are currently being held

17 by PayPal. So that's that 27 million figure.

18 Then when you go to page 2, it shows how

19 much is total inside of PayPal is the 55 million. So

20 there's more inside of PayPal than is actually owed

21 to the members.

22 MR. FROST: What about balances that

23 haven't been paid yet? Because I'm sure some

24 members -- say, for instance, they bought an ad pack

25 on February 5th and they've only earned five dollars.

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!% 0;<76 #*"%)"$) 3497 '$ ?8 *,

076



41 (Pages 158 to 161)

Page 158

1 Are you accounting for that somewhere, that they're

2 going to be -- they should be in a sharing position

3 at some point in the future?

4 THE WITNESS: Right. So if someone

5 purchased an ad pack on February 5th and they've been

6 clicking through the traffic exchange, they've

7 qualified for sharing and they've received, in your

8 example, five dollars. And then PayPal limited the

9 account, and now I can't send them the five dollars.

10 So that five dollars is still there on their account

11 balance.

12 Inside of Traffic Monsoon, what it has is

13 the active balance and then a pending balance. So

14 the active balance is showing what we can actively

15 send to you, and then the pending balance is what's

16 being represented inside of PayPal. So the funds

17 that are being shown on the page, all of that

18 pending, if you look at the pending balance of every

19 single member, all of the number of people that have

20 anything that's pending, adding together all of that,

21 that's what this No. 10 is is the total pending

22 balances.

23 MR. FROST: And what I'm wondering is the

24 money that isn't pending, the guy who bought a $50 ad

25 pack and has only received five dollars, he still has
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1 a revenue sharing position, doesn't he?

2 THE WITNESS: He does.

3 MR. FROST: And will that kick in once the

4 funds are released from PayPal?

5 THE WITNESS: From PayPal, right.

6 Absolutely.

7 MR. FROST: But right now it's just

8 inactive?

9 THE WITNESS: It's just in pending, right.

10 It's because the majority of the revenue that we've

11 generated has come in through PayPal, and so those

12 positions are now in pending because all of that

13 money is pending. We don't know if -- I mean,

14 there's some people that speculate that PayPal will

15 never release it. I think that's ridiculous. I

16 believe they will. But as a business, I have to

17 prepare for that potential. If they don't release

18 it, then these positions, then, are nothing.

19 MR. FROST: If they do release it, though,

20 you're going to have to split the revenue with a lot

21 more people.

22 THE WITNESS: Right, right. That's

23 correct.

24 MR. FROST: So do you know how many ad

25 packs are in that position where they're still
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1 owed -- they're still in a position to earn revenue?

2 THE WITNESS: Right. So it's saying

3 pending, waiting PayPal release on No. 7 in Exhibit

4 9, the 6 million is currently pending. That's the

5 total number of pending positions that are waiting

6 PayPal's release.

7 MR. FROST: Oh, okay. So those are --

8 well, are they ad packs?

9 THE WITNESS: Well, they're sharing

10 positions --

11 MR. FROST: Sharing positions.

12 THE WITNESS: -- which they only can get if

13 they bought an ad pack. So these are not ad packs.

14 The advertising service that they've paid for has not

15 gone into pending. The service actually that they've

16 paid for is still being delivered.

17 MR. FROST: Okay.

18 THE WITNESS: Just, the revenue that's

19 being held on that account, I can't touch it, so it

20 needs to be just put into pending until we get that.

21 MR. FROST: Why wouldn't you continue to

22 share revenue with them? I mean, I understand that

23 the money that they've received so far in the example

24 we've talked about, five dollars, but what about

25 February 11th and 12th? Why wouldn't that person be
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1 able to share in the revenue?

2 THE WITNESS: The main reason why is inside

3 of our database, those positions, as you can see in

4 Exhibit 7, it shows up as an ad pack pool. So when

5 we put people's balances in pending, it goes by a

6 date range. So that ad pack pool or that sharing

7 position is now based on a date range within the

8 database. So those portions of balances are all

9 being put into pending, if that makes sense. So that

10 position in the database is gauged on a date range,

11 if that makes sense.

12 So that would not only put the amount of

13 that sharing position in pending, because it would

14 then put that portion of the balance in pending, but

15 it would also make it so that if we shared anything

16 more with it, it would just count towards the pending

17 balance instead of actually towards the live

18 balance --

19 MS. OKINAKA: Okay.

20 THE WITNESS: -- because it's based upon a

21 date range.

22 MR. FROST: So it's a programming issue

23 with your database?

24 THE WITNESS: It's just the way that it's

25 kept records is each sharing position is marked by a
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1 date range. So since these sharing positions have

2 been in that date range and shared in revenue from

3 PayPal, they are now having to be placed into pending

4 until they release those portions of the balance that

5 back those balances up.

6 So that's why both the positions -- from

7 maybe a member perspective, it's maybe they think

8 it's two separate things, like it's a position and a

9 balance. It's the same; you know what I'm saying?

10 The balance that's being -- inside that ad pack pool,

11 that's a position that they're qualifying to receive

12 an increase towards.

13 Maybe I'm not explaining it correctly.

14 BY MS. OKINAKA:

15 Q Oh, no. I think -- so the guy who has

16 earned five dollars and then the freeze went into

17 effect, he's still earning -- I mean, he's still

18 entitled to earn if he qualifies until -- and so that

19 additional money that he's entitled to, the

20 additional profit, will that be paid when the freeze

21 ends?

22 A I'll explain it a little bit better. When

23 someone buys an ad pack, what they receive is a

24 service, and then what they receive in their cash

25 history or their balance history on their account is
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1 this ad pack pool thing. It's a position. And it

2 starts out at zero.

3 And then when they click and qualify to

4 receive the revenue, whatever the revenue is, it gets

5 shared with them. And so that same record, let's say

6 it's dated with today's date. Today's date will

7 always be on that record; but when the revenue gets

8 shared, it will say, okay, so our system will say

9 we've got this amount of revenue to share, this many

10 positions, divide, and then -- let's say whatever it

11 is, let's say a penny, gets shared with all the

12 different positions. So when that penny gets shared

13 out, it will say whatever that balance is, whatever

14 amount, plus one cent. You know what I'm saying?

15 Q Uh-huh.

16 A So whatever that revenue is, it gets shared

17 with whatever those positions are. But in the system

18 it's got that date-time stamp. So when PayPal

19 limited the account and I could no longer access the

20 funds that backed up those portions of account

21 balances, that account balance was then put into

22 pending, which meant that I can't add anything to it

23 anymore --

24 Q Oh, okay.

25 A -- until it comes out of pending. So when
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1 PayPal releases the funds, those sharing positions

2 would then go active again as well. And so then when

3 people are continuously buying the services, they

4 could continuously click and share in the revenue as

5 well.

6 Q So when it comes out of pending, will they

7 be credited for the revenue that should have been

8 shared with them during that intervening period?

9 A No. It would be impossible to do that.

10 Q They'll just start from where they're at?

11 A Start from where they're at, right.

12 Q Oh, okay.

13 A Plus, I think it's safe for me to take that

14 route, because some of these people, they've opened

15 up disputes for these purchases. So --

16 Q And you don't know what will happen with

17 that?

18 A Right, right.

19 Q Do you need to do your parking?

20 A Yes.

21 MS. OKINAKA: We'll go off the record.

22 We'll just take a break.

23 (A brief recess was taken.)

24 BY MS. OKINAKA:

25 Q So we're back on the record at 2:36. And
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1 while we were taking a break, we didn't talk about

2 the case, did we?

3 A No, we did not.

4 Q We're showing you Exhibit 10 again.

5 A Okay.

6 Q It's the table that we derived from your

7 e-mail that was Exhibit 9.

8 A Okay.

9 MR. FROST: And all we did was, I just put

10 it in an Excel spreadsheet and separated it into two

11 columns. So you can compare the other exhibit with

12 your e-mail to this if you'd like. We didn't change

13 any of the numbers doing it.

14 THE WITNESS: Okay.

15 MR. FROST: We did add some totals at the

16 bottom, if you -- well, first of all, why don't you

17 tell us what these numbers represent in Exhibit No.

18 10.

19 THE WITNESS: Well, I asked my programmer

20 to provide for me an amount that was shared on each

21 day, starting December 1st. The intention was, I

22 think you had asked for how much had been shared with

23 each position, but there's not a historical view of

24 how much or how many positions are qualified on those

25 dates. So he said that he'll get to work on seeing
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1 what he can do as far as getting how much money was

2 actually shared on those dates. So this was what my

3 programmer gave me.

4 MR. FROST: And this is the amount of money

5 that was shared each day, and so this amount would be

6 divided by the number of sharing positions.

7 THE WITNESS: Right, however many that is

8 which have qualified for sharing.

9 MR. FROST: Qualified sharing positions?

10 THE WITNESS: Yeah.

11 MR. FROST: Okay. And if we go to the last

12 page -- and this is just from December 1st through

13 May 15th. And total amount -- total amount dollars

14 shared from December 1st to May 15th is 397,562,000.

15 Now, could you explain to us, this doesn't

16 mean actual cash at PayPal or some money processor,

17 does it? Or what does it mean?

18 THE WITNESS: Well, this is a combination

19 of money that has come in to the payment processors,

20 but also a compilation of when people use money

21 inside of their Traffic Monsoon account to make a

22 purchase. Then that revenue is then accounted for

23 inside PayPal or Payza or SolidTrustPay, but it's now

24 being shared because someone used that inside of

25 their Traffic Monsoon balance to make a purchase, and
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1 so now it's being shared. So it might not be money

2 that is now coming out from someone's bank, because

3 we're holding it inside of one of our payment

4 processor accounts. And now it's no longer

5 attributed to them, because they used that money for

6 a purchase. And we've covered that before.

7 MR. FROST: And again, on the last page I

8 did add up the monies paid each day from February

9 10th through May 15th, which is I believe the time

10 since PayPal froze the funds. So this would have

11 been transactions outside of PayPal.

12 THE WITNESS: Right. You can definitely

13 see a drop on February 10th, because there were less

14 purchases because PayPal wasn't processing that day.

15 MR. FROST: I noticed throughout February,

16 even though money was not able to go out of PayPal,

17 there still seems to be a lot of money that was -- a

18 lot of revenue that was being paid, or credited to

19 accounts. How would you describe that?

20 THE WITNESS: Well, we still had sales

21 coming in through all of the other different payment

22 processors, which included account balances.

23 MR. FROST: What percent of your business,

24 say, in February of 2016, was from -- went through

25 PayPal, would you guess?
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1 THE WITNESS: I'd really have to crunch the

2 numbers to look at it, just so I could be sure. I

3 just don't know right off the bat. But definitely a

4 large percentage of the business comes in through

5 PayPal. If I was to estimate, without looking at the

6 numbers, I'd probably say more than 95 percent of the

7 business was coming in through PayPal. But if I

8 looked at the numbers, I might discover that I'm

9 wrong. So I don't really know. Definitely PayPal

10 was a major source of sales, because people enjoy

11 using PayPal more than anything else.

12 MR. FROST: Okay. And it looks like from

13 January 10th, 11th, 12th, the amounts just kept

14 increasing --

15 THE WITNESS: Yup.

16 MR. FROST: -- to February 9th to 6.5

17 million. And then February 10th is when it was

18 frozen?

19 THE WITNESS: Yeah. That's when they

20 stopped allowing purchases to come through PayPal.

21 MR. FROST: Okay.

22 THE WITNESS: It was in January that they

23 stopped allowing money to go out from PayPal, but

24 then they left it on for another 30 days for

25 purchases to continue to come in.
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1 MR. FROST: So when did -- they told you

2 about that in January sometime?

3 THE WITNESS: January, uh-huh.

4 MR. FROST: They told you they were not

5 going to allow money out?

6 THE WITNESS: That's right.

7 MR. FROST: At what point did you realize

8 they were going to not allow money in or out?

9 THE WITNESS: Well, they told me that

10 purchases would be allowed to be on for another 30

11 days as the transition away from PayPal, and then

12 after 30 days I wouldn't be able to process

13 purchases. So they told me at that same time. I

14 think it was January 11th.

15 MR. FROST: Okay.

16 (SEC Exhibit No. 11 was

17 marked for identification.)

18 BY MS. OKINAKA:

19 Q We're showing you Exhibit 11, and it's just

20 a screen shot of the beginning of a YouTube video

21 that I'd like to know if you remember this video that

22 you published on January 12th of this year --

23 A I do remember that one, yeah.

24 Q -- where you say "Traffic Monsoon is

25 transitioning into our own TM World Bank to make it
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1 easier for members to get paid."

2 So transitioning, I think you spoke about

3 the plan to transition away from PayPal into other

4 payment processors and then eventually to a bank. And

5 was this after you learned about the limitation on

6 the account?

7 A Well, we had met with someone in London.

8 His name is Sayeed. I don't remember his last name

9 now. I've got it on my phone, I think. But Sayeed,

10 he had set up a bank for another company before, and

11 he was telling us that he could do the same thing for

12 us, and he was talking about the dangers of using

13 PayPal or other different payment processors. And he

14 said that he could set one up for us and that we

15 could have our own credit cards, our own processing,

16 not only for purchases, but then we could issue

17 Traffic Monsoon bank cards for people to get paid out

18 on, and we could save members a lot of the

19 transaction fees. And I just thought, you know, this

20 actually sounds like a really good idea.

21 So we started going through the process of

22 filling out documents and know your customer -- KYC

23 kind of stuff to apply for a bank. And while we were

24 in Dubai, we were still filling out that paperwork.

25 So when I got that phone call from PayPal --
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1 actually, it was conference call that they asked me

2 to call in to.

3 So when I called in I was asking them, you

4 know, what can I do to help you guys? Because I'd

5 just had a really good conference just a couple weeks

6 before, congratulating me on the growth of the

7 business, telling me how great my chargeback ratio

8 was, how it was less than half of a percent, telling

9 me things like out of all of the merchants at your

10 sales revenue level, you're the best performing, and

11 all these really nice things to say about my

12 business. And they said, we don't know how you're

13 doing that, but keep up the good work. So it just

14 felt like everything was on the up-and-up with

15 PayPal.

16 So in January when I was just heading out

17 to Dubai, that's when they called me is my first

18 night there. Because I said, well, is it

19 something -- is the issue pressing? Should we set it

20 up before I get to Dubai? And he said, well, just

21 call us when you get there. So I was like, all

22 right, so it's not pressing. That's good.

23 Q So what did they tell you when you called?

24 A So I called them, and they said, Charles,

25 we're sorry to inform you, but we are now at PayPal
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1 needing to part ways with your business.

2 And I was like, why?

3 And they said, because your company is

4 growing too fast in too short amount of time.

5 And I was like, yeah, but that doesn't make

6 sense. Give me a better explanation of this.

7 And he said, well, it's just because of how

8 much growth you have.

9 I'm like, yeah, but that doesn't increase

10 the risk on you guys. I was explaining to them how

11 much was on each member balance, the amount that's in

12 reserves, helping them recognize that they're not

13 really experiencing any greater increase in risk,

14 because if there's a percentage of chargebacks, it's

15 less than half a percent.

16 Even if we're increasing in sales, that

17 percentage is still the same. So the actual risk

18 factor is exactly the same with the growth. And they

19 said, sorry; we've discussed this through a number of

20 different departments, and this is not something that

21 you can appeal.

22 MR. FROST: Do you recall who was on the

23 phone call from PayPal?

24 THE WITNESS: Yeah. I wrote it down in an

25 e-mail to Dennis. But now that it's been so long,
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1 trying to remember the name. It's my account

2 manager, and -- oh, I'd have to pull it up.

3 BY MS. OKINAKA:

4 Q So when they called, did they talk to you

5 about the plans to limit your account?

6 A Yeah, they did. They said that their

7 strategy for the separation, we're moving away from

8 Traffic Monsoon and PayPal working together. They

9 said that they're going to allow sales to remain on

10 for 30 days, but no money could come out.

11 I said, actually, I think I'd like that

12 reversed, because I want to keep paying people. And

13 that's what I was telling them on that phone call.

14 It would be great if I had that phone call

15 recorded, because I was pleading -- because my desire

16 is to pay the people. And that's what I was -- I was

17 on the phone just trying to explain to them there's

18 people who have walked away from their day jobs to

19 sell Traffic Monsoon services. There's been people

20 that have no other source of income. So if they have

21 no source of income and now the income that they've

22 earned on Traffic Monsoon cannot be paid to them,

23 it's going to really impact their lives, especially

24 when it's -- okay, it's January 10th or whatever.

25 They only have a couple weeks before the beginning of

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!% 0;<76 #*"%)"$) 3497 '( ?8 *,

080



45 (Pages 174 to 177)

Page 174

1 the next month to figure out a plan, you know.

2 MR. FROST: Did PayPal at any point during

3 this conversation, or even prior to that, give you an

4 option of returning monies that had come in from

5 people?

6 THE WITNESS: Well, they have. They said,

7 Charles, we won't allow you to send any money out to

8 anyone, but you can refund people. And I was like,

9 okay, but you guys don't understand. If I do those

10 refunds, then member balances would be unsupported.

11 The commissions that have been paid to the sponsors

12 for selling the services, now I've reversed that, so

13 that means the money that's been awarded to that

14 account needs to be reduced as well. It will just be

15 a headache and a hassle to try to find out who's been

16 reversed, how much of that gets reversed. And then

17 what about the amount that's already been paid out?

18 So I've already paid out these commissions to some of

19 these people, and they've sent them to their banks.

20 So if I refund someone but they've already

21 cashed out those commissions and sent them to their

22 PayPal account, they've sent them to their bank, I

23 can't get it back. So how in the world am I supposed

24 to say, okay, I'll just refund these people? That

25 doesn't make any sense, because now my business is no
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1 longer supported and member balances go into

2 negatives and all kinds of things. It doesn't make

3 sense.

4 MR. FROST: When did they give you that

5 option?

6 THE WITNESS: I'm trying to think. I think

7 they gave me that option on that call.

8 MR. FROST: Early January?

9 THE WITNESS: January 11th.

10 MR. FROST: January 11th.

11 THE WITNESS: When I was on call with them.

12 They said that the only thing that -- they said,

13 we're restricting all access other than with making

14 purchases. People can continue to make purchases,

15 but no money can come out, but you can give people

16 refunds.

17 BY MS. OKINAKA:

18 Q Do you know why they did it that way, no

19 money can come out -- no --

20 A Money can come in but can't go out?

21 Q Yeah. Why --

22 A I have no idea. I asked them, and they

23 said that's just the decision that they've made in

24 parting ways with Traffic Monsoon.

25 MR. FROST: Did they offer any other
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1 options to you in terms of paying people back?

2 THE WITNESS: Well, no, other than just

3 refunding people for their purchases of service. I

4 was wanting to get people paid for what they have

5 earned or what they had qualified to share in, you

6 know, because ultimately people I knew were going to

7 be blaming this on me.

8 BY MS. OKINAKA:

9 Q So this call -- well, this webcast that you

10 did was on January 12th, this Exhibit 11, and --

11 A So it kind of comes as a way of -- in my

12 position, I was talking with some people that were

13 there, and I said, how am I supposed to release this

14 news in a way that doesn't cause people just to open

15 up a massive amount of disputes? Because if we come

16 right out and tell people, "We just lost PayPal,"

17 then people would just go straight to PayPal and open

18 disputes. And that's one of the things we definitely

19 didn't want to do.

20 So I was talking with a friend of mine who

21 was involved in Traffic Monsoon. He's an attorney in

22 the UK. I asked him, What are your thoughts?

23 And he said, Charles, since you are trying

24 and you've been working on opening up your own

25 Traffic Monsoon bank, then let members know that. And
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1 since we are now in this transition, let people know

2 that we are transitioning away from PayPal, because

3 that's what PayPal has said to you is that there's a

4 transitioning away from each other.

5 I'm like, okay. So I'm transitioning away

6 from PayPal, and now we just need to wait six months

7 for those funds to come out. And PayPal did tell me

8 that they're going to review the count each 30 days

9 to release funds, and so that's what I was telling

10 people.

11 And then I wanted to let people know in

12 this video that a lot of people were sending out all

13 these rumors that we all ran out of money, and I

14 wanted them to know we didn't. That's not the case

15 here. The money is there. It's not like I've

16 created some kind of a scheme that I'm telling you,

17 you're earning money but the money's not really

18 there, something like that. The money is there, and

19 I wanted them to see that.

20 So I showed, you know, going into these

21 different payment processors, showing people how much

22 is actually there, just to help prove, look, you

23 guys, the money is there. This is a situation that's

24 going on moving away from PayPal, and now we have to

25 wait for those funds to be transitioned out of
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1 PayPal.

2 MR. FROST: So during -- from January

3 12th -- 11th through 12th through February 10th

4 through 11th, I assume people tried to get money out

5 of PayPal?

6 THE WITNESS: Yeah.

7 MR. FROST: What were they told?

8 THE WITNESS: Well, that's the really

9 confusing thing. Because from our side, at first

10 people were making those requests, and I had to

11 cancel them. So I turned off withdraw requests

12 through PayPal and said, you guys can withdraw

13 through Payza now; because we had funds in Payza and

14 also funds in Solid Trust.

15 So then what happened is the account member

16 balance -- or, I'm sorry -- the earnings on those

17 accounts was actually mostly supported inside of

18 PayPal. So when there was that big rush of requests

19 for money, it depleted what was inside of Payza and

20 what was inside of Solid Trust. Then I was trying to

21 send money from my bank to Solid Trust. And my bank,

22 for whatever reason, has wrongly identified

23 SolidTrustPay as being a gambling site. And I think I

24 mentioned that in this video.

25 And Payza, it's going to take some time. I
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1 had some money in my bank, so I was sending all of

2 the money straight over to Payza. And since I was

3 international at the time, I was sending $100,000

4 every single day until I was all out of money myself,

5 because I just wanted to pay people. That was the

6 big goal.

7 And that's why I was in Dubai as well is

8 because we had some people there who were saying, I

9 think we can help. We've got some money. How much

10 do you need? Let's work out an arrangement. But all

11 of those deals fell through, and nobody probably ever

12 had any real money. But they probably want just to

13 work out some deal from us to get something from me

14 first as collateral, which they would never be able

15 to deliver. So sorting through all of that, ended up

16 walking away from Dubai saying, I'm not going to fall

17 for any one of those traps.

18 But when people were trying to get money

19 out of PayPal and then they didn't see PayPal as an

20 option to withdraw from my site, they were contacting

21 PayPal and asking questions. And there's been so

22 many people in different forums that have said that

23 PayPal told them they're not holding onto any money.

24 Sometimes people were told from PayPal, there's no

25 money inside of Traffic Monsoon's account. Sometimes
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1 they're being told, oh, well, Traffic Monsoon is a

2 scam, so we aren't going to do business with scams.

3 So make sure to go to your bank and open up a

4 chargeback.

5 So PayPal was telling these people to go to

6 their banks and open up disputes with their banks to

7 get money back, recommending people to open up

8 disputes with PayPal to get their money back, telling

9 people that I'm operating some kind of a scam. And

10 I'm not. And so it really bothered me that PayPal

11 and that customers of mine were telling me this is

12 what PayPal has said.

13 So I've got some sound recordings on my

14 computer of what PayPal has said, and I sent them

15 over to Dennis. And so we were going to pursue them,

16 but it didn't look like anything would actually ever

17 come from that anyway.

18 BY MS. OKINAKA:

19 Q So in your webcast on January 12th, you

20 didn't tell people that PayPal had said they were

21 going to freeze the account.

22 A And the main reason why is because in the

23 industry -- I've seen this happen to other sites

24 before -- when a site releases that they've lost

25 PayPal and to wait 180 days, people just go, dispute,
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1 dispute, dispute. So we wanted to portray the same

2 type of message that we're needing to transition

3 those funds out of PayPal. It may take some time.

4 But I didn't want to up front tell them exactly what

5 had gone on, just to avoid the massive number of

6 disputes. But then as people kept asking questions,

7 I was like, you know what, I'm just going to tell

8 people what's really been going on, because I try to

9 be as transparent as I possibly can that way.

10 MR. FROST: But you didn't do another

11 video, did you, until after -- I think the next one

12 was in March.

13 THE WITNESS: I did another one. I was

14 still in Dubai, and I was telling people what was

15 going on. But I don't -- I don't know if it's

16 uploaded on my channel. I think it's on Amar's

17 channel.

18 BY MS. OKINAKA:

19 Q So your attorney friend in the UK, what's

20 his name?

21 A Amar Alyas. A-m-a-r, and last name is

22 A-l-y-a-s.

23 Q Did he advise you not to tell the members

24 that what -- you know, the details of what had

25 happened with PayPal?
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Page 182

1 A He was saying, avoid saying that you're

2 limited right now, because that would just cause

3 panic, and put this as a positive spin. He said,

4 what you probably want to do is take this as a

5 proactive kind of approach that we are moving away

6 from PayPal. Because even though it was forced on us

7 by PayPal -- just word it that way in a sense --

8 because we are actually moving away from PayPal. And

9 if -- I really wish in some ways that a lot of this

10 was known at the time, but, you know, with the bank,

11 we don't know if that's actually going to happen,

12 because we have to wait for those funds to come out

13 of PayPal anyway for that initial deposit. And

14 hearing a lot of people's concerns about opening up a

15 bank, it's now causing me to think, well, if there's

16 all these concerns, maybe it would be best not to do

17 it.

18 Q So you're not sure if you're going to do

19 the Traffic Monsoon bank?

20 A Yeah, I don't know. But at the time we

21 were thinking, well, we've got to transition those

22 funds out of PayPal anyway, and it would probably

23 take six months for that anyway. So that's why we

24 said it the way that we did.

25 MR. FROST: What is your current plan for
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1 the money once PayPal releases it?

2 THE WITNESS: Well, the current plan is

3 first we need to see how PayPal's going to release

4 it, because I've added my business account to the

5 PayPal account now, so I'm going to want them to send

6 it to my business account, and then from that I can

7 send it to Allied Wallet. I can send it to Payza. I

8 can send it -- still working on the SolidTrustPay

9 thing. So we'll see what we can do as far as getting

10 people paid with the money that's actually being

11 released.

12 MR. FROST: So when you say send it to your

13 account, you have another Traffic Monsoon account at

14 PayPal, or just your own name? Or what is that?

15 THE WITNESS: So what I mean is there's --

16 the funds right now are inside of the PayPal account

17 already. And what we want to do is move those funds

18 to a position where we can pay the people. To do

19 that, I would have to first send it from PayPal to

20 the Traffic Monsoon bank account that's at Chase, and

21 then from Chase then I could send that to Allied

22 Wallet, because what Allied Wallet has are these

23 cards that I can pay people with. So that's the

24 goal, but there's definitely people that don't want

25 those cards. They would prefer getting paid through
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1 Payza or SolidTrustPay.

2 So I'd have to find out how much those

3 requests are, kind of gauge the trends, and just make

4 sure to get the money where it needs to be. But I'm

5 probably going to do that in a staged release,

6 because I wouldn't be able to move all that money all

7 at once. And I'm guessing that PayPal is probably

8 not going to release it all at once, either. And I'm

9 hoping that they do release some early, because then

10 that could help make that staged release a better

11 transition.

12 MR. FROST: I know when we talked a few

13 weeks ago you said that your plan was to move the

14 PayPal money to TM bank, but it sounds like that's

15 probably a little bit from now.

16 THE WITNESS: We'll have to see. I mean,

17 it's all waiting for PayPal to release the funds, and

18 that's in August. So definitely there's been a lot

19 of thought, but it's also kind of tentative because

20 that's in August and it's about three months away

21 still.

22 So I haven't made a firm, like, do we still

23 open the bank or not? There's a part of me that

24 wants to, because there are so many people out there

25 that are haters who have been saying, you can't do
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1 that, and I want to prove them wrong and just show

2 them we can do this; we can pull this off, and we're

3 going to make people so happy. But if people are

4 happy with what we've got, then there's a part of me

5 that's like, we don't really need it, but it will be

6 good in some ways.

7 MR. FROST: Have you spent money so far to

8 open a Traffic Monsoon bank?

9 THE WITNESS: Let me see. I've wired some

10 money to Sayeed to cover some of the fees and

11 expenses. I think it was something like $45,000 or

12 $50,000, something like that.

13 MR. FROST: And it's not in process now, or

14 is it in process?

15 THE WITNESS: It's been a while since I've

16 spoken with Sayeed about it, but he did say that it's

17 just pending the PayPal release. Because if I

18 understand it correctly, and I just have to speak

19 with him more to get -- if you had specific questions

20 about the bank, I could definitely make sure to get

21 the answers for you, because it's really just his

22 team that's doing it all. And I have full trust in

23 him, because I know him and I've been around him

24 quite a bit. Plus, I have a friend that's been

25 friends with him for years, so there's a really good
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1 trust factor there.

2 So I believe that what he's doing is real.

3 I just haven't seen much of what's been really going

4 on behind the scenes.

5 MR. FROST: Would that be a bank in the UK,

6 or --

7 THE WITNESS: You know, the location of the

8 bank, I don't really know where.

9 MR. FROST: I mean, it would be chartered

10 some way, wouldn't it?

11 THE WITNESS: I'd have to get the specifics

12 on that. But from what I understood, it would be our

13 own bank and that we would have our own banking

14 license. And that's what I filled out was an

15 application for the bank license to be in my name, so

16 I'd be the owner of this bank. But I don't know the

17 status of everything on that yet.

18 MR. FROST: Okay.

19 BY MS. OKINAKA:

20 Q So in your January 12th video, webcast, you

21 say that you've received half a billion dollars in

22 purchases from members to date. And does that include

23 purchases made with account balances, then?

24 A Right. That's correct. So it's been that

25 amount of sales generated since the beginning.
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1 Q So have you disclosed to members that this

2 is not -- well, this is not all new cash flowing into

3 Traffic Monsoon, that some of it is use of account

4 balances? Or do you feel it doesn't -- it's a

5 distinction without a difference?

6 A I never really looked at it that way. I

7 always just looked at it as since it is real money

8 being actively used to make a purchase, then it's a

9 sale that's backed up by real money. So it's real.

10 It's a real sale. That's the way I look at it,

11 anyway.

12 MS. OKINAKA: I don't know if we have any

13 more questions for you today, so thank you very much

14 for coming in. And if you want to say anything on

15 the record now to add to what you've said so far,

16 feel free.

17 THE WITNESS: No. I guess -- I guess it's

18 good for me to read over what it was that you guys

19 were investigating for. And I hope that through

20 these conversations that you've been able to discover

21 that I haven't been offering any kind of investment,

22 and it's definitely -- there's nothing misleading on

23 the website as far as what people are purchasing.

24 Everything is fully disclosed, described, outlined.

25 And even if there's a little confusion with
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1 things, like when you lose PayPal, your mind gets

2 scrambled and you're out of sorts, and I might have

3 made mistakes of saying something the wrong way. But

4 I've always been honest and transparent with the

5 people that are involved in my business.

6 MS. OKINAKA: Okay. All right, we're off

7 the record at five after three.

8 (Whereupon, at 3:05 p.m., the examination

9 was concluded.)

10 * * * * *

11
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Daniel J. Wadley (10358)
wadleyd@sec.gov
Amy J. Oliver (8785)
olivera@sec.gov
Alison Okinaka (7954)
okinakaa@sec.gov
Cheryl M. Mori (8887)
moric@sec.gov
Attorneys for Plaintiff
Securities & Exchange Commission
351 South West Temple, Suite 6.100
Salt Lake City, Utah 84101
Tel. 801-524-5796
Fax: 801-524-3558

IN THE UNITED STATES DISTRICT COURT
DISTRICT OF UTAH, CENTRAL DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

PLAINTIFF,

v.

TRAFFIC MONSOON, LLC, a Utah Limited
Liability Company and CHARLES D.
SCOVILLE, an individual,

DEFENDANTS.

[PROPOSED] TEMPORARY
RESTRAINING ORDER AND ORDER

ACCELERATING DISCOVERY

Case No.: 2:16-cv-00832-DB

Judge Dee Benson

Plaintiff, Securities and Exchange Commission (the “Commission”), has made an Ex

Parte Motion for a Temporary Restraining Order, Order Appointing Receiver, Freezing Assets

and Other Ancillary Relief and Memorandum in Support Thereof (“Motion”) to restrain

Defendants Traffic Monsoon LLC and Charles D. Scoville (collectively, the “Defendants”) from
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engaging in ongoing violations of the federal securities laws. The Court has considered the

Commission’s Motion, the exhibits filed therewith, and the supporting declarations and

documentation, together with the argument of counsel. Based upon the foregoing, the Court

makes the following findings:

1. This Court has jurisdiction over the subject matter of this action and over

Defendants.

2. The Commission has made a sufficient and proper showing in support of the relief

granted herein as required by Section 20(b) of the Securities Act of 1933 (the “Securities Act”)

[15 U.S.C. § 77t(b)] and Section 21(d) of the Securities Exchange Act of 1934 (the “Exchange

Act”) [15 U.S.C. § 78u(d)] by evidence establishing a prima facie case of and a strong likelihood

that the Commission will prevail at trial on the merits and that the Defendants, directly or

indirectly, have engaged in and, unless restrained and enjoined by order of this Court, will

continue to engage in acts, practices, and courses of business constituting violations of Sections

5(a), 5(c), and 17(a) of the Securities Act [15 U.S.C. §§ 77e(a), 77e(c) and 77q(a)] and Section

10(b) of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5 thereunder [17 C.F.R. § 240.10b-

5].

IT IS HEREBY ORDERED:

I.

The Commission’s Ex Parte Motion for a Temporary Restraining Order and Other Relief

is granted.

II.

Pending the determination of the Commission’s Motion for a Preliminary Injunction or
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hearing on the merits, Defendants and their officers, agents, servants, employees, attorneys, and

accountants, and those persons in active concert or participation with any of them, who receive

actual notice of the order by personal service or otherwise, and each of them, are temporarily

restrained and enjoined from engaging in the transactions, acts, practices, and courses of business

described herein, and from engaging in conduct of similar purport and object in violation of

Sections 5(a), 5(c), and 17(a) of the Securities Act and Section 10(b) of the Exchange Act and

Rule 10b-5 thereunder.

III.

Defendants shall appear before this Court at ______ o’clock in the ______, on the

_______ day of ____________, 2016, in Courtroom _______, of the United States District Court

for the District of Utah, or as soon thereafter as they can be heard, to show cause, if any there be,

why this Court should not enter a Preliminary Injunction and order preliminary relief against

Defendants pursuant to Rule 65 of the Federal Rules of Civil Procedure, and extending the

temporary relief granted in this Order until a final adjudication on the merits may be had.

IV.

Pending the above-ordered preliminary injunction hearing, the Court hereby orders

expedited discovery as detailed below:

a. Discovery may commence immediately. The parties need not await the exchange

of initial disclosures prior to initiating discovery through any other means

permitted by the Federal Rules of Civil Procedure.

b. Depositions may be scheduled on three days written notice to the parties, which

notice must be served by facsimile and electronic mail.
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c. The parties must respond to interrogatories within three days of service thereof.

Service of interrogatories must be made by facsimile and electronic mail.

d. The parties must respond to requests for the production of documents and requests

for admission within five days of service thereof.

V.

Defendants and each of their officers, agents, servants, employees and attorneys, and

those persons in active concert or participation with them who receive actual notice of this Order

by personal service or otherwise, including facsimile transmissions, electronic mail or overnight

delivery service, and each of them, shall, within five (5) days of receiving actual notice of this

Order, take such steps as are necessary to repatriate and deposit into the registry of the Court in

an interest bearing account, any and all funds or assets that presently may be located outside of

the United States that were obtained directly or indirectly from investors.

VI.

Defendants and each of their officers, agents, servants, employees and attorneys and

those persons in active concert or participation with them who receive actual notice of this Order

by personal service or otherwise, including facsimile transmission, electronic mail, or overnight

delivery service, are hereby restrained from destroying, mutilating, concealing, altering,

disposing, or transferring custody of any items, including but not limited to any books, records,

documents, correspondence, contracts, agreements, assignments, obligations, tape recordings,

computer media or other property relating to defendants or the misconduct described in the

Complaint.
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VII.

This Court shall retain jurisdiction over this action for the purposes of implementing and

carrying out the terms of all orders and decrees which may be entered herein and to entertain any

suitable application or motion for additional relief within the jurisdiction of this Court.

IT IS SO ORDERED, this _____ day of ___________, 2016, at Salt Lake City, Utah

___________________________________
UNITED STATES DISTRICT JUDGE
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Daniel J. Wadley (10358)
wadleyd@sec.gov
Amy J. Oliver (8785)
olivera@sec.gov
Alison Okinaka (7954)
okinakaa@sec.gov
Cheryl M. Mori (8887)
moric@sec.gov
Attorneys for Plaintiff
Securities & Exchange Commission
351 South West Temple, Suite 6.100
Salt Lake City, Utah 84101
Tel. 801-524-5796
Fax: 801-524-3558

IN THE UNITED STATES DISTRICT COURT
DISTRICT OF UTAH, CENTRAL DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

PLAINTIFF,

v.

TRAFFIC MONSOON, LLC, a Utah Limited
Liability Company and CHARLES D.
SCOVILLE, an individual,

DEFENDANTS.

[PROPOSED] ORDER APPOINTING
RECEIVER, FREEZING ASSETS,

AND OTHER ANCILLARY RELIEF

Case No.: 2:16-cv-00832-DB

Judge Dee Benson

WHEREAS this matter has come before this Court upon motion of the Plaintiff U.S.

Securities and Exchange Commission (“SEC”, “Commission” or “Plaintiff”) to appoint a

receiver in the above-captioned action; and,

WHEREAS the Court finds that, based on the record in these proceedings, the
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appointment of a receiver in this action is necessary and appropriate for the purposes of

marshaling and preserving all assets of Traffic Monsoon, LLC (“Traffic Monsoon”), and all

assets of Charles D. Scoville (“Scoville”) (assets of Traffic Monsoon and Scoville, collectively,

“Receivership Assets”) as well as the assets of any other entities that: (a) are attributable to funds

derived from investors or clients of the Defendants; (b) are held in constructive trust for the

Defendants; (c) were fraudulently transferred by the Defendants; and/or (d) may otherwise be

includable as assets of the estates of the Defendants (collectively, the “Recoverable Assets”);

and,

WHEREAS this Court has subject matter jurisdiction over this action and personal

jurisdiction over the Defendants, and venue properly lies in this district.

NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED

THAT:

1. This Court hereby takes exclusive jurisdiction and possession of the assets, of

whatever kind and wherever situated, of Traffic Monsoon, LLC (as defined herein) and Charles

D. Scoville, (collectively, the “Receivership Defendants”).

2. Until further Order of this Court, Mary Margaret (Peggy) Hunt of Dorsey &

Whitney LLP is hereby appointed to serve without bond as receiver (the “Receiver”) for the

estates of the Receivership Defendants.

I. Asset Freeze

3. Except as otherwise specified herein, all Receivership Assets and Recoverable

Assets are frozen until further order of this Court, including but not limited to any accounts held

at PayPal Holdings, Inc., Payza, Solid Trust Pay, Allied Wallet LTD, and JPMorgan Chase
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Bank, N.A. Accordingly, all persons and entities with direct or indirect control over any

Receivership Assets and/or any Recoverable Assets, including but not limited to the

Receivership Defendants, other than the Receiver, are hereby restrained and enjoined from

directly or indirectly transferring, setting off, receiving, changing, selling, pledging, assigning,

liquidating or otherwise disposing of or withdrawing such assets. This freeze shall include, but

not be limited to, Receivership Assets and/or Recoverable Assets that are on deposit with

financial institutions such as banks, brokerage firms and mutual funds.

4. Defendants Traffic Monsoon and Scoville, their agents, servants, employees,

attorneys, and those persons in active concert or participation with them who receive actual

notice of such Order by personal service, facsimile service, or otherwise, and each of them, hold

and retain within their control, and otherwise prevent any withdrawal, transfer, pledge,

encumbrance, assignment, dissipation, concealment, or other disposal of any assets, funds, or

other properties (including money, real or personal property, securities, choses in action or

property of any kind whatsoever) of Defendants Traffic Monsoon and Scoville currently held by

them or under their control, whether held in the name of Defendants Traffic Monsoon, LLC

and/or Charles Scoville, or for their direct or indirect beneficial interest wherever situated, and

directing each of the financial or brokerage institutions, debtors, and bailees, or any other person

or entity holding such assets, funds, or other properties of Defendants Traffic Monsoon and

Scoville to hold or retain within their control and prohibit the withdrawal, removal, transfer, or

other disposal of any such assets, funds, or other properties.

II. General Powers and Duties of Receiver

5. The Receiver shall have all powers, authorities, rights and privileges heretofore
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possessed by the officers, directors, managers and general and limited partners of the entity

Receivership Defendants under applicable state and federal law, by the governing charters, by-

laws, articles and/or agreements in addition to all powers and authority of a receiver at equity,

and all powers conferred upon a receiver by the provisions of 28 U.S.C. §§ 754, 959 and 1692,

and Fed.R.Civ.P. 66.

6. The trustees, directors, officers, managers, employees, investment advisors,

accountants, attorneys and other agents of the Receivership Defendants are hereby dismissed and

the powers of any general partners, directors and/or managers are hereby suspended. Such

persons and entities shall have no authority with respect to the Receivership Defendants’

operations or assets, except to the extent as may hereafter be expressly granted by the Receiver.

The Receiver shall assume and control the operation of the Receivership Defendants and shall

pursue and preserve all of their claims.

7. No person holding or claiming any position of any sort with any of the

Receivership Defendants shall possess any authority to act by or on behalf of any of the

Receivership Defendants.

8. Subject to the specific provisions in Sections III through XIV, below, the

Receiver shall have the following general powers and duties:

A. To use reasonable efforts to determine the nature, location and value of all

property interests of the Receivership Defendants, including, but not limited to, monies,

funds, securities, credits, effects, goods, chattels, lands, premises, leases, claims, rights

and other assets, together with all rents, profits, dividends, interest or other income

attributable thereto, of whatever kind, which the Receivership Defendants own, possess,
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have a beneficial interest in, or control directly or indirectly (“Receivership Property” or,

collectively, the “Receivership Estates”);

B. To take custody, control and possession of all Receivership Property and

records relevant thereto from the Receivership Defendants; to sue for and collect,

recover, receive and take into possession from third parties all Receivership Property and

records relevant thereto;

C. To manage, control, operate and maintain the Receivership Estates and

hold in her possession, custody and control all Receivership Property, pending further

Order of this Court;

D. To use Receivership Property for the benefit of the Receivership Estates,

making payments and disbursements and incurring expenses as may be necessary or

advisable in the ordinary course of business in discharging her duties as Receiver;

E. To take any action which, prior to the entry of this Order, could have been

taken by the officers, directors, partners, managers, trustees and agents of the

Receivership Defendants;

F. To engage and employ persons in her discretion to assist her in carrying

out her duties and responsibilities hereunder, including, but not limited to, accountants,

attorneys, securities traders, registered representatives, financial or business advisers,

liquidating agents, real estate agents, forensic experts, brokers, traders or auctioneers;

G. To take such action as necessary and appropriate for the preservation of

Receivership Property or to prevent the dissipation or concealment of Receivership

Property;
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H. The Receiver is authorized to issue subpoenas for documents and

testimony consistent with the Federal Rules of Civil Procedure;

I. To bring such legal actions based on law or equity in any state, federal, or

foreign court as the Receiver deems necessary or appropriate in discharging her duties as

Receiver;

J. To pursue, resist and defend all suits, actions, claims and demands which

may now be pending or which may be brought by or asserted against the Receivership

Estates; and,

K. To take such other action as may be approved by this Court.

III. Access to Information

9. The Receivership Defendants and the past and/or present officers, directors,

agents, managers, general and limited partners, trustees, attorneys, accountants and employees of

the entity Receivership Defendants, as well as those acting in their place, are hereby ordered and

directed to immediately preserve and turn over to the Receiver forthwith all paper and electronic

information of, and/or relating to, the Receivership Defendants and/or all Receivership Property;

such information shall include but not be limited to books, records, documents, accounts and all

other instruments and papers.

10. The Receivership Defendants shall provide any passwords and execute any

documents required to access any computer or electronic files in any medium, including but not

limited to electronically stored information stored, hosted or otherwise maintained by an

electronic data host. The Receivership Defendants shall provide any information to the Receiver

that the Receiver deems necessary to exercising the authority and discharging the responsibilities
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of the Receiver under this Order, including but not limited to allowing the Receiver to inspect

documents and assets and to partition office space.

11. Within ten (10) days of the entry of this Order, the Receivership Defendants shall

file with the Court and serve upon the Receiver and the Commission a sworn statement, listing:

(a) the identity, location and estimated value of all Receivership Property; (b) all employees (and

job titles thereof), other personnel, attorneys, accountants and any other agents or contractors of

the Receivership Defendants; and, (c) the names, addresses and amounts of claims of all known

creditors of the Receivership Defendants.

12. Within thirty (30) days of the entry of this Order, the Receivership Defendants

shall file with the Court and serve upon the Receiver and the Commission a sworn statement and

accounting, in a form attached hereto as Exhibit A, with complete documentation:

A. Of all Receivership Property, wherever located, held by or in the name of

the Receivership Defendants, or in which any of them, directly or indirectly, has or had

any beneficial interest, or over which any of them maintained or maintains and/or

exercised or exercises control, including, but not limited to: (a) all securities, investments,

funds, real estate, automobiles, jewelry and other assets, stating the location of each; and

(b) any and all accounts, including all funds held in such accounts, with any bank,

brokerage or other financial institution held by, in the name of, or for the benefit of any

of them, directly or indirectly, or over which any of them maintained or maintains and/or

exercised or exercises any direct or indirect control, or in which any of them had or has a

direct or indirect beneficial interest, including the account statements from each bank,

brokerage or other financial institution;
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B. Identifying every account at every bank, brokerage or other financial

institution: (a) over which Receivership Defendants have signatory authority; and (b)

opened by, in the name of, or for the benefit of, or used by, the Receivership Defendants;

C. Identifying all credit, bank, charge, debit or other deferred payment card

issued to or used by each Receivership Defendant, including but not limited to the issuing

institution, the card or account number(s), all persons or entities to which a card was

issued and/or with authority to use a card, the balance of each account and/or card as of

the most recent billing statement, and all statements for the last twelve months;

D. Of all assets received by any of them from any person or entity, including

the value, location, and disposition of any assets so received;

E. Of all funds received by the Receivership Defendants, and each of them,

in any way related, directly or indirectly, to the conduct alleged in the Commission’s

Complaint. The submission must clearly identify, among other things, all investors, the

securities they purchased, the date and amount of their investments, and the current

location of such funds;

F. Of all expenditures exceeding $1,000 made by any of them, including

those made on their behalf by any person or entity; and

G. Of all transfers of assets made by any of them.

13. Within thirty (30) days of the entry of this Order, the Receivership Defendants

shall provide to the Receiver and the Commission copies of the Receivership Defendants’ federal

income tax returns for 2014 forward, with all relevant and necessary underlying documentation.

14. The individual Receivership Defendants and the entity Receivership Defendants’
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past and/or present officers, directors, agents, attorneys, managers, shareholders, employees,

accountants, debtors, creditors, managers and general and limited partners, and other appropriate

persons or entities shall answer under oath to the Receiver all questions which the Receiver may

put to them and produce all documents as required by the Receiver regarding the business of the

Receivership Defendants, or any other matter relevant to the operation or administration of the

receivership or the collection of funds due to the Receivership Defendants. In the event that the

Receiver deems it necessary to require the appearance of the aforementioned persons or entities,

the Receiver shall make its discovery requests in accordance with the Federal Rules of Civil

Procedure.

15. The Receiver may issue subpoenas to compel testimony of persons or production

of records, consistent with the Federal Rules of Civil Procedure and applicable Local Rules,

except for the provisions of Fed.R.Civ.P. 26(d)(1), concerning any subject matter within the

powers and duties granted by this Order.

16. The Receiver is granted leave to conduct certain expedited discovery, and

commencing with the time and date of this Order, in lieu of the time periods, notice provisions,

and other requirements of Rules 26, 30, 34, and 45 of the Federal Rules of Civil Procedure,

expedite discovery as to parties and non-parties as follows:

A. The Receiver may serve interrogatories for the purpose of discovering: (1)

the nature, location, status, and extent of assets of Defendants or their affiliates or

subsidiaries; (2) the nature and location of documents and business records of Defendants

or their affiliates or subsidiaries; and (3) compliance with this Order. Defendants shall

respond within five (5) calendar days after the Receiver serves such interrogatories.
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Provided that, notwithstanding Federal Rule of Civil Procedure 33(a)(1), this Subsection

shall not preclude any future interrogatories by the Receiver.

B. The Receiver may, upon five (5) calendar days’ notice, including through

the use of a Rule 45 Subpoena, demand the production of documents from any person or

entity, whether or not a Defendant, relating to: (1) the nature, location, status, and extent

of assets of Defendants or their affiliates or subsidiaries; (2) the nature and location of

documents and business records of Defendants or their affiliates or subsidiaries; and (3)

compliance with this Order. Two (2) calendar days’ notice shall be deemed sufficient for

the production of any such documents that are maintained or stored only as electronic

data.

C. The Receiver may, upon five (5) calendar days’ notice, including through

the use of a Rule 45 Subpoena, take the deposition of any person or entity, whether or not

a Defendant, relating to: (1) the nature, location, status, and extent of assets of

Defendants or their affiliates or subsidiaries; (2) the nature and location of documents and

business records of Defendants or their affiliates or subsidiaries; and (3) compliance with

this Order. Provided that, notwithstanding Federal Rule of Civil Procedure 30(d)(1),

such depositions under this Subsection shall not count towards the limit of seven hours or

one day for the deposition of any witness, and provided further that such depositions

under this Subsection shall neither be subject to, nor count towards, the limitations on

depositions set out in Federal Rule of Civil Procedure 30(a)(2)(A).

D. The Receiver is granted leave to subpoena documents immediately from

any financial institution, account custodian, or other entity or person that holds, controls,
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or maintains custody of any account or asset of any Defendant, or has held, controlled or

maintained custody of any account or asset of any Defendant concerning the nature,

location, status, and extent of Defendants' assets, and compliance with this Order, and

such financial institution, account custodian or other entity shall respond to such

subpoena within five (5) business days after service.

E. For purposes of discovery upon a Defendant pursuant to this Section,

service shall be sufficient if made by facsimile, email, or by overnight courier.

17. The Receivership Defendants are required to assist the Receiver in fulfilling her

duties and obligations. As such, they must respond promptly and truthfully to all requests for

information and documents from the Receiver.

IV. Access to Books, Records and Accounts

18. The Receiver is authorized to take immediate possession of all assets, bank

accounts or other financial accounts, books and records and all other documents or instruments

relating to the Receivership Defendants. All persons and entities having control, custody or

possession of any Receivership Property are hereby directed to turn such property over to the

Receiver.

19. The Receivership Defendants, as well as their agents, servants, employees,

attorneys, any persons acting for or on behalf of the Receivership Defendants, and any persons

receiving notice of this Order by personal service, facsimile transmission or otherwise, having

possession of the property, business, books, records, accounts or assets of the Receivership

Defendants are hereby directed to deliver the same to the Receiver, her agents and/or employees.

20. All banks, brokerage firms, financial institutions, and other persons or entities
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which have possession, custody or control of any assets or funds held by, in the name of, or for

the benefit of, directly or indirectly, and of the Receivership Defendants that receive actual

notice of this Order by personal service, facsimile transmission or otherwise shall:

A. Not liquidate, transfer, sell, convey or otherwise transfer any assets,

securities, funds, or accounts in the name of or for the benefit of the Receivership

Defendants except upon instructions from the Receiver;

B. Not exercise any form of set-off, alleged set-off, lien, or any form of self-

help whatsoever, or refuse to transfer any funds or assets to the Receiver’s control

without the permission of this Court;

C. Within five (5) business days of receipt of that notice, file with the Court

and serve on the Receiver and counsel for the Commission a certified statement setting

forth, with respect to each such account or other asset, the balance in the account or

description of the assets as of the close of business on the date of receipt of the notice;

and,

D. Cooperate expeditiously in providing information and transferring funds,

assets and accounts to the Receiver or at the direction of the Receiver.

V. Access to Real and Personal Property

21. The Receiver is authorized to take immediate possession of all personal property

of the Receivership Defendants, wherever located, including but not limited to electronically

stored information, computers, laptops, hard drives, external storage drives, and any other such

memory, media or electronic storage devices, books, papers, data processing records, evidence of

indebtedness, bank records and accounts, savings records and accounts, brokerage records and
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accounts, certificates of deposit, stocks, bonds, debentures, and other securities and investments,

contracts, mortgages, furniture, office supplies and equipment.

22. The Receiver is authorized to take immediate possession of all real property of the

Receivership Defendants, wherever located, including but not limited to all ownership and

leasehold interests and fixtures at 4168 W. 12600 S. Suite 300 Riverton, UT 84096 (the

“Premises”). Upon receiving actual notice of this Order by personal service, facsimile

transmission or otherwise, all persons other than law enforcement officials acting within the

course and scope of their official duties, are (without the express written permission of the

Receiver) prohibited from: (a) entering such premises; (b) removing anything from such

premises; or, (c) destroying, concealing or erasing anything on such premises.

23. In order to execute the express and implied terms of this Order, the Receiver is

authorized to change door locks to the premises described above. The Receiver shall have

exclusive control of the keys. The Receivership Defendants, or any other person acting or

purporting to act on their behalf, are ordered not to change the locks in any manner, nor to have

duplicate keys made, nor shall they have keys in their possession during the term of the

receivership.

24. The Receiver is authorized to open all mail directed to or received by or at the

offices or post office boxes of the Receivership Defendants, and to inspect all mail opened prior

to the entry of this Order, to determine whether items or information therein fall within the

mandates of this Order.

25. Upon the request of the Receiver, the United States Marshal Service, in any

judicial district, is hereby ordered to assist the Receiver in carrying out his duties to take
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possession, custody and control of, or identify the location of, any assets, records or other

materials belonging to the Receivership Estate.

VI. Notice to Third Parties

26. The Receiver shall promptly give notice of her appointment to all known officers,

directors, agents, employees, shareholders, creditors, debtors, managers and general and limited

partners of the Receivership Defendants, as the Receiver deems necessary or advisable to

effectuate the operation of the receivership.

27. All persons and entities owing any obligation, debt, or distribution with respect to

an ownership interest to any Receivership Defendant shall, until further ordered by this Court,

pay all such obligations in accordance with the terms thereof to the Receiver and its receipt for

such payments shall have the same force and effect as if the Receivership Defendant had

received such payment.

28. In furtherance of her responsibilities in this matter, the Receiver is authorized to

communicate with, and/or serve this Order upon, any person, entity or government office that

she deems appropriate to inform them of the status of this matter and/or the financial condition of

the Receivership Estates. All government offices which maintain public files of security

interests in real and personal property shall, consistent with such office’s applicable procedures,

record this Order upon the request of the Receiver or the SEC.

29. The Receiver is authorized to instruct the United States Postmaster to hold and/or

reroute mail which is related, directly or indirectly, to the business, operations or activities of any

of the Receivership Defendants (the “Receiver’s Mail”), including all mail addressed to, or for

the benefit of, the Receivership Defendants. The Postmaster shall not comply with, and shall
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immediately report to the Receiver, any change of address or other instruction given by anyone

other than the Receiver concerning the Receiver’s Mail. The Receivership Defendants shall not

open any of the Receiver’s Mail and shall immediately turn over such mail, regardless of when

received, to the Receiver. All personal mail of any individual Receivership Defendants, and/or

any mail appearing to contain privileged information, and/or any mail not falling within the

mandate of the Receiver, shall be released to the named addressee by the Receiver. The

foregoing instructions shall apply to any proprietor, whether individual or entity, of any private

mail box, depository, business or service, or mail courier or delivery service, hired, rented or

used by the Receivership Defendants. The Receivership Defendants shall not open a new

mailbox, or take any steps or make any arrangements to receive mail in contravention of this

Order, whether through the U.S. mail, a private mail depository or courier service.

30. Subject to payment for services provided, any entity furnishing water, electric,

telephone, sewage, garbage or trash removal services to the Receivership Defendants shall

maintain such service and transfer any such accounts to the Receiver unless instructed to the

contrary by the Receiver.

31. The Receiver is authorized to assert, prosecute and/or negotiate any claim under

any insurance policy held by or issued on behalf of the Receivership Defendants, or their

officers, directors, agents, employees or trustees, and to take any and all appropriate steps in

connection with such policies.

VII. Injunction Against Interference with Receiver

32. The Receivership Defendants and all persons receiving notice of this Order by

personal service, facsimile or otherwise, are hereby restrained and enjoined from directly or
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indirectly taking any action or causing any action to be taken, without the express written

agreement of the Receiver, which would:

A. Interfere with the Receiver’s efforts to take control, possession, or

management of any Receivership Property; such prohibited actions include but are not

limited to, using self-help or executing or issuing or causing the execution or issuance of

any court attachment, subpoena, replevin, execution, or other process for the purpose of

impounding or taking possession of or interfering with or creating or enforcing a lien

upon any Receivership Property;

B. Hinder, obstruct or otherwise interfere with the Receiver in the

performance of her duties; such prohibited actions include but are not limited to,

concealing, destroying or altering records or information;

C. Dissipate or otherwise diminish the value of any Receivership Property;

such prohibited actions include but are not limited to, releasing claims or disposing,

transferring, exchanging, assigning or in any way conveying any Receivership Property,

enforcing judgments, assessments or claims against any Receivership Property or any

Receivership Defendant, attempting to modify, cancel, terminate, call, extinguish, revoke

or accelerate (the due date), of any lease, loan, mortgage, indebtedness, security

agreement or other agreement executed by any Receivership Defendant or which

otherwise affects any Receivership Property; or,

D. Interfere with or harass the Receiver, or interfere in any manner with the

exclusive jurisdiction of this Court over the Receivership Estates.

33. The Receivership Defendants shall cooperate with and assist the Receiver in the

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!( 0;<76 #*"%)"$) 3497 $) ?8 &)

264



17

performance of her duties.

34. The Receiver shall promptly notify the Court and SEC counsel of any failure or

apparent failure of any person or entity to comply in any way with the terms of this Order.

VIII. Stay of Litigation

35. As set forth in detail below, the following proceedings, excluding the instant

proceeding and all police or regulatory actions and actions of the Commission related to the

above-captioned enforcement action, are stayed until further Order of this Court:

All civil legal proceedings of any nature, including, but not limited to, bankruptcy
proceedings, arbitration proceedings, foreclosure actions, default proceedings, or other
actions of any nature involving: (a) the Receiver, in her capacity as Receiver; (b) any
Receivership Property, wherever located; (c) any of the Receivership Defendants,
including subsidiaries and partnerships; and including accounts under their management,
and/or, (d) any of the Receivership Defendants’ past or present officers, directors,
managers, agents, or general or limited partners sued for, or in connection with, any
action taken by them while acting in such capacity of any nature, whether as plaintiff,
defendant, third-party plaintiff, third-party defendant, or otherwise (such proceedings are
hereinafter referred to as “Ancillary Proceedings”).

36. The parties to any and all Ancillary Proceedings are enjoined from commencing

or continuing any such legal proceeding, or from taking any action, in connection with any such

proceeding, including, but not limited to, the issuance or employment of process.

37. All Ancillary Proceedings are stayed in their entirety, and all Courts having any

jurisdiction thereof are enjoined from taking or permitting any action until further Order of this

Court. Further, as to a cause of action accrued or accruing in favor of one or more of the

Receivership Defendants against a third person or party, any applicable statute of limitation is

tolled during the period in which this injunction against commencement of legal proceedings is

in effect as to that cause of action.
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IX. Managing Assets

38. For each of the Receivership Estates, the Receiver shall establish one or more

custodial accounts at a federally insured bank to receive and hold all cash equivalent

Receivership Property (the “Receivership Funds”).

39. The Receiver’s deposit account shall be entitled “Receiver's Account, Estate of

Traffic Monsoon LLC” together with the name of the action.

40. The Receiver may, without further Order of this Court, transfer, compromise, or

otherwise dispose of any Receivership Property, other than real estate, in the ordinary course of

business, on terms and in the manner the Receiver deems most beneficial to the Receivership

Estate, and with due regard to the realization of the true and proper value of such Receivership

Property.

41. Subject to Paragraph 39, immediately below, the Receiver is authorized to locate,

list for sale or lease, engage a broker for sale or lease, cause the sale or lease, and take all

necessary and reasonable actions to cause the sale or lease of all real property in the Receivership

Estates, either at public or private sale, on terms and in the manner the Receiver deems most

beneficial to the Receivership Estate, and with due regard to the realization of the true and proper

value of such real property.

42. Upon further Order of this Court, pursuant to such procedures as may be required

by this Court and additional authority such as 28 U.S.C. §§ 2001 and 2004, the Receiver will be

authorized to sell, and transfer clear title to, all real property in the Receivership Estates.

43. The Receiver is authorized to take all actions to manage, maintain, and/or wind-

down business operations of the Receivership Estates, including making legally required
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payments to creditors, employees, and agents of the Receivership Estates and communicating

with vendors, investors, governmental and regulatory authorities, and others, as appropriate.

44. The Receiver shall take all necessary steps to enable the Receivership Funds to

obtain and maintain the status of a taxable “Settlement Fund,” within the meaning of Section

468B of the Internal Revenue Code and of the regulations, when applicable, whether proposed,

temporary or final, or pronouncements thereunder, including the filing of the elections and

statements contemplated by those provisions. The Receiver shall be designated the administrator

of the Settlement Fund, pursuant to Treas. Reg. § 1.468B-2(k)(3)(i), and shall satisfy the

administrative requirements imposed by Treas. Reg. § 1.468B-2, including but not limited to (a)

obtaining a taxpayer identification number, (b) timely filing applicable federal, state, and local

tax returns and paying taxes reported thereon, and (c) satisfying any information, reporting or

withholding requirements imposed on distributions from the Settlement Fund. The Receiver

shall cause the Settlement Fund to pay taxes in a manner consistent with treatment of the

Settlement Fund as a “Qualified Settlement Fund.” The Receivership Defendants shall cooperate

with the Receiver in fulfilling the Settlement Funds’ obligations under Treas. Reg. § 1.468B-2.

X. Investigate and Prosecute Claims

45. Subject to the requirement, in Section VII above, that leave of this Court is

required to resume or commence certain litigation, the Receiver is authorized, empowered and

directed to investigate, prosecute, defend, intervene in or otherwise participate in, compromise,

and/or adjust actions in any state, federal or foreign court or proceeding of any kind as may in

her discretion, and in consultation with SEC counsel, be advisable or proper to recover and/or

conserve Receivership Property.
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46. Subject to her obligation to expend receivership funds in a reasonable and cost-

effective manner, the Receiver is authorized, empowered and directed to investigate the manner

in which the financial and business affairs of the Receivership Defendants were conducted and

(after obtaining leave of this Court) to institute such actions and legal proceedings, for the benefit

and on behalf of the Receivership Estate, as the Receiver deems necessary and appropriate; the

Receiver may seek, among other legal and equitable relief, the imposition of constructive trusts,

disgorgement of profits, asset turnover, avoidance of fraudulent transfers, rescission and

restitution, collection of debts, and such other relief from this Court as may be necessary to

enforce this Order. Where appropriate, the Receiver should provide prior notice to Counsel for

the Commission before commencing investigations and/or actions.

47. The Receiver hereby holds, and is therefore empowered to waive, all privileges,

including the attorney-client privilege, held by all entity Receivership Defendants.

48. The Receiver has a continuing duty to ensure that there are no conflicts of interest

between the Receiver, his Retained Personnel (as that term is defined below), and the

Receivership Estate.

XI. Bankruptcy Filing

49. The Receiver may seek authorization of this Court to file voluntary petitions for

relief under Title 11 of the United States Code (the “Bankruptcy Code”) for the Receivership

Defendants. If a Receivership Defendant is placed in bankruptcy proceedings, the Receiver may

become, and may be empowered to operate each of the Receivership Estates as, a debtor in

possession. In such a situation, the Receiver shall have all of the powers and duties as provided a

debtor in possession under the Bankruptcy Code to the exclusion of any other person or entity.
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Pursuant to Paragraph 4 above, the Receiver is vested with management authority for all entity

Receivership Defendants and may therefore file and manage a Chapter 11 petition.

50. The provisions of Section VIII above bar any person or entity, other than the

Receiver, from placing any of the Receivership Defendants in bankruptcy proceedings.

XII. Liability of Receiver

51. Until further Order of this Court, the Receiver shall not be required to post bond

or give an undertaking of any type in connection with her fiduciary obligations in this matter.

52. The Receiver and her agents, acting within scope of such agency (“Retained

Personnel”) are entitled to rely on all outstanding rules of law and Orders of this Court and shall

not be liable to anyone for their own good faith compliance with any order, rule, law, judgment,

or decree. In no event shall the Receiver or Retained Personnel be liable to anyone for their

good faith compliance with their duties and responsibilities as Receiver or Retained Personnel,

nor shall the Receiver or Retained Personnel be liable to anyone for any actions taken or omitted

by them except upon a finding by this Court that they acted or failed to act as a result of

malfeasance, bad faith, gross negligence, or in reckless disregard of their duties.

53. This Court shall retain jurisdiction over any action filed against the Receiver or

Retained Personnel based upon acts or omissions committed in their representative capacities.

54. In the event the Receiver decides to resign, the Receiver shall first give written

notice to the Commission’s counsel of record and the Court of its intention, and the resignation

shall not be effective until the Court appoints a successor. The Receiver shall then follow such

instructions as the Court may provide.
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XIII. Recommendations and Reports

55. The Receiver is authorized, empowered and directed to develop a plan for the fair,

reasonable, and efficient recovery and liquidation of all remaining, recovered, and recoverable

Receivership Property (the “Liquidation Plan”).

56. Within ninety (90) days of the entry date of this Order, the Receiver shall file the

Liquidation Plan in the above-captioned action, with service copies to counsel of record.

57. Within thirty (30) days after the end of each calendar quarter, the Receiver shall

file and serve a full report and accounting of each Receivership Estate (the “Quarterly Status

Report”), reflecting (to the best of the Receiver’s knowledge as of the period covered by the

report) the existence, value, and location of all Receivership Property, and of the extent of

liabilities, both those claimed to exist by others and those the Receiver believes to be legal

obligations of the Receivership Estates.

58. The Quarterly Status Report shall contain the following:

A. A summary of the operations of the Receiver;

B. The amount of cash on hand, the amount and nature of accrued

administrative expenses, and the amount of unencumbered funds in the estate;

C. A schedule of all the Receiver’s receipts and disbursements (attached as

Exhibit A to the Quarterly Status Report), with one column for the quarterly period

covered and a second column for the entire duration of the receivership;

D. A description of all known Receivership Property, including approximate

or actual valuations, anticipated or proposed dispositions, and reasons for retaining

assets where no disposition is intended;

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!( 0;<76 #*"%)"$) 3497 %% ?8 &)

270



23

E. A description of liquidated and unliquidated claims held by the

Receivership Estate, including the need for forensic and/or investigatory resources;

approximate valuations of claims; and anticipated or proposed methods of enforcing

such claims (including likelihood of success in: (i) reducing the claims to judgment; and,

(ii) collecting such judgments);

F. A list of all known creditors with their addresses and the amounts of their

claims;

G. The status of Creditor Claims Proceedings, after such proceedings have

been commenced; and,

H. The Receiver's recommendations for a continuation or discontinuation of

the receivership and the reasons for the recommendations.

59. On the request of the Commission, the Receiver shall provide the Commission

with any documentation that the Commission deems necessary to meet its reporting

requirements, that is mandated by statute or Congress, or that is otherwise necessary to further

the Commission’s mission.

XIV. Fees, Expenses and Accountings

60. Subject to Paragraphs 61 – 67 immediately below, the Receiver need not obtain

Court approval prior to the disbursement of Receivership Funds for expenses in the ordinary

course of the administration and operation of the receivership. Further, prior Court approval is

not required for payments of applicable federal, state or local taxes.

61. Subject to Paragraph 63 immediately below, the Receiver is authorized to solicit

persons and entities (“Retained Personnel”) to assist her in carrying out the duties and
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responsibilities described in this Order. The Receiver shall not engage any Retained Personnel

without first obtaining an Order of the Court authorizing such engagement. The Receiver is

authorized to retain Dorsey & Whitney LLP, a firm in which the Receiver is a partner, as the

receiver’s counsel in this matter.

62. The Receiver and Retained Personnel are entitled to reasonable compensation and

expense reimbursement from the Receivership Estates as described in the “Billing Instructions

for Receivers in Civil Actions Commenced by the U.S. Securities and Exchange Commission”

(the “Billing Instructions”) agreed to by the Receiver. Such compensation shall require the prior

approval of the Court.

63. Within forty-five (45) days after the end of each calendar quarter, the Receiver

and Retained Personnel shall apply to the Court for compensation and expense reimbursement

from the Receivership Estates (the “Quarterly Fee Applications”). At least thirty (30) days prior to

filing each Quarterly Fee Application with the Court, the Receiver will serve upon counsel for the SEC

a complete copy of the proposed Application, together with all exhibits and relevant billing

information in a format to be provided by SEC staff.

64. All Quarterly Fee Applications will be interim and will be subject to cost benefit

and final review at the close of the receivership. At the close of the receivership, the Receiver

will file a final fee application, describing in detail the costs and benefits associated with all

litigation and other actions pursued by the Receiver during the course of the receivership.

65. Quarterly Fee Applications may be subject to a holdback in the amount of 20% of

the amount of fees and expenses for each application filed with the Court. The total amounts

held back during the course of the receivership will be paid out at the discretion of the Court as
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part of the final fee application submitted at the close of the receivership.

66. Each Quarterly Fee Application shall:

A. Comply with the terms of the Billing Instructions agreed to by the

Receiver; and,

B. Contain representations (in addition to the Certification required by the

Billing Instructions) that: (i) the fees and expenses included therein were incurred in the

best interests of the Receivership Estate; and, (ii) with the exception of the Billing

Instructions, the Receiver has not entered into any agreement, written or oral, express or

implied, with any person or entity concerning the amount of compensation paid or to be

paid from the Receivership Estate, or any sharing thereof.

67. At the close of the Receivership, the Receiver shall submit a Final Accounting, in

a format to be provided by SEC staff, as well as the Receiver’s final application for

compensation and expense reimbursement.

IT IS SO ORDERED, this _____ day of ___________, 2016, at Salt Lake City, Utah

___________________________________
UNITED STATES DISTRICT JUDGE
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TRAFFIC MONSOON RECEIVERSHIP

STATEMENT OF FINANCIAL CONDITION OF

_________________________________________

I. Statement of Assets and Liabilities as of _________________:

A. Assets:

List all assets owned by you, your spouse, or any other member of your household,
directly or indirectly, and all assets which are subject to your or your spouse's possession,
enjoyment, or control, regardless of whether legal title or ownership is held by a relative,
trustee, lessor, or any other intermediary, including but not limited to the categories
indicated below.

1. Cash ____________

2. Cash Surrender Value of Insurance ____________

3. Accounts Receivable ____________

4. Loans or Notes Receivable ____________

5. Real Estate ____________

6. Furniture and Household Goods ____________

7. Automobiles ____________

8. Securities ____________

9. Partnership Interests ____________

10. Net Value of Ownership Interest in Business ____________

11. Individual Retirement Accounts (IRAs) ____________

12. Keogh Accounts or Plans ____________

13. 401(k) Accounts or Plans ____________

14. Other Pension Assets ____________

15. Annuities ____________
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16. Prepaid Expenses or Liabilities ____________

17. Credit Balances on Credit Cards ____________

18. ____________

19. ____________

20. Other (Itemize) ____________

Total Assets: _____________________________

.4@7 %-$)!5C!##+&%!123 /?5B=7>A &!( 0;<76 #*"%)"$) 3497 %+ ?8 &)

276



3

B. Liabilities:

List all liabilities, including but not limited to the items listed below.

1. Mortgages ____________

2. Auto Loans ____________

3. Credit Card Debt ____________

4. Loans on Insurance Policies ____________

5. Installment Loans ____________

6. Other Loans or Notes Payable ____________

7. Accrued Real Estate Taxes ____________

8. Judgments/Settlements Owed ____________

9. ____________

10. ____________

11. Other (Itemize): ____________

Total Liabilities ____________

C. Net Worth (Assets Minus Liabilities) ____________________
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D. For each asset with a fair market value of greater than $1000, describe the asset, state the
form of ownership ( e.g., individual, joint, beneficial interest), provide a fair market value
and explain how fair market value was determined (e.g., appraisal, comparison, estimate,
etc.).

E. For each liability, indicate the date incurred; the original amount of the liability; the
length of the obligation; the interest rate, the collateral or security; if any, who is
responsible for the obligation; the outstanding balance; the name(s) and address(es) of all
obligee(s); and your relationship (if any) to each creditor.

F. List all securities or commodities brokerage accounts and accounts at banks or other
financial institutions in your name; under your control; in which you have or had a
beneficial interest; or to which you are or were a signatory since April 2009 For each
account, specify the location of the account, account number and balance in cash or
securities.
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G. List any 401(k) plans, pension plans, Keogh plans, individual retirement accounts, profit
sharing plans, thrift plans, life insurance policies or annuities, in which you have an
interest, vested or otherwise. For each account or plan, specify the account name, the
location of the account, account number and balance, and the terms of withdrawal or loan
options.

H. List all credit cards or lines of credit in your name or to which you are a signatory,
including the name of the credit issuer, account number, credit limit, and amount of
indebtedness.
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II. Cash Flow Information

A. Income/Receipts

List all money or other income received from any source on a monthly basis by you, your
spouse, or any other member of your household, identifying the source, recipient, and amount.
For any income received on a basis other than monthly, convert to a monthly basis for the
purposes of this statement.

Description Source Amount

1. Salary/Wages ________________________________ ____________

2. Commissions/Advances ________________________________ ____________

3. Consulting Fees ________________________________ ____________

4. Dividends ________________________________ ____________

5. Interest ________________________________ ____________

6. Annuities ________________________________ ____________

7. Pensions ________________________________ ____________

8. Rents/Royalties ________________________________ ____________

9. Sales of Assets (Net) ________________________________ ____________

10. Repayment of Loans ________________________________ ____________

11. Payments on obligations
made on your behalf by
others

________________________________ ____________

12. Fringe Benefits (e.g., car) ________________________________ ____________

13. Alimony/Child Support ________________________________ ____________

14. Gifts/Bonuses ________________________________ ____________

15. ________________________________ ____________

16. Other (Itemize) ________________________________ ____________

Total Receipts ____________
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B. Expenses/Disbursements

List all monthly expenditures for whatever purpose for you or your household for the past 12
months, identifying the purpose and the amount, including projected expenses. For any
expenditure which varies from month to month, indicate a range of amounts and the average
amount on a monthly basis.

Description Amount

1. Mortgage/Rent ____________

2.. Food ____________

3. Utilities ____________

4. Payment on Loans ____________

5. Real Estate Taxes ____________

6. Insurance Premiums ____________

7. Medical Expenses ____________

8. Automobile Expenses ____________

9. Alimony/Child Support ____________

10. Income Taxes ____________

11. ____________

12. ____________

13. ____________

14. ____________

15. Other Expenses (Itemize) ____________

Total Expenses/Disbursements _______________________*

*If you anticipate unusual expenses in the coming 12 months, please describe them.
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III. Other Information

A. List any disbursement having a value of $1000 or more, made on your behalf, or on
behalf of your spouse or children, by any other person or entity since April 2009, the
amount of the disbursement, and the name and address of the person or entity who made
the disbursement.

B. List all transfers of cash in an amount of $1000 or more, or assets or property with a cost
or fair market value of $1000 or more, made by you since April 2009, and, if applicable,
identify the value of the asset, the consideration received, and the relationship of the
transferror to the transferee, or indicate that no such transfers have been made.
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C. Identify any financial institution accounts (other than those identified in Item I.F. above)
in which you have deposited more than $1000 since April 2009, or indicate that no such
deposits have been made.

D. List all dependents, their ages, and whether or not they reside with you.

E. Attach federal income tax returns filed by you or on your behalf (including personal,
trust, or business returns) during the years 2005 through 2013.

F. Attach any federal gift tax returns filed by you or your spouse during the years 2005
through 2013.

G. Attach any financial statement which the declarant has prepared during the years 2009
through 2013 for any purpose (e.g., such as a financial statement provided to a bank to
secure a loan).

H. Attach copies of documents evidencing all outstanding loans for which you or your
spouse is either a lender or borrower.

I. Attach copies of all securities, commodities, bank, or other financial institution account
statements for the past 12 months in your or your spouse’s name, under your or your
spouse’s control, or in which you or your spouse has a beneficial interest.
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Under penalties of perjury, I declare that I have examined the information given in this
statement, and attached hereto, and, to the best of my knowledge and belief, it is true, correct,
and complete. I further declare that I have no assets, owned either directly or indirectly, or
income of any nature other than as shown in, or attached to, this statement. I understand that any
material misstatements or omissions made by me herein or in any attachments hereto may
constitute criminal violations, punishable under 18 U.S.C. 1001.

_____________
Name Date

Sworn before me this ____ day of __________, ____.

______________________________________________
Notary Public
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