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Defendants e-gold Limited (“e-gold Ltd.”), Gold & Silver Reserve, Inc. (“G&SR”),
Douglas L. Jackson, Barry K. Downey and Reid A. Jackson, by their undersigned counsel, move
the Court to vacate the seizure warrant entered in Case No. 07-167-M-01 and modify the post-
indictment restraining order, and request an evidentiary hearing on this matter. In support of this
motion, undersigned counsel state as follows:

I INTRODUCTION

e-gold Ltd. and G&SR stand at the forefront of an innovative new approach to
exchanging value over the Internet in a global economy.' They do not function in the same
manner as — and are not — traditional financial institutions or currency exchange services.
Accordingly, they are not subject to existing statutes and regulations drafted in an earlier day to
govern “money transmitting businesses.”

As described more fully below, many government representatives agree with this
interpretation. The prosecutors in this case are among the few who do not.

This matter, therefore, ultimately amounts to little more than a legal dispute about the
application of a law to a particular factual situation. In such a context — and particularly given
the continuing cooperation that Defendants have provided during the course of the government’s
nearly three-year investigation — the draconian actions that the government persuaded the Court
to authorize, based upon an incomplete and at times inaccurate ex parte application, are

completely inappropriate.

! The background of the defendant companies, and the efforts that Defendants have made

to work cooperatively with governmental authorities since the birth of the companies, is critical
to the consideration of this motion and this case. Defendants did not wish to repeat in this motion
the extensive background set forth in Defendants’ Status Report And Notice Of Compliance
With This Court’s Seizure Warrants And Post-Indictment Restraining Order ("Status Report and
Notice"); nonetheless, as that information is critical to this motion, Defendants incorporate those
matters herein and respectfully urge the Court to carefully consider the factual predicate set forth
in that Status Report and Notice.
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On April 26, 2007, the government served the Defendants with a post-indictment
restraining order and twenty-four (24) seizure warrants. The seizure warrants directed the
Defendants, within twenty-four (24) hours, to liquidate a collection of e-gold accounts and turn
over to the government the value contained in those accounts. Defendants complied in all
respects.

Despite persuading the Court to sign the Post-Indictment Restraining Order stating that
"the order requested is narrowly tailored to allow orderly continuation of defendants' business
activities as well as the ability of the defendants' customers to access their funds through it,”
(Post-Indictment Restraining Order, q 7), the government failed to advise the Court that because
the seizure warrant issued in Case No. 07-167-M-01 (the "Primary Seizure Warrant") ordered the
seizure of “[a]ny and all property” in the primary operating accounts of e-gold Ltd. and G&SR,
the Defendants would be left incapable of continuing the orderly operation of the business and of
allowing customers the ability to access their funds.

The Primary Seizure Warrant authorized the government to seize “[a]ny and all property
in/underlying E-GOLD account 544179 and in/underlying E-GOLD account 109243, held by E-
GOLD, Ltd. or Gold & Silver Reserve, Inc. on behalf of E-GOLD, Ltd.” As the government

was well aware, those two accounts are the two (2) primary operating accounts of the defendant

2

Although Defendants have done all they could to comply with every aspect of the
restraining order and seizure warrants which the government persuaded the Court to enter,
Defendants question the legality of some of the affirmative acts they have been ordered to
perform. The restraining order, for example, required that Defendants “freeze, that is not conduct
or allow any further transactions in e-gold accounts that the e-gold operation itself has identified
as being used for criminal activity.” Post-Indictment Restraining Order, p.3. Even regulated
financial institutions are obliged to rely on court orders directed to specific accounts before
freezing them. Yet, this order directs e-gold Ltd. to substitute its own judgment for that of a court
acting upon information constituting probable cause furnished by the government. Additionally,
the seizure warrants directed the Defendants “exchange/convert” e-gold in the subject accounts
into physical gold or “funds denominated as Unites States currency. Those requirements, which
go far beyond the restraint of assets, have caused Defendants substantial additional loss.
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corporations. They contained e-metal balances with a U.S. Dollar equivalent of approximately
$2,206,927.48 (as of April 26, 2007), approximately $819,121.85 of which is titled to e-gold,
Ltd., and approximately $1,387,805.63 of which is titled to G&SR.

Additionally, as this Court is aware, on December 30, 2005, in Civil Action No. 05-
02497, the Clerk signed a Warrant of Arrest in Rem which resulted in the arrest of two bank
accounts containing approximately $850,000 titled to Gold & Silver Reserve, Inc. The value
contained in those two bank accounts is currently the subject of stayed litigation (Civil Action
No. 05-02497) which is presently before this Court..

Consequently, without ever having been heard on the merits of the seizure, the
Defendants have had e-gold and U.S. Dollars with an aggregate approximate value of Three
Million Fifty-Five Thousand Eight Hundred Sixteen Dollars ($3,055,816.00) arrested or seized.
They have no access to those funds. As a result, they simply do not have money with which to
operate their businesses, pay attorneys fees, and pay for reasonable operating and living
expenses.

II. DEFENDANTS MUST BE AFFORDED AN EVIDENTIARY HEARING
BASED UPON THE DUE PROCESS CLAUSE OF THE FIFTH
AMENDMENT

The question which this Court must first resolve is whether — and upon what basis — the
Defendants are entitled to an evidentiary hearing before trial to challenge the seizure warrants
and post-indictment restraining order which currently restrain the Defendants' assets and impair
their livelihood and ability to retain counsel. Based upon the grounds and authorities discussed
below, the Court must find that Defendants are to be afforded such a hearing. Following that
hearing, the Court should enter an order vacating the Primary Seizure Warrant and appropriately

modify the restraining order.
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A. The Defendants’ Fifth Amendment Due Process Rights Have Been Triggered
by the Government’s Seizure of the Defendants’ Property

It is well recognized that a pre-trial seizure of assets in a criminal case constitutes an
impairment on property triggering the Due Process Clause of the Fifth Amendment of the United
States Constitution, which provides that “no person shall...be deprived of life, liberty, or
property, without due process of law.” See, Connecticut v. Doehr, 501 U.S. 1, 12 (1991); United
States v. Crozier, 777 F.2d 1376, 1383 (9th Cir. 1985). The United States Supreme Court has
gone so far as to describe pretrial asset restraints as the “nuclear weapon of the law.” Grupo
Mexicano de Deasarrollo, S.A. v. Alliance Bond Fund, Inc., 527 U.S. 308, 332 (1999).

The federal courts have consistently recognized that particular attention must be paid
when dealing with this “severe remedy,” United States v. Razmilovic, 419 F.3d 134, 137 (2d Cir.
2005). This is particularly so because asset restraints are imposed on an ex parte basis and
without the benefit of an adversarial process and because the government has a strong pecuniary
interest in the outcome. E.g., United States v. James Daniel Good Real Property, 510 U.S. 43,
56 n.2 (1993) (extent of government’s financial stake in forfeiture has produced a concomitant
lack of neutrality); Krimstock v. Kelly, 306 F.3d 40, 63 (2d Cir. 2002) (there is a need for greater
procedural safeguards — here, an early, pretrial adversary hearing — where the government has a
pecuniary interest in the outcome of forfeiture proceedings), cert. denied, 539 U.S. 969 (2003); 1
David B. Smith, Prosecution and Defense of Forfeiture Cases, §§1.01-1.02 (2006 ed.).

B. The Triggering of the Defendants’ Fifth Amendment Rights Necessitates a

Post-Deprivation, Pre-Trial Hearing Where the Defendants May Challenge
the Government’s Restraint of Their Assets

The protection afforded by the Due Process Clause’s plain text applies whenever the
government has “deprived” a person “of...property.” U.S. Const. Amend. V; [Emphasis added].

Nothing in that clause limits the Fifth Amendment’s protections to only those persons who need
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to use their seized property or who are indigent. Accordingly, the federal courts have held that,
when the government restrains a criminal defendant’s assets before trial on the assertion that they
may be subject to forfeiture, due process requires that the defendant be afforded a post-
deprivation, pre-trial hearing to challenge the restraint if certain minimal conditions are
satisfied.’

In United States v. James Daniel Good Real Prop., 510 U.S. 43, 48-49 (1993), the United
States Supreme Court held that precedent “establish[es] the general rule that individuals must
receive notice and an opportunity to be heard before the Government deprives them of property.”
See also, United States v. Perholtz, 622 F.Supp. 1253, 1256 (D.D.C. 1985) (“The United States
cannot obtain a permanent restraining order that prevents a defendant from disposing of his
property by means of an ex parte proceeding. Due process requires that such an order be
temporary and the United States must give affected defendants notice of a hearing within a brief
amount of time or the ex parte order expires. A ten day limitation on the duration of such ex
parte orders seems appropriate.”)

C. Various Courts Have Relied on Rule 65 of the Federal Rules of Civil
Procedure to Decide Matters Such as the One Presently Before this Court

The Fifth and Ninth Circuits have consistently held that a defendant is entitled to a
prompt pretrial hearing whenever the government obtains an ex parte order restraining his

property on the assertion that the property may be subject to forfeiture. In United States v. Roth,

} Because the seizure warrants in this case were unmistakably punitive in nature, the

government should not be permitted to argue that the Defendants are not yet entitled to challenge
the pretrial restraints in this case because their assets were seized "civilly." As the Tenth Circuit
has observed “[t]he wholesale use of civil forfeiture proceedings [should cause] grave concern
when the Government has clearly focused its law enforcement energies and resources upon a
person and attempts to restrain his property in anticipation of formal criminal proceedings."
United States v. $39,000 in Canadian Currency, 801 F2d 1210, 1219 n.7 (10th Cir. 1986); see
also United States v. Nichols, 654 F. Supp 1541, 1545 (D.Utah 1987).
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912 F.2d 1131, 1133 (9th Cir. 1990), the court held that “in order for a restraining order...to be
constitutional, the district court must hold a hearing under Rule 65 to determine whether
probable cause exists to issue an injunction.” Id. ; see also Crozier, 777 F.2d at 1384 (holding
that “the district court...erred in denying without a hearing the motions of [the defendants] to
dissolve the restraining order”); United States v. Spilotro, 680 F.2d 612, 617 (10th Cir. 1982)
(requiring “an immediate hearing whenever temporary restraining order has been granted ex
parte’) (internal quotations marks omitted). The denial of a motion for an evidentiary hearing in
such circumstances is immediately appealable; see, United States v. Kirschenbaum, 156 F.3d
784, 788 (7™ Cir. 1998) (“We agree with the [In re Assets of Martin, 1 F.3d 1351, 1355 (3d Cir.
1993)] court that the ‘considerable weight’ of decisions on point establishes that the restraining
order in this case and the district court's order refusing to vacate it are immediately appealable
under 28 U.S.C. § 1292(a)(1).”)

In United States v. Unimex, Inc., 991 F.2d 546 (9th Cir. 1993), the Court reversed the
conviction of the Unimex Corporation (“Unimex’), whose assets had been seized before trial.
The Court concluded that Unimex had been denied its Sixth Amendment right to counsel
because Unimex had not been afforded either appointed counsel or the opportunity to contest the
seizure of its assets.* Unimex explicitly recognized that, where the moving papers present “a
substantial claim,” and where “the allegations are sufficient, and factual issues are raised, a
hearing is required.” Id. at 551, (internal quotation marks omitted). If the matter turns on a

disputed factual issue, the moving party must be given an opportunity to present evidence at a

4 Unimex is highly instructive in this matter. In Unimex , the court correctly held that (a) it

did not have the power to appoint counsel for a corporation and that (b) CJA funds are not
available for corporate representation. Accordingly, if the Court in this case does not release
sufficient seized assets to allow the two corporations to retain counsel, the corporate defendants
will be forced to go to trial without the assistance of counsel.
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hearing scheduled sufficiently in advance of trial to enable the movant to retain counsel should it
prevail. Id.

These cases cannot be dismissed as unique to the “liberal” Ninth Circuit. The
conservative Fifth Circuit has reached the same legal conclusions as the Ninth. In United States
v. Holy Land Foundation for Relief and Development, 445 F.3d 771, 788 (5™ Cir. 2006), for
example, the government obtained an ex parte restraining order under 21 U.S.C. § 853(e) to
freeze and preserve the foundation’s assets for criminal forfeiture. The government argued that
the foundation did “not have an automatic right to a hearing under the forfeiture statute,” and that
the § 853 post-indictment restraining order had an “indefinite duration.” Id. at 788. The Fifth
Circuit, however, held that “in order for a restraining order under §853 to be constitutional, the
district court must hold a hearing under Rule 65 [of the Federal Rules of Civil Procedure] to

determine whether probable cause exists to issue an injunction.” Id. at 792;° © see also, United

Rule 65 of the Federal Rules of Civil Procedure provides, in pertinent part:

(b) Temporary Restraining Order; Notice; Hearing; Duration. (b) Temporary
Restraining Order; Notice; Hearing; Duration. A temporary restraining order may be granted
without written or oral notice to the adverse party or that party's attorney only if

(1) it clearly appears from specific facts shown by affidavit or by the verified
complaint that immediate and irreparable injury, loss, or damage will result to the
applicant before the adverse party or that party's attorney can be heard in
opposition, and

(2) the applicant's attorney certifies to the court in writing the efforts, if any,
which have been made to give the notice and the reasons supporting the claim that
notice should not be required.

Every temporary restraining order granted without notice shall be indorsed with the date and
hour of issuance; shall be filed forthwith in the clerk's office and entered of record; shall define
the injury and state why it is irreparable and why the order was granted without notice; and shall
expire by its terms within such time after entry, not to exceed 10 days, as the court fixes, unless
within the time so fixed the order, for good cause shown, is extended for a like period or unless
the party against whom the order is directed consents that it may be extended for a longer period.
The reasons for the extension shall be entered of record. In case a temporary restraining order is
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States v. Thier, 801 F.2d 1463, 1468 (5th Cir. 1986); United States v. Melrose E. Subdivision,
357 F.3d 493, 505 n.12 (5th Cir. 2004) ("As a general matter, the Federal Rules presumptively
apply except to the extent that they actually conflict with a subsequent statute."); see also, United
States v. Riley, 78 F.3d 367, 379 (8th Cir. 1996) (holding that before a post-indictment
restraining order may issue ‘“the government must demonstrate at a hearing that the RICO
defendant is likely guilty and that the property to be restrained will be subject to criminal
forfeiture”).

D. The Monsanto Standard Applies in Most Other Jurisdictions

While not all circuits have aligned with the Fifth, Eighth and Ninth circuits, they have
held that a post-restraint hearing must be held where the movant shows that he or she needs the
frozen assets to defend against criminal charges or for necessary living expenses during the
pendency of criminal litigation. In those circuits, evidentiary hearings are held when the
defendant makes such a showing along with a prima facie showing that the grand jury erred in
determining that the assets are subject to forfeiture.” In United States v. Monsanto, 924 F.2d

1186, 1203 (2“01 Cir. 1991) (en banc), the Court held:

granted without notice, the motion for a preliminary injunction shall be set down for hearing at
the earliest possible time and takes precedence of all matters except older matters of the same
character; and when the motion comes on for hearing the party who obtained the temporary
restraining order shall proceed with the application for a preliminary injunction and, if the party
does not do so, the court shall dissolve the temporary restraining order.

6 The Fifth Circuit also specifically concluded that ‘[t]his holding is not inconsistent with
United States v. Monsanto, 491 U.S. 600, 109 S. Ct. 2657, 105 L. Ed. 2d 512 (1989).” Id.

! In this case, it does not appear that the grand jury ever determined that the frozen assets
are subject to forfeiture. The mere fact that forfeiture is noticed in the indictment does not prove
that the grand jury actually made a probable cause determination with respect to the restrained
assets. In order to do so, the government’s forfeiture evidence would have to be presented to the
grand jury and its theory of forfeiture would have to be explained. Further, the grand jury would
have to be properly instructed on the law regarding forfeiture. Such is the import of the “Notice
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[T]he fifth and sixth amendments, considered in combination,

require an adversary, post-restraint, pretrial hearing as to probable

cause that (a) the defendant committed crimes that provide a basis

for forfeiture, and (b) the properties specified as forfeitable in the

indictment are properly forfeitable, to continue a restraint of assets

(1) needed to retain counsel of choice and (ii) ordered ex parte

pursuant to 21 U.S.C. § 853(e)(1)(A)...
924 F.2d at 1195;8 see also, United States v. Jones, 160 F.3d 641 (10th Cir. 1998); United States
v. Farmer, 274 F.3d 800, 803 (4™ Cir. 2001).

Although the D.C. Circuit has never definitively addressed the specific issue, in a recent
case raising an almost identical due process issue, the D.C. Circuit held that before an
organization is designated as a foreign terrorist organization under the Antiterrorism and
Effective Death Penalty Act of 1996 (“AEDPA”), by which the organization is effectively
deprived of its property, the organization must be given an opportunity to be heard. National
Council of Resistance of Iran v. Dep’t of State, 251 F.3d 192 (D.C. Cir. 2001). That decision is
highly protective of an organization’s property rights because it requires a pre-deprivation
evidentiary hearing as a matter of due process; see also, Perholtz, supra; United States v.
Madeoy, 652 F.Supp. 371, 376 (D.D.C. 1987).

The Defendants in this case seek only a post-deprivation hearing on the pre-trial restraint

already in place and urge the Court to adopt the view of the Fifth, Eighth and Ninth Circuits.

of Forfeiture” — as opposed to an actual forfeiture count — contained in the indictment. Because
forfeiture is merely an aspect of sentencing, it does not necessitate consideration by the grand
jury; Libretti v. United States, 516 U.S. 29 (1995); Rule 7(c)(2), Fed. R. Crim. P.

8 The Second Circuit’s due process analysis can also be seen to support the broader notion
that, without regard to the need to obtain counsel, a defendant is entitled to a hearing on the
restraint of his or her property after the restraint has been imposed. That is the view expressed
by the Seventh Circuit in United States v. Kirschenbaum, 156 F.3d 784, 793 (7th Cir. 1998). The
court of appeals characterized the general due process issue as a “close question,” which it
ultimately declined to decide.
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Nevertheless, should the Court adopt a more restrictive position, the Defendants have made the
showing necessary to obtain a Monsanto hearing; see, infra, at §§ 111, IV.
III. THE GOVERNMENT LACKED PROBABLE CAUSE TO BELIEVE

THAT THE DEFENDANTS COMMITTED ANY CRIMES THAT WOULD
PROVIDE THE BASIS FOR FORFEITURE

On May 22, 2007, nearly one month after the execution of the seizure warrants and Post-
Indictment Restraining Order, the government first made available to Defendants a copy of the
government’s affidavit submitted to the Court in support of the seizure warrants issued in these
matters. That affidavit makes clear that the seizure warrants were sought, and issued, solely on
the basis of the allegation that the property subject to the Primary Seizure Warrants “was
involved in the operation of an unlicensed money transmitting business in violation of Title 18,
United States Code, Section 1960. See Affidavit in Support of Seizure Warrant (“Dotson
Affidavit”), | 6; see also | 4, 22-26.

The affidavit was purportedly prepared and signed by Roy Dotson, a Special Agent with
the United States Secret Service who has — at least based on a plain reading of his affidavit —
never previously investigated either a licensed or unlicensed money transmitting business;
Dotson Affidavit, at 1. Strikingly, SA Dotson was either unaware, or, if aware, failed to
disclose to the Court, that his conclusion about the supposed illegality of Defendants’ operations
is rebutted by many other government authorities who have previously stated that existing
federal laws and regulations do not apply to digital age businesses such as e-gold and G&SR.
For example:

e A January, 2007 United States House of Representatives Energy Committee staff
report, addressing digital currencies such as e-gold, concluded that: “Digital

currencies that do business in the United States are not subject to any of the
U.S. banking requirements.” Indeed, the staff report noted ‘the lack of
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regulation of digital currencies by any government entity, domestic or
foreign.”’

e A Special Agent of the FBI’s Cyber Crimes Unit, when questioned by Fox News
about the government’s investigation of the e-gold business, stated that: "At this
point it is not illegal, it operates in an area of the law where there is no law.""

e In a December, 2005 report titled U.S. Money Laundering Threat Assessment,
issued jointly by a number of government agencies, including the Department of
Treasury and Department of Justice, those agencies observed that “[w]hether an
online payment system or digital currency service meets the definition of a

money transmitting business pursuant to BSA regulations . . . depends upon
its location and the ways in which it participates in or conducts
transactions.”"’

e In its October 13, 2006 Report on New Payment Methods, the Financial Action
Task Force (FATF) indicated that in the United States, money transmitters are
among moneyservices businesses that are required to register with the FIU
(FinCEN), they also are subject to AML reporting and recordkeeping
requirements and are often required to be licensed on the state level. “Whether
an online payment system or digital precious metals dealer meets the
definition of a money transmitter pursuant to the relevant regulations,
though, depends upon its location and the ways in which it participates in or
conducts transactions.”"?

Additionally, on May 3, 2007 — the date on which the Defendants were all arraigned in
this case based on an indictment which alleged that they conspired to participate in an unlicensed

money transmitting business — the Department of Justice announced the release of the 2007

? http://republicans.energycommerce.house.gov/108/News/01032007_Report.pdf (last

viewed May 15, 2007), pp. 29-30; [Emphasis added].

10 Interview available at:

http://www.myfoxla.com/myfox/pages/Home/Detail:jsessionid=CESF83220C1D2F0AA947712
455408CDF?contentld=2521038&version=3&locale=EN-
US&layoutCode=VSTY &pageld=1.1.1 (last visited May 15, 2007).

11

http://www.treasury.gov/press/releases/reports/js3077_01112005_MLTA.pdf (last visited
May 15, 2007). p. 27.

12 http://www.fatf-gafi.org/dataoecd/30/47/37627240.pdf (last visited May 16, 2007), p.39.
While not technically a federal department or agency, the FATF is an inter-governmental body
which sets standards and develops and promotes policies to combat money laundering and
terrorist financing; see, www.fatf-gafi.org.
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National Money Laundering Strategy (the “2007 Strategy”); see,
http://www.usdoj.gov/opa/pr/2007/May/07_opa_325.html; (a copy of the Justice Department’s
announcement is attached hereto as Exhibit 1).13

The 2007 Strategy, which is signed by the Secretary of the Treasury (Henry Paulson, Jr.),
the Attorney General (Alberto Gonzales), and the Secretary of Homeland Security (Michael
Chertoff), “is a direct response to the first U.S. Government wide money laundering threat
assessment released in December 2005. In addition to following this new methodology, the
2007 Strategy for the first time focuses exclusively on money laundering.” 2007 Strategy, at
v; [Emphasis added].'* (The 2007 Strategy, in its entirety, is being filed contemporaneously with
this motion under separate cover as a Notice of Filing.)

The 2007 Strategy specifically references e-gold in its discussion of “online payment
systems” and “digital currency dealers;” id., at 43-45. According to the 2007 Strategy, “[t]he
oldest and best known of the digital currency services is e-gold Ltd., licensed in Nevis, with
almost 2 million accounts.” Id., at 43-44; [Emphasis added]. The Strategy, in its discussion of
Regulation and Public Policy, continues:

In the United States, money transmitters are among MSBs required

to register with FinCEN, are subject to AML reporting and
recordkeeping requirements, and are often required to be licensed

13

Given the breadth and depth of the 2007 Strategy, one must reasonably conclude that its
findings were already available to Department of Justice and Department of Homeland Security
personnel the week previously, when the government submitted the Dotson Affidavit to the
Court.

14 The 2007 Strategy was authored jointly by the Drug Enforcement Agency, the National

Drug Intelligence Center, the Department of Justice, the Department of the Treasury, the U.S.
Department of Homeland Security, the Board of Governors of the Federal Reserve System, the
United States Postal Service, the Federal Bureau of Investigations, the Department of State, the
Comptroller of the Currency, the Federal Deposit Insurance Corporation, and the Internal
Revenue Service. (The foregoing agencies delineated in bold print each have members on the
team of government agents investigating and prosecuting this case, all of whom have repeatedly
appeared for each proceeding before this Court.
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on the state level. Whether an online payment system or digital
currency service meets the definition of a money transmitter
pursuant to BSA regulations, though, depends upon its
location and the ways in which it participates in or conducts
transactions.

Id., at 45; [Emphasis added].

In each of the above-referenced reports, the authors have expressly stated that they are on
notice that (a) e-gold exists and that (b) money transmitters exist. However, not one such author
or report has labeled e-gold as a money transmitting business, licensed or otherwise. Rather,
each author states that whether a company like e-gold, Ltd. or G&SR is a money transmitting
business depends on the way that it participates in or conducts transactions; id.

In fact, the manner in which Defendants conduct their transactions renders them outside
the ambit of the statutes and regulations applicable to “money transmitting businesses.” Many in
the United States government apparently concur. Yet, SA Dotson never addressed the findings,
reports, statements and conclusions reached by other government officials on this issue. He and
the prosecutors in this case, however, cannot avoid doing so. See, e.g., United States v. Brown,
322 F.Supp. 2d 101, 105 (D.Mass. 2004) (citing United States v. Fiasconaro, 315 F.3d 28, 35-36
(1st Cir. 2002) (in assessing probable cause, a court will be guided by the "collective knowledge"
or "fellow officer" rule, under which the aggregate knowledge of all officers involved in the
investigation will be imputed to the officer making the arrest).

Had SA Dotson addressed the findings, reports, statements and conclusions reached by

other U.S. government officials — or even simply advised the court that others hold these views —

several things would have been clear.
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For instance, 18 U.S.C. § 1960 does not define the term “money transmitting business.”
As such, SA Dotson’s description of “money transmitting laws” is inexcusably incomplete; see,
Dotson Affidavit, at ] 22 — 23. According to SA Dotson,

[tlhe term “money transmitting” under Section 1960(b)(2)

includes “transferring funds on behalf of the public by any and all

means including but not limited to transfers within this country or

to locations abroad by wire, check, draft, facsimile, or courier.”
See, Dotson Affidavit, at { 23; [Emphasis added]. SA Dotson leads the reader to believe that so
long as a person, business or other entity transmits money, that person, business or other entity
automatically becomes a money transmitting business. Armored car and courier companies
nationwide should heed SA Dotson’s caution.

However, what SA Dotson neglected to share with his reader was the collection of laws
that govern and truly define the money transmitting business. To begin, 31 U.S.C. § 5330 is
entitled “Registration of money transmitting businesses.” That statute alone advises ‘“money
transmitting businesses” that if they are such a business then they must register with the
Secretary of the Treasury, the state in which they operate, or both; see, § 533O(a)(1).15

Section 5330 also defines “money transmitting businesses.” According to § 5330, in

order to be a “money transmitting business,” a business must meet the following criteria:

(d) Definitions. For purposes of this section, the following
definitions shall apply:

(1) Money transmitting business. The term "money
transmitting business" means any business other than the United
States Postal Service which—

15 Although SA Dotson never cited to this statute in his affidavit, he was clearly on notice

that it existed. In his affidavit, at 11, he advised the Court that “the federal government requires
money transmitting businesses to have registered with the Financial Crimes Enforcement
Network (FinCEN), a bureau of the Department of the Treasury, by December 31, 2001 if they
were in existence before that date, and, otherwise, within 180 days after the date the business
was established.”
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(A) provides check cashing, currency exchange, or money
transmitting or remittance services, or issues or redeems money
orders, travelers' checks, and other similar instruments or any other
person who engages as a business in the transmission of funds,
including any person who engages as a business in an informal
money transfer system or any network of people who engage as a
business in facilitating the transfer of money domestically or
internationally outside of the conventional financial institutions
system;|[;]

(B) is required to file reports under section 5313 [371 USCS §
5313]; and

(C) is not a depository institution (as defined in section 5313(g)
[31 USCS § 5313(g))).

[Emphasis added].

Accordingly, in order to fully articulate probable cause that the Defendants were
operating an unlicensed money transmitting business, SA Dotson first needed to fully
articulate that they were operating a money transmitting business. Because he failed to do so,
his affidavit was insufficient and probable cause was never truly established.

To be sure, the Government has long since acknowledged that the Defendants do not
accept cash as part of their business. Consistent with that acknowledgement, SA Dotson wrote
in his affidavit as follows:

To obtain e-gold through OmniPay, a customer is required to wire
national currency, in an amount greater than $1,000, to a bank
account specified by the e-gold operation. Thereafter, the
customer’s e-gold account would be credited for the amount of the
wire, minus an exchange fee collected by OmniPay.

Dotson Affidavit, at { 29.'° Therefore, even had SA Dotson attempted to take the Court through

§ 5330’s three-prong definition of “money transmitting business,” he could never have done so.

16 SA Dotson’s use of the word “currency” in this paragraph, while colloquially acceptable,

is legally inapt. 31 C.F.R. § 103.11(h) defines “currency” as “[t]he coin and paper money of the
United States or of any other country that is designated as legal tender and that circulates and is
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Per SA Dotson’s own writing, the Defendants are not required to file reports under 31 U.S.C. §
5313.

Section 5313 is entitled “Reports on domestic coins and currency transactions.” In its
opening paragraph, that statute provides as follows:

(a) When a domestic financial institution is involved in a
transaction for the payment, receipt, or transfer of United States
coins or currency (or other monetary instruments the Secretary of
the Treasury prescribes), in an amount, denomination, or amount
and denomination, or under circumstances the Secretary prescribes
by regulation, the institution and any other participant in the
transaction the Secretary may prescribe shall file a report on
the transaction at the time and in the way the Secretary
prescribes.

[Emphasis added]. In other words, § 5313 provides that when a person is engaged in a
transaction involving currency, a certain form must be filed.

Attached hereto as Exhibit 2 is that form: a “Currency Transaction Report,” a/k/a
FinCEN Form 104. FinCEN form 104 provides as follows:

Who Must File. Each financial institution (other than a casino,
which instead must file FinCEN Form 103, and the U.S. Postal
Service for which there are separate rules) must file FinCEN Form
104 (formerly 4789) (CTR) for each deposit, withdrawal,
exchange of currency, or other payment or transfer, by, through,
or to the financial institution which involves a transaction in
currency of more than $10,000. Multiple transactions must be
treated as a single transaction if the financial institution has
knowledge that (1) they are by or on behalf of the same person,
and (2) they result in either currency received (Cash In) or
currency disbursed (Cash Out) by the financial institution totaling
more than $10,000 during any one business day. For a bank, a
business day is the day on which transactions are routinely posted
to customers’ accounts, as normally communicated to depository

customarily used and accepted as a medium of exchange in the country of issuance. Currency
includes U.S. silver certificates, U.S. notes and Federal Reserve notes. Currency also includes
official foreign bank notes that are customarily used and accepted as a medium of exchange in a
foreign country.” By its very definition, currency cannot be wired. This issue is crucial and must
neither be confused nor overlooked.
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customers. For all other financial institutions, a business day is a
calendar day.

FinCEN Form 104, at p.3; [Emphasis added]. The form also provides the following definitions:
Currency. The coin and paper money of the United States or any
other country, which is circulated and customarily used and
accepted as money.
Transaction in currency. The physical transfer of currency from
one person to another. This does not include a transfer of funds by
means of bank check, bank draft, wire transfer or other written
order that does not involve the physical transfer of currency.
Id.; [Emphasis in original].

Pursuant to 31 U.S.C. § 5313, currency transaction reports need only be filed when a
transaction in currency is performed. It naturally follows that entities that do not — as a matter
of practice — engage in transactions in currency need not file reports under 31 U.S.C. § 5313; see,
United States v. Talebnejad, 460 F.3d 563, 565 (4th Cir. 2006) (““A money transmitting business
is one that, for a fee, accepts currency for transfer within or outside the United States through
foreign currency exchanges and financial institutions.”) [Emphasis added]. Therefore, the
Defendants in this case — who, as a matter of practice, do not engage in transactions in currency
and are therefore not required to file reports under § 5313 — cannot be defined as a money
transmitting business under 31 U.S.C. § 5313.

Accordingly, so long as e-gold, Ltd. and G&SR do not deal in currency, they cannot be
required to file currency transaction reports under § 5313. And, so long as neither company is
required to file currency transaction reports under § 5313, they cannot be described as “money
transmitting businesses” under § 5330, the sole federal statute which actually defines that term.

SA Dotson and the prosecutors in this case, who travel under an overly-narrow reading of the

law, stand alone in their contentions. The Defendants in this case do not operate a money
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transmitting business and do not purport to do so and the government cannot establish that it
does."’

IV. THE DEFENDANTS - AS THE NECESSARY AND PROXIMATE

RESULT OF THE PRE-TRIAL RESTRAINTS LEVIED UPON THEM IN

THIS CASE - HAVE BEEN RENDERED UNABLE TO PAY FOR

COUNSEL AND FOR REASONABLE LIVING AND OPERATING
EXPENSES

As previously stated, without so much as a hearing, and based on a legitimate question of
law which would be far more appropriately resolved in a declaratory judgment action, the
government has seized from the Defendants e-gold Ltd. and G&SR bank accounts and e-gold
accounts with an aggregate value of approximately USD $3,055,816. In this case, attorneys fees,
together with litigation, discovery management, travel and related expenses, will cost the
companies far in excess of $3.5 million. Attached hereto as Exhibits 3 through 7 are affidavits of
each of the Defendants which — when studied together — reveal how severely these pre-trial
restraints have affected the Defendants’ Sixth Amendment right to counsel and abilities live and
operate on an ongoing basis.

Exhibit 3: Affidavit on behalf of e-gold Ltd.

Exhibit 4: Affidavit on behalf of Gold & Silver Reserve, Inc.
Exhibit 5: Affidavit of Dr. Douglas Jackson

Exhibit 6: Affidavit of Mr. Barry Downey

Exhibit 7: Affidavit of Mr. Reid Jackson

17 In Talebnejad, the court articulated that 18 U.S.C. § 1960 “is not a strict liability

offense.” Talebnejad, 460 F.3d at 570 n. 5. Rather, § 1960 “is a general intent crime, as to which
the mens rea of ‘knowledge’ attaches to all factual elements of the offense.” Id. Accordingly, to
be convicted of a § 1960 charge, a defendant must, at the very least, know that he was operating
a money transmitting business. In this case, the Defendants have repeatedly asserted that they
have always believed themselves to be issuers and exchangers of the base money of a privately
issued, alternative global currency for which — as previously stated by FBI Special Agent Ken
McGuire — there are no applicable laws. See, supra., p. 12, n. 10. SA Dotson never even raised
the issue of intent in his affidavit.
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A. Gold & Silver Reserve, Inc.
i. Assets

As required by the Court, G&SR disclosed its available liquid assets in a letter to the
government signed by undersigned counsel on May 3, 2007. (Dr. Douglas Jackson, on behalf of
G&SR, attested to the accuracy of that letter in an Affidavit. As of that date, G&SR had a total
of 2,470.329527 troy ounces of e-gold (the equivalent of USD $1,653,885.62) in its e-gold
accounts. (That figure included G&SR’s seized e-gold account, and was based on the May 2,
2007 P.M. London Fix of $669.50 per troy ounce; see, www.lbma.org.uk/2007dailygold.htm)

As of May 28, 2007, G&SR had the equivalent of USD $523,678.77 in its remaining e-
gold accounts, with a $166,193.55 balance of unfilled InExchange orders. G&SR also has
$164.22 in an HSBC bank account in Australia (to which it has little or no access) and
$135,965.08 in a Colonial Bank bank account (which is used exclusively for purposes of paying
payroll and payroll taxes).

In its May 3, 2007 disclosure to the Government, G&SR indicated that it had an SEB
(Estonia) Bank account with the following types and amounts of money located therein:

EEK: 277,007.22

USD: 740,114.18

AUD: 63,118.04

CAD: 787,791.34

CHF: 30,103.49

GBP: 72,147.95

JPY: 7,149,503.96

EUR: 1,402.62
However, as of the date of that disclosure, approximately 98% of the money contained in
G&SR’s SEB bank account was dedicated to the processing of the OutExchange orders of
G&SR'’s customers.

As of May 28, 2007, G&SR had the equivalent of $347,935.01 (USD) in the SEB

account and unfulfilled OutExchange orders totaling the equivalent value of $349,850.04 (USD).
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However, citing the press release published by the government upon the unsealing of the
indictment in this case, SEB Bank terminated its relationship with G&SR effective May 25, 2007
at 10:00 a.m. EST."® (Attached hereto as Exhibit 8 is a copy of the notice provided to G&SR by
SEB.) Additionally, because banks around the world have refused to allow G&SR to open an
account, G&SR has no way to earn an income in the foreseeable future (other than the fees it
receives from e-gold, Ltd.).

G&SR has no other liquid assets. G&SR does, however, have 22,784.5104 troy ounces
of e-silver (the equivalent of $294,603.73 USD); 46.180766 troy ounces of e-platinum (the
equivalent of $58,788.11 USD); and 65.635473 troy ounces of e-palladium (the equivalent of
$24,153.86 USD). But these assets are illiquid. To be sure, in order for G&SR to liquidate its
e-silver, G&SR must first redeem its e-silver for physical silver with e-gold Ltd. and specify

delivery of physical bullion to a bullion dealer with whom G&SR has placed a trade."” All of the

18 See, National Council of Resistance of Iran v. Dep’t of State, 251 F.3d 192, 204 (D.C.
Cir. 2001) (“Like the parties in [Wisconsin v. Constantineau, 400 U.S. 433, 27 L. Ed. 2d 515, 91
S. Ct. 507 (1971)], and unlike the parties in [Paul v. Davis, 424 U.S. 693, (1976)], petitioners
here have suffered more than mere stigmatization. Rather than being posted as drunkards, the
petitioners have been designated as foreign terrorist organizations under the AEDPA. Rather
than being deprived of the previously held right to purchase liquor, they have been deprived of
the previously held right to--for example--hold bank accounts, and to receive material support or
resources from anyone within the jurisdiction of the United States. Many people, presumably
including the members of the Council and the PMOI, would consider these to be rights more
important than the right to purchase liquor. We consider at least one of them equally entitled to
constitutional protection.”); see also, Constantineau, 400 U.S. at 437 (“Where a person's good
name, reputation, honor, or integrity is at stake because of what the government is doing to
him, notice and opportunity to be heard are essential.”) [Emphasis added].

19 In order to liquidate e-silver, G&SR must sell silver bullion to a bullion dealer. In order
to deliver bullion to the bullion dealer, G&SR must redeem a certain amount of e-silver from its
own e-gold account and instruct e-gold, Ltd. to deliver physical silver to the bullion dealer.
However, it must be noted that the bullion is an asset of the e-gold Bullion Reserve Special
Purpose Trust, not an asset of either e-gold, Ltd., G&SR, Dr. Jackson, Mr. Jackson, or Mr.
Downey. Accordingly, any disposition of physical bullion from the account of the e-gold Bullion
Reserve Special Purpose Trust requires written, signed instructions from e-gold, Ltd. and the
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physical silver backing e-silver is located in a Transguard storage facility in Dubai. However,
before there can be any disposition of the metal held by the e-gold Bullion Reserve Special
Purpose Trust in the Transguard facility, Mr. Hil de Frias — a trustee of the Trust residing in
Bermuda — must sign off on any such transaction. Mr. de Frias, however, has been completely
uncooperative with the Defendants’ substantial efforts to comply with the seizure warrants and
has refused to perform any of the tasks that he is to perform under the terms of the e-gold Bullion
Reserve Special Purpose Trust.

All of the physical palladium and platinum backing the e-palladium and e-platinum,
respectively, is likewise stored in the Transguard facility in Dubai, and is illiquid for the same
reason explained above regarding the e-silver. Additionally, because G&SR does not have
access to enough e-palladium to warrant the sale of a full bar of palladium, it cannot liquidate its
e-palladium. Furthermore, because the physical platinum backing G&SR’s e-platinum holdings
is currently the subject of ongoing litigation in Canada, G&SR cannot liquidate its e-platinum.
Accordingly, as of May 28, 2007, G&SR has $377,545.70 worth of e-metal (e-silver, e-
palladium and e-platinum) which can neither be liquidated, sold, traded or used to pay attorneys
fees.

ii. Costs and Liabilities

As stated in G&SR’s attached affidavit, G&SR requires approximately $186,569.74 per
month to pay for ordinary expenses, including rent, salaries and wages, taxes, telephone charges,

office supplies, travel expenses and other related costs. Additionally, as of May 28, 2007, G&SR

Escrow Agent. “The safekeeping arrangements with secure repositories shall require dual
signature (i.e., authorization by both e-gold Ltd. and by the designated third party contracted to
serve as Escrow Agent) before any bullion may be removed for any purpose;” see, e-gold
Bullion Reserve Special Purpose Trust, at | 4.1.
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had a $2,015,432.80 total balance of notes payable and a $203,048.00 total balance of accounts
payable. Ultimately, G&SR has an insufficient sum of liquid assets as compared to its costs and
liabilities which would allow it to remain in business and pay for its attorneys fees; but see, Post-
Indictment Restraining Order, at | 7 (*...the order requested is narrowly tailored to allow orderly
continuation of defendants’ business activities, as well as the ability of the defendants’ customers
to access their funds.”)

B. e-gold, Ltd.
i. Assets

e-gold, Ltd. promptly acted in conformity with the seizure warrants and Post-Indictment
Restraining Order entered in this case as soon as e-gold, Ltd. received them. Immediately prior
to freezing its own operating assets as instructed by the Court, e-gold, Ltd. had 1,122.52 troy
ounces of e-gold in its primary operating account (Account No. 544179). At the close of
business on April 26, 2007, gold had a value of $673.00 per troy ounce, giving e-gold account
no. 544179 a USD value of $755,455.96. e-gold, Ltd. froze the account and turned over its USD
equivalent as soon as the liquidation could occur.

Pursuant to the Post-Indictment Restraining Order, e-gold, Ltd. disclosed its available
liquid assets in a letter to the government signed by undersigned counsel on May 3, 2007. (Dr.
Douglas Jackson, on behalf of e-gold, Ltd., attested to the accuracy of that letter in an Affidavit.).
As of that date, e-gold, Ltd. had a total of 1931.580932 troy ounces of e-gold in its e-gold
accounts, the equivalent of $1,293,193.43. (This amount included e-gold Ltd.’s seized e-gold
account and is based on the May 2, 2007 P.M. London Fix of $669.50 per troy ounce; see,
www.lbma.org.uk/2007dailygold.htm) As of May 28, 2007, e-gold, Ltd. had the equivalent of

$745,386.05 in its remaining e-gold accounts.
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ii. Costs and Liabilities

e-gold Ltd., on an average monthly basis, makes the following expenditures:

Super Originator Expense:  $76,651.75

Operator Fee: $70,900.00
Professional Fees: $3,879.77
Software Engineering: $6,567.00
Spread Expense: $280.66
Storage Fees: $7,119.89
Bullion Storage: $852.60
Web Hosting: $3.543.22
Total Expense: $169,795.08

The fees that e-gold, Ltd. pays to G&SR as the operator of e-gold system is G&SR’s primary
source of revenue. In other words, if not for e-gold, Ltd., G&SR could not afford to pay the
costs and fees outlined in paragraph IV-A of this motion.

C. Dr. Jackson, Mr. Jackson and Mr. Downey (“The Individual Defendants”’)

The charges against the Individual Defendants in this case all relate to their duties as
officers and directors of G&SR. G&SR’s corporate policy — consistent with the law of the state
of Delaware, where G&SR is incorporated — has always been to pay the attorneys fees of
officers, directors and employees when the action in which they are involved arises from the
exercise of their duties on behalf of G&SR. This is specifically authorized by Delaware law,
which provides in pertinent part:

A corporation shall have power to indemnify any person who was
or is a party or is threatened to be made a party to any threatened,
pending or completed action or suit by or in the right of the
corporation to procure a judgment in its favor by reason of the fact
that the person is or was a director, officer, employee or agent of
the corporation, or is or was serving at the request of the
corporation as a director, officer, employee or agent of another
corporation, partnership, joint venture, trust or other enterprise
against expenses (including attorneys' fees) actually and
reasonably incurred by the person in connection with the defense
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or settlement of such action or suit if the person acted in good faith

and in a manner the person reasonably believed to be in or not

opposed to the best interests of the corporation...
8 Del. C. § 145(b). See also, VonFeldt v. Stifel Financial Corp., 714 A.2d 79, 84 (Del. 1998)
(“We have long recognized that Section 145 serves the dual policies of: (a) allowing corporate
officials to resist unjustified lawsuits, secure in the knowledge that, if vindicated, the corporation
will bear the expense of litigation; and (b) encouraging capable women and men to serve as
corporate directors and officers, secure in the knowledge that the corporation will absorb the
costs of defending their honesty and integrity.”); citing, Hibbert v. Hollywood Park, Inc., 457
A.2d 339, 344 (Del. 1983).

During the grand jury investigation and forfeiture action which proceeded this case,
G&SR paid for the attorneys fees of the Individual Defendants and each of the G&SR
employees who were subpoenaed to testify before the grand jury in Washington, D.C. Indeed, it
is G&SR’s corporate policy to do so, and each of the directors of the G&SR believe that it is in
G&SR’s best interest for G&SR to advance the legal fees of each of the Individual Defendants
at this time; see, 8 Del. C. § 145(d). G&SR will similarly continue to pay for the attorneys fees
of all of its employees and contractors as such employees and contractors are subpoenaed by the
government to testify in this case.

Nevertheless, to the extent that the Court believes that the individuals should be
responsible for their own attorneys fees, the Individual Defendants have each prepared affidavits

(attached hereto as Exhibits 5, 6 and 7) which demonstrate how each is financially incapable of

paying for the attorneys fees and related expenses required to defend a case of this magnitude.
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V. CONCLUSION

Based upon an incomplete and at times inaccurate ex parte presentation, the government
has persuaded the Court in this case and in the stayed civil action to legitimize the seizure from
the Defendants of more than Three Million Dollars ($3,000,000) of their assets without any
opportunity for the Defendants to be heard on the merits of those seizures. Those seizures are
rapidly precipitating the ruin of two legitimate and innovative businesses, creating substantial
hardship on the Individual Defendants and their families and will leave Defendants unable to
retain counsel to respond to the baseless charges brought in this action.

The seizures and pre-trial restraints are particularly shocking and inappropriate in this
case where (a) there is a substantial good faith disagreement about the applicability of the law —
the very law upon which the government sought the seizure warrants -- to the Defendants’
businesses; (b) other government authorities have themselves questioned the applicability of that
law to the Defendants’ businesses; (c) Defendants have since the inception of the businesses
worked hand-in-hand with government agents to root out fraud and illicit activity perpetuated by
people using the e-gold system for improper purposes; and (d) have fully cooperated with the
investigators and prosecutors in this case during the course of the government’s nearly three-year
investigation.

For all of these reasons, and the reasons more fully set forth above, the Court should
grant Defendants an evidentiary hearing through which Defendants may challenge the seizures
and pre-trial restraints in place in this case. Following that hearing, the Defendants request that
the Court enter an order vacating the seizure warrant and modifying the post indictment

restraining order.
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WHEREFORE, for the foregoing reasons, the Defendants respectfully request that this
Court hold a hearing whereby the Defendants may challenge the seizures and pre-trial restraints
in place in this case, and, upon holding such a hearing, enter an order vacating the seizure
warrant in Case No. 07-167-M-01 and modifying the post indictment restraining order.

Respectfully submitted,

[s/ Andrew S. Ittleman

Mitchell S. Fuerst, Esq.

Florida Bar No. 264598

Andrew S. Ittleman, Esq.

Florida Bar No. 802441

FUERST HUMPHREY ITTLEMAN, PL
1001 Brickell Bay Drive, Suite 2002
Miami, Florida 33131

Telephone: 305-350-5690

Fax: 305-371-8989

/s/ Aron U. Raskas

Aron U. Raskas

District of Columbia Bar No. 422939
KRAMON & GRAHAM, P.A.

One South Street, Suite 2600
Baltimore, Maryland 21202-3201
Telephone: 410-752-6030

Fax: 410-539-1269

araskas @kg-law.com

/s/ David B. Smith

David B. Smith

VA Bar No. 25930

ENGLISH & SMITH

526 King Street, Suite 213
Alexandria, Virginia 22314
Telephone: 703-548-8911
Fax: 703-548-8935

dsmith @englishandsmith.com

Counsel for Defendants
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing

DEFENDANTS’ MOTION TO VACATE SEIZURE WARRANT AND TO MODIFY
RESTRAINING ORDER AND REQUEST FOR AN EVIDENTIARY HEARING

was served on June 1, 2007 on all counsel of record via the Court’s Electronic Case Filing

system.

/s/ Andrew S. Ittleman

Mitchell S. Fuerst, Esq.

Florida Bar No. 264598

Andrew S. Ittleman, Esq.

Florida Bar No. 802441

Fuerst Humphrey Ittleman, PL

1001 Brickell Bay Drive, Suite 2002
Miami, FL 33131

(305) 350-5690 (o)

(305) 371-8989 (f)
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DEFENDANTS' MOTION TO VACATE SEIZURE
WARRANT AND TO MODIFY RESTRAINING ORDER
AND REQUEST FOR AN EVIDENTIARY HEARING

EXHIBIT 1
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FOR IMMEDIATE RELEASE TREASURY CONTACT: MOLLY MILLERWISE
THURSDAY, MAY 3, 2007 (202) 622-2960
HTTP:/WWW.USDOJ.GOV/ DOJ OPA (202) 514-2007

2007 National Money Laundering Strategy Released

WASHINGTON — The U.S. Departments of Justice, Treasury and Homeland Security
today joined together in issuing the 2007 National Money Laundering Strategy, a report detailing
continued efforts to dismantle money laundering and terrorist financing networks and bring these
criminals to justice.

*“The 2007 National Money Laundering Strategy is a direct result of close cooperation by
the Departments of Justice, Treasury and Homeland Security, along with our foreign
counterparts, and signifies our collective commitment to fight money laundering,” said Assistant
Attorney General Alice S. Fisher of the Justice Department’s Criminal Division.
“Implementation of this strategy will greatly assist in efforts to seize and forfeit millions in
illegal proceeds that flow through the international financial system.”

The 2007 strategy addresses the priority threats and vulnerabilities identified by the
Moeney Laundering Threat Assessment released in 2006, the product of an extremely valuable
investigation into the current and emerging trends and techniques used by criminals to raise,
move and launder proceeds. The Assessment — the first government-wide analysis of its kind —
brought together the expertise of regulatory, law enforcement and investigative officials from
across the government, culminating in a comprehensive analysis of specific money laundering
methods, patterns of abuse, geographical concentrations, and the associated legal and regulatory
regimes.

“The 2007 National Money Laundering Strategy builds upon the groundbreaking work of
the Money Laundering Threat Assessment,” said Pat O’Brien, Treasury’s Assistant Secretary for
Terrorist Financing. “Focusing on well-established money laundering methods and emerging
trends identified in the Assessment, we have created a robust strategy for combating money
laundering, deterring criminals, and addressing areas vulnerable to exploitation.”

The 2007 strategy builds on initiatives and programs pioneered in preceding National
Money Laundering Strategies. The constant searching by criminals for new ways to launder and
hide dirty money is evidence of our successful regulatory and law enforcement efforts to
safeguard the banking system. With an aim at continuing these robust efforts, the 2007 strategy
places an emphasis on bolstering the efficiency of the anti-money laundering processes currently
in place.

“In every type of case, from human smuggling and drug trafficking to intellectual
property rights violations and illegal alien employment schemes, the need to hide and move ill-
gotten gains is a constant. ICE’s anti-money laundering initiatives are at the forefront of
attacking existing and emerging money laundering threats,” said Julie L. Myers, Assistant
Secretary for Immigration and Customs Enforcement at the Department of Homeland Security.
“ICE’s trade transparency unit, bulk cash smuggling initiative, and programs targeting illegal
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-2-
money service businesses and stored value card schemes are making it less profitable to commit
these crimes.”

Additionally, the 2007 strategy focuses on leveling the playing field internationally,
helping to ensure U.S. financial institutions are not disadvantaged through the implementation of
controls and standards to combat money laundering and terrorist financing. Indeed, money
laundering is a global threat the United States is working to address through international bodies,
including the Financial Action Task Force (FATF), and through direct private sector outreach in
regions around the world.
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p— {7 | Currency Transaction Report
P Previous editions will not be accepted aRer August 31, 2004,

(Eff. December 2003)
P Ploase type or print.

Departmen of the Treasury 2,
FinCEN {Complete all pars that apply--See Instructions) OMB Nop. 1506-0004
1 Check all box(es) that apply:  a [] Amends prior report & O Multiple persons ¢ [T Multiple transactions

5 i Person(s) Involved in Transaction(s)
Section A--Person{s) on Whose Behalf Transaction{s) is Conducted

2 Individual's last name or entity's name 3 First name 4 Middle initial
5 Daing business as {DBA) 6 SSIN or EII\IJ Foa
1 1 1 I 1] 1 F ]
I i 1 1 L 1 1 1
7 Address (number, street, and apt, or suite no.) 8 Date of birh / /
MM  BD  YYYY
9 Ciy 10 State |1 ZIP cade 12 Country code 13 Cccupation, profession, or business
1 . '
) (if nat U.5.) '
1 1
14 If an individual, describe method used to verify identity: a [ Drvers licensesStata 1.0, b [ Passpor c [J Alen registration
d [ other & Issuedby: f Wumber

Section B-Individual{s) Conducting Transaction(s) (if other than above),
If Section B is I=ft blank or incomplele, check the box{es) below to indicate the reason(s)

a [] Armored CarServicea b [7] Moil Depositor Shipmsnt  © [ Night Depocsit or Automated Teller Macline d [T Multipie Tnsactions & [_] Conducted On Gwn Behalf
15 Individual's last name 16 First name 17 Middle initial
18 Address {number, streel, and apl or suite na.) ) 19 SSN

1
R
1 1 ] ] 1 ] 1 1
20 Cily 21 Slate | 22 ZIP code 23 Country code 24 Data of birth
! ! 7
| {If not U.S.) | [ S —
1 1 MM DD YYYY
25 I1 an individual, describe method used ta verily identity: a [] DriverslicensafSiste LD, b [T Passpon & [ Alien ragistralion
d [ other e Issued by: f Numbar:

Amount and Type of Transaction(s). Check ail boxes that apply.

2B Dale of transaction

26  Total cash in 3 0.00 27  Total cash aut 5 0 oo I S A
MM DD YYYy

26a Forelgn cash in 000 27a Foreign cash out 0.00
{see instractinons, page ) (st inslauctions, pag 4}
28 [T Foreign Country. 3 [J wire Transfer(s) 31 [ Negotiable Instrument(s) Purchased
52 [0 nNegotizble instrument(s) Cashed 33 [ Currency Exchange(s) 34 [ Deposii{s)Withdrawal(s)
35 [ Account Number(s) Affected {if any): 36 [_] Other (specify}

Financial Institution Where Transaction(s) Takes Place

IR Tra— Enler Reguiator or BSA
37 Name of financial institution Examinercdanimbe .
{see insiniclions)
3B Address (number, street, and ap!. or suite no.) 39 EIN or SSN \
1 1 1 1 1 ] )
i | | 1 | 1 1 1
1 1 1 ] 1 ] ] t
40 City 41 State| 42 ZIP code 43 Routing {MICR} number
]
; T T R R
! ] 1 ] 1 1 | 1 1
44 Tille of appraving official 45 Signature of approving official 46 Date of signature
! !
Sign
Here 47 Type or print preparer's name 48 Type or prirt name of persan to conlact 48 Telephone number
I '
(..)::ll_:}:l
i 1 ] 1 | 1 1 i 1 |
» For Paparwork Reduction Act Notice, sae page 4. Cat Np. 37683N FinCEN Form 104 {Rev. 08-03)
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Muitiple Persons
Complete applicable parts below if bax 1b on page 1 is checked
] §| Person(s) Involved in Transaction(s)
Sectlon A-Person(s) on Whose Behalf Transaction(s) s Conducted
2 Individual's lasl pame or eniity's name 3 First name 4 Middle initial
§ Doing business as {DBA} B SE‘I.N or EII\It o
1 1 1 ] i 1 ] 1
1 ] J ] ] i 1 1
7 Addrass {number, street, and apt. or suite no.) 8 Date of birth /
MM DD ¥YYY
9 City 10 Sltate 11 ZIF code 12 Country code 43 Occupation, profassion, or business
| {if not U.S.) !
i ]
14 If an individual, describe methed used to verify identity: & [] DiverslicanseiState |0, b 7] Passpen ¢ [] Alienregistration
d Clotner o Issuediy: T Number:
Section B-Individual(s) Conducting Transaction(s) {if other than ahove).
15 Individual's last name 16 First name 17 Middle initial
18 Address (number, sirast, and apl. or suite no.) 19 58N
ST T
] 1] 1 I i 1 1 ]
20 City 21 §1ate 22 ZIP code 23 Country coda 24 Date of hirth
| {if not U.5.) ! —
1 t MM DD YYYY
25 I an individual, deseribe method used to verily identity: a [ DrversicensefStatelp, b [ Passport e [ alien registration
d D Othar e Issuedby: f Number
il :_' Person(s) Involved in Transaction(s)
Section A—~Person{s) on Whose Behalf Transaction(s) Is Canducted
2 Individual's last name or enlity's name 3 First name 4 Middle initizl
§ Doing business as (DBA})

6 SSIN or EII\'I

7 Address (number, street, and apt. or suile no.)

8 Date of hirth

d D Diher & [ssuedby:

MM DD YYYY
9 City 10 ISta!e 11 ZIP code 12 Country code 13 Occupation, profession, or businass
. {if not U,5.) !
[} ]
14 1f an individual, describe methed used 1o verify identity: a [ Driver's kcensa/State 1.0, b [] Passpot  © [7] Afenretistration
d¢ [] other e Issuedby: f Number,
Section B--Individual(s) Conducting Transaction(s} (if other than above).
15 Individual's last name 16 First name 17 Middle initial
18 Address (number, strest, and api. or suile no.) 18 55N
A I -
1 ! I 1 ] 1 ]
20 City 21 ?tale 22 ZIP code 23 Caountry code 24 Dale of birth
\ (if not LS.} ! S S
1 I MM DD  YYYY
25 If an individual, describe method used to verify identity: a [] Drverslicense/Staie 1.5, b [] Passpot © [] Alien registration

T Number
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Suspicious Transactions

This Currency Transaction Report {CTR} should NOT be
filed Jor suspicious lmnsactions involving 10,000 ar less
in currency OR 1o nate that a transaction of more than
510,000 is suspicioss. Any suspicious or unusual activily
should he reported by a financial institution in the manrer
prescribed by its appropriate federal regulator or RSA
examiner. (See the instructions lor ltem 370 If a
transaction is suspicious and in excess of $10,000 in
currency, then both a CTR and the appropriate Suspicious
Activity Report form anust be filed.

In situations involving suspicious transactions
requiring immediate allention, such as when a
reportable transaction is ongoing, the fianacial
institution shall immediately nolify, by telephone,
appropriate law enforcement and regulatory
authorities in addition to filing a timely suspicious
activity report.

General Instructions

Who Must File. Each financial institution {other than a
casino, which instead must file FinCEN Form 103, and
the U.S. Postal Service far which there are separate rules)
must file FinCEN Form 104 (CTR) for each deposit,
withdrawal, exchange of currency, or other payment or
transfer, by, through, or to the financial institution which
involves a transaction in currency of more than $10,000.
Mulliple transactions must be treated as o single
transaction il the financial institution has knowledge that
{1) they are hy or on behali of the same person, and (2}
they resultin either currency received (Cash In) or currency
disbursed (Cash Qut) hy the financial institution totaling
more than $10,000 during any one business day. Fora
bank, a husiness day Is the day on which transactions are
routinely pested to customers' accounts, as normably
communicated to depository customers.  For all ather
financial insiitutions, a business day is a calendar day,

Generlly, financial institetions are defined as banks,
other types of depasitory institutions, brokers or dealers
in securities, money transmittors, currency exchangers,
check cashers, and issuers and sellers of money orders
and traveler's checks. Should you hive questions, see
the definitions in 31 CFR Part 104,

When and Where To File.  This form should be e-
filed through the Bank Secrecy Act E-filing System.
Go to hitp: //bsaefiling.fincen.treas.govfindex.jsp to
register. This form is also available for download on the
Financtal Crimes Enforcrment Netwnork's Wel site at
www.fincen.gov, or may be ordered by calling the IRS
Forms Distribution Center at {800) 829-3676. File this
CTR by the 15th calendar day aiier the day of the
transaction with the:

Enterprise Computing Center - Detiit
ATTN: CTR

RO. Box 33604

[Zetrail, M1 18232-5604

Keep a copy of each CTR for five years from the date
filed,

A financial institution may apply to file the CTRs
magnetically. To obtain an application 10 file magnetically,
write (o the:

Enterprise Computing Center - Detroit
ATTN: CTR Magnetic Media Coordinatar
PO Box 33604

Detroit, M1 48232-5604

identification Requirements. Al individuals (except a
employees of armored car services) conducting a
reportable transactionds) for themselves or for anather
person, must be idemified Ly means of an official

documentis). Acceptahle forns of identification include
driver’s license, military and military/dependent
identification canls, passporl, stite issued identification
card, cedular card iforeign), non-resident alien
identification carls, or any olher identificalion document
or documents, which contain name and preferably
address and a photograph and are normally accoptalie
by financial instimutions as a means of identification when
cashing checks for persons other than established
customers.

Acceptable identification information obained previously
and maintained in the financial Institution's records may
be used. For example, if documents verifying an
individual's identity were examined and recorded on a
signature card when an account was apened, the financial
institution may rely on that information. In compleling the
CFR, the financial instilution must indicate on the form
the methad, type, and number of the identification.
Statements such as "known customer” or “signature card
on file” are not sufiicient for form completion.

Penalties. Civil and criminal penalties are provided for
failure to file a CTR or to supply information o for filing a
false or iraudulem CTR. See 31 LS., 5321, 5322 and
5324,

For purposes of this CTR, the terms below have the
following meanings:

Currency. The coin and paper money of the United
Stales ar any other country, which 15 circulated and
customarily used and accepted as money.

Persan. An individual, corporation, partnership, trust or
estale, foint stock company, assotiation, syndicate, joint
verure oF other unincorporated organization or group.

Organization. Entity ether than an individual.

Transaction in Currency. The physical transfer of
currency from one person te another. This does not
include a transfer of funds by means of bank check, bank
draft, wire transfer or other written order that does not
invalve the physical tmnsfer of currency.

Negotiable Instruments. All checksand drafts (including
business, persanal, hank, cashier’s and thizd-party),
money orders, ani promissory notes. For purpases of
this CTR, all traveler's checks shall also be considered
negotiable instruments whether or nat they are in bearer
form.

Foreign exchange rate. If foreign currency is a part of
a currency transaction that requires the completion of a
CTR, use the exchange rate in effect for the business
day of the transaction to campute the amount, in US
dallars, 10 enterin itemn 26/27. The source of the exchange
rate that is used will be determined by the reporting
institution.

Specific Instructions

Because of the limited space on the front and back of the
CTR, it may be necessary to sulunitadditionat iformation
on atlached sheets. Submit this additional information on
plain paper attached 1o the CTR. Be sure to put the
individual's or entity s name and identifying number (items
2,3, 4, and 6 of the CTR} on any additional sheets so that
if it becomes separated, it may be associated with the
CTR.

ltem 1a. Amends Prior Repart. | this CTR is being
filed because it amends a report filed previously, check
llem 1a. Staple a copy of the ariginal CTR to the amended
one, complete Part I} fully and only those other entries
which are being amended.

ltem 1b. Multiple Persons. I this transaction is being
conducted by more than ane person ar on behalf of more
than one person, check item 1h. Entec infarmaltion in Part
I {or one of the persons and provide information on any
other persans on the back of the CTR.

Hem 1c. Multiple Transactions. 11 the financial institubion
has knowledge that these are multiple irmnsactions, check
llem e

PART ! - Person{s) Invoived in Transaction(s)

Section A must be completed. If an individual conducts
a transaciion on his own behall, complete Section A and
leave Section “B” BLANK. If an individual conclucts a
transaction on his own behalf and un behali of another
personi(si, complete Section “A” for cach person and
feave Section “B” BLANK. I an individual conducts a
transaction an hehalf of anather person(s), complete
Section “B" for the individual conducting the transactian,
and complete Section “A" for each person on whose
behalf the transaction is conducied of whom the financial
institution has knowledge.

‘Sed.inn A. Person(s) on Whaose Behalf Transaction(s)

Is Conducled. See instructions above,

items 2, 3, and 4. Individual/Organization Name, If
the persan on whose behali the iransaction{(s) is condlucied
is an individual, put histher last name in ltem 2, first
name in Item 3, and middle initial in ltem 4. Ifthere is no
middle initial, leave item 4 BLANK. If the transaction is
conducted on behalf of an entity, enter the name in ltem
2 and leave Items 3 and 4 BLANK.

ltem 5. Doing Business As (DBA). If the financial
instilution has knowledge of a separate “doing business
5" name, enler it i liem 5. For example, Smith Enlerprise
DBA Mj's Pizza.

Item 6. SSNATIN or EIN. Enter the Social Security
Number {55M) or Individual Taxpayer Identification
Number (ITIN} or Employer Identification Number (EIN)
of the persan or entity identified in item 2. If none, write
MONE,

ltems 7,9, 10, 11, and 12. Address. Enterthe permanent
acldress including ZIP Code of the person identified Tn
hem 2. Use the U.S. Postal Service's two lefter state
abbreviation code. A R O. Box should not be used by
itself, and may only be used if there is no street address.
lfa P O. Box is used, the name of the apartment or suite
number, road er route number where the person resides
must also be provided, I the address is outside the
U.5., provide the street address, city, province or state,
postal code (if known), and the two letter country code.
For country code kst po to www.fincen.gov/
reg bsalorms.htmlortelephone 800-949-2732 and select
aion pumber 5, If LS, leave itlem 12 blank.

ltem 8. Date of Birth. Enter the date of birh. Eight
numerals must bie inserted for each date. The first two
will reflect the month, the second twe the day, and the
last four the year. A zero (0) should precede any single
digit number. Forexamaple, if an individual’s birth date is
April 31948, ltem B should read 04 03 1948,

Itera 13. Occupation, profession, or business, If
known, identify the occupation, profession or business
that best describes the Individual or entity in Part | {e.g.,
attorney, car dealer, carpenter, doctor, farmer, plumber,
truck driver, elc.). Do nat use nondescript tarms such as
businessiman, merchant, store owner (unless stare’s name
is provitled), or self employed. If unamploye, or retired
are used enter the regular or former occupation ifknown.

Item 14. If an Individual, Describe Method Used To
Verify Identity. If an individual conducts the
transaction(s) on histher own behalf, hisfher identity must
lie verified by examination of an acceptable document
(see General Instructions), For example, chack box a if
a driver's license is used to verify an individual’s identity,
and enter the state that issued the license and the number
in items e and f. if the tmnsaction is conducted by an
individuat on behali of another individual not present,
leave item 14 blank. Also leave item 14 blank if the
transaction is conducted on behall of an entity.
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Section B. Individualis} Conducting Transaction(s)
(if other than above). Financial institutions should enter
as much information s is available, However, there may
be instanees in which ltems 15-25 may be leit BLANK or
incomplete. If llems 15-25 are lefi BLANK or incomplete,
check one or more of the boxes provided to indicats the
reasons.

Example: If there are mufliple ransactions that, if only
when agpregaled, the financial institution has knowledge
the tmnsactions exceed the reporting threshold, and
thercfore, did not identify the transacloris), check box d
for Muliiple Transactions,

llems 15, 16, and 17. Individual's Name. Complete
these items If an individual conducts a transactionis) on
biehall of anather person. For example, ii John Doe, an
employee of XY Grocery Store, makes a deposit to the
store's account, XY Grocery Store should be identified in
Section A and John Doe should be identified in section B.

ftems 18, 20, 21, 22, and 23. Address. Enter the
permanent streel address including ZIP Code of the
intlividual. (See the instructions for llems 7 and 9 thiough
12.) Enter country code if not US. (Reference item 13).

Item 19, SSN/ITIN. If the individual has a Secial Security
Number, or Individual Taxpayer Indentifcation Number,
enler 1t in Item 19, [i the individual does nat have an
SSN/ITIN, enter NONE.

ttem 24. Date of Birth. Enter the individual's date of
hirth. {See the inslructions for Jtem B.)

Itemn 25. If an Individual, Describe Method Used To
Verify Identity. Enter the methad used (o identify the
individual's idemity. (See General instructions and the
instructions for flem 14.)

PART 1l - Amount and Type of Transactien(s}
Complete Part Il to identify the Lype of ransactionis)
and the amouniis) invoived.

ltems 26 and 27. Total Cash In/Yolal Cash Qut. In the
spaces provided, enter the lotal amounl of currency
received (Total Cash In) or total currency disbussed (Total
Cash Oull by the financial institution, If foreign cerrency
is exchanged, use the U.S. dellar equivalent on the day
of the transaclion (See “Foreign exchange rates™}, and
complete item 26a or 27a, whichever is appropriate.

If {ess than a full deltar amount is involved, increase that
figure 10 the next highest dallar. Tor example, if the
currency totals $20,000.05, show the totad as $20,001.00.

ltems 26a and 27a. Foreign cash in/Fareign cash out.
If foreign currency is exchanged, enter the amount of
foreign currency (Do not convert 1o U.S. dollars} in ilems
26a and 27a, Report country of origin in item 29.

item 28. Date of Transaction. Insert eight numerals for
each dale. {5ee instructions for Hem 8.)

Item 29. Foreign Country. I ilems 26a and/or 274 are
compleled indicating that foreign currency is involved,
check tem 29 and identily the country. IT muRiple
foreign currencies are involved, check box 36 and identify
the additional country(s) ancl/or currency(s) involved,

Determining Whether Transactions Meet the
Reporting Threshold.

Only cash transactions that, if alone or when agpregated,
exceed $10,000 should be reparted on the CTR.
Transactions shall not be offset against one another.

If there are both Cash In and Cash Out transactions thay
are reportable, the amaunts should be considerad
separately and nat agpregated. However, they may he
reponted on a single CTR.

If there i corency exchange, it should be aggregated
separately with each of the Cash In and Cash Out totals,

Example 1: A peison deposits 511,000 in currency to his
savings accountand withdraws 33,000 in currency from
his checking account. The CTR should be completed as
follows:

Cash In $11,000 and no entry for Cash Out. This is
Because the 53,000 transaction does nolLmoet the reporting
threshold,

Example 2: A persan deposils 517,000 in currency to his
savings account and withdraws $12,000 in currency from
his checking account. The CTR should be completed as
fallows:

Cash In $11,000, Cash Out 312,000. This is because
there are two reportable transactions. However, one
CTR may be filed to rofleck both.

Example 3: A person deposits 56,000 in currency o his
savings account and withdmws 34,000 in currency from
his checking account. Further, he presents $3,000 in
currency 1o be exchanged for the equivalent in French
Francs. The CTR should be completed as follows:

Cash In $77,000 and no entry for Cash QuL This is
because in determining whether the transactions are
reportable, the currency exchange is aggregated with
each of the Cash In and Cash Outamaunts. The rosult is
a reportable 511,000 Cash In transaction. The otal Cash
Outamount is $9,000, which does not meet the meporing
thrashold. Therefore, itis not entered on the CTR.

Example a: A person deposits 56,000 in cusrency to his
savings account and withdraws 57,000 in currency from
his checking account.  Furiher, he presents $5,000 in
currency o be exchanged for the equivalent in French
francs. The CTR should be completed as follaws:

Cash i1 511,000, Cash Qut 512,000, This is because in
determining whether the transactions are reportable, the
currency exchange is aggregated with each of the Cash
In and Cash Out amounts. In this example, each of the
Cash In and Cash Qul wotals exceed 510,000 and must
be refleciad on the CTR.

Items 30-33. Check the appropriate item{s) Lo identiy
the following type of transaction(s):

30. Wire Transfer(s)

31. Negotiable Instrument(s) Purchased

32. Negotiable Instrument{s) Cashed

33. Currency Exchange(s)

ltem 34. Deposits/Withdrawals. Check this item 1o
identify deposits to or withdrawals from accounts, e.g.
demand deposit accounts, savings accounts, time
deposits, mutual fund accounts, or any other account
hetd al the financial institetion. Enter the account
number(s) in ltem 35.

item 35. Accaunt Numbers Affected (if any). Enter
the account atimbers of any accounts affected by the
transactions that are maintined at the financial institution
conducting the transaction(s). If necess#y, use additional
sheets of paper to Indicate all of the affected accounts.

Example 1: If a person cashes a check drawn on an
account held at the financial institution, the CTR should
be completed as follows:

Indicate negotiable instrument(s) cashed and provide
the account number of the check.

If the transaction does not affect an account, make no

entry,

Example 2: A person cashes a chock drawn on anrather
financial institution. In this instance, negotiable
Instrument(s} cashed would be indicated, but no account
al the financial institution has been affecied. Therefore,
e 35 should be lefi BLANK,

em 36. Otner {speciiy). 17 a transaction is not identified
in ftems 30-34, check ltem 36 and provide an additional
descriplion. For example, a person presents a check 1o
purchase "lereign currency.” Il multiple {(more than one)
foreign currencies are invelved in the transaction, enter
the amount of the largest foreign currency transaction in
flem 26a or 27a and that currency's country-cade of
origin in ftem 29. Then check box 36 and enter the
additional foreign currencies amount(s) and country-
eodels} of origin in the space provided.

PART UI - Fnancial Instituion Where Transaction(s)
Take Place

ltem 37. Name of Financial Institution and Identity of
Regulator or B5A Examiner. Enter the financial
institution’s full legal name and identify the regulalor or
B5A examiner, using the following codes:

Regulator or BSA Examiner

Compiroller of the Currency (OCC)
Federal Deposit Insurnce Corporation (F[(C).
Federal Reserve System (FRS).........
Office of Thrift Supervision (OTS}...,
Matianal Credit Union Administration (NCUA
Securities and Exchange Commission {SEC)...
Internal Revenue Service {IRS).........vceeruine..
LS. Postal Service {USPS}...
Commadity Futures Trading Commission [CFTC).......
State REBUIALDL..... oo

Iltems 38, 40, 41, and 42. Address. Enter the street
address, city, state, and ZIP Code of the financial
institution where the transaction occurred, i there are
maltiple transactions, provide information of the office or
brasch where any ene of the transactions has occurred,

ltem 39. EIN or 55N, Enter the financial institution’s EIM.
If the financial institetion does not have an EIN, enter the
55N of the financial institution’s principal owner.

ltem 43. Routing (MICR} Number. If o depository
institution, enter the routing {Magnetic Ink Character
Recagnition IMICR)) number,

SEGNATURE

ltems 44 and 45. Title and signature of Approving
Official. The official who reviews and approves the CTR
must inclicate hisfher title and sign the CTR.

Item 46, Date of Signature. The approving ofiicial must
enter the date the CTR is signed, (See the instructions for
ltem 8.}

ltem 47. Preparer’s Name. Type or print the full name
of the individual preparing the CTR. The preparer and
the approving official may noi necessarily be the same
individual,

tiems 48 and 49. Contact Person/Telephone Number.
Type or print the name and lelephone number of an
individual to contact concerning guestions about the CTR.

Paperwork Reduction Act Notice. The requested
information is useful in criminal, tax, and regulatory
investigntions and proceedings. Financial instilutions are
retuired to provide the information under 31 US,C. 5313
and 31 CFR Part 103, commanly referred to as the Bank
Seciacy Act (BSA). The BSA is administered by the U.S.
Bepartment of the Treasury's Financial Crimes
Enforcement Network (FinCEN), You are nol required to
pravide the requested information unless a form displays
a valid OMB control number. The time needed 10
complete this form will vary depending on individual
circumstances. The estimated average time is 19 minules.
Il you have comments concerning the accuracy of this
time estimate or suggestions for making this form simpler,
you may write to the Financial Crimes Enforcement
Netwark, . O. Box 39, Vienna, VA 22783, Do not send
this form 10 1his office. Instead, scc When and Where
to File in the instructions,
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UNITED STATES DISTRICT COURT
FOR THL DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA

V.
Criminal No. (07-109 - RMC
E-GOLD LIMITED,
GOLD & SIL.VER RESERVE, INC.,
DOUGLAS I1.. JACKSON,
BARRY K. DOWNEY and
REID A, JACKSCN

related case:

In the Matter of the Seizure of

Any and all property infunderlying E-GOLD :

Account 544179 and in/underlying E-GOLD : CASE NUMBER:
account 109243, held by E-GOLD, Ltd. or : 07-167-M-01
Gold & Silver Reserve, [nc. on behalf :
of E-GOLD, Ltd. :
/

AFFIDAVIT ON BEHALF OF E-GOLD, LTD.

I, DR. DOUGLAS JACKSON, herchy affinm under penalties of perjury that the

matters and facts set forth herein are true and correct to the best of my knowledge:

1. I'am over 18 years of age and ] am campetent to testify.

2. Lam a director of e-gold Ltd. and avthorized to give statements on behalf
of e-gold Lid. The ather two directors of e-gold Ltd. are Reid Jackson amd Rarry
Downey.

3. e-gold Ltd. is owned by two trusts: The Jackson Family Trust and The
Downey Family Trust. | have no control over any disbursements made [rom cither trust,
and T have never rcceived any such disbursements.

4. On April 26, 2007, e-gold Ltd. received a seizure warrant ordering the
liquidation of e-gold account number 544179, That account was c-gold Ltd.’s operating
account, and contained 1122.52 troy ounces of e-gold, 3204.97 troy ounces of e-silver,

14.29 troy ounces of e-platinum and 3.5 troy ounces of c-palladium.
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5. At the close of business on April 26, 2007, gold had a value of $673.00
per troy ounce, giving the e-gold in c-gold account no. 544179 a USD valuc of
$755.455.96.

6. At the close of business on April 26, 2007, silver had a value of $13.66 per
troy ounce, giving the e-silver in ¢-gold account no. 544179 a USD value of $43,779.89.

7 At the close of business on April 26, 2007, platinum had a value of
$1,300.00 per troy ounce, giviog the e-platinum in e-gold account no. 544179 a USD
value of $18,577.00.

8. At the close of business on April 26, 2007, palladium had 2 value of
$374.00 per troy ounce, giving the e-gold in e-palladium account no. 544179 a USD
value of $1,309.00.

9. The tatal value of the e-metal in e-gold account 544179 art the time of the
freeze was $819,121.85.

10.  The e-gold in e-gold account no. 544179 was liquidated and wrned over to
the Secret Service via bank wire us soon as possible. However, the other forms of e-metal
in that account could not be liquidated,

Il.  First of all, all of the silver backing e-silver is located in a Transguard
storage facility in Dubai. Mr. Hil de Frias — a trustee of the Trust residing in Bermuda —
must sign off on the liquidation of any such silver. Mr. de Frias, however, has been
completely uncooperative with the Defendants’ substantial efforts to comply wilh the
seizure warrants and has refused to perform any of the tasks assigned to him under the
terms of the c-gold Bullion Reserve Special Purpose Trust,

12, Second, the platinum backing e-platinum is currently the subject of
ongoing litigation in Canada. Tt therefore cannat be liquidated.

13 Finally, like the silver backing e-silver, the palladinm backing e-palladium
is located in the Transguard storage facility and cannot he liguidated becsuse of the
problems related to Mr. de Frias. Additionally, because the seizure did not call for the
liquidation of cnough c-palladium to warrant the sale of a full bar of paliadium, the

company could not perform such a tramsaction,
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14, As of May 28, 2007, e-gold Ltd. had 1136.779078 oy ounces of e-gold in
ils remaining c-gold accounts, worth a total of USD $745,386.05. e-gold Ltd. docs not
maintain any hank accounts and never has.

15. E-gold, on an average monthly basis, makes (hc following average
monthly expenditures:

Super Originator Expense:  $76,651.75

Qperator Fee: $70,900.00
Prafessional Feas; $3,879.77
Software Engineering; $6,567.00
Spread Expense: $280.66
Storage Fees: $7.119.89
Bullion Storage: $852.60
Web Hosting: $3.543.22
Total Expense: $169,795.08

On a monthly basis, the majority of those expenditures — including the majority of the
Super Originator Expense and all of the Operator Fee —- 15 paid to Gold & Silver Reserve,
Inc. e-pold Lid. is now Gold & Silver Reserve, Inc.’s primary source of inconie.

16.  The law fimns parlicipating in the defense of this case arc Tuerst
Humphrey Ittleman, PL, Kramon & Graham, PA, and Lankford, Cofficld & Reed.
However, as articulated by Mr. Fuerst during the stams conference held before the Court
on May 18, 2007, as a result of the seizures and Post-Indictment Restraining Order at
issue in this case, c-gold Lid will not be able to afford its attoimeys fees.

7. The lawyers in this case have advised c-gold Lid. that the totul cost of
defending this case will exceed $3.5 million. As & direct result of the seizures of a)
G&SR's Regions Bunk bank account, b) G&SR’s SunTrust bank account, ¢) G&SR’s
vperating account, and d) e-gold Ltd."s operating account, ¢-gold Lid. will not be able to
atford to pay that sum.

FURTHER AFFIANT SAYETH NOT.

6/1/07 QD%

Dalc DR. BOUGLAS JACKSON
Dirgctor, e<pold Ltd.
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBTA

UNITED STATES OF AMERICA

V.
Criminal No. 07-109 - RMC
E-GOLD LIMITED,
GOLD & SILVER RESERVE, INC.,
DOUGLAS L. JACKSON,
BARRY K. DOWNEY and
REID A. JACKSON

relaled case:

In the Matter of the Seizure of

Any and all property in/underlying E-GOLD : .
Account 544179 and in/undcrlying E-GOLD : CASE NUMBER:
account 109243, held by E-GOLD, Ltd. or : 07-167-M-01
Gold & Silver Reserve, Inc, on behalf :
of E-GOLD, Ltd. :
/

AFFIDAVIT ON BEHALF OF GOLD & SILVER RESERVE, INC.

I, DR. DOUGLAS JACKSON, hereby affirm under penalties of perjury that the matters
and facts set forth herein are true and correct to the best of my knowledpe:

L, T am over 18 years of age and 1 am compelent to testify.

2. { am an officer and director of Gold & Silver Reserve, Inc. (G&SR) and
authorized to give statements on behalf of G&SR. The other two directors of G&SR are Reid
Jackson and Barry Downey.

3. G&SR is a closcly held corporation of which [ (jointly with my wife) am
approximately a 57% shareholder. The threc directors of G&SR own approximately 80% of the
shares of stock that G&SR has issucd.

4. On April 26, 2007, G&SR received a seizure warrant ordering the liquidation of
e-gold accomnt number 109243, That account was G&SR’s operating account, and contained
1084.48 troy ounces of e-gold, 25,835.44 troy vunces of e-silver, 218.73 troy ounces of e-

platinum and 55.32 troy ounces of e-palladinm.
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5. At the close of business on April 26, 2007, gold had a valuc of $673.00 per troy
ounce, giving Lhc e-gold in e-gold account number 109243 a USD value of $729,855.04.

6. At the close of busincss on April 26, 2007, silver had a value of $13.66 per troy
aunce, giving the e-silver in e-gold account no. 109243 a USD valuc of $352,912.11.

7 At the closc of buginess on April 26, 2007, platinum had a value of $1,300.00 per
troy ounce, giving the e-platinum in c-gold account na. 109243 a USD value of. $284,349.00.

R. At the close of busincss on April 26, 2007, palladium had a value of $374.00 per
tray ounce, giving the e-gold in e-palladium account no. 109243 a USD value of $20,689.68.

9. The total USD valuc of the e-metal in e-gold account 109243 at the time the
account was frozen was $1,387,805.83.

10.  G&SR has two primary sources of income. First, G&SR reccives payments from
e-gold Ltd. (also a defendant in this case) in the form of Operator fees and Super Originator fees.
Cumulatively, these fees, puid on a monthly basis, have been in the range of $108,000 to
$137,000 per month. (G&SR rcceives these fees in e-gold.) G&SR also generates revenue in the
form of e-gold when it (doing business as OmniPay) proccsses InFxchanges and QutExchanges
for its customers.

11. Flowever, as of today, both sources and forms of income have alrcady been, and
will continue to be, substantially impaired. First, without so much as a hearing, the government
has seized e-metal and U1.S. Dollars valued at the time of the seizures at approximately $3.055
million from G&SR and e-gold Ltd. Second, because of the announcement of this criminal
action, numerous e-gold account holders world-wide abandoned the e-gold system.
Consequently, as demand for e-gold and e-gold in circulation diminishes, so too does e-gold
Ltd.’s ability to carn an income and pay G&SR for services rendered. Additionally, following the
government’s announcement of the indictment, SEB Bank closed the sole bank account that GSR
had available for the processing of InExchanges and OutRxchanges.

12.  G&SR has heen unable o find another bank lo usc for purposes of processing the
InExchanges and OuiExchanges necessary for the operation of its OmniPay business. Without
such a bank account, G&SR cannot perform its function as the primary dealer for e-gold Ltd.
issued currencics. This revenue is critical to G&SR., and the role that G&SR serves is critical to
e-gold I.4d. G&SR has been forced to lease the OmniPay brand to a group of African investors

while G&SR and its dircctors clear themselves of the charges spansored by the government in

{Ne6THAM0283T0B.DOCY] ) 2
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this case. G&SR has contracted to serve as the Operator of OmniPay but will not be a party to
actual exchanges.

13.  As of May 28, 2007, G&SR had the USD cquivalent of $484,064.31 in its
remaining bank accounts. Additionally, as of May 28, 2007, G&SR had the USD cquivulent of
$523,678.77 of c-gold (798.656035 troy ounces) in its remaining e-gold accounts.

14.  Asof May 28, 2007, G&SR had the following illiquid assets:

lliquid Asset | USD Equivalent Why Illiquid
e-silver $264,603.73 All of the pbysical bullion backing the c-metals is
(22,784.5104 located in a Transguard storage facility in Dubai. Mr

Hil de Frias — a trustee of the Trust residing in
troy ounces) Bermuda — must sign off on the disposition of any
such bullion. Mr. de Frias, howevcr, bas been
completely uncooperative with the Defendanis’

e-palladium | $24,153.86 substuntial efforts to comply with the seizure
{65.635473 warrants and has refused to perform any of the tasks
froy ounces) that he is to perform under the terms of the c-gold
e-platinum $58,788.11 Bullion Reserve Special Purpose Trust. Additionally,
(46.180766 the amount of e-palladium held by G&SR is
troy ounces) insufficient to warrant the liquidation of a full bar of

palladium, Finally, the platinum backing e-platinum
is currently the subject of ongoing litigation in
Canada.

15.  As of May 28, 2007, G&SR’s available liquid assets were imediatcly offset by
(USD Equivalent) $349,850.04 in pending OutExchange liabilitics and (USD Equivalent)
$166,193.55 in pending InExchange liabilities.

16.  Although (G&SR’s prospective income is shrinking, its liabilities and average
monthly expenscs are not. G&SR requircs approximately $186,569.74 per month to pay for

ordinary expenscs (not including atiorncys fees). These expenses are as follows:

Expense Cost per month
Support h - $141.35 i
Penaltics ' B $100.00
Advertising " $533.08
Bank Service Charges [$105.67 a
Business Development - $148.33 |

{06676//MNZR5708.DOCv1 } 3
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Computer Supplies $522.48

Qutside IT Services ' | $15,720.00
Copier Contract $109.35

Ducs and Subscriptions $452.50
Equipment Rental - $124.13
Insurancc $479.12

Interest Expensc $473.41

Internct Conneclion/Protection $7,174.0S
Licenses and Permits $160.60
Maintenance $270.30
Miscetlaneous Costs and Expenses $1,979.53

Office Supplies $573.03

Payroll Taxes $4.937.14
Postage and Delivery $1,884.71
Professional Fees! $50,810.97 ]
PR Support $18,000.00

Rent ) $10,210.72
Repuairs $47.33

Salaries and Wages $38,244.72
Suspense $4,363.18

Taxcs $416.67
Telcphone ) $1,900.00

Travel " $19,963.23 i
Utilities o $930.35

Web Hostmg $3,347.74

Spread Expensc on OutExchanges | $2,426.05 i
Total Average Monthly Expenses $186,569.74

' These professional feces do not include attorneys fees related to the forfeiture action, the
criminal action or the government’s investigation into e-gold or G&SR.

(OOOTOAOMNZRETOR1IOCY L } 4
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17.  As of May 28, 2007, G&SR also had the following notcs payable:

Note Total Amount Payable
Barry Downcy (USD) $61,317.40
Douglas Jackson (USD) %134.485.48
Jackson & Escher (USD) $2.09
Reid Jackson and Richard Escher (USD) $17,656.50
c-gold Ltd. $812,403.96
Jackson & Escher 401(k) $103,279.98
Reid Jackson and Richard Bscher XAU $646,076.99
Barry Downcy 401(k) $206,279.94
SunTrust Bank $33,930.47 o
Total Notes Payable $2,015,432.80

18. Asof May 28, 2007, G&SR also had the following accounts payable:

Account Payable Amount

AT&T -$2.51

Baxter, Baker, Sidle & Jones, PA $215.15 N

CityNet $411.20

Drinker, Biddle & Reath LLP $33,168.04

Express Personngl Services $1,044.00

K&K Office Supply of Brevard, Inc. $115.37

FP&T, (Florida Power and Light) $0.01

Kcn Williams Air Conditioning $96.00

McBride Woodbridge Marketing LLC $825.50

Fuerst Humphrey Ittleman, PL $159,223.68 N
Paul I, Pape, Esq. - $8.93 B

Purchase Power . - $4.00

Reed, Henzell & Shott, PA $2,55239
"Rhonda Reed | $3,014.00

TelCove Operations $1,610.68

{(6676/0/00285708.DOCv1) 5
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Sheppard, Brett, Steward, Hersch & Kinscy $778.42
Total Accounts Payablc $203,048.00

19.  Consistent with the laws of the state of Delawarc, it is G&SR's corporate policy
to advance attorneys fees lo G&SR dircctors and cmployecs when such fees are mcurred and
when such fees relate to a matter where the dircctor or cmployee was acting on behalf of the
company and in the company’s best interests.

20.  During the forfeiture proceeding that procceded this case, G&SR paid for the
attorney’s fees for Reid Jackson, Barry Downey, and me, as well as cach of the G&SR
employces who were subpoenaed to testify before the grand jury in Washington, D.C.

21.  In this case, the sharcholders of G&SR have clected to continue lo advance
attorneys fees for Reid Jackson, Barry Downey, and me, and have also — once again — elected to
pay for the attorncys fees for each of the G&SR cmployees and contractors who will be
subpoenacd by the government to testify during the government’s case-in-chief.

22.  The law firmg participating in the defense of this case are Fuerst Humphrey
Ittleman, PL, Kramon & Graham, PA, and Lankford, Coffield & Reed. However, as articulaied
by Mr. Fuerst during the status conference held before the Court on May 18, 2007, as a result of
the scizures and Post-Indictment Restraining Order at issuc in this case, G&SR. does not know
how — or whether - it will be able 1o afford its attorneys Ices.

23.  The lawyers in this case have advised (i&SR that the total cost of defending this
case — including attorneys fees for the principal defendants, attorneys fees for G&SR employees
who will be called to testify at trial by the government, and the storage and management of more
than 3 terabytes of information — will cost in excess of $3.5 million. As a direct result of the
seizures of a) G&SR’s Regions Bank bank account, b) G&SR’s SunTrust bank account, c)
G&SR’s operating account, and d) e-gold Lid.’s opcrating account, G&SR cannot afford to pay
that sum.

FURTHER AFFIANT SAYETH NOT.

‘{:‘l I I J O —-7 —— \ /_'
Date DOUGKAS JAA‘_@K’SON, M.D.
Director-Gold & Silver Reserve, Inc.

{06676/0/00285708.16Cv1 ) 6
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA

\2
Criminal No. 07-109 - RMC
E-GOLD LIMI'TED,
GOLD & SHL.VER RESERVE, INC,,
DOUGLAS L. JACKSON,
BARRY K. DOWNLEY and
REID A. JACKSON

rclated case:

In the Matter of the Seizure of

Any and ell property in/underlying E-GOLD :

Account 544179 and in/underlying E-GOLD : CASE NUMBER:
account 109243, held by E-GOLD, Ltd. or : 07-167-M-01
Gold & Silver Reserve, Inc. on behalf :

of E-GOLD, Ltd. :
/

AFFID F DOUGLAS JACKSON
I, Douglas Jackson, hereby, aftirm under the penalties of perjury that the facts sot
forth herein arc truc and correct upon personal knowledge:
1, I am over ! R years of age and compelent to testify,

2. T am the founder and Chairman of the Board of Gold & Silver Reserve,
Inc..("G&SR") d/b/a Omnipay. I am also a dircctor of ¢-gold Limited ("e-gold Itd."). e-
gold Ltd. is owned by two trusts: The Yackson Family 'i"rust and The Downey Family
Trust. I have no control over any disbursements made from thesc (or any other) trusts, and
I have never received any disbursements from them. I am simply one of several potential

beneficiaries under the Jackson Family Trust, along with other members of my family.

06676/0/00276905. WPDv]
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3 I am a physician, board-certified in Raﬁiatim&n Oncology. I received my
M. D. from the Hershcy Medical Center of Pennsylvania State University in 1982.
Following Internship in General Surgery at the Eiscnhower Aruy Medical Center, 1
completed my residency (on active duty in the Army) at the National Cancer Institute
(NITH) in 1986. I continued to practice medicine in the United States Army Medical Corps
a8 Chief of Radiation Oncology at the Brooke Army Medical Center until my honorable discharge
in 1992. T then entered private practice as the Medical Director for Radiation Oncology at
the Holmes Regional Medical Center in Melbourne, Florida.

4, In 1995, I began the creative process and work necessary to establish
¢-gold. To do so, I began to contribute all of my income in excess of my living cxpenses
to G&SR, the company that created and initially ran the c-gold system. Tn 1999, e-gold
Ltd, was established to serve ag the Genera! Contractor responsible for the performance
of the e-gold Accouﬁt User Agreement,

5. In 1998, al the peak of my medical career, I left the practice of medicine in
order to devole my Rull-time attention to building and improving the e-gold system, T
allowed my medical license to lapse in 2000 beeausc [ did not have sufficient time to
pursue the continuing medical education nccessary to sustain my Jicense. Thus, I no
longer had any independent source of income other than any money that I was paid,

when income allowed, from G&SR..

DGGT6/0/NNZT6308, WP 2
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6. After leaving the practice of medicine in 1998, | began to liquidate every
asset that I owned. These included a second home (from which I had to relocaic my
parents, who were living in that home at that time), my interest in my medical practice;
my retirement account and the TRAs that I owned jointly with my wife; and any other
investments that we had.

7. Since liquidating all of those agsets, I began to accrue debt on my credit
cards to pay for my living expenses and to loan money to G&SR when and as necessary.
At the morent, my personal credit card debt stands at apprux-irnate]y $130,000, und I am
being charged interest on that debt by the credit card companies at rates approaching 40%
inferest.

3. In February 2007, the bank at which I had been a customer since 1992
closed my account because of excessive overdrafts and my increasing debt.

9. In May 2004, I was left with no alternative but to sell my primmy residence,
as [ was unable to continue making my mortgage payments and needed the equity to pay
down my increasing credit card debt.

10.  After selling my home, we rented a house. However, after some time 1
could no longer afford thét rent and, in May 2006, I moved my family to a much smaller
home with a monthly rent of $1,750. The annual lease on that home expired in May 2007

and 1 am still uncertain about how long, if at all, we may bc able to cxtend that lease. We

0667 6/0/UZT6905, WEDv] ) 3



FROM :GOLDS LS 07-cr-00109-RMC FRDUERE B0 Filed 06/0I12007 2983JE25616 P4

are currently living in the house on a month-to-month rental basis, so long as I am able to
continue paying that rent. I am not certain how much longer I will be able to do so.

11.  Having liquidated all of my significant assets, my wife and I do not have
any other assets of much value. We have old furniture and other household accéssorigs.
All of them are old; we have not bought anything of any significant value ncw in more
than five years; My wife has a Ford Explorer with 135,000 miles on it. It currently needs
mechanical work. 1 drive a Chrysler 300C, but the halancc of the car loan - $22,000 -
excecds the current value of the car.

12.  The only asset that I have is the approximately $150,000 that G&SR owes
to me and my wife and the stock ownership interests that [ hold tog«l:ther with my wife in
G&SR. We jointly own approximatcly 57% of the outstanding stock of G&SR. Thus, the
only assels that my wife and I have, beyond the few measly ones described above, are
dependent solely upon the viability of G&SR and e-gold Lid.

13.  The primary income that I have received since leaving my medical
practice in 1.998 has been a meager salary draw paid by G&SR - just enough to cover the
minimal living expenses that we needed. Beginning in 2005 I also began to receive a
revenue stream derived from e-gold's Referral Incentive Program. This secondary income
stream, in e-gold, averaged about $1000 (worth) per month, with a maximum of about $2000
per month. In 2006, G&.SR was able to service its debt 1o me with monthly payments

ranging from $1000 to $4000. This debl service has of course ceased with the latest

06G76/0/00276505 WTDv1 4
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seizures and any e-gold I continue to accrue is also illiquid because of G&SR's being
driven from the OmniPay exchange business. My wife, also performs part-time worle for
G&SR, and received a bi-weekly paycheck from G&SR of about $300. Together, since
2001, my wifc and I have never received more than $150,000 per year from G&SR

[less than a third of my income ten years ago), in fact most years (he combined total has
been around $80,000, an amount insufficient to allow me to cover all of our mounting
expenses and accruing debt. .

14.  Ifmy wife and 1 cease to roceive our paychecks from G&SR, we will not
have funds to even pay our rent or to otherwise support our family. My wile and | have
two sons, ages 11 and 15, who are wholly dependent upon us for their support. There are

‘1o assets in their names, aside from perhaps small savings accounts of no more than $500
of valuc that one has in an e-gold account. We have no coliege savings plans for them and
we no longer have any retirement, pension or 401(k) accounts for 011rseives. Also, our
medical insurance exists through G&SR and would terminate if G&SR ceases to operate..

15, My wife and I are simply destitute and will have absolutely no prospects to
prc;vide even food or shelter for our family if the ability of G&SR and e-gold Ltd. to
continue operating is ended. 1 certainly do not have assets to pay counsel to retain me in

this baseless action.

(9}1[07 ('75;7»

Date Dougln@ks({n, M.D.
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA

V.
Criminal No. 07-109 - RMC
E-GOLD LIMITED,
GOLD & SILVER RESERVE, INC,,
DOUGLAS L. JACKSON,
BARRY K. DOWNEY and
REID A. JACKSON

related case:

In the Matter of the Scizure of
Any and all property in/underlying E-GOLD
Account 544179 and in/underlying B-GOI.D CASE NUMBER:
account 109243, held by E-GOLD, Ltd. or : 07-167-M-01
Gold & Silver Reserve, Inc. on behalf
of E-GOLD, Litd.

/

AFFIDAVIT OF REID A. JACKSON

I, Reid A. Jackson, hereby, affirm under the penalties of perjury that the [acts set
forth herein are true and correct upon personal knowledge:

1. I am over 18 years of age and competent to testify.

2. T am a stockholder of Gold & Silver Reserve, Inc. ("G&SR"). | own
approximately 150,000 shares of stock of G&SR (about 3.65% of the corporation). If
G&SR ceases to operate, my stock ownership interest in G&SR will be rendered
valueless. |

3. 1 am also a 50% stockholder and employee of Jackson & Escher, Inc.

{066760/00285623.DOCVI }
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Jackson & Escher, Inc. performs services for G&SR. Ireceive a salary from Jackson &
Escher, Inc. averaging approximately $4,166.67 monthly before taxes. That salary is paid
from monies that Jackson & Bscher, Inc. receives from G&SR, which is Jackson &
Escher, Inc.'s only client. If G&SR ceases to operate, Jackson & Escher, Inc. will have nﬁ
other source of business, and in turn neither Richard Escher or myself will receive any
salary.

4, Richard Escher and I have jointly made USD and XAU denominated loans
to G&SR totaling approximately USD 672,846.10 in principal and unpaid interest. If
G&SR ceases to operate and is unable to repay these loan, we will lose thé overwhelming

majority of our life savings.

5. The only other agsels that T have are the following:
a. A 50% interest in a joint checking account that 1 own jointly with
Richard Escher. The value of that checking account is currently
1ISD 54,695.95.

b. A 50% interest in several e-gold accounts that 1 own jointly with
Richard Escher. The current value of those accounts is USD
69,620.94. '

A 50% interest in a 1992 Infiniti, the valuc of which is
approximately USD 2,000.00.

G

d. A Jackson & Escher, Inc. 401(k) plan currently valued at USD
11,312.83.

e. An IRA currently valued at USD 46,213.64.

6. My monthly expenses include USD 1,114 of rent, as well as miscellaneous

{06676/D/00285623.DOCL}
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other expenses of approximately USD 6,000.

7. The charges that the government has brought against me, while unfoundcd,
are scrious and complex. Throughout the government's investigation, [ have been
represented in this matter, by Mitchell 8. Fuerst and Andrew S. Ittleman, currently of the
law firm of Fuerst Humplirey Titleman P.L. These attorneys are intimately familiar with
the businesses of e-gold Ltd. and G&SR and my relationship with them. Their continued
representation is critical to me being able to defend mysclf in this action from the
government's unfounded charges. T do not have the funds available to pay for their

ongoing representation.

&/ 1eost (Lo He

Date Reid A. T acksm)/

{06676K/00285623.D0CWV1 §



Case 1:07-cr-00109-RMC  Document 35-8  Filed 06/01/2007 Page 1 of 5

DEFENDANTS' MOTION TO VACATE SEIZURE
WARRANT AND TO MODIFY RESTRAINING ORDER
AND REQUEST FOR AN EVIDENTIARY HEARING

EXHIBIT 7



JUN 01

?88de 1707 00168 RVIGER BobuRR9 35-8  Filed 06/01/2007  Page 2 of 5

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA

v.
Criminal Mo. 07-109 - RMC
E-GOLD LIMITED, :
GOLD & SILVER RESFRVE, INC.,
DOUGLAS L. JACKSON,
BARRY K. DOWNEY and
REID A, JACKSON

related case:

In the Matter of the Seizure of
Any and all property in/underlying E-GOLD

Account 544179 and infunderlying E-GOLD - CASE NUMBER:
account 109243, held by E-GOLD, Ltd. or : 07-167-M-01
Gold & Silver Reserve, Inc. on behalf
of E-GOLD, Litd.

/

AFFIDAVIT OF BARRY K. DOWNEY

I, Barry K. Downey, hereby affirm under the penalties of perjury that the matters
and facts set forth herein are true and correct upon personal knowledge:

I. 1 am over 18 years of age and competent to testify,

2, I am an attorney licensed to practice law in the State of Maryland and the
District of Columbia.

3. Tama principai/shareholder in the law firm of Smith & Downey, P.A. in
‘Towson, Maryland, where I maintain my practice.

4. My wife and I jointly own approximately twenty percent of the outstanding

06676/0/00285038 WPDv1
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shares of stock of Gold & Silver Reserve, Inc., a Delaware corporation. G&SR. While I
am an officer and director of G&SR, I have been to G&SR's office less than two times
PeT year on average.

5. I am a director of e-gold Limited ("e-gold Ltd."). e-gold Ltd. is owned by
two trusts: The Downey Family Trust and The Jackson Family Trost. 1 have no control
over any disbursemenis made from that trust, and I have never received any
disbursements from it. I am one of several potential beneficiaries under the Downey
Family Trust, along with other members of my family.

6. My sole source of income and means of earning a livelihood for myself and
my family (aside from the income described at the end of this paragraph) are the earnings
that I receive from my practic".e of law. My wife does not work outside the home and,
thus, does not receive any independent income. In addition, I owr an e-gold account that
receives "originator” shares of "spend fees" from the accounts for which it is the
originator. This account has generated annual e-gold income equivalent to no more than
approximately $20,000 to $30,000 per year.

7. We have two children: a daughter, age 20, who is atrending nursing school,
and a son, age 14, who is a high school sophomore.

8. Before my indictment in this case, the mouthly expenses that I was
responsible for paying on behalf of my family totaled nearly $27,000, They include: a
morigage payment of $3,690.63; payment on a home-equity loan in the amount of $2,000;

real estate taxes and homeowners insurance of $650; automobile lzases totaling $1,885;
" 06676/0/00285038. WPDVE
P
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nutomebile insumnce of 5300; payments for credil card debt of $10,008; life nnd
dizability insurance payments of §723; and miscelluneous other pryments and living
expenses. In eddiion 100l of the nbave, I am also incurring manthly fess af
opproximeicly $10,000 to sustnin kiigetion thm I hove been farced to undeitake 1o cnrify
the propenty lines and propezy rights on my family's kome. Uil tha Iitigation is
concluded, [ will be umobic to sell my home, cerminly not for anything near ils fair murket
price.

9. The charges that the government hes brought egains: me, while unfounded,
fre scrious ond complen. Throughout the governmenrs Investizat on, I have been
represented in this mattes, initjally by Mitchell 8. Fuerst snd Andrew S. [ttleman,
currently of the law firm of Fuerst Humphrey Itleman PL. and now by Asen U. Raskns
of Kramon & Grohiam, P.A. in Baltimore, Marylond. These attomeys ore intimately
Farnilinr with the husinesses of o-gold L), ood GE&SR and my relationship with them, end
it is therefore imporiant thot Mr. Reskns end his parmer, James P, Ulwick, of Kraman &
Grahum, PA. represent me In defending ppninst these charpss. Any new lawyers coming
into 1his cese would be at 8 distiner dissdvantage and would noc be able (o provide me
with adequate sepresentation such as that which my cumrsnt Inwyess can pravide,

10.  To represent ma in Gk case on a going.forward basis, Kraman & Grathen,
P_A. bas ndviscd that it would require a retalner in the nmount of 51,000,020 §do oot
nave the funds svailable to pay such a retniner.

i1, My grows imeome over ressnt yeard (fram my law finn and my e-gaid
RATRRALIIDI L WEDY L 3

originstor ) hizs hesn

Pproxi by $600,000 per year. Aller tnxes mmd otheer
deductions, my net income has mnged from spproximately 5250,000 to epproximersly
$300,800. This year, given the actipn thut the government hrs wnken ngoinst me —and,
particularly, the highly publicized munner in which it hes done so, such os by fssuing an
inflummntory press release that generated subsequent articles in the media alleging
erimninnl Jiability on my pan — my incame will be subsiantially Iesz. As an initis] matter,
the ather sharcholdars in my firm met afler leaming of the govemement's oction aod voted
ta change the manner in which my law frm's profits are split. Whilz previovaly |
recrived §/3 ofthe firm's profits, as of May 1, 2087, my ahare u.nh: profiis has been
reduced Lo on estimatzd 1/6 of the firm's profits. Fusthermore, the chorges thar the
goverment hns broupht ngainst me will require me 1o spend substantisl amounts of my
time consubting with my lawyers and cthzrwisz nasisting in my defense, This will reduce
the umount of Gme that I can spend oa billable lnw firm matters, nod that will, in wm,
drastically affect and reduce my compensstion. Finally, unlets the churges ogoinst me are
prumptly dismissed, it is likely that some of my clients will sezk coumsel elsewhere,

12, Even if my [ncame this yenr would not be reduced — which it centalnly will

—1 would not have funds to hire connsef w defend me in this ection. My income in post
yeurs hins been sufficicnt to meet the manthly expenses llsted abm e, it I hove not had
excess income ta use for aavings or investments,

13,  The only assets thoi 1 hold in my own neme nre g [ifis innemoce policy with

n cash valuz of spproximntely 530,000 and my reticement nocounl. As afthis dote, the
TS MADAIESESL Wit ] 4
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total value of my retirement account is approximately $400,000. However, $206,279.94
of that balance is in the form of a note payable from G&SR.

14.  Any other assets in which I have an interest are owned jointly with my wife.
They are 882,400 shares of G&SR; and a loan in the amount of $61,317,40 due and
payable to us from G&SR. Obviously, these assets are quickly becoming worthless
because the government’s seizures are causing the demise of e-gold, Lid. and G&SR. My
wife and I also own time share points worth approximately $15,000; and personal
propeﬁy of approximately $75,000.

15. I estimate that the value of our home is approximately $850,000. Yet, at the
moment, until the cloud on our title is resolved in ﬁle ongoing civil litigation, it would be
impossible to sell or refinance our home at anything close to its actual value.

Furthermore, the home is ébcumbered by substantial debt. There s a first mortgage in the
amount of $613,659 and a second, home equity loan in the amount of $72,481.

16.  Iam currently indebted for legal fees of approximately $70,000 relating to
the ongoing litigation concerning our home. I will be required to pay the amounts noted

above (o pay off the debt and sustain the litigation,

Date: g‘*““’-\ L OM

Barry K Bowney

D6676/0/00285038, WPDv] 5
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SEB Account closure.WTROTTER 050807.txt

From: Wanda Trotter [wtrotter@g-sr.com]
sent: Tuesday, May 08, 2007 9:51 am
To: Andrew TIttleman
Cc: 'Reid Jackson’
Subject: SEB Account closure
Importance: High

Settings
Logout

_Mailbox Payments Querijes Contracts Investments e-Services
Main page
Domestic_Cross-border.. _oOther.._g-bills.._Beneficiaries_confirmation of
payments_Import.._ Balance_Account statement_Bank cards_Pending
payments_currency rates_Other.._ )
Cards.._orders.._Accounts/deposits.._Loans.._Mobile phone.._other
contracts.._Reports_ Statement_Portfolio_performance of
portfo11o_Tran$act1oqs.._Ba1anc1ng of Liguidity Fund__
E-Maksuamet_Elion_Haigekassa_Eesti Energia E-Net_IF-kindlustus_iPlanner_
Buy-sell funds
Buy-sell shares
Transactions with third parties
Buy~-sell options
Change of fund units

Subscription
Bank cards

Debit card application
U-Kaart application

Credit card application
Current account opening

Securities safekeeping account opening
Deposits

Term deposit

Operating deposit

Investment Deposit
Loans

Guaranteed loans

Leasing

Factoring

Loan and leasing applications
Guaraantees/Collections

Mobile bank
Page 1
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Notification
Interest CAP
Direct payments
standing payments

Staggering of commision fees
EU payment

cross-border
E-bills

E-biT11 subscription
Imported payments

Load File
Consolidated payment

Currency exchange

Cross-border payments declaration
Authorised users

cross-border payments declaration

History of activities

GOLD & SILVER RESERVE INC

Tuesday, 08.05.2007, time:16.41
Inbox

Inbox

outbox

New message

Date 08.05.2007
sender KERLY KUKK

Subject Notice of current account closure
Message our 08.05.2007

Dear customer,

Page 2
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SEB Account closure.wWTROTTER 050B807.txt
To comply with the Money Laundering and Terrorist Financing
Prevention Act, effective in the Republic of Estonia, the credit
institutions, operating in Estonia are obliged to possess
Ehoqough information on the customer’s field of activity and
usiness.

Based on the information, published on the Internet at
http://www.zone-h.org/content/view/14732/31/, which refers to
connection of Gold & Silver Reserve Inc with money laundering,
SEB Eesti UhisEank has decided, aiming at avoidance of
reputation risk, to terminate the current account(s), concluded
with Gold & silver Reserve Inc and close the current account(s)
opened in_the name of Gold & Silver Reserve Inc, starting from
May 15th 2007, on the grounds stipulated in Clause 10.2.2 of the
General Terms and Conditions of SEB Eesti Uhispank.

According to Clause 10.2.2 of the General Terms and Conditions
of SEB Eesti Uhispank, the bank has the right to unilaterally
terminate a contract concluded with the customer without
following the term of advance notice, if the client materially
violates his contractual obligation; the violation inciudes also
suspicions about Ie?itimacy of the customer’s business activity
or suspected money laundering for some other reason.

Please end settlements in the accounts, opened with SEB Eesti
Uhispank in the name of Goid & Silver Reserve Inc by the said

term and transfer the funds in the account to another account
manager.

Yours sincerely,

Tarmo Kadhrik .
Head of Security Analysis department

Taavi Epiik 66 55 500

Back

New message

Delete
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» Account statement from acount No. 10220051104013 (01/03/06 - 31/03/06)

Open >»>
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SEB Account closure.wTROTTER 050807.txt

SEB Eesti Uhispank, Tornimde 2, Tallinn 15010 BIC: EEUHEE2X
Business~-customers' advisory phone: (+372) 66 55 444, e-mail: info@seb.ee
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