
Reply-To: BFL News <bfl_news@butterflylabs.com>
To: 

[Quoted text hidden]

BFL News <bfl_news@butterflylabs.com> Tue, May 6, 2014 at 7:29 PM
Reply-To: BFL News <bfl_news@butterflylabs.com>
To: 

[Quoted text hidden]

Pairhome.net Mail - BFL News file://///trade ftc.gov/workprod/BCP/1148DFP/Cases/Butterfly Labs_14...

3 of 3 9/5/2014 5:20 PM

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 1 of 82



 
 

ATTACHMENT 
AAA 

 
 
 
 
 
 
 
 

 
 

 

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 2 of 82



Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 3 of 82



 
 

ATTACHMENT 
AAB 

 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 4 of 82



 1 

                OFFICIAL TRANSCRIPT PROCEEDING 1 

                   FEDERAL TRADE COMMISSION 2 

   3 

   4 

   5 

   6 

  MATTER NO.     1423058  7 

   8 

   9 

  TITLE               BUTTERFLY LABS 10 

   11 

   12 

  DATE           RECORDED:   JUNE 21, 2014                   13 

   14 

                 TRANSCRIBED:  JUNE 25, 2014     15 

   16 

   17 

  PAGES          1 THROUGH 12 18 

   19 

   20 

   21 

   22 

   23 

               CONVERSATION WITH DAVID McCLAIN 24 

  25 

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 5 of 82



 2 

                   FEDERAL TRADE COMMISSION 1 

                          I N D E X 2 

   3 

  RECORDING:                                 PAGE: 4 

  Conversation with David Mcclain              4    5 

   6 

   7 

   8 

   9 

   10 

   11 

   12 

   13 

   14 

   15 

   16 

   17 

   18 

   19 

   20 

   21 

   22 

   23 

   24 

  25 

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 6 of 82



 3 

                   FEDERAL TRADE COMMISSION 1 

   2 

  In the Matter of:             ) 3 

  Butterfly Labs                )  Matter No. 1423058 4 

                                ) 5 

  ------------------------------) 6 

                                June 21, 2014    7 

   8 

   9 

   10 

            The following transcript was produced from a 11 

  digital file provided to For The Record, Inc. on June 23, 12 

  2014.    13 

   14 

   15 

   16 

   17 

   18 

   19 

   20 

   21 

   22 

   23 

   24 

  25 

Case 4:14-cv-00815-BCW   Document 8-3   Filed 09/17/14   Page 7 of 82



 4 

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

                    -    -    -    -    - 2 

            MS. HAN:  This is investigator Elizabeth Han 3 

  with the Division of Financial Practices of the Bureau of 4 

  Consumer Protection at the Federal Trade Commission.  It 5 

  is Saturday, June 21st, 2014.  The following recordings 6 

  will be taken at the Bitcoin in the Beltway Conference in 7 

  Washington, D.C., with employees of Butterfly Labs, a 8 

  potential defendant in matter number 1423058.  I will be 9 

  using undercover identity, Taylor Morgan. 10 

                                                            11 

               CONVERSATION WITH DAVID McCLAIN 12 

            MR. McCLAIN:  Hello. 13 

            MS. HAN:  Hi, there, how are you? 14 

            MR. McCLAIN:  Great.  How are you? 15 

            MS. HAN:  (Inaudible).  Oh, I’ve heard a little 16 

  bit about this.  Hi, I’m Taylor. 17 

            MR. McCLAIN:  I’m Dave. 18 

            MS. HAN:  Hi, Dave, nice to meet you. 19 

            MR. McCLAIN:  Nice to meet you. 20 

            MS. HAN:  Hi, I’m Taylor. 21 

            KAYLIE:  Hi, I’m Kaylie.  It’s good to meet 22 

  you. 23 

            MS. HAN:  Kaylie, nice to meet you.  Would you 24 

  mind telling me what all this is -- I’m totally new to25 
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 5 

  this world. 1 

            MR. McCLAIN:  Sure. 2 

            MS. HAN:  I mean, I understand, you know, the 3 

  basic protocol and all that. 4 

            MR. McCLAIN:  Right, right. 5 

            MS. HAN:  But like I don’t really understand -- 6 

  I guess -- I’ve been on your website. 7 

            MR. McCLAIN:  Okay. 8 

            MS. HAN:  So, I know this is the new guy, 9 

  right? 10 

            MR. McCLAIN:  Right. 11 

            MS. HAN:  The Monarch. 12 

            MR. McCLAIN:  Yep. 13 

            MS. HAN:  Okay. 14 

            MR. McCLAIN:  So, this is -- our previous 15 

  generation was 65 nanometers.  This is 28 nanometers.  16 

  So, it’s faster, more power efficient.  This  17 

  generation -- our gen -- our machines are actually about 18 

  the best (inaudible) best product for processing power 19 

  versus power consumption.  So, this is our air cooled 20 

  version.  It -- the 600 gigahash and then our water 21 

  cooled version does one terrahash.  22 

            MS. HAN:  Wow. 23 

            MR. McCLAIN:  So, this goes for just under 24 

  $2,200.  This goes for just under $3,000.25 
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 6 

            MS. HAN:  Okay.  And these are all the new 1 

  you’re -- the 28 you’re saying? 2 

            MR. McCLAIN:  Right, right. 3 

            MS. HAN:  Okay. 4 

            MR. McCLAIN:  And, so, they can go into your -- 5 

  they can go into your existing computer, into the PCI 6 

  express slot or you can plug them in -- connect them with 7 

  USB.  Either way, you’ll need a dedicated power supply, 8 

  an ATX power supply to run them, whether you have it 9 

  inside the computer or external. 10 

            MS. HAN:  Okay.  So, you’re saying -- so, this 11 

  one’s 3,000 you were saying? 12 

            MR. McCLAIN:  Yep. 13 

            MS. HAN:  And this one’s like 2,200? 14 

            MR. McCLAIN:  Right. 15 

            MS. HAN:  Okay.  So, since I’m new, I guess I 16 

  want to know is it realistic for me to actually like 17 

  recoup my costs or --  18 

            MR. McCLAIN:  Yeah.  I mean, I think the 19 

  biggest mental obstacle -- and you coming into it now, 20 

  you may not have those ideas, but most people that have 21 

  gone on (inaudible) have expected quick returns.  It may 22 

  take longer for a return.  It is possible -- 23 

            MS. HAN:  How long do you mean? 24 

            MR. McCLAIN:  It really just depends on how25 
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 7 

  much you do purpose and when you receive it.  So, that’s 1 

  the part that we -- it’s absolutely impossible to know 2 

  exactly or even have an idea, because it does depend on 3 

  when you actually -- when you get it, when you put it on 4 

  and the current nature of the network (inaudible). 5 

            MS. HAN:  Okay.  And, so, are you guys -- are 6 

  these like available now or --  7 

            MR. McCLAIN:  You can place orders for them 8 

  now.  We are actually getting ready to start shipping our 9 

  first units.  Actually, we’ll put -- our first boards are 10 

  not ready to ship, capable of shipping.  They were not 11 

  (inaudible) at the level to ship.  So, we’re putting 12 

  (inaudible) for cloud hashing for our first people in the 13 

  queue.  But that said, once we do start shipping, an 14 

  order now probably wouldn’t ship until late July or 15 

  August. 16 

            MS. HAN:  Okay.  And do you guys still have the 17 

  other ones that you were talking about?  (Inaudible). 18 

            MR. McCLAIN:  Yeah, we have some 10 gigahash 19 

  machines.  They would probably make a nice room heater or 20 

  something. 21 

            MS. HAN:  So, not a good investment. 22 

            MR. McCLAIN:  Yeah.  I mean, it’s good to -- if 23 

  you wanted to just, you know, plug it in and play around 24 

  with it.  Actually, I think we’re getting ready to drop25 
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 8 

  the price on it (inaudible).  But if you (inaudible) it 1 

  would allow you to get everything set up and you would 2 

  make sure your software is set up.  Then once you got 3 

  this, then you would just plug it in on your (inaudible). 4 

            MS. HAN:  I see, okay.  And those are available 5 

  now for like a (inaudible)? 6 

            MR. McCLAIN:  Yeah, yeah. 7 

            MS. HAN:  Oh, okay. 8 

            MR. McCLAIN:  Yeah, yeah. 9 

            MS. HAN:  Cool.  And do you know -- have any 10 

  idea what that technology, how long it’s like taking to 11 

  even come close to recouping? 12 

            MR. McCLAIN:  I wouldn’t have any expectations. 13 

            MS. HAN:  (Inaudible). 14 

            MR. McCLAIN:  You know, like I said,  15 

  that’s more -- more of -- you know, using it to get 16 

  comfortable with the technology and the idea, the concept 17 

  of mining. 18 

            MS. HAN:  Okay, cool.  And then you said 19 

  something about a cloud hashing. 20 

            MR. McCLAIN:  Yeah.  So, we have cloud  21 

  mining available.  So, you can purchase as many as -- as 22 

  few as one gigahash of processing power and on up from 23 

  there.  It’s $10.83 per gigahash, and that’s a one-year 24 

  contract.25 
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 9 

            MS. HAN:  Okay. 1 

            MR. McCLAIN:  And then you don’t have to worry 2 

  about (inaudible) running it, maintaining it, power, air 3 

  conditioning, anything like that.  So, we work with a 4 

  third party with those, who manages all of that 5 

  (inaudible) and it takes away all of the headaches 6 

  (inaudible). 7 

            MS. HAN:  So, how does it work when like 8 

  bitcoins get mined that way?  How does it get 9 

  distributed? 10 

            MR. McCLAIN:  You provide your bitcoin address 11 

  and it’s (inaudible) into your bitcoin address, just like 12 

  if you were running them yourself. 13 

            MS. HAN:  Okay.  But is it just basically how 14 

  much you purchase like --  15 

            MR. McCLAIN:  Yeah. 16 

            MS. HAN:  Oh, okay. 17 

            MR. McCLAIN:  Yeah, yeah. 18 

            MS. HAN:  And then if I preorder this --  19 

            MR. McCLAIN:  Mm-hmm. 20 

            MS. HAN:  -- (inaudible) since I’m new, what do 21 

  I do if I change my mind? 22 

            MR. McCLAIN:  Well --  23 

            MS. HAN:  (Inaudible). 24 

            MR. McCLAIN:  -- all sales are final.  So,25 
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 10 

  yeah, you’d have to -- you know, once you --  1 

            MS. HAN:  It’s an investment. 2 

            MR. McCLAIN:  Yeah.  It’s an investment.  It’s 3 

  just like, you know, anything else.  You have to think of 4 

  it as an investment. 5 

            MS. HAN:  And when you preorder, then you guys 6 

  will just keep me posted on when it’s going to ship? 7 

            MR. McCLAIN:  Yeah, yeah, we -- we have -- we 8 

  have (inaudible) keeping people up to date on -- you 9 

  know, throughout the whole process, and then you’ll 10 

  receive an email when it’s getting ready to ship and 11 

  (inaudible) whatever the tracking (inaudible). 12 

            MS. HAN:  Okay.  You’re saying right now it 13 

  looks like (inaudible). 14 

            MR. McCLAIN:  Yeah, and that’s a current 15 

  estimate. 16 

            MS. HAN:  All right.  Well, thank you so much, 17 

  Dave.   18 

            MR. McCLAIN:  Thank you.  19 

            MS. HAN:  I’ll see you around.  Are you guys 20 

  giving any talks? 21 

            MR. McCLAIN:  We were, but our salesperson had 22 

  some kind of (inaudible). 23 

            MS. HAN:  Oh, bummer. 24 

            MR. McCLAIN:  Yeah.25 
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 11 

            MS. HAN:  All right.  Well, thanks.  I’ll see 1 

  you around. 2 

            (The conversation was concluded.) 3 

            (The recording was concluded.) 4 

   5 

   6 

   7 

   8 

   9 

   10 

   11 

   12 

   13 
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   16 

   17 

   18 

   19 

   20 

   21 

   22 

   23 

   24 
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 12 

        C E R T I F I C A T I O N   O F   T Y P I S T 1 

   2 

  MATTER NUMBER: 1423058                                    3 

  CASE TITLE: BUTTERFLY LABS                                4 

  TAPING DATE:  JUNE 21, 2014                               5 

  TRANSCRIPTION DATE: JUNE 25, 2014                         6 

   7 

       I HEREBY CERTIFY that the transcript contained 8 

  herein is a full and accurate transcript of the tapes 9 

  transcribed by me on the above cause before the FEDERAL 10 

  TRADE COMMISSION to the best of my knowledge and belief. 11 

   12 

                           DATED:  JUNE 25, 2014       13 

   14 

                                                             15 

                               ELIZABETH M. FARRELL         16 

   17 

    C E R T I F I C A T I O N  O F  P R O O F R E A D E R 18 

   19 

       I HEREBY CERTIFY that I proofread the transcript for 20 

  accuracy in spelling, hyphenation, punctuation and 21 

  format. 22 

   23 

                                                            24 

                                  SARA J. VANCE 25 
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Activity: 1008

Audite me. 
Discite ab 
meam 
sapientiam.

Ignore

Re: [Announcement] Butterfly Labs
September 24, 2012, 07:20:04 AM #409

Quote from: BFL-Engineer on September 21, 2012, 02:54:42 PM

Plug will be the same (5.0mm OD, 2.5mm ID), so it's possible to use the same plug.

Regards,
Nasser

Nasser,

Are you Nasser Ghoseiri, as reported in this interview?: 
http://codinginmysleep.com/interview-with-sonny-vleisides/
Is this you, a senior FPGA engineer?: 
http://fr.viadeo.com/en/profile/nasser.ghoseiri
Is this your Facebook page?: http://www.facebook.com/nasser.ghoseiri
(this person "liked" BFL)
How can you be BFL Chief Technology Officer... 
http://news.yahoo.com/butterfly-labs-announces-next-generation-asic-
lineup-054626776.html
...when you post on Facebook, this month, that you started working for a 
large european bank: 
http://www.facebook.com/nasser.ghoseiri/timeline/story?
ut=32&wstart=1346482800&wend=1349074799&hash=1015143007767337
Did you recently resign, or significantly reduced your involvement with BFL?

I have no doubt BFL will continue to succeed and grow without you, but if 
the above is true, I think customers would like answers.

      Redhash 105 Ghash/sec miner, by TAV! 

BFL-
Engineer
Full Member

Activity: 227

Ignore

Re: [Announcement] Butterfly Labs
September 24, 2012, 08:16:18 AM #410

Quote from: on September 24, 2012, 07:20:04 AM

Quote from: BFL-Engineer on September 21, 2012, 02:54:42 PM

Plug will be the same (5.0mm OD, 2.5mm ID), so it's possible to use the same 
plug.

Regards,
Nasser

Nasser,

Are you Nasser Ghoseiri, as reported in this interview?: 
http://codinginmysleep.com/interview-with-sonny-vleisides/
Is this you, a senior FPGA engineer?: http://fr.viadeo.com/en/profile/nasser.ghoseiri
Is this your Facebook page?: http://www.facebook.com/nasser.ghoseiri (this person 
"liked" BFL)
How can you be BFL Chief Technology Officer... http://news.yahoo.com/butterfly-labs-
announces-next-generation-asic-lineup-054626776.html
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...when you post on Facebook, this month, that you started working for a large 
european bank: http://www.facebook.com/nasser.ghoseiri/timeline/story?
ut=32&wstart=1346482800&wend=1349074799&hash=10151430077673378&pagefilter
Did you recently resign, or significantly reduced your involvement with BFL?

I have no doubt BFL will continue to succeed and grow without you, but if the above is 
true, I think customers would like answers.

Regarding employement for a bank, I'm a senior IT consultant / architect 
there. It is necessary to be an employee for maintaining your residency 
permit until you obtain nationality. The time I dedicate to our corporation 
has dramatically increased during the last 4 months, to about 7 hours 
during work days and a minimum of 25 hours during the weekend.

I hope this answer helps.

Regards,
Nasser

BF Labs Inc.  www.butterflylabs.com - Bitcoin Mining Hardware
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