


Case 1:18-cv-10077-RWZ *SEALED* Document 1 Filed 01/16/18 Page 2 of 23

website, maintained and operated by Defendants, conveyed to potential and actual MBC
Customers numerous solicitation materials, MBC trade data, and other materials (1)
misrcpresenting that MBC was actively being traded on several currency exchanges, including
the MBC Exchange website (https://mybigcoinexchange.com), when in fact it was not; (2)
misrepresenting in reports the daily trading price, when in fact no price existed because MBC
was not trading; and (3) misrepresenting that MBC was backed by gold, when in fact it was not.
In reality, the supposed trading results were illusory, and any payouts of funds to MBC
customers were derived from funds fraudulently obtained from other MBC Customers in the
manner of a Ponzi scheme.

3 As MBC Customers began to raise questions about their MBC accounts,
Defendants attempted to conceat their fraud by providing additional coins to them and falsely
representing that they had secured a deal with another exchange to trade MBC. Defendants
encouraged MBC Customers to refrain from redeeming their MBC holdings until MBC was
active on this “new” exchange.

4, Defendants misappropriated virtually all of the approximately $6 million they
solicited from MBC Customers. Defendants used these misappropriated funds to purchase a
home, antiques, fine art, jewelry, luxury goods, fumniture, interior decorating and other home
improvement services, travel, and entertainment. As a result, MBC Customers have lost most, if
not all, of their funds due to Defendants’ fraud and misappropriation.

5. Through this conduct, Defendants were engaged, are engaging, or are about to
engage in fraudulent acts and practices in violation of the Commodity Exchange Act (“Act™), 7

U.S.C. §§ 1-27(2012), and the Commission’s Regulations (“Regulations™), 17 C.F.R. pt. 1-190


http:https://mybigcoinexchange.com
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https://www.pmewswire.com/news-releases/mybigcoinpay-incs-co-founder-randall-crater
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39.  Typically, these false and misleading representations and omissions also related to
actions which could cause an increase in the trading value of MBC, how a customer could use
MBC, and the safety of purchasing MBC because it was backed by gold.

40.  For example, in or around March 2016, Gillespie sent an email to a customer who
was dissatisfied with his MBC purchase that included several material false statements regarding
MBCP and MBC. Gillespie wrote:

Our funding (in the hundreds of millions) I’m told should hit this
week...by the end of the week MBC[P] will buy up any and all
coin you want to sell on the Exchange...“

Things could not possibly be better—Randall [Crater] is in an
unnamed South American country since yesterday, at their request,
striking a deal to use our gold-backed coin to stabilize their

economy.

We have signed deal, 50/50 partnership with one of the largest
companies in the world on their phone payment system.

These statements were false.

41.  Gillespie told another MBC customer “that all good with MBC... VERY good in
fact. Each coin is now backed with gold! So, our currency and accounts are backed better than
the FDIC backs your money in the bank]” These statements were false.

42. Like Gillespie, from at least January 2014 through at least June 2017 Defendant
Crater also made false representations to an MBC Customer about MBC being backed by
hundreds of millions of dollars of gold. |

43.  OnJanuary 28, 2015, Crater sent an email to the same MBC Customer which read
«...we have 300 million in gold backing us they have nothing show [sic] you how strong we are

going to be [.]” This statement was false.
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44. Defendants made these false and misleading representations and omitted material
facts to potential as well as existing MBC Customers on the MBC and MBC Exchange websites,
on Internet social media and chatroom websites, in email communications, and in person, and
did so knowingly or with reckless disregard for the truth. Over the course of this scheme,
Defendants have revised their fraudulent statements on the MBC website.

B. Defendants Misappropriated MBC Customers’ Funds

45. From at least January 2014 through at least June 2017, Defendants received in
excess of approximately $6 million from at least twenty-eight MBC Customers.

46.  From at least January 2014 through at least June 2017, Defendants
misappropriated almost all of these MBC Customers’ funds for improper and unauthorized uses,
such as to wrongfully enrich themselves and the Relief Defendants.

47.  From at least January 2014 through at least June 2017, Defendants directed MBC
Customers to transfer funds into bank accounts controlled by or operated for the benefit of
Defendants and Relief Defendants.

48. Forinstance, Defendants instructed MBC Customers to transfer funds by wire or
through written checks into bank accounts held in the names of Relief Defendants Greyshore
Advertisement, Greyshore LLC, Greyshore Technology, Barbara Crater Meeks, and Defendant
Gillespie.

- 49,  Upon receipt or very soon after receipt of MBC Customers’ funds, the MBC
Customer funds were transferred to other accounts controlled by Defendants or Relief Defendant
Erica Crater, or withdrawn to make purchases for Defendants’ or Relief Defendants’ own
financial benefit. On occasion, MBC Customer funds were transferred illegally to other MBC

Customers to cover up Defendants’ fraud.
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§0. For example, MBC Customer funds for the purchase of MBC were transferred to
a bank account in the name of “Kimberly Renee Benge d/b/a Greyshore Advertisemet a/k/a
Greyshore Advertiset.” On September 12, 2014, Relief Defendant Kimberly Benge withdrew
funds frbm this account and purchased a cashier’s check made out to “Kimberly Benges
Greyshore Advertisment” in the amount of $1,849,370.38. The next business day, September
15, 2014, this cashier’s check was deposited into a bank account held in the name of Greyshore
LLC. On September 19, 2014, Defendants and/or Relief Defendants wired $631,523.79 from the
Greyshore LLC bank account to a real estate settlement company in Florida with the notation
“Other Home Purchase.” On or about September 26, 2014, Relicf Defendant Erica Crater
purchased a home for the price of approximately $645,060 using the funds transferred to the real
estate settlement company. A similar pattern repeated itself throughout the period from at least
January 2014 through at least June 2017 with MBC customer funds being wired to Crater’s or
Erica Crater’s personal bank accounts from Relief Defendants’ bank accounts or used to make
purchases in the amount of at least $339,689 at a jewelry store in Southampton, New York; at
least $209,000 at an East Coasl based marina; and at least $517,719.27 at an auction house that
specialized in fine art and antiques in Southhampton, New York. Defendants and/or Relief
Defendants withdrew via ATM transactions over $56,000 of MBC Customer funds from the
Refief Defendant Greyshore Advertisement's bank account, and Relief Defendant Kimberly
Benge personally withdrew at least $489,000 from this account at bank branch offices. None of
the funds obtained from MBC Customers were used to buy MBC for MBC Customers.

51.  To the extent any MBC customers received any funds from the Defendants, those
funds in fact consisted of funds that Defendants misappropriated from other MBC Customers, in

the nature of a Ponzi scheme.
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statements not untrue or misleading; and (3) engaging, or altempting to engage, in a fraudulent or
deceitful act, practice, or a course of business, including but not limited to those specifically
alleged herein, is alleged as a separate and distinct violation of Section 6{c)(1) of the Act and
Regulation 180.1(a).

Count I — Disgorgement of Funds from Relief Defendants

68. The allegations set forth in paragraphs 1 through 67 are re-alleged and
incorporated herein by reference.

69.  Defendants have engaged in a fraudulent investment scheme that defrauded
Defendants’ customers.

70.  Relief Defendants have received funds that were cbtained as a result of
Defendants’ fraudulent conduct.

71.  Relief Defendants have no legitimate entitlement to, or interest in, the funds
received from Defendants’ fraudulent conduct.

72.  Relief Defendants should be required to disgorge the funds they received from
Defendants’ fraudulent conduct, or the value of those funds that Relief Defendants may have
subsequently transferred to third parties.

72. By reason of the foregoing, Relief Defendants hold funds in constructive trust for
the benefit of customers who were victimized by Defendants’ fraudulent scheme.

VIII. RELIEF REQUESTED

WHEREFORE, the Commission respectfully requests that the Count, as authorized by
Section 6¢ of the Act, 7 U.S.C. § 13a-1 (2012), and pursuant to its own equitable powers, eater:

A. An order finding that Defendants violated Section 6(c)(1) of the Act, 7 U.S.C.

§ 9(1) (2012), and Regulation 180.1(a), 17 C.F.R. § 180.1(a) (2012);
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B.

An order of permanent injunction enjoining each Defendant and any other person

or entity associated with them, including but not limited to affiliates, agents, servants,

employees, assigns, attomeys, and all persons in active concert or participation with any

Defendant, including any successor thereof, from:

i

iv.

V.

Engaging, directly or indirectly, in conduct in violation of Section 6(c)(1)
of the Act, 7 U.S.C. § 9(1) (2012), or Regulation 180.1(a), 17 C.F.R.

§ 180.1(a) (2017);

Trading on or subject to the rules of any registered entity (as that term is
defined in Section 1a(40) of the Act, 7 U.S.C. § 1a(40) (2012));

Entering into any transactions involving “commedity interests™ (as that
term is defined in Regulation 1.3(yy), 17 C.F.R. § 1.3(yy) (2017)), for
their own personal account(s) or for any account in which Defendants
have a direct or indirect interest;

Having any commodity interests traded on Defendants’ behalf;
Controlling or directing the trading for or on behalf of any other person or
entity, whether by power of attorney or otherwise, in any account
involving commodity interests;

Scliciting, receiving, or accepting any funds from any person for the
purpose of purchasing or selling any commodity interests;

Applying for registration or claiming exemption from registration with the
Commission in any capacity, and engaging in any activity requiring such

reglstratlon or exemption from registration with the Commission, except
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as provided for in Regulation 4.14(2)(9), 17 C.F.R. § 4.14(a}(9) (2017);
and/or

viii. Acting as a principal (as that term is defined in Regulation 3.1(a), 17
C.F.R. § 3.1(a) (2017)), agent, or any other officer or employee of any
person (as that term is defined in Section 1a(38) of the Act, 7 U.S.C.
§ 1a(38) (2012)), registered, exempted from registration, or required to be
registered with the Commission (except as provided for in Regulation
4.14(a)(9), 17 C.F.R. § 4.14(a)(9) (2017));

C. An order directing each Defendant to pay a civil monetary penalty, to be assessed
by the Court, in an amount not to exceed the penalty prescribed by Section 6¢(d)(1) of the Act, 7
U.S.C. § 13a-1(d)(1) (2012), as adjusted for inflation pursuant to the Federal Civil Penalties
Inflation Adjustment Act Improvements Act of 2015, Pub. L. 114-74, 129 Stat. 584 (2015), title
VI, Section 701, see Regulation 143.8, 17 C.F.R. § 143.8 (2017), for each violation of the Act
and Regulations, as described herein;

D. An order directing Defendants, as well as any successors thereof, to disgorge,
pursuant to such procedure as the Court may order, all benefits received including, but not
limited to, trading profits, revenues, salaries, commissions, fees, or loans derived directly or
indirectly from acts or practices which constitute violations of the Act and Regulations, as
described herein, and pre- and post-judgment interest thereon from the date of such violations;

E. An order directing Defendants, as well as any successors thereof, to make full
restitution, pursuant to such procedure as the Court may order, to every customer and investor

whose finds any Defendant received, or caused another person or entity to receive, as a result of
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the acts and practices constituting violations of the Act and Regulations, as described herein, and
pre- and post-judgment interest thereon from the date of such violations;

F. An order directing Defendants, as well as any successors thereof, to rescind,
pursuant to such procedure as the Court may order, all contracts and agreements, whether
express or implied, entered into between, with, or among Defendants and any customer or
investor whose funds were received by Defendants as a result of the acts and practices which
constituted violations of the Act and the Regulations, as described herein;

G. An order directing that Defendants, and any successors thereof, make an
accounting to the Court of all of their assets and liabilities, together with all funds they received
from and paid to investors and other persons in connection with commodity transactions and all
disbursements for any purpose whatsoever of funds received from commodity transactions,
including salaries, commissions, interest, fees, loans, and other disbursement of money or
property of any kind from at least January 2014 to the date of such accounting;

H.  Anorder requiring Defendants and any successors thereof to pay costs and fees as
permitted by 28 U.S.C. §§ 1920 and 2412(a)(2) (2012);

L An order requiring Relief Defendants, as well as any of their successors or
assigns, to disgorge to any officer appointed or directed by the Count, all ill-gotten gains and
other benefits received from Defendants, including, but not limited to, salaries, commissions,
loans, fees, revenues and trading profits derived, directly or indirectly, from Defendants as a
result of Defendants® acts or practices that constitute violations of the Act and the Regulations,
including post-judgment interest; and

J. An order providing such other and further relief as the Court deems proper.

* L *
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