
 
 

• Obscured Corporate Transfers: Statement of Financial Affairs (SOFA) filings 
from the bankruptcy estate demonstrate that the acquisition and operation of this 
swap vehicle involved massive unrecorded capital movements, including an 
$18.5 million USDC crypto transfer on July 2, 2021, followed by an $83.3 million 
USDC transfer on November 23, 2021, routed to close associates of Sam 
Bankman-Fried for the "DAAG acquisition". 

 

• The Dissolution Path: Just as synthetic positions in the traditional space are 
abruptly unwound to mitigate structural collapse, these off-shore shell operations 
were rapidly dismantled. The Dubai Multi Commodities Centre (DMCC) Authority 
records indicate that the dissolution of DAAG Trading DMCC was finalized on 
April 26, 2023—effectively wiping out the primary swap dealer vehicle utilized to 
process international synthetic product structures prior to comprehensive 
regulatory clawbacks. 
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Case 22-11068-JTD Doc 2297 Filed 08/31/23 Page 75 of 82 
Debtor Name : FTX Trading lid,: Cese Number: 22-11068 (JTO) 

Statemen t of Financhll Affairs for Non..-ndtvlduals Filing for Bankruptcy 

SOFA Question 13: Trans fers not already listed on this statement 

Creditor Name and Addr en Description of Prop4Hty Relatlon shlp to Debtor Dato Am oun t 

~-: ESS ON FILE 
Cash Transfer to Abaco Law Chief Tec.hnology Officer 04/21/2021 $2 856 25 
,!-!mlted~• benefit o of thll Debtors 

, .. , property 
purch ase (One Cebte Beach Untt 
112) 

ADDRESS ONFirE 
Cash Transfer to Abaco Law Chief Technology Officer 04/2112021 s~ 
~~~~;~ of the Debtors 

purchase (One Cable Beach Unit 
112) 

Cash Transfer to Abaco LrN Chief Technology Officer 06/1112021 , $189 .482 92 
ADDRESS ON FILE LimitedJ.2Ll',e benefit of tha Debi~ 

re: property 
purchase (One Cable Beach Unit 
112) 

ADDRESS ONFIL e' 
lntercompany Payable from Chief Technology Officer 06/11/2021 1$1 321.201 81 
Alameda Research Ltd. to FTX of the Debtors 

!~ l~= -~• :~:~ 
of the payment from FTX Trading 
Ltd . to the sellers of One Cabte 
Beach Unit 112 (tiUed In the name 
of Zlxlao •r...aN"' w.,,,., 

BRANDON WILLIAMS C,ypto transf1< offlS"l!M USDC Close Associate of 07/0212021 $18.500 .000 00 
ADDRESS ON FILE ,.,.todtoDM.G W1111on Bankman-Frltd 

BRANDON WILLIAMS C,yp10 1rans1er ol'$83~M USDC Close Assoela1e of 1112312021 $83 333.312,.M! 
ADDRESS ON FILE related to OMG a usrtion Bankman-Fried 

Case 22-11068-JTD Doc 2354 Filed 08/31/23 Page 57 of 60 
Debtor Name: FTX Europe AG case Number: 22-11075 (JTO) 

Statement of Financial Affa irs for Non-lnd lv ldual s FIiing fo r Bankruptcy 

SOFA Questio n 25: Other buslnassu In whk:h the debtor has or has had an Interest 

Bus iness Name and Addrn s Natur e of Busin ess Oper ation EIN Existed From Exis ted To 

BCOIN DIGITAL ASSETS LTD Dormant Entity Unknown 11/1412021 Current 
3 Cavendis h Row 
Dublin I, DO I KV26 
IRELAND (EIRE) 

~ ERST RABE 20 
I~ OWf"led trilhird pam., • Unknown 09/3012022 Curren t 

MUN ICH. 80331 
GERMANY 
CONCEOUS DIGITAL ASSETS Flnandal off erings Unknown 11/14/2021 Current 
Schlehenstrasse 6 
90542 Eckental 
GERMANY 
DMG TRAOtNG:--···-- I ~•tar,-1fading nrm Unknown 11/14/2021 Current 
UNIT 2617 OMCC BUSINESS CENTRE 
LEVEL NO 1. JEWELRY & GEMPI.EX ~ 
,nuRAI UNIT.ED ARAR EMIRATES 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MjU3MA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MjU3MA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MjU3MA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjU4MTk3NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjU4MTk3NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjU4MTk3NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MjU3MA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MzQzOA==&id2=-1


 
 

IV. Order Mis-Marking and Compliance Omissions: 
The Integrity of CAT Reporting 

A persistent and alarming vulnerability within current audit trails is the systemic failure of 
broker-dealers to accurately report short-sale order marks to the Consolidated Audit 
Trail, directly obscuring short-sale volume and short interest from regulatory watchdogs. 

A. Systemic Failure to Mark Short-Sale Orders Accurately 

The Commission's recent enforcement action under In the Matter of Robinhood 
Financial LLC and Robinhood Securities, LLC (File No. 3-22405) unmasked a chronic, 
multi-year failure of automated order-routing systems to accurately capture short-sale 
data. Between 2020 and 2023, structural defects in execution scripts resulted in millions 
of retail equity and options orders being mis-marked on external trade feeds. 
Specifically, broker-dealers routed or executed short-sale orders marked incorrectly as 
"long," directly falsifying the market data transmitted to the CAT. 

B. Deletion and Omission of Compliance Ledger Records 

Compounding this technical deficiency, internal audits have revealed instances where 
broker-dealers failed to retain and preserve required compliance records—including 
business-related communications via internal tools or Bloomberg chat systems—that 
detailed internal order exceptions, risk parameter changes, and manual system 
overrides. When firms systematically fail to preserve records documenting how internal 
trade desks manually adjusted risk sections or bypassed short-sale compliance scripts, 
the Commission's ability to use the CAT to reconstruct historical market manipulation is 
completely neutralized. 

C. Systemic Coding Failures in Riskless Principal Logic 

The threat of systemic mis-marking is further illustrated by the Commission's recent 
enforcement action In the Matter of Citadel Securities, LLC (File No. 3-21703). As one 
of the largest broker-dealers in the U.S. equities markets—responsible for executing 
approximately 35% of all U.S.-listed retail volume and 22% of total U.S. equities 
volume—the firm's internal automated tracking failures emphasize how easily major 
liquidity providers can distort data fed to regulatory audit trails. 

Over a five-year period from September 2015 through September 2020, a coding error 
in Citadel Securities' trading logic resulted in an estimated millions of sell orders being 
inaccurately marked. The deficiency arose directly from the handling of schedule-based, 
"not-held" client orders filled on a riskless principal basis. 
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• The Mechanics of the Defect: To execute these trades, the firm utilized a back-
to-back transaction sequence: routing a principal order to the market via multiple 
smaller "child orders" (the Street-Side Leg) and entering into a 
contemporaneous, offsetting trade with the broker-dealer client at identical 
pricing and sizing (the Client-Side Leg). 

• The Deferral Vulnerability: At the request of a limited set of institutional clients 
seeking to minimize electronic message traffic, Citadel Securities deferred 
transmitting execution reports to the clients (known as "roll-up" transactions) until 
designated intra-day intervals or until the parent order was fully complete. 

• The Aggregate Position Distortion: While the market-facing Street-Side Leg 
updated the firm's position calculation system without delay, a coding error 
caused the firm's order-marking system to delay updating the offsetting Client-
Side Leg executions until the deferred execution report was finally sent to the 
client. 

• The Order Marking Contagion: This artificial processing delay lasted for 
minutes and, in some cases, up to several hours. Consequently, during periods 
where the firm's inventory in an impacted symbol approached zero, the intraday 
calculation inaccuracies caused subsequent proprietary sell orders in that same 
symbol to cross zero blindly— mis-marking short sales as long sales and long 
sales as short sales. 

This algorithmic blindness persisted completely by the firm's mandated annual reviews, 
daily end-of-day order marking reports, and intraday monitors for five years. 
Furthermore, these corrupted order markings were systematically integrated into 
Electronic Bluesheet (EBS) data submitted to the Commission and SROs, directly 
degrading the integrity of regulatory surveillance data. This failure demonstrates that 
without real-time, independent validation of riskless principal legs within the CAT 
architecture, institutional automated systems can distort macro order-marking metrics 
across millions of transactions without triggering basic oversight compliance alarms. 

D. Regulation SHO Violations, Fractional Trading, and Net Proprietary 
Omissions 

Forensic regulatory examinations and compliance enforcement findings outline how 
systematic processing failures in structural inventory tracking led to massive, multi-year 
reporting violations under Regulation SHO ("Reg SHO"). 

• Stock Lending and Fail-to-Deliver Omissions: Regulatory audits show that 
Robinhood Securities failed to maintain basic compliance with Reg SHO 
protocols. Most notably, from May 2019 until March 2020, the firm routinely failed 
to execute timely close-outs on fails-to-deliver that directly resulted from its high-
volume stock lending activities. 
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• The Net Proprietary Tracking Deficit: When fractional share trading was 
launched in December 2019, systems were constructed without the technical 
capability to calculate real-time net proprietary positions across internal clearing 
accounts. Consequently, from December 2019 until December 2023, Robinhood 
Securities executed and mismarked more than 15 million principal short sales as 
"long" orders because it did not reconcile its internal firm-wide positions at the 
time the sales orders were processed. 

• Customer-Facing Compliance Marking Deflection: To mask this inventory 
tracking deficit, the clearing system shifted its compliance tracking metrics 
outward. For multiple years, the firm systematically marked short sale orders 
based entirely on individual customer long positions rather than validating the 
clearinghouse's actual, net proprietary firm position. 

 

 

 

4. Fractional Share Trading and Stock Lending : Robinhood Securities faijed to 
comp ly with Regu lation SI-IO ("Reg Sl-1O") in connection with stock lending and fractional tradin g 
programs. From May 2019 until March 2020, Robin hood Securi ties did not timely close out fails 
to deliver resulting from its s tock lending activities. Additiona lly, from at least December 20 I 9 
until December 2023, Robinhood Secu rities effec ted millions of principa l short sales re lating to 
fract ional shares trades that it mismarked as " long" beca use it lacked the abi lity to calcu late its net 
proprietary position at the time of its sale orders. 

lmns 

b. Reg SHO Violatio ns Rela ting tolli skless -Principal Tran sactions 

i. 
Principal O er~ "l .ong""Sa 

Risi.Jess 
on us omen epositions 

42. Reg SHO Rule 20 l(a)(8) states that the tenn .. , iskle,s mnc1pal .. shall mean a 
transact ion in which a broker or dealer. after having received an order to buy a security. purcha ses 
the secmity as principal at the same price to satisfy the order to buy, exclus ive of any explic itly 
disclosed markup or markdown. cmlllllission equ ivalent. or other fee, or. after having received an 
order to sell, se lls the securi ty as principal at the same pr ice to satisfy the order to sell. exclusive of 
any exp licitly disclosed markup or markdown , commission equivalent, or other fee. 

43. When Robinhood Financial launched Fractional Trading in December 20 19. 
Robinhood Secur ities' systems were designed to facilitate customer orders thrnug h a comb mallon 
of , isl-less p, i11cipal 11ansactions and principal transactions. (All references to , iskless p, mcipal 
sa les 01de1> in this section refer to Fract ional Trading ,isl-less p11ncipal sale 01cle1s . For example. 
if a Robinhood Financ ial customer placed an order to sell I 00.5 shares of a security. Robinhood 

8 

48. 'Robinh • t?ClllllU ?<, lllt~marl:!!d 8', 011 

o\-er 5" mil ton ract1ona ra m 

ii . Robinh ood Securiti es Impr operly M ark ed Short Sale Risi.less 
Principal Or ders and Shor t Sa le Prin cipal Or ders as "Short 
Exem pt " 
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E. The Riskless Principal Loophole and Fractional Share Mismarking 

The exploitation of the "Riskless Principal" framework allowed clearing structures to 
mask short-selling obligations under the guise of customer-driven fractional order 
execution. 

• The Riskless Principal Mandate: Under Reg SHO Rule 201(a)(8), a "riskless 
principal" transaction is strictly defined as an order where a broker-dealer, after 
receiving an explicit customer buy/sell order, purchases or sells the security as 
principal at the exact same price to satisfy that customer request, exclusive of 
disclosed markups, markdowns, or commissions. 

• The Fractional Share Matching Architecture: In fractional trading structures, 
system routing protocols were designed to automatically satisfy incoming 
customer retail orders by splitting execution between riskless principal matching 
and firm-directed principal transactions. For example, if an account placed a 
request to sell 100.5 shares of an equity, the system would process 100 shares 
via traditional routing networks while handling the remaining 0.5 fractional 
segment as a principal transaction drawn from internal inventory books. 

• Systemic Multi-Million Order Mismarking: Because the clearing infrastructure 
substituted underlying customer long statuses for firm-level inventory validations, 
from December 2019 until May 2022, Robinhood Securities improperly marked 
over 58 million Fractional Trading riskless principal short sale orders as "long". 

• The Short Exempt Abuse Loophole: Following initial regulatory pushback in 
May 2022, the firm modified its compliance parameters but continued to violate 
Reg SHO rules. From May 2022 until December 2023, Robinhood Securities 
mismarked an additional 4.5 million fractional riskless principal orders as "short 
exempt," despite completely failing to satisfy the mandatory statutory conditions 
required to claim the exempt status. 

V. Technical Amendment: Data Integrity, Mis-Marking, 
and Riskless Principal Order Capacity 

Executive Summary of Data Concerns 

While the Commission's proposal to prohibit volume-based transaction pricing for 
agency-related volume is a critical step toward fostering fair competition among broker-
dealers, the structural integrity of this prohibition relies entirely on the accuracy of order 
marking. Because high-volume members retain a significant financial incentive to 
mischaracterize their order capacities to cross volume tier thresholds, the final rule must 
explicitly address the temporal and volume-based dynamics of riskless principal 
transactions. 

The Consolidated Audit Trail (CAT) baseline sample from January 2023 highlights that 
while Riskless Principal orders constitute a smaller overall slice of the market, they 
represent a highly concentrated, vulnerable pool of order flow that could be weaponized 
to evade volume-tier restrictions. 
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Analysis of Riskless Principal Volume & Timeframes 

The intersection of volume requirements and monthly resetting timeframes creates an 
environment ripe for order mischaracterization. We urge the Commission to consider 
the structural vulnerabilities exposed by the January 2023 CAT data: 

 

• The Monthly Reset Dynamic: Exchange volume tiers are calculated in arrears 
and reset on a strictly monthly timeframe. Because a member's achieved tier 
applies retroactively to all executions transacted earlier in that month, a marginal 
increase in volume at the end of a monthly period exponentially increases the 
financial payout across billions of previously executed shares. 

• Volume Threshold Urgency: This monthly timeframe creates a mathematical 
"cliff" toward the end of each calendar month. Members seeking to achieve 
specific tier targets face an intense economic incentive to aggregate and route 
order flow to a single venue to capture the highest possible rebate. 

Federal Register / Vol, 88 , No. 213/ Monda y, Novemb er 6, 2023 / Propos ed Rules 

TABLE 4- EX CHANGE TRADIN G VOLUME AND SHARE BY L IQUIDITY T YPE , JAN. 2023 
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[The following table breaks apart the total buy and sell executed order flow from all excha~ members using a sample of CAT data for the 
month of Jan 2023. Exchange members are identified as the set of unique CAD IDs in CAT which have directly routed orders to any of the 
national equities exchanges in the month. Exchange member CRDs are also verified in the CAT Industry Member Identifier List dai ref-

;
~ data. For each exchange the number of shares executed under the CAT allowable trade capacities of Agency, Principal , and • 

Principal are reported. Trade capacity in CAT is defined by the exchanll" member for its side of a trade and represents the capac, ,n 
,ch the exchange member acted at trade time. Trades with the sale condition codes--M-M arket Center Official Close , -0-Market Center 

Official Open , - V.::...Contingent Trade, - 7-0ualified Contingent Trade (OCT), -6- Placeholder for 611 Exempt , and -9-Corrected Consoli­
dated Close (per listing market) were excluded . The share of total trading volume across all exchanges for orders of a specific capacity are 
reported under the trading volume. The fourth column , "Total " reports the total trading volume for each exchange with the exchange 's vol­
ume-based exchange market share reported below.] 

Exchange Agency Princ ipal Total 

Nasdaq • (Maker-Taker) ................. ......................... ........................ . 42,381,231,425 26,084,186,949 256,443,292 68,721,861,666 
32.04% 24.37% 13.90% 28.50% 

NYSE • (Maker-Taker) .................................................. .................. . 23,578,087,344 15,663,850,087 145,114,774 39,387,052 ,205 
17.82% 14.64% 7.86% 16.33% 

NYSE Arca • (Maker-Taker) ................ ............................................ . 19,581,312,954 19,600,669,528 129,269,046 39,311,251 ,528 
14.80% 18.31% 7.00% 16.30% 

Cboe EDGX O (Maker-Taker ) .............. ..................... ....................... . 13,478,973,097 12,512,933,159 677,345,568 26,669,251 ,824 
10.19% 11.69% 36.70% 11.06% 

Cboe BZX • (Maker-Taker) ............................................................ .. 9,612,667,056 10,242,339,878 367,462 19,855,374,396 
7.27% 9.57% 0.02% 8.23% 

MEMX (Maker-Taker) .............. ................................... ............. ...... .. 6,308,673,864 6 ,746,470,107 186,541,931 13,241,685 ,902 
4.77% 6.30% 10.11% 5.49% 

IEX ................................................................................................. .. 
(Flat) ........... ................................................. ................................... .. 6,860,652,435 3,905,276,620 7,011,129 10,772,940 ,184 

5.19% 3.65% 0.38% 4 .47% 
Cboe EDGA 0 . ..... .... ..... ....... ... .. . .. .. .. . .. ... .... .. ............ ..... .... . ......... ..... . 

(Inverted) ............ ......................................................... .................... . 3,401,951,122 2,289,187,280 109,407,328 5,800,545 ,730 
2.57% 2.14% 5.93% 2.41% 

Cboe BYX 0 ..... ...... ... .... ....... ... ........ ........ ... .. .............. ... .... . ......... ..... . 

(Inverted) ............. ................ ...... .............................. .... ...... ............ . 1,950,854,778 2,582,413,642 131,506,520 4,664,774 ,940 
1.47% 2.41% 7.13% 1.93% 

MIAX Pearl (Maker-Taker) ................... ......................... .. 1,803,716,409 2,527 ,733,474 153,910,919 4,485,360 ,802 
1.36% 2.36% 8.34% 1.86% 

NYSE National • .............................................................................. . 
(Inverted) ............................ ..................................................... ........ . 827,209,968 1,489 ,403,927 1,340,645 2,317,954 ,540 

0.63% 1.39% 0.07% 0.96% 
Phlx (PSX) • (Maker-Take r) ........................................................... .. 877,534,988 1,342,954,596 53,580 2,220,543,164 

0.66% 1.25% 0.00% 0 .92% 
BX• ................................................................................................. . 
(Inverted) ......................................................................................... . 713, 708,890 965,538,116 32,818,578 1,712,065,584 

0.54% 0.90% 1.78% 0 .71% 
NYSE American • (Maker-Taker) .......... ......................................... .. 712,130,625 818 ,767,495 14,185,250 1,545,083 ,370 

0.54% 0.77% 0.77% 0 .64% 
NYSE Chicago • ....................................................................... ....... . 
(Flat) ................................................................................................ . 177,946,002 254 ,499,006 120,789 432,565,797 

0.13% 0.24% 0.01% 0 .18% 
LTSE ......................................................................... ................... ... . 
(Free) ........................................................................ ................. ..... . 10,749,491 1,411,063 0 12,160,554 

0.01% 0.00% 0.00% 0 .01% 

Total ................................................................... ................. ..... . 132,277,400,448 107,027 ,634,927 li'ii..l " ........ , 241,150,472,186 
100.00% 100.00% 100.00% ............................ 
54.85% 44.38% 0.77% 

https://www.govinfo.gov/content/pkg/FR-2023-11-06/pdf/2023-23398.pdf


 
 

• The Incentive to Mis-Mark Small-Pool Capacities: According to Table 4 of the 
Commission's baseline data, Riskless Principal orders accounted for 
1,845,436,811 shares, representing just 0.77% of total trading volume across all 
exchanges (241,150,472,186 total shares). Because the proposed rule strictly 
prohibits counting agency-related volume toward proprietary volume tiers, a 
structural firewall is created. However, lower-volume or sponsoring members 
facing a month-end shortfall have an intense economic motivation to mis-mark 
riskless principal orders as proprietary volume. 

• Concentration Risks on Specific Venues: The temptation to mis-mark is 
structurally amplified on exchanges where Riskless Principal capacity is heavily 
concentrated. For instance, Cboe EDGX alone processed 677,345,568 Riskless 
Principal shares, capturing a staggering 36.70% share of the entire market's 
riskless principal volume. Nasdaq followed with 256,443,292 shares (13.90% 
share), and MEMX handled 186,541,931 shares (10.11% share). If bad actors 
are permitted to selectively mischaracterize these pools as proprietary volume 
during month-end scrambles, they can artificially inflate their proprietary volume 
metrics on these target exchanges to cross unfair rebate thresholds. 

Statutory Scope of Riskless Principal Orders 

To ensure the final rule effectively mitigates this evasion risk, the Commission must 
maintain a precise framework regarding order pricing: 

Proposed Rule 6b-1 Definition: A riskless principal transaction is broadly defined as a 
transaction where a broker-dealer, after receiving a customer order, purchases or sells 
a security from another person to offset a contemporaneous leg to the customer, 
without retaining market risk. 

Crucially, we support the Commission's deliberate omission of a "same price" 
requirement within this specific definition. If the rule required both legs of a riskless 
principal trade to execute at the exact same price, bad actors could easily evade the 
volume ban by altering the customer leg by the smallest fraction of a penny (e.g., an 
economically insignificant change) to artificially classify the trade as proprietary. 

Recommendations for Anti-Evasion Rules and Post-Filing Transparency 

To prevent the volume-based manipulation of riskless principal designations during 
these monthly end-of-period scrambles, the final rule must aggressively enforce the 
provisions of proposed Rule 6b-1(b) and (c): 

1. Mandatory Distinct Port Sourcing: Exchanges must utilize their flexibility under 
proposed Rule 6b-1(b)(1) to mandate that members route proprietary orders 
through entirely separate, dedicated physical ports or sessions. Mixing 
proprietary and riskless principal orders on a single session should be strictly 
prohibited to eliminate automated billing mis-marking. 
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2. Auditable Machine-Readable Tally Disclosures: The 5-calendar-day monthly 
deadline for Inline XBRL table submissions must be rigidly maintained. This 
prompt timeframe is the only mechanism that allows the Commission and the 
public to cross-reference data changes within the critical 60-day statutory 
suspension window. If an exchange's monthly disclosure reveals an anomalous 
spike in proprietary volume corresponding with a drop in riskless principal volume 
at month-end, it provides an immediate data point to flag potential evasion or 
mis-marking. 

VI. Retail Broker-Dealer Clearing Structures and Sub-
Second Institutional Auctions 

To demonstrate how internal retail clearing infrastructures interface with specialized 
institutional order-routing mechanics, the following structural breakdown links internal 
broker-dealer processing directly to sub-second institutional auction protocols and 
execution networks. 

A. The Structural Convergence of Retail Broker-Dealer Clearing and Sub-
Second Institutional Auctions 

A precise investigation of the modern market structure reveals that retail-facing broker-
dealers do not operate as isolated, simplified customer interfaces. Instead, firms like 
Embed Financial Technologies and Robinhood Securities function as intentional front-
end collection points that feed directly into a heavily integrated network of institutional 
clearing mechanisms, off-shore shell platforms, and sub-second auction protocols 
designed to circumvent public market lit exchanges. 

B. The Retail-to-Institutional Routing Funnel 

The mechanical path of a retail customer order exposes a deliberate separation 
between the consumer interface and the underlying financial execution: 

• The Internal Clearing Gatekeeper: Retail entities establish 100% owned 
clearing subsidiaries—such as West Realm Shires Inc.’s acquisition of Embed 
Financial Technologies or Robinhood Financial’s reliance on Robinhood 
Securities to take legal and beneficial ownership of incoming customer order 
flows. 
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Case 22-11068-JTD Doc 25935 Filed 09/27/24 Page 11 of 14 
CASE NAME: West Realm Shires Financial Services Inc. CASE NUMBER: 22-11072 

Exhibit B: Description of Operations for Controlled Non-Debtor Entities 

Official ForM 42& 
United States Bankruptcy Court 
District of Delaware 

Non4 Debtor Enti Description 

FTX Capital Markets LLC 
Previously registered as a Broker-Dealer with the Securities and Exchange 
Comm1ss10n and the Financial Industry Regulatory Authonty. Reg1slrallon status 
terminated 215/2023 

As of June 30, 2024, FTX Capital Markets LLC has an intercompany payable of $113.Sk due to Embed Clearing LLC for withdrawals made while Debtor West 
Realm Shires Sen,,ces Inc. accounts were maccessible before the bankruptcy coun authorized the Debtors to operate a cash management system (0.1. 145). 
nx Capital Markets LLC has an offseuing intercompany receivable of $113.9k due from Debtor West Realm Shires Services Inc. related to Embed Clearing 
UC cuS1omer account withdrawals funded by FTX capital Markets LLC. Additionally, FTX Capital Markets LLC has an lntercompany payable of $184,Sk due to 
Debtor West Realm Shires Anancittl Services Inc. related to the payment of compensation expenses for FTX Capital Markets LLC. Lastly, FTX Capital Markets 
UC has an intercompany payable of $476 due to Debtor West Realm Shires Inc. for corporate services paid on behalf of FTX Capital Markets LLC. 

As of the balance sheet date of the financials presented in Exhibtt A, no payments of professional fees were paid by FTX capital Markets LLC that would have 
otherwise been payable by a Debtor. Post pe11tIon, rn Capital Markets incurred an intercompany payable of $113.Sk due to Embed Cleanng LLC for 
wnhdrawals made while Debtor West Realm Shires Services Inc. accounts were Inaccess1ble before the bankruptcy court authorized the Debtors to operate a 
cash management system (0.1. 145). rn Capital Markets LLC has an offsetting mtercompany receivable of S113.9k due from Debtor West Realm Shires 
Services Inc related to Embed Clearing LLC customer account withdrawals funded by FTX Capital Markets LLC. 

Case 1:22-cr-00673-LAK Document 247-2 Filed 09/01/23 Page 2 of 2 

Messages in chronologi ca l order (times are shown in GMT +00:00) 

~ D0493KXPGRE 

ZD 

2D 

MG 

ZD 

Zach Doxter 11/11/2022 3 33 AM 

Michael. we're trying to gel Sam lo s,gn a control agreement that will empower a restructunng professional to 
Immediately make a series of cntlcal decisions without the delays and disengagement Sam has been providing us. 

Zach Dexter 11/11/2022. 3 35 AM 

those decisions Include the appropnatelbest act10ns on FTXUS - need someone who can consult wrth counsel to quickly 
wind down acltv1ly there 1n the most appropnele way for customers - all Sam needs lo do 1s sign he's been unable lo 
relinquish control or approve / delegate authority to approve material decIs1ons - I hope we're able lo cross that bridge 
tonight 

Michael Giles 11111 '2022 3 44 AM 

Sounds like the nght approach lo me We are In contact with all of our own regulators dally and lt"s hard lo navigate 
without direct10n ond eb1hty lo make btg decisions We ere currently focused on assisting with the off boarding of 
FTXCM customers and ensunng they can liquidate and receive their funds (likely from Embed Clearing directly) 

Zach Dexter 11111/2022 3 56 AM 

I'm on lhe phone with Sam's personal lawyers at Paul Weiss essentially yelling al them about how the internal ledger 
doesn1 work. but If Sam authortzeS an executrve aulhonty . that person will have lhe capacity to make the dec1s1ons we 
absolutely musl make 10 bring 1n people who can help us f0< this 

CONFID ENTIAL TREATMENT REQUESTED BY FTX fTX....000287243 
SONY 02 00411941 

,. 
J 
' ! 

---
_e,,,-,-;-

om c.- o .. 

https://youtu.be/pbjQHt73NKg?si=lz4phxOHItwHSzKg&t=572
https://youtu.be/pbjQHt73NKg?si=lz4phxOHItwHSzKg&t=572
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzIxMzQzNQ==&id2=-1
https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.247.2.pdf
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case 22-11068-JTD Doc 2353 Filed 08/31/23 Page 39 of 48 
Debtor Name: FTX Europe AG Case Number: 22-11075 (JTD ) 

Assets - Real and Personal Property 

Part 4, Que stion 15: Non-publicly traded stock inte rests in incorporated and unincorpor ated businesses. including any interest in an LLC. partnership , or jo int venture . 

Non1>ubllcly traded stoc k and Interests In Incorporated and o/.of Valuation method Current value of debt or's 
unincorporated busines ses, including any interest in an LLC1 Ownership used for current value interest 
partnership , or joint venture (Name of entity :) 

BCOIN DIGITAL ASSETS LTD 100% % ownership Per Undetermined 
Corporate Org Structure 
[Dl:#92] 

~ QUITY ~ 9 .9% % Ownership Per Undetermin ed 
Corpo rate Org Structure 
[Dl : #92] 

Case 22-11068-JTD Doc 2070 Filed 07/31/23 Page 41 of 84 
Debtor Name: Wast Realm Shires Inc Case Number. 22-11183 (JTD) 

Assets - Real and Personal Property 

Part 4, Que stio n 15: Non-pubUcty traded stock Interests In Incorporated and unincorporated businesses. Including any interest In an LLC, partnership, or join t venture . 

Non.public ly traded stoc k and Interests In Incorpo rated and ¾ of Valuation method Current value of debtor's 
unincorporated busine sses, lnclud lng any Interest In an LLC1 owner sh ip used for current v1Jue Interest 
partnership , or Joint venture /Name of enlhy:) 

DIGITAL CUSTODY INC. 100% % OWnershlp Per Undetermined 
corporate Org Structure 
(Dl:#92) 

" ~-• l'1NANCIAL ffCHN0LOOIES INCi 100% % Ownership Per Undetermined 
corporate Org Structure 
(Dl:#92) 

1~-.Jl ~-11- 100% % Ownership Per Undetermined 
Corporate Org Structure 
rni · :ftQ,1 - Undelermlned Funded Amount $112,554,985 67 

TOTAL $114,554,985 .67 

-+ Undelermned Amounts 

wes1Ree1mStotes£ase 22-11068-JTD Doc 2070 Filed 07/3~W@~?:g!
11

~~ (JTD) 

------------
Name 

Additi onal Page If Debtor Has More Exec utory Contracts or Unexp i red Leases 

Copy th is page only If more space Is needed. Conttnue numbering the lines Mquentlally lrom the previous page. 

li st all contracts and unexpired leases State the name and mailing address for all other parti es with 
whom the debtor has an executory contract or unexp ired lease 

Stat e what the contra ct or 
lease Is for and th e nature 
o f th e debtor's In terest 

Stat e the term remaining 

Ust the co ntract number of 
any go vernment co ntr act 

State what the contract or 
lease Is for and the natur e 
o f th e debtor's In terest 

State the term remaining 

Ust the co ntract number of 
any government contract 

Stat e what the contract or 
lease Is for and th e natur e 
of the debtor ts interest 

Stat e the term remaining 

Ust the contract number of 
any government co ntract 

DATED 

SPO NSORSHIP AGREEMENT DATED 
8/18/2021 Coachell a Music Festival, LLC 

425 W . 11th Street , SuHe 500 
Los Angeles . CA 90015 

DATED 1121/2022 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MzQzNw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ1MzIxMA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ1MzIxMA==&id2=-1


 
  

• Bypassing Lit Exchanges: Rather than routing marketable orders directly to 
public national securities exchanges (such as the NYSE or NASDAQ), the 
internal clearing infrastructure handles volume through a combination of 
proprietary principal matching and systemic diversion. 

• The Institutional Hand-Off: This structure serves as the primary mechanism to 
transfer retail orders internationally or route them directly into specialized 
institutional trading networks, matching retail volume against hidden institutional 
inventory outside the view of public market quotations. 

 

C. Interfacing with Sub-Second Institutional Auctions 

Once retail order flow is internalized by the broker-dealer's clearing arm, it becomes 
eligible to interface with highly advanced, sub-second institutional auction protocols that 
actively operate parallel to the national market system: 

• Exploiting the Sub-Second Pause: Internal clearing systems can route 
internalized block or fractional order segments into private micro-auction suites 
(such as specialized institutional routing networks). These platforms utilize brief 
execution pauses lasting between 1 and 20 milliseconds to generate non-public 
alerts to an enclosed circle of subscribers. 

• Internal Order Book Matching: During this sub-second window, institutional 
subscribers submit non-displayed, dark liquidity into an enclosed order book. The 
matching engine resolves the auction using custom priority parameters (such as 
price/time or first-responder matching), effectively crossing substantial volume 
completely insulated from public lit books. 

Case 22-11068,JTD Doc 115-1 F"ded 11/22122 Page 21 ol 21 
SELECTED ASSETS BY SILOl11 

WRS SILO )[ OOTCOM SILO 

Regulated Exchanges 

·- FTX <.$> 
DAAG 

lr- ~ ~--!"""'!'--I Ol91tal AIH II AG 

" Liquid d/bloFTXC urop• 

FTXcom 

d/blo FTX Japan K,K. Z!:=BR 
( 

fntJOMslo nchon~ 

Gibroltor ochon~ 

Licensed Broker Dealers 

_______ _,_ _ ___________________ , 

FTX US Capital i 
, Mark ets LLC 1 
•••• •••••• •••• • • • • •• • • I 

lockfolio 
SJ"stok~ 
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https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1MzAxOQ==&id2=-1


 
 

• The Off-Exchange Reporting Loop: Completed executions are systematically 
reported to an off-exchange Trade Reporting Facility (TRF). Unmatched order 
remnants are either cancelled or parked in non-displayed facilities, ensuring that 
the broader public market remains unaware of the real-time institutional demand 
curve. 

D. Systematic NBBO Price Deviation via Automated Regressions 

To safely execute these crossed retail and institutional sizes without triggering 
catastrophic public order book imbalances, routing engines [i.e. Apex’s Coda Fuse] 
deploy dynamic mathematical regressions to establish parameters for printing trades 
outside of the National Best Bid or Offer (NBBO): 

 

• Dynamic Variance Calculation: Automated data platforms continually analyze 
regular-way sequential trade data from the Securities Information Processor 
(SIP). By running these numbers through a rolling 20-trading-day regression 
curve, the system calculates median price variances across distinct notional 
brackets. 

• Hardcoded Liquidity Protection Boundaries: The output of this regression 
calculation—the Liquidity Protection Rule (LPR) threshold—acts as an 
operational gatekeeper. It calculates the maximum basis points or cents that an 
internal matching engine will permit a trade to print outside the prevailing public 
NBBO based on order size. 

• Institutional Price Isolation: This mathematical architecture allows internal 
broker-dealer clearing networks and institutional subscribers to routinely cross 
massive volumes at prices that deviate directly from national public quotations, 
depriving the public lit markets of transparent price-discovery data. 

COllt, I USl ·. ,cleu 

IAOt<£A A 

IAOt<HI C 

• •I •0 
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Interacts with both firm 
orders and conditional 
interests 

Not bound b'd NBBO 

IIROKEA I 

(.::' 0 

https://www.codafuse.com/
https://youtu.be/hIio_XzH6MY?si=tge1hOvSbSJuhoVw&t=85


 
 

VII. The Synthetic Parallel Ecosystem: Tokenized 
Stocks and Global Digital Networks 

The most critical threat to the integrity of U.S. securities regulation is the emergence of 
a synthetic parallel market through tokenized stocks. Between 2019 and 2022, offshore 
crypto platforms (including FTX, Alameda Research, and Binance) partnered with 
licensed European broker-dealers and custodians (such as CM-Equity AG) to pioneer 
24/7 tokenized fractional representations of U.S. equities. 

 

 

Case 22-11068-JTD Doc 11626 

Pro Forma Positions 
(Amoonr,."' SM NIOnS/ 

Filed 04/10/24 Page 6 of 18 

~ ii\ ~ 
;;:._ 

.]~: 
··---

FTX Europe - Overview of Key Pos 1t1ons (Post Collateral Agreement and Inter -Debtor) 

~ ExlerMI Claims J L1ab1l1hes 

~ lnlercompany Claims 

- - - ... -• Cash Payment• 

- Net Cash lncre;:1se m Net Cash Decrease 

FTX Europe AG 

FTX Trading Ltd . 

' ' ' ~----------------------------------, ' ' ' ' ' ' ' ' : ' : 
' CM-Equ ity 

1 0 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA5NTU5Ng==&id2=-1
https://x.com/sbf_ftx/status/1378823438639325184?s=61


 
 

A. Explanation of the Main Purpose of FTX.com and Related Exchanges 

The primary exchange operated by FTX Trading Ltd. was FTX.com, an international 
cryptocurrency exchange based outside the United States that served non-U.S. 
customers. Founded in 2019 by Samuel Bankman-Fried and Gary Wang, the exchange 
was specifically designed to bridge the gap between traditional financial markets and 
the digital asset ecosystem by offering sophisticated, institutional-grade trading 
functionalities that were largely unavailable on domestic, spot-only crypto platforms. To 
fulfill this purpose, the platform was built around two core pillars: 

• A Cryptocurrency Futures and Derivatives Exchange: Unlike standard 
domestic spot exchanges that only allowed users to buy or sell digital assets 
dollar-for-dollar, FTX.com focused heavily on cryptocurrency derivatives. It 
enabled users to trade complex financial instruments, such as futures contracts, 
allowing market participants to short assets or hedge risks based on the future 
price movements of underlying cryptocurrencies. Derivatives quickly became the 
platform's most popular financial product, driving immense volume. 

• A Leveraged Finance Platform and Prime Broker: FTX.com functioned as a 
comprehensive finance platform by integrating margin trading and lending 
services. Through an innovative feature known as "cross-margining," retail 
customers and institutional investors could use their entire portfolio of varied 
assets and currencies on the exchange to secure and leverage their trading 
positions. Roughly 80% of the assets on the exchange had this margin feature 
enabled by customer election, effectively making FTX a global prime broker for 
digital assets. 
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Firs t, it allowed customers to trade cryp to derivative s such as funlfe s. A-705-06 . 

In a spot trade a custom er purcha ses or sells an asset like bitcoin . A-70 3-04 . By 

contra st, fuUlfes trading involves purcha sing or shorting a fuUlfes contract - a 

derivative financia l instrument in which partie s agree to buy or sell an asset at a 

specific price in the funlfC. A-1002-0 3, A-82 7-28, A-689-90 , A-714-716. The 

investment ' s value is contingent on whether the funlfe price of the underlying asset 

ends up higher or lower than the price when the funlfe was purch ased. A-689-90 , 

A-715-16. The ability to trade derivative s was a key feanlfe on FTX . and 

derivative s became it~ most popu lar fmancial producl. A-6 89-91 , A-7 14-15. 

tonde• i.e., by borrowin g funds from the exchange . 

Whereas U .S.-based competitors allowed customer s to purcha se and sell assets 

dollar-for-dollar , A-703-704, FTX ' s margin featllfe allowed customers to increa se 

and levera ge their positions through spot margin borrowing and lending . 

One innovative feature ofFTX was .. cro ss-margining. " which allowed 

customers to rely on their overall assets and liabili ties on the exchange- in 

whatever currencie s A-1004-0 5. 

A-999-1001. For example. a customer could depo sit $100 ofbi tcoin to 

innnediately trade $1,000 ofbitcoin , or to trade other assets on the exchange , such 

as $1 ,000 of ether. A-704 . The se margin feanlfes meant FTX was not merely a 

6 

Case: 24-961, 09/13/2024, OktEntry: 28.1, Page 20 of 102 

tradin g platform ; it was a finance platfom1 as well . offering lending service s and 

opera ting as a .. pnme bro ker." A-993-94. A-1222. 

FTX ' s innovations gave retail cus tomer s access to a variety of sophisticated 

trading strategies that were previously availab le only to hedge funds and 

iustitutional investor s. These innovations were incredibly popular. I m e.:-1 
,..,...NNM dy a map adlafe "lwd the "vast majority of [trading] activity 

happened on margin 0 11 FTX .'' A-99 I. About 80% of assets had the margin 

feanlfe enabled , by customers ' election . A-88 I. A- I 298-99 . 
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The facts here also make the inslruction wrong and deeply confusing. 

! leveraged lending pla tfonn . ! Lenders like Block Fi deployed complicated 

cryptocurrency lending structures where they would rehypothecate crypto assets. 

58 

Case : 24-961 , 09/13/2024, DktEntry : 28.1, Page 72 of 102 

The very nature of the lending agreemen t meant Blockfi would be "deprived" of 

its funds for a period, and ifBankma n-Fried believed the loans could be covered, 

he could not have intended a " loss" in any meaningf ul sense. The same is true of 

FTX custome rs, who engaged in margin trading with 80% of assets on the 

platform. 

https://storage.courtlistener.com/recap/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb.28.0.pdf
https://storage.courtlistener.com/recap/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb.28.0.pdf
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Q. Okay. Let me go back . 

l n 

A. Yes . 

Q. Wha~ does chat mean ? 

A. 

_t __ _ 

-·---­ng ... ts -

SOUTHE!l1l DISTRICT REPORTERS, P . C . 
(212) 80 5- 0300 

236 of 296), Page 236 of 295ase: 24-961, 09/13/2024 , DktEntry : 33 .1. Page 236 of 296 
A-1025 
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Most of t hem did . And-

Q. I f I could i nt erru pt. 

A . Yup . 
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--A. Ur.derstood . 

MS . .SASSOON: Ob·ecc:icr . is based er ~ea~say . 

.... H-=- f)t;RT : S·;st:9"ned . ...ha t's 3-,0:ter way o ... doi:,g 

it , h:- it ' -= ~t•I., h ,1rs.;y . 

\.t:· f >l:.o,-,L.y h_s C,·1., L ' b Lu:..1:1;, s ... y w:.'"' J ,u tLd. 

A. 

MS. ~AESOON: Oo .. ec .. lcr.. 

MS. 2A2SCON: lie ca~ des er-~ .hat t.e d.d , ::o:: what t. 

OelteveC. based on his =o:-versa:.icr.s. 

C, Tel_ ~s w~at you d:d in con~e=::o~ ~1:h the sc:a~a 

tnvP.stlgatlon . 

A. 

~ - t,..1-.ere d:d ~• u b@_!_il,"".re - h~ ft:n:is ::c,~ c,e ver-t:~~ :.nves ... rrent. 

A. 

(.,.. ll.l:rit E-ntitiEs «oul d n·1::e th e in ve!"tne::it.c;'? 

SOLiliF.P.~ JTSr-lCT P.F?O~TEP.3, P. C. 
-~~) ~C5 0300 

https://storage.courtlistener.com/recap/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb.33.0.pdf
https://storage.courtlistener.com/recap/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb.33.0.pdf


 
 

To facilitate continuous liquidity, ensure confidence, and maintain orderly markets for 
these highly leveraged products, FTX utilized large-scale crypto hedge funds—most 
notably its related entity, Alameda Research LLC—to serve as primary market makers 
and "backstop liquidity providers". Alameda's main purpose in this ecosystem was to act 
as a counterparty of last resort, absorbing customer assets and liabilities during volatile 
market movements to prevent systemic losses on the exchange. 

B. Tokenized Stock Architecture and the Custodial Disconnect 

A critical element of the structural deception within the cryptocurrency ecosystem 
involved the offering of "Tokenized Stocks" (e.g., Tesla, Apple, Amazon) marketed by 
Sam Bankman-Fried as being physically redeemable and backed 1:1 with real U.S. 
equities. 
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• The Valuation Reality: Regulatory and forensic analysis conducted during 
bankruptcy proceedings revealed that these tokenized stocks held a valuation of 
$0 outside the specific debtor exchanges. They were functionally structured as 
internal derivatives or financial contracts designed solely to mimic price 
movements and were entirely untradeable on public equity infrastructure. 
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57. As explamed by Professor Howell tokemzed stocks are derivatives that 

aim to m1m1c the pn ce movements of publicl y traded stocks. (Howell Rep . 37.) The tokemzed 

stocks on the Debton.· exchau es were not otherwise lJlldeable outside of the Debtors · 

38.) Therefor e, Professor Howe ll considered tokemzed stocks to amount to a 

financial contract between a customer and the Debtors to track a stock price. (Id.) Accord ingly, 

the n ee of the tokemzed stoch on the Debtors · exchan es rather than same tokeniLed stocks 

on other exchanges or the w1derlymg stocks themselves best reflect the Petition Time value o f 

such tokenized stocks. (Id.) 

Case 22-11068-JTD Doc 6728 Filed 01/28/24 Page 29 of 35 

··---

Case 22-11068-JTO Ooc 5203-1 Filed 12127/23 Page 117 of 129 Case 22-11068-JTD Doc 5203-1 Fried 12/27/23 Page 118 of 129 

Exblbll 6 Exblbll 6 
Anti P'rkts AJstt Priers 

Tok,11/:ed Stork s Asstl Pt1r, 

770. AAPl S16·11 105734 IAI 1B) 

771. ABNB $96.0000000 Toktnl;rd Sto<ks (Cont.) 

772. ACB $0.9999615 808 . NIO $7.1215967 

773. AMC $2.3736839 809. NOK $192.0000000 

774. AMD $71.5300000 810. NVDA $ I 79.2500000 

AMZN S 14 1.0000000 
811. NVDA_PRE .. S0.0000000 

775. 8 12. PENN $35.0360000 
776. Af.lZNPRE .. $0.0000000 813 . PFE S57 .0000000 
777. APEAMC $2.8312387 SU . PYPL $82.7457524 
778. APHA $3.3000000 8 15. SLV $21.0000000 
779. ARKK $36. 7500000 816. SPY S395.2800000 
780. BABA $69.6482759 8 17. SQ $68.4769563 

781. BB $4.3800000 8 18. TLRY Sl.0888269 

782. BtU $11.5000000 8 19 . TSLA $218 9500000 

783. BITO $ 141.1510000 8?0 . TSLAPRP* S0.0000000 
821. TSM $86.2900000 

784. Bmv $654.0250000 
8 22. nvrR S54 2000000 

785. BNTX S 130.0069841 823 . UBER $20.0350000 
786. BYND $ I 0.0000000 82~. USO $l39.3253569 
787. CBSE'* $0.0000000 825 . WNDR $0 1800000 
788. CGC Sl.9770210 826. ZM $87.9242857 
789. COIN $30.0000000 
790. CRON $3.5830000 
791. DKNG $ I 0.2000000 
792. ETHE $9.9990000 
793. FB $118.0000000 
794. GBTC SS.4053969 
795. GDX $28.0000000 
796. GDXJ $34.6500000 
797. GLD $ I 64.0000000 
798. GLXY $2.8534083 
799. GME $2177 25000 
800. GMEPRE** $0.0000000 
801. GOOGL S 140.0000000 
802. GOOGLPRE•• S0.0000000 
803. HOOD SS.9000000 
804. HOOD_PRE•• S0.0000000 
805. MRNA $162.2837500 
806. MSTR $176.0022727 
807. NFLX $221.5600000 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjYxNDg5Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA0OTQyNA==&id2=-1


 
 

• The Custodial Disconnect: While FTX publicly claimed that these synthetic 
assets were backed via a partnership with the licensed financial institution CM-
Equity AG (which acting as the custodian would allow physical redemption), 
corporate ledger records and interviews showed that CM-Equity completely 
severed its relationship with FTX in December 2021. 

 

• Bypassing Reporting Thresholds: To obscure operational transparency and 
coordinate corporate control, FTX Europe AG maintained a precise 9.9% 
ownership stake in CM-Equity AG, leveraging this specific minority threshold to 
bypass regulatory reporting requirements while failing to secure the underlying 
equity backing the tokenized derivatives. 
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Case 22-11068-JTD Doc 2353 Filed 08/31/23 Page 39 of 48 
Debtor Name : FTX Europe AG Case Number: 22-11075 (JTD) 

Ass ets • Real and Pers onal Property 

Part 4 , Questio n 15: Non-publicly traded stock Interests In Incorporated and unlnCOIJ)Orated businesses . Including any Interest In an LLC. partnersh ip. or Joint venture. 

Non-public ly traded st ock and Intere sts In Incorp orated and % of Valuation method Current value of debt or's 
unincorporated businesses. includ ing any interest in an LLC , Ownership used for current value interest 
partnersh ip, or Jo int venture (Name of entity:) 

BCOIN DIGITALASSETS LTD 100% % Ownership Per Undetermined 
Corporate Org Structure 
[DI: #92] 

. 99% 1 % Ownership Per Undetermined 
Corporate Org Structure 
[DI: #92) 

CONCEDUS DIGITALASSETS 90.1% % Ownership Per Undetermined 
Corporate Org Structure 
[01:#92) 

DAAG TRADING . DMCC 100% % Ownership Per Undetermined 
Corporate Org Structure 
[DI: #92) 

9£ 1 

https://youtu.be/mHikzIr6Gq8?si=PXRUKtoREpg0jLqq&t=2080
https://youtu.be/mHikzIr6Gq8?si=PXRUKtoREpg0jLqq&t=2080
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MzQzNw==&id2=-1


 
 

C. Binance Control Covenants and the Laundering Mechanism 

The operational framework of the global crypto exchanges was bound by intricate, non-
public corporate governance structures that systematically consolidated power and 
facilitated the moving of equity values. 

• The Restrictive Liquidation Covenants: Landmark agreements, such as the 
November 2019 Voting Agreement executed between Samuel Bankman-Fried 
(FTX Trading Ltd.) and Changpeng Zhao (Binance Capital Management Co. 
Ltd.), revealed that Binance held Series A Preferred Shares carrying severe 
corporate blockades. Under these covenants, FTX was strictly prohibited from 
passing any resolution approving liquidation, dissolution, or the initiation of 
bankruptcy proceedings without the explicit written consent of Binance. 
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Case 22-11068-JTD Doc 4620-1 Filed 12/11/23 Page 134 of 180 
promptly as practicable take such actions as are necessary 10 rewove such Disqualified Designee from the 

.----------------------------------- .. Bo.,rd and designate a replacement des1gnee who 1s 001 a Disqualified Designee. 

2. \ 'Q!e to Increase Authorized Common Shares. Each Sb.ircboldcr agrees 10 vote or cause 10 
llf!1~e"la~,'!!'v,~O1"'l1''!!11!'1g!!!ua~ a!!1!!1"'1i!!ar~!!!l'i~l!!,e!'Wl~O!!n!!!,p!!!u!!11!'!!~.!"i". '!!, '!!ac!!'.1!'P.!.,!'l!f.e~,""'1'11!!,e""e!!l1~,.,,,!!"!l"!!!!,!l',!!!rrffl~~i!!i'!l!'l"l!!i!'llbe voted all Shares owned by such Shareholder. or over wluch such lmreholder has voting conlrol. from 
Company ("S,ri,s A Pr,f,rr , d S/1aru ·· or "Pr,f,rr,d Sl1ar,s") ltsted on chcdule (together wnh any tune 10 time and at all tunes. in wltatever l1l3JlllCr as shall be necessary 10 increase the number of autllorized 
subsequeul wvestor.;, or tmusferces. who become pan1es h<relo as "lnves1or.;·· pursualll 10 S11\>5e<:110115 shares of Common Shares from tnne 10 nme 10 ensure tl~11 tl1ere \\~II be sufficient shares ofCo nunon Slmres 
LJ!!1 or I 2 below. the " lm·atorsj . and those certaw shareholder.. of tl1e Company hsted on Schedule B available for conversion of all of the shares of Preferred Shares ornstandiug al any given lune. 
(togetlicr w11h any subsequcm shareholders. or any rrausf..-ees. wbo become pan.es hereto as "Key 
Holder.." pw~uam to Subsecnon 7 .2 below. the "K-, • ll ald,n .'' and 1oge1ber collccuvely wuh the Investors. 
the ··s11ar,hold,rs") 

RECITALS 

A Coucurre111ly wuh the execu11on of tlus Agreement. the Company and the Investors arc 
entenng mto a Senes A Preferred Share Purchase Agreement (the "P11rc/1as, Agre,111,11f') providmg for 
the sal• of shares of th• enes A Pref..-red hares. and m comiecuon wuh 1ha1 agreement tlie pames desire 
10 pr0\1de the Investors with tl,e nglu. among otlier ngh1s. 10 des1gua1e the election of cenam n,embers of 
the board of director.; of the Company (tbe - Boartf ') m accordance with the tenus of dus Agreemen1. 

B Tiie Amended aud Restated Memorandum and Articles of Association of the Comp.111y 
(tl,e "R, stat,d Artic/,s ") prondes 1ha1 the IM>lders of record ofll,e shares ofCollll1lOn Shares. voting as a 
separat• class. shall be enuded 10 elect one director of the Comp.1ny 

NOW. 11-IEREFORE. the pames agree as follows 

I. Votmg ProVl510lJ5 Rrgardmg Jhe Boord 

I.I S,ze of1he Board SubJccl 10 Subsectjou l 2Cbl below. each Shareholder agrees 10 
,-01e. or cause 10 be voted. all Shares (as defined below) owned by such Shareholder. or over wluch such 
Shareholder has votmg comrol. from IUtlt' 10 1m1e and at all tllllt'S. Ill whatever nuuu,er as shall be 1iecessary 
10 ensure that the size of the Board shall be set and remam at one director. For puq,oses of this Agreement. 
the tenn "Sltar, f shall mean and UlClude any sec111111es of tbe Company that the holders of wluch arc 
euuded 10 vote for members of the Board mcludmg "11bou1 hmuauon. all Conuuon Shares and Sencs A 
Pref..-red Shares. by whatever nan1e called. now owned or subsequently acquired by a Shareholder. 
however acqmred. whether tluough share spins. share dindcnd.s. reclass1ficauous. recapnahzauons. smular 
events or othmv 1.se. 

1.2 Board Compos111on Each Shareholder agrees 10 vote. or cause 10 be ,-01ed. all 
Shares O\med by such barcholdtt . or o,·..- wluch such Shareboldtt bas votmg con1rol. from 111ue 10 tune 
and 111 all umes. m \\MIC\'er nlllDlier as shall be necessary 10 ensure tliat 111 each annual or special meeting 
of shareholders at winch an elecuon of directors is held or pursuam 10 any wnuen consem of the 
shareholder... subJCCI 10 ~ - the foUowmg perso1is shall be <lccted to the Board: 

(a) 15-lela--.Fried Ube T. forsolongoshcremam s auofficcr 
of the Company. exccp1 that II Ue O&Ulu .. ~-or ,~ w.1.1CU~ lo k'.#h.%:fiHUccessor shall be designated by 1he 
holders of a maJonty of the Common Shares 0<ns1andmg. and 

(b) If . in connection with an invrsunem in th• equity capital of tl1c Company from 
· or des,gnee 1s elec1ed 10 serve on the Board 1hen 

r Binanu· hall have the n~11 to appom1 one (I) md111dual 10 
c 1111 g 111,-es,or has a des1g11ec sem11g Oil the Board 

(a} .\ccept an m\\....,tmcut III capital l'<lllll\ or 
c,changeable for capital «1111I) hom a d,g,ul "'"'' excl1.1nge 

(b) For the first $200.000.000 of cumulative profits. wnh such comp111a1ion 
ro mmencm~ from 1he dale ofC l~ mJ;t(Jhe ··J11itial Profits' . m,a1d bouu"ie, to cmplo)ee"" tlrnl a1e ec.1ual 10 
01 e.1c,t1e1 than 1~0 • of the Compau~ ., a,umal p1ofih fo1 lite urnucd1a1el~ p1c..-ced111u li'!,cal ~ i:a1. 

(c) For profits 111 excess of the huual Profits. 11ward bonuses 10 employees 1ha1 are 
equal 10 or greater thou 50". of the Company's annual profits for tlie unmed101ely p1ecedmg f,scal year 
Annual ptofils shall be reaSOtmbly detmiuned by the Board m nccordance ,111h the 111fonna11ou dehvered 
by the Company 10 Bu111nce uod..- ecuou 3 (lnfomumou Riglus) of the lnves1or·s Rtglns Agiccmem 
entered 11110 between the Company and Bmance concurrently wnh the cxecn11on of1h1s Agreement. 

(d) !\c«Jll au 111\e-lmtlll w capital C<Jllll\ or an, · 111,mun1.,11 conwr11ble or 
e\chaiuleable for cap1t.il ec1111ty flom an 1111.10ilutt.·•d thud p.11t} othtt than B•~ such consent not to be 
unreasouably w11bheld). 

(e) .-\lln 1n d1at11?C the ll!lhl ptcfere1ices or pn vdege-. of the Prefen ed Shares 111 
a miumtt tluu •~ ma1en11ll advcrie tot~ Prtfnred hMt1__..,prowdrd thnt the crea11011 ol ,111, ne,, cla,, or 
,mn of .Jia,cs ,J,all be dtttucd to DOI be mat ach -e to tilt Plefemd S 

(f) Effect a 1n:a1111ah,a1101\ i.-.:l,1''11ic.111011.W!ll!l-l!!/o&.ll!!!l.1111'1ha1 would be 
reasonably expected 10 ha,~ auy matenal adverse effect Oil the holders of Preferred Shares hareholdmg or 
ngh1s 111 the Company: 

(g) A1nelld any prov1s1on of the Restated Amcles that would be reasonably 
expected 10 have any matenal adverse rITec1 ou tl1e holders of Pref..-red Shares shareholdmg or nglus in 
the Company. or 

E."cept as otherwise pronded m th< foregomg. Bmanee agrees that 11 shall execute such conse111s. 
wa1\'m , documems and;or umnnnents and 10 take such acuons as may be reasonably necessary 10 ensure 
that the Company will have full operauonal mdependence 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjYwNzg5Ng==&id2=-1


 
 

 

____ 4_ .. __ ,_ -----·-------- ... -- ... -------···----- -_4_ .. _____ _ __ .,., _____ _ 
------ -· 

I ~F t!op tryw,g 10 i:,epe,g '1~ And 11,:,P doing anything . Slop row. cloni C1U$9 more C.,... Pau .. l!llCWIQ. pa,w Wlllldtawal ol' 
onry TI!ON .,.,., .... SUn . l r1 the rnt play out. 

IO)'Oll Mid "t,IOp lrylng IO~ llabltCOlnt • 

https://s.wsj.net/public/resources/documents/SBFwrittentestimonynotes12122022.pdf
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Case 22·11068·JTD Doc 14995·1 Filed 05/15/24 Page 57 of 103 

IN T H E UNITED STATE S BA KRUPTCY COURT 
FOR T HE DISTR ICT OF DEL AWARE 

In re: 

FTX TRADING LTD., e1 al.,1 

Debtors. 

Chapter 11 

Case No. 22-1 I 068 (JTD) 

(Jointly Administered) 

ll t'llrint 0 Jolt': Ma y 2J 20 2,t •I 1:00 p .m. ( t:11 
Objttlklll Ou dllnt': Apri l JO. l.Ol-4 

_ _ ____. DANIEL FRIEDBERG'S AMENDED FIRST SET OF 
INTERROGATORIES TO FTX TRADI G LTD AND ITS AFF ILIATED 

DEBTORS AND DEBTORS I POSSESS IO 

States Government , concerning investi gations by governmenta l authorities into 

Case 22-11068-JTD Doc 14995-1 Filed 05/15/24 Page 62 of 103 Binanc e ( includ ing Binance Hold ings Limited and its fonn er chief execu tive o fficer 

in both estabhshed and 

INT ERRO GATORIES violanons ofUmted States law Binancc 

INTERROGATORY NO. 1. REQ UEST FOR PROD UCTION 0. 3. 

form of the collateral name of the stock issue r, number of , hare, . date of pu rchase, Binance in con nection with the To kenized Swc k and Collateral Ag reement. as 

INTERROGATO RY NO. 2. 

Stale th~ market rnlue of the ; tock purchased by Bina ncc us ing the colla teral to 

CM-Equity AG . as of (i) the Petition Dat e, (ii) date of the filing of the pe tition for 

the Swiss Morat orium (as such ten n is defined in the Mo tion), and (iii) toda y. 

INTERROGATO RY NO. 3. 

Fx lam why it ,., reasonable to ay Bman ce more than the \'aluat, on of 1t, ,tock 

.purcha , ed as of the Pet1t1on Date . when all other creditors of the estate s are paid 

the value of their claim s as of the Petition Date . 

Case 22-11068-JTD Doc 14995-1 Filed 05/15/24 Paqe 48 of 103 
REQUEST FOR PROD UCTIO . ' . '0. 4. 

Document s sufficien t to ident ify the ,a lue aaoftbe Petition Date ofBinance 's stock 

then held in connection with the T oken ized Stock and Collatera l Ag reeme nt , as 

discussed in paragraph 11 of the Moti on. 

petition for the Swiss Mora torium (as such tem1 is defined in the Mot ion) , of 

Binancc·~ Mock m connection \\tth the Token1Led Stock and Collateral A 

as discussed in para graph 11 o f the Moti on. 

REQ UEST FOR PROD UCTIO ' ' 0. 6. 

of SS0,000,000 m CODDCClJOD wtth the FTX E Document s sufficient to identify the rn lue . a, of the date here of, of Binance ', s tock 

who made that determinat ion. para graph 11 of the Motion . 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzEwNzUzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzEwNzUzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzEwNzUzNA==&id2=-1


 
 

• The Arbitrated Cash Flows: Additional cross-border friction was highlighted by 
the "Tokenized Stocks Agreement" entered into on April 1, 2021, between 
Binance and CM-Equity. This arrangement ultimately resulted in a $65 million 
German arbitration claim filed by Binance against CM-Equity regarding 
unreturned collateral. 

 

• The Shell Exchange Funnel: Legal billing records and corporate structure 
diagrams indicate that these agreements were utilized as a conduit to transfer 
capital through elaborate shell companies like FTX Europe AG and West Realm 
Shires Inc.. This mechanism enabled the routing of digital assets globally while 
obscuring the fact that corresponding physical U.S. equity positions were never 
acquired or safely custodied. 

 

 

 

 

 

 

 

 

Case 22-11068-JTD Doc 11626-6 Filed 04/10/24 Page 5 of 7 

Colla teral Tra11sactio11s with CM-Equit y 

(formerly known as D1g1tal Ass.:ts DA AG) .:nt.:rcd 11110 that cenam I ramcwork Purchase 

Agreement Regardmg Collateral Contract, (the "Collateral Agreement") ursuant to which CM-

from bme to bmc to collatcrahze tokemzcd sloe 

s customers the "Co 

9. I und.:rstancl that, on April I, 2021. Bmance and CM-1·.quuy entered mto 

that cena m Agreement on the Purchase and Sale of I oken11ed Stock, (the " lnkeni7cd Stocks 

Agn;ement" and together with the Collateral Agreement, the "Toke111/ed Stock and Collateral 

Agreemcn1>"),.== uan="-' ;.;to'-w=b;.;1c;;;;bc.:B;;;;1;;;;nan= c;.;ea...;,ur;;;.;;c;.;bascd=;.;;.;c;,;e;.;rt;;;;am;;;;.1;;0;,:;k;;;;em= zed=.;;st;;oc=ks;;..:;;fr;,;o;,:;m;;..;;C;.;M;.;.•.=a.;;;;~ 

e Debtors an: not to the Tokemzed Stocks A emeot I lt111hcr untkr,ta ncl that Bmancc 

has 111111a1ecl arbitration 111 Germany for the return ofS65 million a amst CM-1·.quuy III n:,pect of 

collateral trnmfcm:d by 13mance to CM-Lqully pursuant to the I oke1111cd Stocks Agreement 
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https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA5NTU5Ng==&id2=-1


 
 

D. Synthetic Private Tokens, SPV Structures, and Corporate Equity 
Disclaimers 

Recent market Robinhood’s Vlad Tenev expansions into "Private Company Stock 
Tokens" (e.g., OpenAI, SpaceX) demonstrate how the identical synthetic derivative 
frameworks used to simulate public stocks are being deployed to capture private 
venture markets without primary corporate authorization. 

• The Special Purpose Vehicle (SPV) Mirage: Robinhood statements and media 
promotional streams detail the launch of unlisted private company stock tokens 
marketed directly to retail investors. Robinhood’s CEO Vlad Tenev claim that 
these tokens provide indirect exposure to highly restrictive private equity 
markets, stating that the offerings are backed and enabled via an internal 
ownership stake held by a specialized "special purpose vehicle" (SPV). 

• The Corporate Equity Repudiation: Elon Musks’ statements and direct 
communications from the underlying private entities completely contradict these 
tokenization claims. Official releases from the OpenAI’s Twitter explicitly confirm 
that these tokenized instruments represent 0% actual equity in the underlying 
company. Primary issuers have stated they never partnered with the platform, 
held zero involvement in the product architecture, and maintain strict bylaws 
requiring board-level approval for any transfer of equity—approvals that were 
never granted. 

• The Synthetic Derivative Reality: Under direct media questioning regarding the 
legitimacy of these "tokenized equities," executive leadership, including 
Robinhood’s CEO Vlad Tenev, admitted that the underlying instruments are not 
technically corporate equity but are instead cash-settled synthetic derivatives 
structured to track isolated private valuations. International regulatory watchdogs, 
including the Bank of Lithuania, have launched formal investigations demanding 
clarification regarding the true asset backing of these tokens, while primary 
technology founders have publicly stated that the tokenized equity is entirely 
"fake" and functions without direct ledger correlation to physical private shares. 

 

Case 22-11068-JTO Doc 292-1 Filed 12/22/22 Page 80 ol 174 

\nae.bro pie~ find We follO\\ Ill~ •tr,rttUteUb 

~\mendment and r orbearance Apee.ment between Br Lendmi. Bf ln1cni.a110113I and ,\ lamed.a 
• BF fo1bears C'<erc1sm~ rc1ncd1cs 111 rcrum for add111011al plcd@-C and payu1e1ns made per 
1hc payme:m schedule m E:<h1b1t 8 

2. Pie-dee A~eemcnt bc1\\tt11 BF Lendm~. Br ln1emat101ial. and Alameda 
a Plcdp:~ GBTC. 1 1 IIF .. and BIT\\' h.,rc, \ \'c.-need th e ~ umber of Shar es rilled in 
S<"he.dul e A 

3 Pledu A1t1ttment beJ\\tt:n Bf Lend.mi. Bf l11tcmat10tial and Emer,cm f 1dcl1t) Tcchnol~1cs 
Lrd (\\ ho we as!,muc holds 11000 shares please confimi) 

a Pll!'d,p:b 11000 hares \\ t nttd ~ otict inform :ui on on pagt 8. and th e nu mbe r or 
, barb in SchNlule .A 

Plc11~ note thal \\C arc 111 the procc~_., of ~11111~ up" b1olc1,~c 11cco1m1 10 r1ccep1 lh~ add111onnl 
colla1c-111t The Plcd~c Att1tt111e11t11 cou tcmpl:ttt d1a1 1hc jhar~ wdl ~ 1n111~fcrred 10 the accornll upon 
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Case 22·11068.JTD Doc 292-1 Filed 12/22/22 Page 87 or 174 

-5!18.327,1109 

38 1 810.'30 

409 405 732 (oome.,. more liquod than - eg GBTC less liquld) 
738358<187 
18()651 .817 

119 305,665 

117 635. 115 

66.712.670 

49 4 24,777 

2.662.632.502 

https://storage.courtlistener.com/recap/gov.uscourts.deb.188450/gov.uscourts.deb.188450.292.1.pdf
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"These tokens give retail investors indirect exposure to "These tokens give retail investors indirect exposure to 
private markets , opening up access, and are enabled by private market s, opening up access, and are enabled by 
Robinhood 's ownership stake in a special purpose Robinhood 's ownership stake in a special purpose 
vehicle." vehicle." 

OPENAI SAYS ROBINHOOD TOKENS 
ARE NOT EQUITY IN THE COMPANY 

--. indirect 
OpenAI Newsroom O @OpenAI Newsroom • 7/2/25 

These "OpenA I tokens " are not OpenAI equity. We did not partner with 
Robinhood, were not involved in this, and do not endorse it. Any 
transfer of OpenAI equity requires our approval-we did not approve 
any transfer. 

Please be careful. 

0649 t."lt6K . 13K 

¾.com 

Your "equity " is fake 

5:15 PM · 7/2/25 · 406K Views 

https://x.com/robinhoodapp/status/1939701274217460047?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://x.com/robinhoodapp/status/1939701274217460047?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://x.com/robinhoodapp/status/1939701274217460047?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://x.com/robinhoodapp/status/1939701274217460047?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://www.youtube.com/watch?v=Y5a71UQfMao
https://www.youtube.com/watch?v=Y5a71UQfMao
https://www.youtube.com/watch?v=Y5a71UQfMao
https://x.com/elonmusk/status/1940519798376730893?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ


 
 

 

 

 

 

BANK OF LITHUANIA ON ROBINHOOD 
0 FERINGS CAUSE CONCER N 

-. . . . . . . . . - ... . . 
... . . . . • • • • • • 

. . - . . . 

ROBINHOOD LAUNCHES TOKENISED EQUITIES 
IN COMPANIES LIKE OPENAI & SPACEX 

STRUCTURE OF THIS INSTRUMENT 

@0pu, ctp 
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The Pulse 

... _\ 

OPENAI ON ROBINHOOD'S STOCK TOKENS 

-. . . .. 

ROBINHOOD LAUNCHES TOKENISED EQUITIES 
IN COMPANIES LIKE OPENAI & SPACEX 

HOLDS OPENAI STO 

THESE ARE NO,T•1iEJ:HNl~:AL:l!Y EQUITY 

https://www.bloomberg.com/news/videos/2025-07-08/robinhood-ceo-tokenization-solves-liquidity-problem-video
https://www.bloomberg.com/news/videos/2025-07-08/robinhood-ceo-tokenization-solves-liquidity-problem-video
https://www.youtube.com/watch?v=el5uTcakllM
https://www.youtube.com/watch?v=el5uTcakllM
https://www.cnbc.com/video/2025/07/08/robinhood-ceo-defends-openai-stock-token-offering.html
https://www.cnbc.com/video/2025/07/08/robinhood-ceo-defends-openai-stock-token-offering.html
https://www.cnbc.com/video/2025/07/08/robinhood-ceo-defends-openai-stock-token-offering.html


 
 

VIII. Professional Conflicts, Cross-Border Evasion, 
and Banking Failures 

A. Structural Interlocking of Counsel and Professional Conflicts of 
Interest 

Forensic bankruptcy applications, internal communications, and billing disclosures 
expose a highly consolidated network of legal professionals concurrently advising 
debtor entities, primary creditors, and sovereign regulators. This legal integration 
facilitated the rapid reallocation of estate assets immediately prior to formal insolvency 
filings. 

The Sullivan & Cromwell / Quinn Emanuel Counsel Web 

Sworn declarations and conflict disclosure tables filed by John J. Ray III and 
restructuring professionals reveal that the exact same law firms handled the advisory 
work for polarized, structurally adversarial market participants: 

• Sullivan & Cromwell LLP (S&C): While serving as primary debtor counsel to 
the FTX Estate, formal disclosures under penalty of perjury show that S&C 
concurrently or historically maintained representation for critical counterparty 
blocks, including massive short-swap family offices, claimant hedge funds, and 
primary landing venues. S&C's client roster included SVB Financial Group 
(Silicon Valley Bank), First Republic Bank, Genesis Global Capital, LLC, BlockFi 
Lending LLC, Apollo Capital Opportunities Fund, and Deltec International Group. 
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22-10943-mew Doc 937-12 Filed 02/01/23 Entered 02/01/23 00:45:39 Exh1bn 12 • 
July 27 2022 E-mail Pg 2 of 3 

From: Dietd e rich, Andrew G.< d1etdericha@ sullcrom .com > 
Sent: Wedne sday, July 271 2022 2:36 PM 
To: Steinman , Gre&e <Gsteinman @mwe .com >; Azman, Darren <Dazman@mwe .com >; Wu, Mimi 
<wum@ sullcrom .com >; Gibbs, Chuck <Crg1bbs@mwe.com >; Zhu, Angela <zhua@ sullcrom.com >; LJust ina, Jessica 
<ljustinaj@ sullcrom .com >; Sun, Y1ming <sunyi@sullcrom .com > 

··---

Cc: Glueckste in, Brian D. <gluecksteinb@ sullcrom.com >; Eitel , Mitchell s.< Eitelm@ sullcrom.com >; Jensen , Christian P. 
< ensen c sullcrom .com > 
Subject : Voyager• 

22-1~-mew Doc 937-12 Filed 02/01/23 Entered 02/01/23 00:45:39 Exh1bn 12. 
Julv 27 2022 E-mail Pa 3 ol 3 

Tw o sma ller differences . First , d ifferent deal s may ha ve a different ab ility to "match " w hat the customers had . FTX has 
a bottomless sea of ordina ry crvpt ocurre ncv . but not sure we can match every currency . On the other hand , the estate 
ma y not have enoug h cryptocurrency to match the bas ics witho ut going out to bu y it . Not s ure ho w a ll that p lays out or 

ho w mater ia l. 

Bes t , 
Andy 

https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
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I, Andrew G. Dietderich, under penalty of perjt ir)1 declare as follows: 

I . I am admin ed to practice law in the Stare of New York and the Southern 

District of ew York . I am a pann er m the la\\" finn of Sulli, ·an & Cromwell LLP ("S&C" or 

the " Finn "). which maintain s an office at 125 Broad Street , New York, NY I 0004-2498 . On 

December 21, 2022 , I submin ed a declaration in suppon of the Debtors ' Application for an 

Order Authori: ing the Retention and Employment of Sullivan & Cromwell LLP as Counsel to the 

Debtors and Debrors-in-Possession Nunc Pro Tune to the Petition Date [D. I. 270] (the 

~ ii\ ~ 
;;:., 

.]~: 
··---

Case 22·11068-JTD Doc 8308·2 Filed 02129/24 Page 2 ot 3 
- ~E~n-,;-..,-. - Rt'hllionshi lo Debtor S&C R~ 

Ad I foe Commillc<.· (Non US Customers 
offTX.00111) _ Current Clii.'Tlt Rothschild & Co. 

ACX 
Flow Traders 
Galaxy l:>t~ital 
JC ~lowers 
NYDIG 

----- -~~:~~~e-'a:: ::~:: --1.., U~lt=in~u11c Parent is Current cfiCnt 
Current Clien t case 22·11068-JTD Doc 8308·2 Flied 02129/24 Page 3 ot 3 

%3 Sale Parties Curre nt Clien t 
-- ~3'"63c-Sac' le Panics 

------+- 3-63 &lie Parties 
_____ £ urrcnl Clien t [ n1icv Rcll 1ionshi11 lo Debtor S&C Rclalio n sbh > 

_ Curren! Client FANATICS HOLDlNGS. lNC. luvcsuuems/Acauisitions Current Client 
Name on File 
Rakulen 

· Robmhood 

------ -+ ·:cl6~3 Sale Parties 

~~~~ ::: ::~:: 
J:lli_inuue Parent i:, Cum-nt Client FTX VENTIJRE.S BAHAMAS LIMITED luvcsunc111s/Acauisi1ions Ultimate Parent is Current Clien1 

Current Client 
1

IJ'-,P~A~NjT~E~RA~~B;L;OC;~K~C~HA~~IN~G~P~L~LC~;==j j l~nv~cs~11~ne~n~1s/~A~c!n,u~i~si1~io~n~s ======= ::::j:t~;""':'ITC:'11"-'I . 
~ ---- ---i.;: 3-'!,63c-Sac' le Pan ics --+-~=:=:~c:.c::: ~::::-- ~~p~i.~~~TRJST COMPANY :~t:::::~::~~~:::::~:: ~!!J.!is~c:;;u~rrc~nii:1 ~cffi1iei~1I:1 ===1 
C11vcn)> Bank 

rir~t Rqmhlic flank 

SOI Clearing Trust 

Aru Fwkl lm·csum·nts PTE Ud. 
Name on File 
Name on File 

I Name on Ftlc 
~on File 
[ Eric Schwartz 

fTX PHILANTHROPY INC. I Galaxy Digital Holdings Limited 
Partners.hip (a/k/a Galaxy Dig1lal 

~

I l~sLtd .) 
-;h1, Inc 

obmhood Markets . Inc. 
D l Ulancwl Group 

OlackRoc k Inc 

llanks/l.cndcr1.ICC I .icn 
,-.Particsf-Admmi:,trativc Ai!.cnts ~ tmtalc Parent 1~ Current Cl1cu1 ,1 ~~~~~:;·L PARTNERS AG ~~:~~~~~;tsj~ons ~::::::::~ :~::: :: ~~:::: g::~: 
L llanks/Lcndcr/UC C Lien J Curren! Client :U~iiL~gAP ITAL OPPORTUN ITIES Other Significan1 Creditors Ultimate Parent is Current Cl ient 

7
Par1ies/Admmistrat1\·c~ i~-nts 
llanks/1..cnder/UCC Lien 
Partics/Admini!>trativc Au.cuts 
Claunam Ultimate Parent is Currcm Clicn1 JONDAL PARTNERS PTE LTD Other Silmifieaiu Creditors Uhima1c Parent is Current Client 
Custoim.'fS 

Customers 
Cus1oincrs 

_ Q. s toincrs 
Oircctor/Oniccr 

~a1ions 

lnk-reslcd Parties 

~:::~:~: ~:~;~~ :: ~=~: ~::;:~: ~;~~:r~!r~F~:HLO~s~iND Other Significaut Creditors Uh11nat.c Parent 1s Curren! Cile11t 
Ultimate Parent is Currcn1 Clicn1 RIPPLE LABS. INC. Other Sfo.nifica,u Creditors Current Clicn1 

_ .,1!hima1e Parent is Current Clicn1 Taxing 

-------+ ~~~ ::cci~::1TsCurren1Cli~nt..,U_S_Dc=p-an_n_"_'"_o_r_r,_c_as_ury ____ _,_1~,~~'~:_,_:_t_G_o_vc_m_n_ic_n1_,1_1R_,_gu_1,_,o_ry __ -+cc_u_m:_n_1_C_lic_n_1 ~~-~~---, 
Merril Lynch Vendors Ullimatc Parent is Current Client 

Curren! Clic.-:nt MPEG Live Vendors Ultimate Parent is Current Client 

Case 22·1106S•JTD Doc 8308-3 Filed 02129/24 Page 2 ot 2 

Enrit,, Rcla tion shin 10 Dcb 10r S&C Rcla1ionshin 
Name on File 163 Sale Panics Ultimate Parent is Fom1cr Client 
Docomo 363 Sale Panics Ultimate Parent is Fonner Client 
Enhanced Dil!ital 363 Sale Panics Fonner Client 

Sittre:<. Inc. 
Banks/Lendcr/lJCC Lien 

Fonner Client Panics/Administrative A~cnts 

Genesis Global Cagital LLC Banks/Lender/UCC Lien Ultimaic Parc111 is Fornier Clicnj - Panics-/Administrntivc-Ac.cntS-
Two Siwna Vcruures Ill Claimant Fonner Clicm 
Name on File Customers Uhimatc Parent is Fomlcr Client 
Ca111or Fi11gcrald Technology Markets l111crcs1cd Parties Ultimate Parent is Fonner Client LLC 
Clear Street Holdinos LLC l111crcstcd Panics Fonner Clic111 
Walton Entcrnriscs l111crcs1cd Parties ForrncrClicm 
Gram Thonuon Ordina.rv Course Professionals Fom1cr Clicm 
Dcltcc rmcmational Orono Scheduled Claima111 Fom,cr Client 
JEFFERIES FINANCIAL GROUP INC. UCC Professionals former Clicm 
TD Ameritrade ClearinJl. Inc. Vendors FonncrClicm 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA4MTM1NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA4MTM1NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA4MTM1NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA4MTM1NA==&id2=-1


 
 

• Quinn Emanuel Urquhart & Sullivan, LLP: Retained as special counsel to FTX 
Trading Ltd., Quinn Emanuel's conflict logs indicate simultaneous or prior 
representation of foundational market actors, including top creditor Changpeng 
Zhao (CEO of Binance), major venture funds like Sequoia Capital, and key 
infrastructure networks like Ripple Labs, Inc. and Aptos. 

 

 

Mes ... 

From : 
on behalf of 
Sent : 
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Buyback of FTX Stock from Blnance 
kltyU,20:U 

Sam Bankman•Fned (um@lftx.com) 
S.m Bankman-Frf~ <samttftx.com>(Hm@lttx..com) 
7/15/2021 U:10:16 PM 
Brooke Xue [broote. xue @tbtnance com) 

··---
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THE UNlTED STATES BANKRUPTCY COURT 

To: 
a:: Wwr.Jl-~i.MJ<-"•-llillw.,•h · Hon Na (hon.n&@binance.comLc.an Sun \csun@)fenwidr com); 

Helen Hai fhelen.h@lbinance.com1, danny ff)binance c.om; I wun U 

FOR THE DISTRICT OF DELAWARE 
Subject: 

(suQnJ,@'binance.com); O~nlel Fnedber& (dJn@t'ftx.com) 
Re: Bin.nee / FT)( dosinc funds flow memo 

In re: 

Please transfer 

1) 1,764,040 96088 BNB 
FTX TRADING LTD., e1 al .. 1 

Debtors. J 
Chapter I I 

Case No. 22-11068 (JTD) 

(Jomtly Administered) 

Rd .No. 280 

2) 500.000,000 BUSD. In addition lo all currently pending BUSD (roughly 571.250,000 00 as of wrrung) 

from: ema il is evergr""'1nur111ern° •t 1pnse @gma COin and UID is 94086678 

To address Is bnb136ns61fw4zs5hg4n85vdlhaad7hq5m4gtkgl23, memo Is 558635257 
SECOND SUPP LEME TAL DECLARAT ION OF \\ ILLIA\I A. BURCK Ii\ SU PPORT 

OF TH E DE BTORS " APPLI CATIO , FOR ENT RY OF AN ORDER AUTHORIZING 
THE RETENTIO N AND EMPLO~fENT OF QUlN ' EMANUEL URQUHA RT & 

S ULLI VA ', LLP AS SPEC IAL COUNSEL FOR T HE DEBTOR S AND DEBTOR S IN 
POSSESS ION. NUNC l'RO TUNC TO NOVEM BER 13, 2022 

please do these transfers ii and only if you promise to send both a scan and the hard copy of the 
necessary notarized document s to us in tho next hour . 

Sam Bankman-Fned 

uh.in & 

Sulll\an 11 P ("Quinn Emanuel"). ,pcc 1al coun.-..d 10 I IX I md1115 li d. and 1h allilmtcd dch1or; 

and di:htor-.. 111 1:x,,......:,,mn (collec1ivcly1 1hc "Debtors"). 

Case 22-11068-JTD Doc 11323-2 Filed 04/05/24 Paqe 2 of 4 

Name of E• lity Rrlatio •1bip N1me of Entit y and/or Qlliaa Emaa • el 
Seardttd t o Ot-bton Affili1tr or E• tity •••• K Rtbtioaslt ip 

Okn t 
Abu Dhabi luves1meo1 w1e=tcd Abu Dhabi lnvestme.ol CwTeot ClictJt 
C ounci I Cooipnoy Panic s entitles 
PJ .S.C 
Ahimete1 IovestlllClltsl A himeter F01·mer Client 

ACQt 11S11IOU 

Apt')( FitJ1ecl1 Solurioo• lllleres1·ed Apex Fmtecb Sok111ous Fonner Cbeul 
WC Parties lnc:. 

~ o,ber Apollo Capi1al C'unem Cheu\ 
S1,nific:au1 Opportuuilies fw d Lid 
Cml110rs 

Avalanche (Bvi), we. Other Avalanche (B>i"), Inc:. Former Chean 
Sil"" fic:aul 
Credi tors 

~ 
C'us1ou1crs 

~ 
Curreui Cheut 

Banks/ Dt1t~x. Inc. Curreul Cheu t 
l,e nders/UCC 
Lico Parties/ 

I Administrative 
A~euts 
ln vcshncu t:sf Dlackrock Inc: Cuneot Clictll 
ACQ11i.$i11ou 

Cant« fitz@crald Interested Ca olor Fit~enkl Fonne,-Clieul 
Technolnov Marl:<18 LLC Parnes Teclu,olo2v M.ul-elS LLC 

Olher Oli411gp..:11@ 7bao Cun~ll Cheu! 
Sipaficaut 
Crulilors 

Co nlrariau Flllds , LLC lnnstme o ts/ Coutrarian Capitd Fomlef'Clieut 
Acaui.sitiou l'Rrtna·s (if relalM1 

Docomo 363 Sales NITDoc:omo Quyeru Cheut 
Parties 

Fanatics Hot~. wc lo veshl.telllsl Fanatics Holduigs, Inc. Cum?1ll Cheu t 
Acm useoou 

11 IDI Global Speci•lly s. lnsllflUK < J IDI-Gerlrng. lnsuraoce Former Cheu l 
Co . if related 

Heruert S,rulb Freeiull.s Veudon l lcrbert Smilh Freeb1lls Cunmt Cheot - lnler<Slod Kl'l~lu bu: l·oruu . ..-Che nt 
Parties 

Gase 22-11068-JTD Dot 11323-2 Filed 04/05/24 Page 3 Of 4 
ri1 ame-or ~•tit y -•-•P l"'am~ •• ~•hty andfor 1v•-t:maa•t1 
S..rc~td 10Dtbton Aflllitiw or t:adty •••• iJ RtladM..ip 

Clirat 
u oya·, Am<nca, In< / lUSUrl ~ uoya·so , """"°" ironurr ._.,.,., 
Oeozl<y Syodocal< 

~ Wey MJ1.11a$('ult.'ut end Fotmft'"d1eo1 
Ba,ley 
Group 

MafU OC.K.., lDC aJUI i\12111 lD V'5 hUe.Uts/ Malnoa: . WC M.'.11 f\ J.al I I Fomrr Llteol 
AcqUISIIIOU 

N &OUll vsan. LLC I Cootr>ct l'laOllll U&U.I, LL C I t-ormer Lllelll 
Cou11ttt• 
Parties 

N•soaq 1,0, Sal<s 
.. _ 

I Fomi<r Chew 
Pa.rhcs 

",., ,v .,.,, ..... " .,.., I (._\utffll \ : IK"tlt 

Parties 
0 1•dc Amen ca. Inc Nohccof OrKkcu lilies Cw-reol Cheul 

Appc#:WCC 

=~ l'llto11aslmll' up l l'O t111t'rl lte11I 

Profossaonah 
t'tnetJtt ta$1 UlC IVlll<I' --"" ll.UJR:Dl\..lirut 

S1ft1Jificau1 
Cmli lors 

rn~"' ~ on tTICCW l lffU OU,CooopCIS I l"OflJICf' \.:UCUI 

KCpu Jap.,n N O -.uu 1'5 ~-~,as KC~US rnn.wtFUlelll ll.WTelll\.Umt 

KK Group 1frclaced 
Rejl\lSKk Landlords Regu, M IUUl~UICUI Cun-eDIChtlll 

Group, If relalffl 
KJPPl<- , UlC ~u..- KJPPl<La OS,m< I \...WffU I \.UCUI 

Sq9.11ficaut 
Crcdrlcn 

I ,~.,,,,,_... 1,u,~ &l<S 
Parties ~ ""'"'" lt"OIUJCl"\..UC'lll 

n=- --•~---mlerestco ............_.--.,uu MarKels. ux . I rOfUI« .._ ur.lll 

Pllrtl <S 

I Invahlleu tsl I .x"QlN>LI CAp1131 Cuneul ·LlmlJ 
A cqu i.,1llOU 

:SOCI08 1 n;uuOIOJUet A(l 1~-..- 1~ 1osrom I l"OIID« l. urn I 

S l[EDlliCUll 

Creditors 
IOle"'9't':d 1=" ...., 1 l uncOl l 11ml 

Parties 
Sol StoR5 \;:,QlallJI Vcnoon I :,01 :,olOrt'S (;:)()lalUI SJ>llces· I CWTeo1 Cheol 
Spaces-Sobaia l.llbs, Inc:.) Solana Labs. we.) 

GOVlRNMENT 
EXHIBIT 

3016 
22 c, en (lM) 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA5NDI3Mg==&id2=-1
https://x.com/zguz/status/1715093879911788824?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA5NDI3Mg==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA5NDI3Mg==&id2=-1


 
 

• The Cross-Border Asset Funnel: This multi-layered representation enabled 
platforms to shift unbacked naked short swap positions across international 
borders. Specifically, Alameda Research routed immense capital through its 
corporate accounts at Deltec Bank to systematically fund the creation of billions 
of dollars in Tether (USDT), leveraging synthetic valuations to back unsecured 
venture loan books. 

o Example of Shadow Banks approving Venture Investment Loans 
from Silvergate: 

“From November 2022 to January 2023, Silvergate, Lane, and Fraher misled 
investors in stating that Silvergate had an effective BSA/AML compliance 
program and conducted ongoing monitoring of its high-risk crypto customers, 
including FTX, in part to rebut public speculation that FTX had used its 
accounts at Silvergate to facilitate FTX’s misconduct. In reality, Silvergate’s 
automated transaction monitoring system failed to monitor more than $1 
trillion of transactions by its customers on the bank’s payments platform, the 
Silvergate Exchange Network” 

“Rather than coming clean to investors about serious deficiencies in its 
compliance programs in the wake of the collapse of FTX, one of Silvergate’s 
largest banking customers, they doubled down in a way that misled investors 
about the soundness of the programs. In fact, because of those deficiencies, 
Silvergate allegedly failed to detect nearly $9 billion in suspicious transfers 
among FTX and its related entities. Silvergate’s stock eventually cratered, 
wiping out billions in market value for investors.” 

o Example TerraLuna used as further Collateral for Crypto Backed 
Loans: 

“Terraform blockchain to settle transactions and about the stability of their 
crypto asset security, UST. The SEC also offered evidence at trial showing 
that, in May 2022, after UST depegged from the U.S. dollar, the price of UST 
and Terraform’s other tokens plummeted to close to zero. This wiped out $40 
billion in market value nearly overnight and caused devastating losses to 
countless investors, including numerous retail investors who believed 
defendants’ lies and poured their life savings into Terraform’s ecosystem.”  
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Internal Law Firm Infiltration and Pre-Petition Control 

The transition of control from exchange founders to restructuring firms was managed 
internally by former legal partners placed directly within corporate c-suites: 

• The Ryne Miller Nexus: Ryne Miller, who served as General Counsel of FTX 
US, was a literal partner at Sullivan & Cromwell immediately prior to his 
employment at the exchange. 

 

 

 

Case 22-11068-JTD Doc 510 Filed 01/17/23 Page 19 of 34 

S&C's Relati onship wi th Int ernal Lawve rs of th e Debtor s 

62 . Ryne M iller, the General Co unsel of FTX U . was a partner o f S&C 

from Janua ry 2019 through Jul y 2021 and an associate for several years before being elected 

partne r. Mr . Miller introduced S&C to WRS in connectio n wi th the LedgerX acqui sition and 

s upervi sed ce rtain o f S& C's work on non-bankrupt cy matte rs for WR S and its affiliate s pri or 

to the Petition Date. I un derstoo d that Mr. Mill er was the General Coun sel for the U.S. 

businesses , was based in the U.S . and report ed 10 Mr. Fri edb erg , who wa s the senior lega l 

offi ce r for the FTX group . I al so unde rstoo d that Mr. un was the General Co unse l of the 

businesses outside of th e U .S ., was based in The Bahamas and also reported to Mr. Friedberg. 

Ne ither Mr. Friedberg no r M r. Sun had any relatio nship with S&C. 

Case 22-11068-JTD Doc 510 Filed 01/17/23 Page 21 of 34 

S&C's Disint eres tedn ess 

72. S&C does not own any debt 01 equity ,cc1111t1e, of the Debtors . and does 

not hold any accounts on any of the Debtors' exchanges . None of the connec tions with the 

pa111es hsted on Schedule 2 or 3 o f the Ongmal DeclarntJon 1s dU'ectly related to the Debtors or 

111volves S&C adv1s1ng 011 a11y matter ad,crsc to the Debtoh • S&C does not hold or 1ep1csent 

an ,merest ad\'ehe to the Debto,- · estates . 

73. 

or dncc101s. S&C sent a fin11 wide email to confi un that 110 S&C attomcy or the11· spou,,c or 

othc1 close family mcmbc, me officers 01 bomd 111cmbc" of any o f the Dcb10,, 

74 . &C also sent a finn wide email to confinn that no S&C anorney 

(1) own; any debt 01 eq1nty sec1111tJe; of the Debto1> 01 theu affiliates . (11) holds auy account on 

the Debt01, · exchanges. and (iii) has a connection to auy o f the follow ing categories ofp a11ies­

in-int eres t: a current and fom1er duectors and o fficers of the Debtors. (b) holders o f 5% or 

more of the equity of any Debtor, (c) nou-Debtm aftilrnte, . (d) the j oint prov isional liquidat ors, 

(e) members o f the Official Committ ee o f Unsecured Creditors, or (f) signifi cant competitors 

of the Debtors. With respect to accounts on the Debtors ' exchanges, three S&C Attorneys 

stated that they opened accounts on FTX exchanges but did uot deposit any funds or transact. 
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Case 1:24-cv-206JBe<la;ll ~ ntllEi: $11terE"dBIHBlll!D,Doc~6' .lf24 Page 8 of 18 

25. S&C represen ted all of these groups simultaneously without 

prope r conflict waiver. S&C also represen ted Sam and Nishad personally. The 

lawyers in th is important bankrup tcy proceedi ng should be independen t and not have 

a his tory of represen ting all of the vario us groups and the principal s at one time. 

V. Discove ry of the Cus tom er De6c.it 

~ ii\ ~ 
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Case 1:24-cv-206JBe(X2.X1000€ll1illmtlldt !EfltereilaltffimltDoc~6f ilYl4 Page 9 of 18 
Sam, Gary. or Nishad , and did not think that I co uld proceed under such 

circumstances. 

32. I therefore tende red my resignatio n the following day. 

V I. Final Discu ss ion with Ryne Miller 

33. 

26. . ce rtain I-7'X person nel includ1n Sam concerned about the direction of the COIJlPanies. Thi, \l.ru, alter CL ol Binanc e had 

informed certai n executives in the Bahamas ot the ex i~tence of an 8 billion annou nced that he wa, abandoni 

c ,t me deficit with , • I to FTX lnt cmati 

27. The FfX Interna tional genera l counsel con tacted me by z.oom to 

inform me of this shocking deve lopmen t. 34. On that cal l. I first informed Mr. Miller that we had been 

28. Prior to this disclos ure. I had no idea of any customer defi cit. It co unseled by all ou r other law firms thar the bankruptcy filings of FrX Internatio nal 

was not my j ob as regulatory co unsel to conduct a customer proof of reserves: Group and the Alameda Group should occur outside the United Sta tes, and likely in 

indeed. I would ha ve no idea how to do this. I relied on the executives, the fmance Baham as or Europe . Thi s was in part beca use of the unneces sary ex pense of the US 

team. and the aud itors. and believed that the cus tomer assets were fully funded on a bankruptc y sys tem. the situs of the primary reg ulator, as well as the fact that credi tors 

I : I basis as advertised to the customers. o f the Ff X Internation al Group were outside the United States. amo ngst other legal 

29. 

R}ne Miller to inform him of the deYelopment. Mr Miller \I.as alread · aware of the 

de\elo_pment and said that he wa~ busJ con,_~ 1.....,.!!, 
fO\ide eme 

30. 

t ~--0\ er the cu,tome r deficit . 

I expla ined to Mr. Miller that he had to review his ethica l 

~1r. Miller told me that the bankruptcy filings ol F IX 

International GroupJ the Alameda Grou ll!ld the £-TX.US G had Ill be Ill the 

36. at 

ob ligatio ns before conti nuing to rcpresen l FrX.US under ~uch circums tances, and all un1il it wa, certain that there w.:rc in,uffic i.:nt asset, al FfX .L'S. Indeed . th.: IL'Ch 

soliciting financi ng under the circumstances might co nflict with his ethica l duties. team checked the 'Aallet, and had told the FTX lntemat1011al •eneral counsel at the 

He dismisse d my concerns and remained opti mistic abo ut helping Sam get future 

financ ing. 

31. I reviewed my ethica l ob ligation s that eve ning and felt that there 

was substantial risk that I would be used to furthe r additional fraud in co nnection Mill er ,t.ited that he needed to mclude n X.US as pan of the bankruptcy becau se 

with the additional investment effort s if I stayed on. In addition. I no longer trusted FTX .US had the ca~h to pay S&C ih retainer Withou t this retaine r from FrX.VS. 

Puge 7 of 17 Page 8 uf 17 
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Case 1:24-cv-20~ 100tililentnt !Elkereoort£1lIB!moe~014 Page 11 of 18 
...,....,-=--..._..-I told him that 11 wa~n·1 ro r tor Fl 'X.LS 10 ax tor the maner. I spoke 10 1he lawyer al Covington who infonned me 1hat he had received 

m,e~ ol the bankruP.tc of fTX International Grou or the Alameda GrouR, assurances from S&C 1ha1 lhey would fool his bill through indemnifica1ion. 

37. \1r. Miller informed me thal S&C wa, installing "S&C', guy" I<> 43. I a,kcd how much he would charge me for this personal 

run all the companies. :ii::=":l="i'l"it"ll'I'-=~==~=='=~=--~= representation and he said ii would likely be in the hundreds of thousands and under 

38. '"-""""'....,.....,::uo,_.-,,._,.,,........,....,....,....,..,,_.....,<><Z'"-"~.-.....,=-===-SI million bul thai I could resl assured thal he would gel the Deblors to pay because 

as well as 1he e~orb11an1 cosh ol the firm. Mr. the " lawyers are always paid first". 

Miller told me 1ha1 !here wa, over $200 million ca.,h in Led crX and 1ha1 he wa, 44. I was horrified of the thought that customer assets were being 

•oin, to ,end thc,c fund, tn S&C. and that hunkruplcy le al co,1, were therefore not used 10 frivolously pay lawyers al the bchesl of S&C. I did not hire this lawyer. 

a prohlc,11, 

39. 

he hun up 1he phone on me and terminated the call. 

VII. lnnppropriatc Conduct of S&C After Bankruptcy Filings 

anemp1ed to muul c me m an eflort 10 a~o1d me ra1smg_ issues adverse 10 S&C I 

think lhis is tolally inappropriale and I should be allowed 10 freely help law 

40. I have had several dis1urbing i111ernctions with S&C following enforcemern under 1hese circu111s1ances. 

the bankruptcy tiling. 46. In addition, from Bahamian regulators, I was told that S&C 

41. In my first call with :in S&C female partner who specialized in refuses 10 communicale wilh lhe Bahamas on rhis importanl marrer. This is 

while collar crime (I forget her name), I asked who S&C was represen1ing in 1his a11ribu1ed 10 lhe fac1 1ha1 the bankrup1cies of 1he FrX l111ema1ional Group and 1he 

marrer. Alameda Group should have been made in the Bahamas, and the Bahamas were the 

I s1ai1ed 10 explain 10 her thal 1here were unwaivable appropriale place of juri sdiclion. no1withs1anding Ihm S&C couldn'1 represen1 those 

contlicts considering 1he bankruptcy (as described above) between the en1i1ies. She groups in such a proceeding. 

told me that the conflict rules do not apply in lhe bankrup1cy conlcxt. I wa~ later 

told by other counsel that this was not correct. Th,, wu, a i..nuwm •I false ,1a1ement 

mal,.in • a false ,1:1tcmcn1 of foci or la" 

repre~en1a1io 

42. Then thm same S&C lawyer told me 1ha1 I should personally hi1 

a lawyer al the Coving1on law firm 1ha1 was represen1ing FrX personnel in this 

P<1ge 9 of 17 

VIII. Claims that lhe Debtors have aga ins t S&C 

47. The Debtors have al le:Jsl four significant claims againM S&C 

arising from their past work and also rclalcd to lhc bankruptcy. Under any 

reasonable reading. these potential claims arc sufficient lo di~qualify S&C from 

ac1ing as a l:iwyer al all for the Deb1ors in 1his proceeding. 

P<1ge 10 of 17 
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• Corporate Board Proliferation: Pre-petition records demonstrate that Miller 
systematically consolidated legal and administrative power across 100% owned 
subsidiaries, simultaneously holding equity or executive officer titles within West 
Realm Shires Services Inc., West Realm Shires Inc., Alameda Research LLC, 
FTX Lend Inc. (as Treasurer and Secretary), and the core tokenization vehicle 
Cottonwood Grove Ltd.. 
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case 22-11068-JTD Doc 2092 Filed 07/31/23 Page 45 of 45 
Debtor Name: FTX Lend Case Number : 22-11167 (JTD ) 

Statement of Financia l Affairs for Non-Indivi du als Filing for Bankruptcy 

SOFA Question 28: lis t the debtor 's officers, directors, managing members, general partners , members in control , controlling shareholders , or other people in 
control of the debtor at the time of the filing of this case . 

Name Address Position % Interest 

ADDRESS ON FILE Treasurer , Secre tary N/A 

Samuel Bankman-Fned ADDRESS ON FILE Director, President N/A 

Case 22-11068- JTD Doc 2305 Filed 08/31/23 Page 51 of 56 
lleblor Name: ~ Grow Lid ca .. N_. 22-11112 (JTO) 

St.tement of Finonc10I Affa irs for NOJMndividuals Fihng for Bankrupt cy 

SOFA Question 13: Transfers nol llrNC!y lilted on 1h11 atatlfflent 

Creditor Name and Address Dncrlptlon of Property lttlationsh lp to Debtor Date Amount 

I 
-llylw Gran! on Enhange Generl!Co ...... 09127/2021 j 1 000 000 Lod<ed_~ 
ADDRESS ON FILE _..,... 
ADDRESS ON FILE 

~ 

~-
--

-- -Grant on Elcchenge General Counsel o,/27/2021 

Case 22-11068-JTD Doc 450-1 Flied 01/09/23 Page 17 of 65 

EXHI BIT B 

FTX Tra d ing Equi t) Holder s List 

Case 22-11068-JTD Doc 450-1 Filed 01109/23 Page 34 of 65 

Common Common(CS) 

Prtforrtd series 8-1 Preforrtd (P81I 

~1.000 .000 Locl<ed_~ 

lf,; 

19 

case 22-11068- JTD Doc 2401 Filed 08/31/23 Page 53 of 59 

Debtor Name: West Realm Shires Inc. Case Number. 22-11183 (JTD) 

Stat ement of Finan cial Affairs for Non~nd lvl dual s FIiing for Bankruptcy 

SOFA Qu esti on 13: Transfers not already listed on this statemen t 

Credit or Name and Addre ss Desc ripti on of Prop erty Relati onship to Debtor Date Amount 

~~";' R~ ON FILE 
Equity General Coun .. 1 10/27/2021 JITY _STRIKE-0 .33_EXPIRE-2030 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ1MzI1NQ==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4MjY5NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQzNzE2Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjQ4NDU5NA==&id2=-1


 
 

• Regulatory Interventions and Misrepresentations: On August 10, 2022, Miller 
and S&C partners jointly answered policy questions from the Commodity Futures 
Trading Commission (CFTC). They explicitly declared that Alameda Research 
acted as a primary liquidity backstop providing over-the-counter "convert" 
(crypto-to-fiat) functionality, while assuring the Commission that internal access 
controls completely insulated sensitive data networks from affiliates. 

 

 

Case 1:22-cr-00673-LAK Document 407-39 Filed 02/27/24 Page 9 of 20 

2. When it may be more difficult for customers to add margin 
during off-business hours , because of when funds from 
traditional US banks typically clear (e .g ., not during the 
weekend) . 

24x7 Collatera l Transfer Mechan isms 

Instant bank transfer networks : FTX will continue to support 
instant bank transfer networks such as Silvergate Exchange 
Network and Signature Bank 's Signet , which permit 24xi 
transfer of full settled US dollar funds 

2. What are the relationships between the current BLPs and FTX? 
1. What steps have been taken to minimize/e liminate conflict 

of interest concerns? 

LedgerPrime is both a wholly owned subsidiary of the parent 
company of LedgerX LLC (dba FTX US Derivatives) , and a 
Backstop Liquidity Provider . Compliance manual section 
10.3 addresses LedgerPrime Conflict of Interest Mitigation . 
Among other things, those provisions prohibit LedgerX 
employees from providing LedgerPrime with access to 
matenal , non-public information . It also requires such 
information to be stored in a manner that renders it 
inaccessible to LedgerPrime . Moreover , DCM Rule 2.5 
discloses that LedgerPrime is a wholly -owned subsidiary of 
the parent company of LedgerX , and that "LedgerPnme does 
not receive any preferential pncing from the Company and 
does not have an inherent advantage over any other 
Part1c1pant with respect to latency or Order execution 
speed • It further states that "LedgerPnme traders are 
subject to the same access cntena and must abide by the 
same rules as all other Participants .· 

~ ii\ ~ 
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FTX so lves weak customer protect ions on trad it ional 
platforms, which offer crypto products with dangerous 
auto-margin calls, which can lead to unlimited loss 

Retail traders on tradibonal platforms offering crypto derivatives 
products may face margin calls, whereby risk positions remain 
open and accumulate potentially unlimited losses , including du ring 

overnight hours , when traditiona l derivatives markets remain closed 
but underlying prices of crypto continue to move . 

FTX 's model dispenses with this practice in favo r of requiring more 
margin from users , so that under -margining events are more rare , 
given the same level of price movement. 

While on-market de -risking orders may be inconvenient for some 
institutional traders in traditional markets , they are the only safe 
approach to use on platforms with large amounts of retail traders 

In fact , the danger of allowing risk positions to remain open (by 
allowing for margin calls ) is so great that both regu lators and 
industry are moving away from the margin call system for retail 
traders . For example . lrteractive Brokers has long disallowed 
margin calls . 

case 1:22-cr-00673·LAK Document 407-39 Filed 02/27/24 Page 16 of 20 

in the holding compa ny of FTX .com . AR 1s one amongst 
many other profess ional trading participants transacting on 
both FTX International and FTX US In both instances AR 
has no preferential fee structures or special or unique 
access to the exchange , to exchange data , or to any other 
feature of either exchange . versus that which is available to 
any other professional trading participan t (e.g ., AR does 
have access to the fee schedule tiers available to any user 
that meets the relevant requirements) . Similar to any ot her 
professional trad ing participant , AR may participate in FTX 
US 's borrow -lend book as well as the FTX US letter of credit 
program , and AR may participate in similar programs on 
FTX .com . AR also provides liquidity through the 
over -the -counter and "convert • (i.e ., crypto to USD) 
functionality on the FTX crypto exchanges . 

AR does not currently trade on FTX , but FTX expects that 
AR will be one of the Primary BLPs on FTX fo llowing 
approval of our forthcoming amended application to revise 
our DCO registration order . Alameda Research LLC ("AR") is not owned by any FTX 

entity, but is majority owned by Sam Bankman -Fried in his 
personal capacity (although he is not involved in the FTX technology is segmented from technology used by 
day-to-day activities of AR, does not offer trading affiliates , including any affi liates who may be BLPs , using 
suggestions , advice, or have control over AR 's trading industry standard access contro l technology . In addition , FTX 
activities) . AR also holds approximately 1 % of the interests communication channels with sensitive information (such as 

FTX-CFTc. 0000004889 Slack channels and email) are not shared wit h affi liates , 
SONY os ooss1ao2 including affiliates that may be BLPs . 

------------------~-~~--~ 

https://storage.courtlistener.com/recap/gov.uscourts.nysd.590940/gov.uscourts.nysd.590940.407.39.pdf


 
 

The $4 Million SullCrom Transfer and the Executive Coup 

Internal, time-stamped messaging logs extracted by federal investigators document that 
the execution of the bankruptcy filings was characterized by an aggressive, non-
cooperative transfer of operational authority: 

• The November 8th Mandate: At 10:23 PM on November 8, 2022, Ryne Miller 
bypassed existing executive structures, messaging the small group chat: "I need 
to wire SullCrom $4M to make sure we are all represented through this... From 
FTX.com cash. Who can do it? I'm in charge now." Subsequent testimony from 
executive insiders like Ryan Salame confirmed that while inside lawyers like Dan 
Friedberg and Can Sun structured prior loans, Miller took absolute operational 
command on November 8th, issuing unilateral directives to wire millions out of 
international customer cash pools. 

 

14) I will end this section with a screenshot of a message Mr. Miller sent to much of FTX's 
leadership at 10:23 pm on November 8th, 2022: 

a) 

I need to wire SullCrom $4M to make sure we 
are all represented through this. And we 
preserve any value that is left. Tomorrow. From 
FTX.com cash. 

Who can do it? 

(I I'm in charge now. 

b) Needless to say, Sullivan & Cromwell has not made sure that we are all 
represented through this. They have, however, done a good job of making sure 
they were wired $4M. 

i) I believe that the current Chapter 11 team has significantly overstepped its mandate . 
a) Numerous entities were improperly placed in Chapter 11 proceed ings by the 

Chapter 11 team, either because : 
i) John Ray was not the CEO of the entities ; 
ii) they were not owned by FTX. FTX US, or Alameda Research to begin 

with ; 
iii) they are subject to other global insolvency processes that preceded and 

thus supersede the Chapter 11 process ; or 
iv) they were not filed properly 

b) This includes entities that I bel ieve own the vast majority of customer laccounts of 
FTX International , and oversee the vast majority of customer assets . 

5) Claims that I have billions of dollars stashed away personally 
a) I'm aware of a bank account which , as best I can remember , has roughly $100k 

in it. While I have taken loans out of Alameda in my own name , those were not 
generally used for personal consumption or savings ; most were used to invest in 
the business . I bel ieve that they were taken out of Alameda 's trading profits , 
which I believe were in the billions of dollars prior to 2022 . I was not involved in 
the structuring of any of these loans. They were handled by inside and outside 
counsel. 

8) When John Ray became CEO of FTX US on November 10th, 2022, FTX US was still 
operational , and still processing customer withdrawals . I intended and expected for 
withdrawals to remain open , making all customers whole . I am surprised that did not 
happen . 
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'i ;;, from ratiney " 
V 

ah thx @Caroline Ellison , .;, •".' <O 

'i .,. He's getting fairly aggressive 
~ 

Ryan this doesn't all get solved. Sadly. 

0 Turn off your notifications. 

(I We're dealing with it 

I need to wire SullCrom S4M to make 
sure we are all represented through 
this. And we preserve any value that is 
left. Tomorrow. From FTX.com cash. 

Who can do it? 

I'm in charge now. 

Can has resi ned It is understandab le 
;md hf' is frf'f'. I will do f'vf'rything I c;:in 
to be an advocate for us. 

https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.407.34.pdf
https://www.forbes.com/sites/stevenehrlich/2022/12/13/exclusive-transcript-the-full-testimony-sbf-planned-to-give-to-congress/


 
 
 

• The Coerced Signature Disconnect: On November 10, 2022, S&C partner 
Andrew Dietderich pressured the founding team for signatures, emailing Sam 
Bankman-Fried: "We have done the work we can without Sam's signature. If 
Sam is not going to sign the instruction appointing Ray tonight, we will send 
people home and regroup." 

 

 

Case 1:22-cr-00673-LAK Document 407-34 Filed 02/27/24 Page 8 of 45 
From: Rync Miller <w~ !!! fix us> 
D• lc: Wcdncsdny, Nov 09, 2022 n1 10:14 PM 
To: Dic1dcrich. Andrew G. <d1c1dcricho11 sulkrgm com>, Joe Bnnkmon <.i2rl1n1Jkmruw1 n, u? . Joe Bnnkmon 
~ Jnlm~'U!.i!!!.9.!lcom> 
Cc: Eitel, Mitchell S. <Enclm•tt sullcrom com>. Gluccks1cin. Brinn D. <&!J,c-cl<1cmb~1 sullcrQm c9m>. 
som(a fi.'<.com <sam .. :g,.!h: com>. uExt•som <~ ft.'< us> 
Subjccr: IEXTERNALI Re: Prcpnm1ion s1cps 

Adding in Joe Bankman as well. 

Joe - apprccia1c your looking al below. 

Sam and Rync, 

I kno w company focused on rescue ahema1ivc s al thi s lime and we arc here 10 help 
support lhat however we can . On the safet y net , there is a short list we need your deci sion 
on to keep making progress and have the option ready in case you need it . Even if we go 
full speed , it usually takes two weeks to be ready in an organized manne r. We have that 
process underwa y but think it's important to do a few more thing s: 

I . ldcnttfy someone at FTX.com that can be our point person for information requests . Is 
that Rync o r is Rync only in US? There is a 101 of information to get read y to pay 
employee s clc. withou t disruption upon filing . 

~ ii \ ~ 
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EMAIL · NOV 10, 21:20 
FROM: RYNE MILLER 

https / /Www ft.com/contenl/6e912125- 11 b7,4b19-b370-0071bc867246 

TO SAM BANKMAN-FRIEO 

m 11eed this sig11edi1SAP. Let me kllow. 

EMAIL - NOV 10, 2236 
FROM: ZACH OEXTER 
TO: SAM BANKMAN-FRIEO 

Sam this is an excellent pick a11d I wholeheartedly hope you sig11 this tonight. The 

fasterJolm is i11 place, tliefaster the compa11y 0011 resolve issues that require urgent 

progress. 11,ose of us remai11ing ca11 help you sig11ificantly if you sig11 to11ight. 

Bankman-Fried's lawyers haggled over the choice of Ray and the selection of new 

directors for the company in bankruptcy. TI1ey questioned whether filing for bankruptcy 

in the US would expose Bankman -Friecl to more scrutiny from American law 

enforcement, Dietderich later said in court filings. He said he told Bankman-Fried 's 

counsel that the worries about his own interest were "inappropriate." Meanwhile, Miller 

continued to press. 

NOV 10. 2148 

Ryne Mill er to SBF: Hello sir - I sent you the doc as DocuSig11. I would super 

appreciate your signing it. Thank you agai11for getting this piece done. 

R,yne Miller to Sam Bankman -Fried: MISSED CALL 22:14 

NOV 10. 22 36 

R,yne Miller to SBF: Hi there - a gentle ping to see if you could sign the DocuSign l 

sent. Happy to discuss it with you if helpful. Thanks again. 
MAIL - NOV 10, 22:36 

FROM: ANOY DIETDERICH 
TO: SAM BANKMAN·FRIED 

Can we please haue an update? We haue many people in NY and Delaware 

waiting to proceed. We haue done the work we can without Sam's signature. 
If Sam is not going to sign the instn1ction appointing Ray tonight, we will 

send people home and regroup in the morning. Australia has commenced 

uoluntary proceedings and we can expect more shortly. If Sam is signing 
2. Appoint Alvarez & Marse! to help us on the accounting s ide for case prep . They work 
on an hourly basis and take a retainer . tati lo si •n ti you 
an.~ o kl1y. relatiuely promptly, we can stay around. Please let us know promptly if we 

ssF GOOGLE sw 00899258 should continue to wait. Andy 

Case 1:22-cr-00673-LAK Document 407-34 Filed 02/27/24 Page 19 of 45 

Messages in chron ologi cal order (limes are shown in GMT +00:00) 

[;;:I mpdm-zach- nishadsingh- zx.gary- brian225-- ryne-1 

ZCl 

ZCl 

l.a e h De xter 11.'H'2'l22 120PM 

Nfshad, Gary • I extremet,, strongly recommend 10 you that you convince SBF to re-enable Ryne's poshng ebtllty we are 
not all going 10 agree on what IO do but th&re is an ob1ec1,vety correct way and an objectlV&ly lncorrecl way 10 conducl 
operations at lh1s poini Ryne has leid out the objectrvely correcl way you guys need lo convince SBF to let Ryne 
continue to do thal 

Z..c h O.xto r 11110/202 2 1 20 PM 

what you guys do now is extremefy mportant 

Zach Dexter 11/10.'2022 323PM 

@Gary Waog I c1on, know where Nishad is If ther e is ever a time in your hfe where you need lo stand up and tel l 
tomeone to stop tucking eround , it's now 

Zac h D01ttor 11!1,l."2022 3 24 PM 

tell Sam lo appoinl a Wind-down manager as Ryne has mslrucied 

CONFIOENTIAL TREATMENT REQUESTED BY FTX FTX_000287073 
SDNY_02_00.11771 

Case 1:22-cr--00673-t..AK OOCument 407-34 Filed 02/27124 Page l2 ol 45 

Fran: Ryne Mille, <ryne@fb< us> 
S ubject: Re: URGENT· FTX Aus1ralia • Cryp10-Asse1s 1434982) 1PA-A.FID1016001) 
Sent Thursday, November 10, 2022 2:37:23 PM 
Cc: Sam Bankman-Fried <sam@fb<.com>, "lim@fb<.com" <lim@ftx.com>. Steven Pettigrove 
<spe11igrove@plperalderman.com.au> 
To: Michael Baclna <MBaclna@piperalderman.com au> 

Thank you. I am FTX US General Counsel. I am advising 1he founding team 1ha1 1he exchanges 
mus1 be halted immcdia1cly. The founding 1cam is no1 currently in a coopcra1ivc posture. II 

Cr•i.rn,, di ind I i:n,\ 11.: 1r4: d• 1,111 1 1 

Rync Miller 

FTX US 
General Counsel 
n. rn;fii.Jl1u•~ 
(405) 517 7570 

<URGENT Lener to SBF re FTX Australia.pd!'> 

1 ("'ull1,a•l& 

SBF _GOOGLE_SW_008999<8 

https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.407.34.pdf
https://www.ft.com/content/6e912f25-f1b7-4b19-b370-007fbc867246
https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.407.34.pdf


 
 
 

• The Forgery and Solvency Contradiction: While the restructuring team filed an 
"Omnibus Corporate Authority" dated November 10th granting John J. Ray III 
plenary authority, contemporaneous Signal logs from November 11th reveal that 
Miller was still actively trying to push unexecuted documents to Bankman-Fried. 
Bankman-Fried publicly declared that the exchange's domestic arm, FTX US, 
was entirely solvent with hundreds of millions in excess cash balances, stating in 
recorded media interviews that he was "sort of coerced" into signing over 
complete corporate control to S&C's designated management team under 
intense legal duress. 

 

 

 

 

 

.._ .,. ""~~--moee~ •t 4flletl CEM!(ll01/2CJla~e ll'l(Jll ?4! 2 
Onuubus Corporate Au01on1y 

I. Samuel BenJonun Bnnkman•Fned, a, co1111oll111~ O\\IICI dm:L·lo1 oflicc1 11mnauc1 01 
other ;111tho111erl peP\OII \\llh re,,>lx-t to We,1 Realm Shue, Inc Pnpe1 Bnci Inc ll1lhop 
Technolo~~ St!'ntc~._ 1_1 ( C'cd;u G10,e Tcch11olo1-t1e, Sc1,1cc, I tel rTX Trnd111!! I tel 
\lmnt.~la Re-.carcl1 I IC nnd Chtion Ba~ In,c,1111c11h I IC (the "Top Compamc, ). 1111d all of 

then d11ec1ly nml mchrcctl) O\\ nt."<I ,11b,1drn11e, (lo~c1hc1 \\ nh the I op Compmue, . the ··1·1x 

Cir.9up'·). hl·rcby a111honLc 111,1mc1 nnd co11,cn1 to the lollowm!l, COTJ><>Tnh.· acuon, "uh 1e:,pcc1 to 
all mcm~r, of 1hc r IX Group 

(1) 1he appon11111e111 of Jolu, J. Ra) Ill (the --cEO .. ) a, Cluef Executive Officer wnh 
plc11a1J itutho11I) 10 cxc1c1w all 1>0wc1, ancl .1111hor11~ capahlc of c:lclc!,fallo1110 an oflicc1 1111dc1 
applicable: law mcludm~ \\llhonl l111111atm11111 co1111Cl'llo11 ,,1th a ,·ohm1an filme. fo1 J>1oll•c11011 
hom c1t!"chloh u11dc1 I Ille 11 ol the l 'mtec:I Suuc, Code cmd ,u1, u:,1111c1111rnp; and HhOh('l1C~ ~ 
rclnted p1oceed111,z. that umy be app1op11nte 01 uece'-,n~· 01 mn\" be commenced by 1h11d p:u11e,. 
\\Ith re,1>ect lo all membef' of1hc rrx G1011p 

(ii ) the exec uti on and deh\'ery of nny attree ments. docu menls or mstnuncnr s the CEO 
dctennme-s 10 be nppropn nre m connection w 11h the foregomp:: 

(iii) the retention of counsel ond other adv1sor,;, and 1he execu1ton and delivery of any 
B[t(ecments. documents or mstrume.nts m com1ect1on w1th the forel!OlD{t, 

(1v) the appo1111111cn1 of tepbcn Neal (1f,\l llmg to serve) as Chairman oftbc Board. 10 the 
extem n1Jphcablc law pe11m1S me 10 so dcs1g11a1c bun os such. and one 10 Oirce oOier mdtvtduals chosen 
by the CEO and 1101 affihated with me or the CEO as new dm,ctors of l7"X Tradmg Ltd . . 

(v) the appouumel11 of Stephen Neal (1f w1U111g 10 sen-.,) as C1uunuao of the Board. lo the 
extent applicable law pennils n~ 10 so des1ltn:1tc him as such. and one to three other mdJV1duals chosen 
by 1he CEO •nd 1101 •ffihated wtth me or 1he CEO •s new director,; of Alameda Research Ltd • 

(n) 1hc appomuncnt ofS1ephcn Neal (ifwtllmg 10 serve) as Cbrunuau of the Board. 10 the 
e!l:ICIII applicable law pcnni1s me 10 so des1gua1e him as such. and 011e 10 1hree other 111d1\ 1duals 
chosen by 1lte CEO and 1101 nffiha1ed w1d1 me or 1hc CEO as new d1rec1ors o fW es1 Realm Slures 
Inc . . 

('1i) if the CEO shall so deternune . 1he appo1111me111 of one or more 1t1dt\·1dunls chosen 
by 1he CEO and not affihn1ed ,_,,h me as dtrect or of other member,, of the FTX Group. 

(1v) the petfo nn ance of •ny and all such ac1s as are reaso nable. ad, ,sable . ..-xped1e111. 
convemem. proper or necessary 10 effect the fore11om1.1-. 

It IS my wish lltnl the CEO consult \\11h my counsel at Paul. Weiss . Rtfland , Whru1on & 
Gan ,son LLP "it h respect 10 the foregomg d irecto, appom1me111s 

Date No\"cmbc1 10. 20:!2 
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SIGNAL • NOV 11. 02:50 https:Jiwww.ftcom/content/6e9t2125-f1b7-4b19-b370-007fbc867246 

Ryne Miller: @SBF fi·esh doc sent, per instructions from your counsel. 

Thanks. Let me know 
Case 1:22-cr-00673-LAK Document 247-2 Filed 09/01/23 Page 2 of 2 

Messages in chro nologica l order (limes are shown in GMT +00:00) 

{;;J D0493KXP GRE 

20 Zach0u:t•r 11/11/2022 . 333AM 

Mich~ . we're t,ylng to get Sam to sign a control agreement thal will empower a restructunng professional lO 
1mmed111ely make a senes of entleal decisions Without me delay s and disengagemen t Sam has been providing us 

20 Zach 0ext., 11111:2022. 35 AM 

those dect:Sk>ns Include the appropn11e/best ac110ns on FTXUS • need IOmeOnl WhO can consult with counsel lo qUlckty 
wind down a<:tMty there in the mos t eppropnale way for customers • au Sam needs to do II llgn he's been unabfe to 
rel1nqu1sh control or approv e I delegate authority lo approve matenal decisions . I hope we're ab9e to croH Iha! bnclge 
tonight 

MC' 

ZD 

Michael GIies 1111112022 44A \C 

Sounds like the righl approach to me W e are k, contact with aff of oor own regu lators dalty and it's hard to naviga te 
without direehon and ability to make btg decJStOns We are currcnUy focused on asalabng with the off boarding of 
FTXCM cuttomtr1 end ensunng lhey can hqutdate and ~Ive lheu funds ( likely frOm Embed Cleanng dlrectty) 

Zach Outer 1111112022 56A\C 

I'm on the phon e with Sam's personal lawyers at Paul Wei:ss essentially yelhng at !hem about how the lnlemal ledger 
doNni wortl. but ff S.m 1ulhor1ZN an execulMi authonty, lhat pef$00 wtU have the capacity to make UJrt dee.l$KIOS we 
absolutely mus t make to bring in people who can help us fix this 

CONFIDENTIAL TREATMENT REQUESTED BY FTX fTl\..000287243 
s0NY _o2_00..11s-11 

My first 1ntcrv1cw with SJm HJnkmJn f r1cd 

Sam Bankman-Fried on FTX US' solvency 
& filing for Chapter 11 bankruptcy. 

1111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111 

• • I • ~ 

sort of uh coerced to doing it but I 
should have Just said no 

V1f WCh;Jpl('I 

omo o .. 

https://youtu.be/6DezodR9hNI?si=MvRhKxjXIJ717mwn&t=604
https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.247.2.pdf
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA4ODMwOA==&id2=-1
https://www.ft.com/content/6e912f25-f1b7-4b19-b370-007fbc867246


 
 

• The Sovereign Jurisdictional Conflict: This internal coup directly interfered 
with international regulatory enforcement. When Christina Rolle of the Securities 
Commission of The Bahamas (SCB) directed the immediate transfer of assets to 
a protected sovereign custodian wallet to preserve creditor interests, Miller 
aggressively intervened. He ordered a total halt on all data transfers and site 
functionality, stating that no funds subject to the U.S. bankruptcy estate could be 
transferred to Bahamian jurisdiction, effectively locking down Robinhood equity 
shares and international customer assets within the S&C-controlled Chapter 11 
framework. 
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Clrotnt Elison 
YtiUifdlf 

hm d loolS rrr, ilCCOlllt on Ymless Table lpass got SJspended ""chance I COUKl get that 
CE reenabled? 

Tm Wison 

Can someone please confi/111 that 
tracing on exenanges iS ti.med off? I 
JUSt saw a message on s~ suggest,ng 

that people v.~estl tracing CHZ. 11s I'll 

I :tl'ISgetseot? Mtamus 

l 0on, tlWlk so 1.21PII 

San llrimln·fntd 

7NPII 

The se&-<:hnstm RIICHS dnc1rlg us to transfer the assets to a custodian r, tiler name; they 

\ say "v.1 a,e doog so 10 protect the 111teres1 of cred tors a!ld dents of FTX (),gital Markets and 
sa other enbties that rrqit be comlfingled". We are bef'l9 directed to do so u, PII 

w ~ ... 

GOVEANlo!IEHT 
EXHIIIT 

,4] 

.'..IC• Ctl 11.A~ 

(JI Q V 

ms Is a signi(icanl quesliOn of who owns the assets. FOM does rm. We wl need to 11M I 

ciscusslon with her nl SIICr0m. 7 lS P11 fO 

··---



 
 

B. Capital Control Evasion via "KYC Farming" and Chinese Exchange 
Funnels 

Extracted media testimony, insider communications, and regulatory disclosures reveal 
that a primary mechanism for driving large-scale capital into the digital asset ecosystem 
relied on the systematic circumvention of sovereign capital controls through illicit peer-
to-peer verification networks. 

• The Sovereign Capital Flight: High-net-worth individuals seeking to extract 
massive volumes of capital from strict control jurisdictions, such as mainland 
China, were blocked from traditional interbank networks due to restrictive 
domestic outbound limits. To bypass these barriers, actors engaged specialized 
"KYC farmers" to construct dummy authentication profiles. 

• The Mechanics of KYC Farming: "KYC farming" involves the collection and 
utilization of third-party identities to open hundreds of secondary, straw-buyer 
bank accounts and corresponding exchange profiles. In practice, a single 
coordinator would manage 50 to 100 distinct bank accounts under falsified or 
rented credentials. 

• The Peer-to-Peer Funnel: Wealthy capital holders distributed large fiat sums 
incrementally across these networks of surrogate accounts. The KYC farmers 
then funneled the split cash tranches directly into international cryptocurrency 
exchanges—specifically targeting specialized accounts operating in China under 
Huobi (HBY) and OKX. 

• The Institutional Liquidity Destination: These highly fragmented, peer-to-peer 
cash flows were ultimately consolidated to provide the core trading liquidity 
utilized by institutional market makers. Post-collapse testimonies from exchange 
executives, such as Ryan Salame, explicitly document that the digital assets 
driving Alameda Research's high-volume trading desks were predominantly 
derived from funds borrowed directly against these exact Genesis trading 
accounts and Chinese exchange deposit funnels. 

C. Automated Stablecoin Default Conversions and Third-Party DCE 
Deflection 

Corporate service schedules and internal platform terms show that international crypto 
exchanges utilized structural architecture to systematically deflect local banking 
compliance obligations while automatically replacing customer fiat balances with 
unbacked stablecoins. 

• The Automated Conversion Default: As detailed in updated corporate user 
agreements (such as the September 18, 2022, Service Schedule for Australian 
Users), exchanges implemented an automated fiat-to-stablecoin default loop. 
When a retail customer deposited local fiat currency into the platform, the funds 
were routed away from standard deposit accounts and automatically converted 
into stablecoins by default. 
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• The Balance Sheet Ledger Disconnect: Under this structure, international 
entities like FTX Trading did not hold actual cash or E-Money balances for 
standard accounts. Any account balances displayed to users on the application 
interface in traditional fiat denominations were completely synthetic ledger entries 
provided strictly for "convenience". The actual underlying value was entirely held 
in stablecoins, such as Circle's USDC. 

• The Third-Party DCE Provider Shield: To shield the primary exchange entities 
from regional licensing liabilities, corporate covenants dictated that all fiat-to-
digital asset conversions were legally processed by detached, third-party Digital 
Currency Exchange (DCE) providers. Users were forced to explicitly agree that 
they were not placing conversion orders with the primary exchange (e.g., FTX 
Trading or FTX Australia), effectively allowing the platform to operate macro-
scale fiat clearing rails while denying any direct involvement in money 
transmission or domestic banking activities. 

D. Internal Structuring, Legal Licensing Omissions, and Fee Tier Manipulation 

Internal law firm invoices and corporate organization agreements establish that the 
structuring of foreign futures entities and the omission of money transmitting licenses 
were actively directed by internal and external legal teams. 

• The Deliberate Money Transmitter Omission: Retrospective legal analysis and 
interview records indicate that exchange executives were explicitly instructed by 
senior legal officers, including compliance attorney Daniel Friedberg, that the 
corporate ecosystem did not require standard Money Transmitting Licenses 
(MTLs) to process user transactions. Executives relied on multiple overlapping 
sets of internal and external law firms to validate these operational omissions. 

• Forensic Legal Billing Proofs: Itemized general corporate invoices from April 
and May 2019 outline the precise development of this regulatory avoidance 
strategy. Billing logs show that Friedberg, alongside specialized tax partners like 
David L. Forst and corporate associates like Chad Richman, structured the 
offshore Antigua and Seychelles entities specifically to isolate the futures 
exchange and leveraged token models from U.S. regulatory reach. Legal teams 
hounded regional counsel to draft cross-border "user agreements" and "liquidity 
provider agreements" designed to embed AML checklists and stablecoin 
transaction definitions directly into the code before compliance flags could be 
raised. 

• The Multi-Jurisdictional Token Loop: By January 2021, legal teams were 
actively coordinating massive token sales and researching multi-jurisdictional 
loopholes, including structural drafts for Silvergate bank submissions, Bittrex 
regulatory carve-outs, and Special Purpose Acquisition Company (SPAC) 
precedents. This legal architecture allowed the platform to launch predatory 
volume incentives—such as the July 2022 "VIP Fee Tier" promotion—which 
coerced massive retail and market-maker deposits up to $10 million per account 
to achieve artificial volume expansion while shielding the core capital transfers 
behind unbacked synthetic collateral agreements with offshore entities like 
Binance and CM-Equity. 
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https://youtu.be/5dByHyrEO0U?si=NjQsx-8zdhWjLHDv&t=2007
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https://youtu.be/5dByHyrEO0U?si=BfFg3Lcmi6ZPPOT8&t=613
https://youtu.be/5dByHyrEO0U?si=BfFg3Lcmi6ZPPOT8&t=613
https://youtu.be/z-n3vlWxlys?si=Y__wpWp2_2wJaNKb&t=2253
https://youtu.be/z-n3vlWxlys?si=Y__wpWp2_2wJaNKb&t=2253


 
 
 

 

 

05:17 ,,ll 4G M • 

Ryan Salame 0 

14:23 

I did cooperate with the 
government 

Entirely 

Just wouldn't lie 

15:35 

Yeah I don 't trust Caroline 
testimony at a IL Such a load of 
BS. Crying on the stand like she 
gave a 

16:00 

Saturday 

Amicus brief is good 

01:40 

Awesome - have you got the link? 

03:11 -Seen 

19:46 

Ryan Salame 0 
Uh yah that's real ot course, 
government isn't faking chats 

19:17 

Obviously think people want to 
know from at least 8 November 
did Ryne gave the orders as he's in 
charge? 

It appears he was from the chats 
as he said he got Can Sun or Dan 
to transfer the $4m and assets 

•ryne give 

19:23 

Yes Ryne gave orders like he was 
in charge 

19:25 

Yeah that makes sense from chats 

19:46 •Sent 

19:14 

Ryan Salame 0 
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Ryan Salame 0 

This is a good question 

------- -- -- ... ~~::;::::===-· '-~=--:-, ____ ._. ·:------- -

·-:· ·-··-· ~~-~~ ~~~~ e ~ !) wS @applearegreen 6m 

@SBF _FTX Congressional Transcript 
states "I'm [Ryne 
Miller] in Charge" "I [Ryne Miller] 
Need fj wire SullCrom $4M" on Nov 
8 2022? Simple Questions 
@rsalame7926 Was Miller in Charge 
Moving Assets & Structuring Loans 
Prior fJ Nov 11 Bankruptcy Pet ition 

Filing? forbes .com/sites/steveneh ... 

Worth answering 

~ --- -.. 
"'jj.f':'-:.::ff!:J::::-_ ~ 

No, Dan F and Can Sun structured 
loans and moved money prior 
(that's all I knew) 

I had little to no interaction with 
miller though as he was US 

19:11 

19:10 

Worth answering 

Oh right. I think the fact Ryne said 
he was in charge and wiring $4m 
to Sullcrom 

19:10 •Sent 19:12 •Sent 

(76 of 296), Page 76 of 296 Case : 24-961 , 09/13/2024 , DktEntry : 31.1, Page 76 of 296 
A-283 

Case 1:22-cr-00673-LAK Document 151-1 Filed 05/30/23 Page 71 of 148 

Daniel S. Friedberg 
January 10, 2022 
Page 26 

"Buying, selling, issuing, or taking custody of payment instruments or stored value in the form of 
virtual currency or receiving virt ual currency for transmission to a location w ithin or outside the 
United States by any means." 70 Based on the above, .US wo I u 

. Nonetheless f .US has submitted an MTL application to account for changes in the 
regulatory treatment of the Platform and any future product launches that may require licensure. 

CONFIDENTIAL TREA TMENT REQUESTED BY FTX FTX_000291883 
SDNY_02_00416581 

https://x.com/rsalame7926/status/1840969309834920265?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/applearegreen/status/1816172603339342155?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://x.com/applearegreen/status/1816172603339342155?s=61&t=zvpE_UYDJ4UAq7dTHOVYdQ
https://storage.courtlistener.com/recap/gov.uscourts.nysd.590939/gov.uscourts.nysd.590939.407.34.pdf
https://storage.courtlistener.com/recap/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb/gov.uscourts.ca2.9d455c17-4ee8-40a0-bafd-1eeeb19acafb.31.0.pdf


 
 
 

E. The Venture Loan Avoidance Strategy and California Bank Failures 

Forensic accounting invoices and internal communications suggest a coordinated effort 
by major venture capital entities and digital asset platforms to systematically use 
traditional banking vulnerabilities to isolate their "Venture Books" from market collapses. 

• Rehypothecated Collateral in Traditional Banks: Digital platforms—working 
alongside specialized legal experts across concurrent bankruptcies (Voyager, 
BlockFi, Celsius, and FTX)—regularly utilized cryptocurrency assets and 
unbacked tokenized stocks as collateral to secure massive venture loans from 
California-based financial institutions, most notably Silicon Valley Bank (SVB) 
and Silvergate Bank. 
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FTX Joint Proposal Pg 2 of 11 

S ULLI VAN 8t C RO MW ELL LLP 
125 Broad Street 
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New York, New York 10004-2498 
22-10943-mew Doc 937-8 Filed 02/01/23 Entered 02/01/23 00:45:39 Exhibit 8 -

Alameda Loan Agreeme nt Pg 15 of 18 

Voyag,-r Digillll I loldings. Inc. 

c o Jared lXTntonl 
Modi s & Comp,my LLC 
399 Park Avcnu(', 4• Moor 
New York. NY I 0022 

c/o Joshun A Sussbcr~ P C. 
Kirkland & Ellis LLP 
601 l .c:<inglon A,·enuc 
New York, NY 10022 

Jul 2~. 2022 

l<c: Cw:tonu.T L1qu1diti and J\.;.~t Purc:h:s~ Aw,.-cmcnt 

Dear Jared and Jo~h. 

BO RR OW ER: 

Cash Revolving Loan Amounl: 

BTC Revolving Loa n Am ounl : 

C uarnn 1or : 

Draw Perio d : 

1~ IX rrading Lid and West Realm Shires Inc. (rollcc1ivdy, ''1•1 X") and :\1nturit)· Date: 
Alamcd.1 Vcmurcs Ltd ("'Alameda"') have a~'--d u~ to convey thcU' JOlot proJXb311o enter 
into o Cus1omcr 1.iquidily :md A-.sc1 Purchase Atm,.~ment, qibjcc1 to 1hc 1eml'" and 
condnion~ \\"c describe in this lcncr and nK>rc folly in ilk: a1u1chc:d tcnn ~hce1 Cash Revolving Loan: 

22-10943-mew Doc 937-9 Filed 02/01/23 Entered 02/01/23 00:45:39 Exhibit 9 -
FTX Joint Proposal Pg 4 of 11 

A few other notes w11h rcspec1 10 the proposal hrs1, FTX and Alameda 
:ire 001 interested in purchasing. and p'3n to leave behind in the bankruptcy csuuc. :ill 
.lAC •related litign11on chums. The chap1er 11 case 1s the best place lo pursue recoveries 
relaung 10 Voyager's loan 10 JAC:. We expc:ct Voyager will use 11s bankruptcy powers 10 
monetize these claims Md pro, ide supplemental recoveries to custom~ . 

Second. Alameda will wnle off 1t5 own $75 m1lhnn loan clann :1, pan of 
the pro_po"iCd 1rnn~c11on This claim would otherwise share in supplcmen1al recoveries BTC Revolving Loan: 
By wrmng off our loa11t we will pcnnit cus1omcrs ond other unsecured creditors to 
receive 100•~ of any 1ncremen1al recovencs from 1he enforcement of1hc 3AC claim 3nd 
any related litigation claims. 

22-10943-mew Doc 937-9 Filed 02/01/23 Entered 02/01/23 00:45:39 Exhibit 9 -
FTX Joint Proposal Pg 5 of 11 

Anachcd 1s a tcnn sheer dc§Cnbm8 the legal :md financial lcrms of the 
customer l1qu1d1ty trans..1c11on. as well :JS a ~hort annc'( dcscnbmg_somc of its benefits for 
FTX and Voyagcrcus1omers. As with other financi31 institution insolvencies, we would Rc11aymcnt: 
seek expedited approval from the Bankruptcy Coun of the customer liquidity trans..,ction. 
We would aim to have a closing by August 17. so that we ca.n begin cus1omcr migr3tion 
promptly. 

We arc available to discuss this proposal with you at your earliest 
convenience. lu te.rest: 

Sincerely. 

CONFIDENTIAL 
cc: M 11chdl S Eucl (Sull" an & Cro,m, ell LLP) 

SCI.IEDllLE A 
LO A ' T ERM S 

VOYAG ER DIG ITAL HOL Dl )'(GS, INC. 

wo Hundred ~,!loon Dollar.. (S200 000 000.00.l, (the '·C ash Re,•olving Loa n 
Amo un t"). 

Fifteen Thousa nd (15,000) BTC (the "BTC Revolving Loan Amou nt"). 

Voyager Digita l LTD. 

The period of time commencing upon the EfTcc1ivc Date and con tinuing through the 
earlier lo occur of (a) Decem ber 30. 2024 or (b) the earlier lennination of this 
Agrcemem in accordance with the terms thcrco f ("Drnw Period"). 

Decembe r 31. 2024 (the ' ·Matu rity Date''). 

Subjec t 10 the terms and cooditioos of this Agreement. during the Draw Period. and 
upon the delivery by Borr owe r to Lender of a completed and exec uted irrevocab le 
loan request (in a form acceptable to Lender). Lender shall make cas h loans 
available to Borrower in an aggregate original principal amount not to exceed the 
Cash Revolving Loan Amount. subject to the funding restrictions set fonb in this 
Agreement. Prio r to the Maturity Date. Cash Revol ving Loans may be repaid and 
re borrowed~ 

Lender will only be obliga ted 10 make a Cash Revolving Loan so long as the 
Conditions to Funding set forth in Section 3 oflhis Agreemen t have been mel. 

Subjccl to the terms and conditions of this Agreement. during the Draw Period, and 
upon the de livery by Borrowe r to Lender of a completed and execu ted irrevocab le 
loan rcquc.-;t (in a form aeccplablc to Lender). Lender shall make loans available to 
Borrower in an agi,,,regatc origina l principal amount not 10 exceed the BTC 
Revolving Loan Amount. subject to the funding restrictions set forth in this 
Agreement Prior to the Maturity Date. BTC Revolving Loans may be repaid and 
re borrowed. 

For the Cash Revolving Loan. the repayment shall be in the form of Dollar-. or 
USDC. depend ing on the App licable Currency in which such Loan was funded . 

For the BTC Revolving Loan. the repayment shal I be in the form of BTC in an 
amount equal to the amount drawn down and outstanding ac the time of repayment. 

The Loan.:,, shall accrue interest on the oubtanding principal balance at a rate equal 
to five percent (5.0%) per annum and shall be payable on the Maturity Date 
(provide d that under the BTC Revolving Loan the interest shall be paid in kind 
based on the numberofB TC ou tstanding at the Matur ity Date). Interest is comp uted 
on a three hundred sixty (360) day year for the actual number of days elapsed. 

PRIVILEGED-CONFIDENTIAL-VOYAGER-00014178 
PRI VILEGED-C ONFIDENTIAL -VOYAG ER -0001 4 165 

https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf


 
 

 

 

 

22·10943 •mew Doc 941 Filed 02/01/23 Entered 02/0 1/23 15:59:0 1 Main Document 
Pg 84 of 120 

VOYAGER 
VOYAGER DIGIT AL LTD. 

Manag ement' s Discus sion and Ana lysis 

For the quarter ending March 31, 2022 
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22·10943-mew Doc 186-2 Filed 08101/22 Entered 08101/22 15:38:12 Exhibit B 
Pg 73 of 113 

USE OF PRINCIPAL 

14. After inves tors provide principal to Voyage r. their principal is comingled in omnib us 
accounts , they relinquish control of their principal and Voyager takes legal and 
beneficial owne rship of the principal. 

15. Voyager is the(ea fter able to use principal consistent with the terms of use . and as 
such it may transfer principal to forei gn 1unsd1ct1ons, lend pledge 
pnncipal . sell principal . nthypolhecall prlnCiplll transfer pnnc,pal to unidentified 
third parties and engage in any other transaction at Voyager 's d1scret1on and the 
depos1t1ng investor 's sole nsk 

22·10943•mew Doc 830 Filed 01/08/23 Entered 01/08/23 23:43:54 Main Document 
Pg 52 of 241 

7. Vo)'ager's s~curlfJ ' Proc.essa a11d Proced11ra 

Voyager has a defined cybersecurity framework tha1 includes protecring people. 1ecbnology. and digital 
assets. 1l1e secwity protocols utilize several stra1eg:ies aud ac1ivities. including couducling fust and third-party 
security assessments. multi-party computation ("'MPC'") and asset pro1ectio11. and dilig:em monitoring and proactive 
hunting for risks. TI1e Debtors use four different custodial soluuons t hold and safel st f the 
C 1ocurreuc · ireblockslnc. •· ·, I k ').Copper .co("~" ) 
and and one se lf-custodi..11 so ftware solution called Gnosis (collectivel y. 
the ··custod ians'} Specifically, all of the Custodians use MPC . which is one of the primary teclmolotties custodians 
in the industry u1ilize 10 secure Cryptoourency assets. Through MPC. private keys are neverconsm1c1ed in one place . 
which minimizes the possibility for a single point of compromise. To set up keys. wallets typically are ··multi-signer'' 
wailers that require a threshold of co-signers on behalf of the Custodian and a threshold of co-si~ners on behalf of 
Voyager. None of the parties are able to sign a 1ransac1ion by themselves 10 se1up a key and none of1he Cus1odians 
hold the entire "priva te key'' for wailers . 

22-10943-mew Filed 02/01/23 Entered 02/01/23 00:45:39 Doc 937-14 
November 8 

Exhibit 14 -

From: 
Sent: 
To: 
Cc: 
Subject: 

[ External Email ] 

2022 E-mail Pg 2 of 2 

De@e ,en, narew . <dietdericha @sullcrom.com > 
Tuesday, November 8, 2022 8:34 AM 
Azman , Darren 
gluecksteinb ; FTI_Voyager ; Steinma n, Gregg; W illiams, Grayson; Evans, Joseph 
RE: [EXTERNAL) Re: Town Hall 

First I' ve heard of it. Talking with them later today on Voyager migration proto co l and will ask. Assume Binance 
nonsense . This is getting crazy. 

From: Azman, Darren <Dazman@mwe .com> 
Date: Tuesday, Nov 08, 2022, 9:29 AM 
To: Dietder ich, Andrew G.< dietder icha@sullcrom .com> 
Cc: Glueckstein , Brian D. <gluecksteinb@ sullcrom .com>, FTI_ Voyager <FTI Voyager@fticonsulting .com>, Steinman , Gregg 
<Gsteinman@mwe.com >, Williams, Grayson <Gwilliam s@mwe .com>, Evans, Joseph <Jbevans@mwe .com> 
Subject: RE: [EXTERNAL) Re: Tow n Hall 

Andy : Can you let me know whether th is story is accurate about FTX w ithdrawals being paused (removing your client 

from this email ). 

http s ://www. thebl ock. co/post/ 18417 6/ftx -a ppea rs-to -h ave-sto pped -proce ssi ng-withd raw a ls-on -cha in-data -show 
[theblock .co j 

DARREN AZMAN 
Partner 
McDermott Will & Emery LLP One Vanderbilt Avenue, New York, NY 10017•3852 
Tel +1 212 547 5615 Mobile +14 104 09 7591 Email dazman@mwe.com 
Biography rmwe com) I Website rmwe com) I vcard (dvnasend com) I Twitter (twitter com) I Llnkedln (llnkedln com) 

https://cases.stretto.com/public/x193/11753/PLEADINGS/1175308012280000000084.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
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baseline liquidity in the middle of April . 

The price of bitcoin, which has gained more than 

35 percent in the last month, increases the value of the 

aunod bitco.1.n and aakcs the a1n1ng operations that much more 

attractive and productive, even without Core Scientific . 

Addit ionally, now that the Court has authorized 

the Debtors to sell stable coins, the Debtors have access to 

much-needed l1qu1d.J.ty that improves the cashflov forecast 

THE COURT: Have stable coi ns been sold since the 

Court's ruling? 

MR. FERRARO: No , but .1.t' s -- .1.t w.1.ll be th.1.s 

week . 

THE COURT: Okay . 

MR. KWASTENIET: Your Honor, I don ' t have anything 

further for Mr. Ferraro . 

TD COU1IT I do . I do . So, Mr . Ferraro , during 

the hearing on Novuaber 15th , 2022 -- let•• -- I have the 

transcript if you'll just bear with me a second . 

Okay . I ask questions about the -- let me -- I 

ask a question &.bout Cela1u• ' exposure v1th reapeot to FTX 

And at Pa9•• 27 and 28 of the tran•oript, your anawer 1• 

there . And I von't read it verbatia , but I believe that you 

esti .... tes Cels1ua· exposure to FTX and Ala.med& at 

approxiaately $12 oullion 

212-267-6868 

I read soae reports over the last week or two that 

VcnlCXI Lc11al Solu11011s 
www ,-cn1ext com S I 6-608-2-100 
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questioned whether Cela1u• had exposure to FTX and Alaaeda 

in the hundred• of alllions of dollar• Are you -- I just 

want to ask, not for you to comment on a report you haven ' t 

seen, but I JU•t want to••• whether you have any update on 

what Cela1 ua ' expo•ure to FTX or any of 1ts aff1l1ates are 

at th1a t1. .. . 

NR. nRRARO: Yea , Your Honor My update -- I 

don ' t have 1t 1n front of ae , so I apol091ze But to •Y 

understanding , our exposure r ... 10• at the $12 11.1llion 

think there was transactions between Celsius and Alameda ~ 

you know, lead.1.ng up to our f1l1ng. Wo did have 

relationships with thea, as I discussed I believe in 

Novcabcr when I gave the update to the report . So I haven't 

on nx and then the Alameda 

Let ae aake -- when I ••w I saw 

a report , 1t wasn ' t fro• FTX. I mean. you know, there are 

some wild things on the internet, and I d.on ' t -- I ' • not 

putting credence 1n the• . But because I saw soae report 

that suggested that the Celsius exposure was 1n the hundreds 

of aillions , I thought I would ask about we vent back and 

we looked at the transcript from November . And I just 

wanted to bo sure to ask it again tod.Ay . So thank you vory 

212 267 6868 
Vcn1cx1 Lctt•l Soluuons 

"" w , en text com S 16 608 2-100 

https://storage.courtlistener.com/recap/gov.uscourts.nysb.312902/gov.uscourts.nysb.312902.1949.0_1.pdf


 
 

• The "Pledge Agreement" Loophole: Legal firms executed sophisticated 
"Pledge Agreements" (such as the November 9, 2022, agreements between 
Alameda Research and BlockFi) that granted platforms the absolute right to 
pledge, rehypothecate, assign, commingle, or otherwise dispose of customer 
collateral at the depositing investor's sole risk. This architecture allowed the 
same pools of digital and synthetic stock assets to be reused repeatedly across 
multiple traditional banking entities. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

c. Block.Fi Pri va te C lien t Pr ogram 

40 . In addition to BIAs, which generally have slandardized tenns applicab le to all 

holders. Block Fi pro,1de~ au 111ch,·1d11ally negotialed 111te1c."\t•bean11g bo1To,.,,·mg p1oduct lo el1g1ble 

chenh a"> pall of II~ DlodS1 Prl\ale Cheut ">UJtc of p1od11ct"> ( .. BPC") The BPC product suite 

pennit s c lients to lend digital assets 10 BlockFi on individually negotiated tenus , which may lead 

to individually negotiated lenns for othe r products and serv ices. BPC loan interest is paid in 1he 

fonn of digital assets al a negotiated rale . A BPC loan may be strnclmecl a"> an "open " term (1.e. 

13 

casa~21!3CllilBl<'IWBK Ddllei:72-4' ilE!a ltal/211,/28/2J: nli!n!ertll /2! /28/23:19 :S5: 1 DeireMain 
llootilJiertt Ffl!IJ!Jelli<b614fl 

· rhe loan at an rune) or a .. fixed· • 1enn (1.e. the loan 

BlockFi Private Client 

Block Fi h.1-, the ng.111. ,, 11hou1 fi111he1 no11ce to ,1 

othc1 p1ope1I) \\..llh .111 a11enda111 11ghb of o,,11t:1~l11p. and fo1 an) pc110d of tune and \\ltho111 

1e1a111111g III Block.fa·~ po-,w"<,1011 and 01 conllo l a like .1111011111 of d1g11al a-,-,cf<, 

67. 

L Th e FTX Loa n Agree ment 

~ ii \ ~ 
;;:._ 

.]~: 
··---

On Jun e 30. 2022 , Blockfi Inc .. as bonower. en tered into a loan agreement with 

West Realm Simes Inc (db a FTX US. ··rrx ~--). a, lenclet (the "'FTX Loan ..\21eement""). 

,duch ptondi:-, fo1 loan.., (th~ '"Loan~") to be made to Block.Fi Inc Ill au a111011111 of up 10 S-WO 

1mlho11 outstanding at any time , of which : (a) S300 million is available for genera l co rporate 

purposes: and (b) $100 million is available so le ly to fund Block.Fi !Jtc.'s obl igat ions to its clients 

(the ·'Client Payment Obljgations"). BlockFi Inc. 's obligations nuder the FTX Loan Agreement 

are guaranteed by Blockfi Trading and BlockFi Lending (toge rher. the «Guarantors") . 

68. t w11h all other IClllot 

Customer Liabilities are defined as .. obligatious to diems incurred by (BlockFi Inc .. 1he Guarantors} or any of 
[their] Subsidiaries in connection with (x) the BlockFi ln1eres1 Account. BlockFi Yield. BlockFi Personalized 
Yield or BlockFi Wallet produc1s. (y) custody arrangemems and colla1eral arraugemems relating 10 loans made 
to die111s and (z) any other similar products or services provided to clients by fBlockFi lnc .. the Guarantors] or 
any of[1heir] Subsidiaries:· 

21 

c asa~21!3Cllil8ll!W8 KDdllei:72-4'ilE!alt/l /211,/28/2J:n iEn!ertll / 2!/28 /23:i9:S5 :1 DeDEMain 
llootilJiertt ~14fl 

The Loans bear interest at a fixed rnte of 5.00°0 per annum. payable at matunty , Loan~ 1118) be 

made m liSDC' the dt ttal asset ISsued b · the C'enlle C'onso11mm . and Ille redee mab le I I for C S 

tlo lla1 01 other digital B"-',Ct or fia1 cune ncy A', mutually ag1ccd to bet" ecu the pa111e\ 

https://storage.courtlistener.com/recap/gov.uscourts.njb.1094107/gov.uscourts.njb.1094107.2.4.pdf
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loan s. This report (ava ilable at h11ps ://b lockfi com/b lockli- 1ransparcncy-r cport-O 2-2022 ) was and 

is part and parcel ofB lockF i's gu iding principle that "Transparency Bu ilds Trust. " 

26. Amo ng other th ings. BlockFi was transparen t wi th clients and investors that funds 

held in Block Fi Interes t Accounts and in the Private Client Program. as well as loan colla tera l for 

Retail Client Loan s (all discussed be low ). were goin g 10 be used for lendin g 10 gener ate the yields 

rovidcd to client s. BlockFi was forthrig ht about what it would and would not do with funds on 

its platform - in stark contrast 10 others reported 10 have done the opposite. 1 

27. BlockFi exper ienced rapid growth: be tween 20 19 and March 2022. total trad ing 

volume grew from $2 million to more than $21 billion as of March 202 2 (on an L TM bas is). while 

deplo yab le asset s grew from $145 1111llion to S 14.8 billion . and gross loan on gmat ions expanded 

from $68 7 m1llion to more than S47 bi llion. As BlockFi 's business and operations grew , it 

expa nded its mana geme nt team and emplo yee base , wi th a focus on hir ing experts from other 

seg ments of the financi al industr y 10 better mature the nasce nt cry ptocurrency bus iness. 

II. The Com pany's Histor y and Business Op eration s 

22. Blockfi Inc. (wit h its direct and indirect sub sidiaries. '' Blockfi") was founded in 

201 7 by Zac Prince and Flori Marquez to pro vide credit sen·ices to ruark ets w ith limited access to 

simple financial product s. BlockFi 's culn1re emb odies four core values: "Pragmatic Pioneering "; 

"C lient s not Customers": "Indi vidua l Effort , Co llective Success "; and "Transparenc y Bu ilds 

Trnst. " These va lues have bee n key drive rs of BlockFi 's strategy and dec ision-m akin g, which has 

cons istentl y prio ritized client prote ction , stabi lity , and prud ent steward ship . Blo ckf i a lways 

endeavo red to do thin gs the right way , eve n when it wa s difficu lt , and eve n when cer tain of 

Blockfi 's compet itors did less to gain a comp etit ive advantage. 

23 . BlockFi worked 10 become an 111cl11s1ry leade r in compliance. Unlike certain 

comp etitors. BlockFi never la1111ched its own token to raise f1111ds b111 instead re lied on traditiona l 

ven ture cap ita l. BlockFi was also the first in man y states to see k and 1ece1ve lending. licens es to 

make c1yptocune 11cy-backed loans As disclose d on its we bs11e. h11p, blod :h com hcen,e,, 

Bloc kF1 was issued 47 licenses for lendin g. money tran sn11ss1011, operati ons. and the like by 32 

states and D C • and rece ived a separate C lass F D1gt1a l Bu smess Asse ts License ftom Bennuda 

··---

https://storage.courtlistener.com/recap/gov.uscourts.njb.1094107/gov.uscourts.njb.1094107.2.4.pdf
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A. BloekFi's Client Offerings 

29. Blockfi 's business model is client centric, consistent with its core value of "Clients 

not Customers" and its commiunent lo prioritizing clients' best interests. Blockfi acquires clients 

by offering custom products and services that enable its clients to meet their financial goals, and 

continuously expands its product suite to deepen its relationship with its clients over time. 

30. Generally, Blockfi has two primary types of clients: retail and institutional. As 

described in more detail below, Block Fi serves retail clients through web and mobile applications. 

and its products enable individuals and small businesses to store and/or earn interest on. buy and 

sell, borrow U.S. dollars secured by, and earn (via a credit card rewards ro 

On the institutional front. BloekFi provides hedge funds. market makers roprietary trading firms. 

trading desks. tocurrenc miners exchanges. and corporations with bespoke financing. 

trading, and treasury solutions relating to digital assets. 

··---

https://storage.courtlistener.com/recap/gov.uscourts.njb.1094107/gov.uscourts.njb.1094107.2.4.pdf


 
 

• Coordinated Bank Runs as Venture Deleveraging: Financial Stability 
Oversight Council (FSOC) data and public bank records document that the 
March 2023 bank stress was heavily accelerated by a flight of capital engineered 
by top depositors. Venture capital firms and digital asset entities used Circle's 
USDC stablecoin as a core transactional conduit to rapidly extract cash from U.S. 
equity markets, funneling it through SVB. Circle Internet Financial emerged as 
the single largest depositor at Silicon Valley Bank with a cash balance exceeding 
$3.3 billion. 

 

 
 
 
 
 
 
 

sta te secur ities law viola tions in relat ion lo a firm's 
staking rewar ds progra ms. 7' Federal agencies, 
specifically the SEC and CTTC, have conti nu ed 
to bring e nforcement actions due to fraud, ma ­
nipulation, and failure to register wit.h the appro­
pria te agency, among other types of mis cond uct. 
In fisca l year 2023 . the CFTC brought 47 action s 
charging a wide range of violat ions, in cludin g 
fraud , manipulation, failure to register , failur e 
to sup ervise, and lack of ad eq uate know you r 
customer and a nti -money laundering con trols. 
lhe defendants in these actions includ ed, among 
oth ers, digital asse t trading platfonns, the opera ­
tors of DeFi protocols, and a digital asset lending 
platform. 75 The allegations in th ese cases exemp li­
fy th e consumer and investor risks th at arise from 
us ing unregistered platforms. lll e SEC brought 
actions this year agai nst companies for operating 
as unre giste red exchang es, broker -dea lers, an d 
clea ring agencies. 16111e SEC also cha rged e ntiti es 
with the un reg istered offer and sale of sec u ri-
ties, including th e offe r and sale of sec uritie s in 
co nn ect ion with staking and lending pro grams. 71 

Both the SEC and the c~•rc have brought charges 
related lO a firm 's failure to com ply wi th ami­
money laundering laws. 71 

Interconnections Betwttn the Crypto·Asset Ecosys· 
tem and Traditional Finance 

11,c crypto -asse l market experience s a higher 
level of vola tility than does th e traditional fi ­
nan ce syste m and is also pron e 10 shocks that 
may impact traditional financial institutions 1ha1 
pa rtn er or mherw ise interact with th e crypt o-as­
sc 1 market. " Such shocks may includ e the col· 
lapse of fraudu len t schemes , cybersec uri ty issues, 
tec hn ology-re lated di srupti ons, an d gove rn ance 
or decision-making breakdowns, among other 
cvems . 

Banking 

In the I DIC.. OCC, 

Qt,.\t't ri'latC'ti rnt11ie, \ \'crc vhiblc during the 
March 2023 bank stre~s. en 

.. Bank UlllOIIDa!d 1h 

lion crea ted h ,11,ergaw\ ,el f Ii u1da 
tion mad e evident the potential for furch er kno ck­
on effects arisin g from interconnections between 
1hc c~ 1? a,.-.c1 eco,y:rcm an d@i 
~EJ n March 9, \ 1hrnn Valle llanl S\ ll 
• ri• nced a deposit run and was closed by the 
California Department of Financia l Protect ion 
and lnn ova 1ion the next day , March IO. Signature 
Bank also experi enced a run and wa s closed by 
the NYDFS on March 12. The N\11FS notrd in 
1b repon 1h;:11 in thl' ca::i.l~ of~ignalure Ban~, 

of <IJl!IO-- CUIIOIDer wt 
on March 10 was rela u,el) propo rtional 10 

lh t• pt•rcc-ntage ol U') -a\\t' l cu,tomcr. in th<' 
d • ii ha,..-me ralUl lie NYDFS a lso noted that 

and its vulnerab ility to 
concagion from che crypto-assct indu stry turmoil 
th at occu rred in late 2022 and into 2023.~ Ac 
co rdin to th e I DIC'src rt r 

deposits represented 23.5 percent or total deposits 
at Signarur e Bank as of September 30, 2022.• 

ln addition m showing lhe effects the crypro-as­
set market could have on the traditi onal financ iaJ 
system, 1h revealed how 1he 
mli>n:onm'<lion, bt.·l\\et.•n 1he crypto ••'""'' and 
banlin ~ector~, as well asl.!llllllllillll!llllulil can 
cause stress in the crypto -asset market Hou.rs 
afte l'i co on fa re 10, Circle Internet 
1-inancial LLC.. (Circle). th<.' i'iSU<.'f of thl' 'itabll'coin 
USOC. rl'\'l'aled that S3.J billion (approximately 
8 percent) of th 

were al The nev., ~parked a run 
on U~D<.. 1\lth S 1.6 bdhon or U~DC rede!!!l!_UOn> 

occurring on the same day as Circle's announce­
ment . n nnounced that the 
platfonns would temp orarily pause t·on\er-.aon1t 
lwl\\,•m IJSI)(. an~ ll S dollars a, well/" Over the 
,veekend after SVB's closure. 

it -to -I peg \\-ith th(• do with the value or 
lJSDC foiling a, Im, as $0.89 By ~:larch 15, Circle 
re one d tha 

Circle's prob­
lems triggered MakerDAO's DAI stablecoin to de­
peg over the weekend as wet1.•1 DAI, a stableco in 
backed b other ~ 'Pio-assets, rd ..ied on U\DC for 
approumatel) 52 pcrc(•nt ol 1h€' collatnal Cil!P 

c1rcul ~abl~m '2 

To help ensure the safecy and soundne ss or the 
banking system as banks explore crypto-asset 
related activities, the Federal Reserve announced 
a no, -el-activities su pervis ion program in August 
2023. The program 1vill be in1egra1ed into the 
Federal Reserve's existing supervisory process 
10 help address risks of novel ac tivities related 
to crypto-assets, OLT, and complex technology­
driven part nerships with nonbanks.'J 

Stablecoins 

crypto-asw t trad ing markl'l.,, that are created b)• 
,tahll•coin, could ,t'r\"C' a, conduih for collla ion 
to tradJtional financial inscitution,;. Astablecoin's 
impacc on the financial system depends on rhe 
scale of lhe stablecoin. For example, if a 

were to run on the 
c:;tablec.:om cou ld lead to fire '-lk--. o th€' tradition 
al a,...-1, ba~ th.- stabl<'<OIO hke b.ink d.- "" 
u, MMFs, Treasury securities, and comme rcial 

Vulnerabllltle-5, Signtflcant Market Developments, and Counci l Rec;ommendatlons 2023 FSOC II ..tnnuol Rrpo,f 

~ ii \ ~ 
;;:._ 
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paper (CP).' ' The President's Working Group on 
Financial Markecs (PWG), FDIC, and OC:L haw 
also puhli,hed an a•"e,sment oflhe ri,ks related 
to ~1ablecoim,il11UZ!lli.8111BIJ'" ln the 2021 
PIVG Report, the PWG, FDIC, and OCC noted 
lhat the failure of stablecoins to maintain a stable 
value could expose stablccoin users to unexpect­
ed losses and lead ro s1ablecoin run s that damage 
financial stabil icy."The 2021 PWG Report also 
nagged 1ha1 disruptions to the payment chain that 
allow stab lecoins to be transferred among users 
could lead to a loss or payments efficiency and, 
depending on the extent to which stablecoins 
are used, undermine functioning in the broad-
er economy." Uke the Council's Digital Asset 
Repon, the 2021 PWG Repon detailed systemic 
concerns related to the pote ntial risk or stablec oin 
arrangemen ts to rapidly scale.• 

ln addition to these issues, some stableco in is­
sue rs do 1101 provide adequate or accurate infor­
mation about their asset holdings and rights or 
redemption ." A lack of information about these 
holdings and issuers ' reserve management prac­
tices may pose a cha llenge for accurate market 
analysis or che impact of a stab leco in issuer 's 
holdings , as well as a risk or fraud iJ the extent of 
the stab lecoin 's reserves is misrepresented. ·rhe 
lack of infonnati on on reserves can contribute 
,o outsize markel reactions to news about an 
issuer, which can manires1 in oucsize volatility 
and po tential losses. Regulatory requi rem ents 
for rcscn·es, cap italization. and reporting may 
mirig::ne some or these risks.100 Like the traditional 
payment system. stablecoins. iJ used as a payment 
ins1rnmen1. may pose cred it risk, liquidicy risk, 
operati onal risk, risks arising from ineffective sys­
tem governance , and senlement risk.101 

Recent Developments 

Tokenization 

Tokenization , th e process or digitally representi ng 
an existing reference asset on a ledger, involves 
linking a digital token's price l0 the value of its 
reference asset Tokenization that occurs on 
block.chains, a type of DLT, aspires to introduce 
DLT into clearing and senlement processes, as 
well as ayment s ·stem s.1 IOllle 

indudi tal 
form\ or wcun ut•\. 13 To dale, the current uses of 
tokenized traditional assets are limhed in their 
size and impact.'" The overall value of tokenized 

https://home.treasury.gov/system/files/261/FSOC2023AnnualReport.pdf


 
 
 

 
 
 

• The Loan Avoidance Objective: Internal corporate tracking records from 
February 2023 reveal that investigative teams focused heavily on "Venture Book 
Avoidance" strategies. By orchestrating a rapid run on California banks, 
prominent venture capital figures—including Peter Thiel (whose linked fund Valar 
Ventures controlled a massive 19% equity stake in BlockFi) alongside funds like 
Coatue, USV, and Founder Collective—advised portfolio companies to 
simultaneously pull funds from SVB. This deliberate liquidity drain successfully 
triggered federal interventions and receiverships, effectively isolating and 
protecting approximately $4.5 billion in funded assets across 438 highly illiquid 
venture investments from bankruptcy estate clawbacks. 
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€) Bloomberg .com > 
Top 10 Depositors 

Owner Name 

CIRCLE INTERNET f INN'K:::_IA:,:l r========================== 
61LICON VALLEY BANI\' 
~VB Fl 
~fQ!..I 
l<ANZ 

ALTO 
MARQETA 
ROKUINC 
~TRAFI / PROMONTORY_ 

[ CIR L INTERN F NAN_ IA_L,_LL __ _ 

1 SVB flNANCIAL GROUP 
SfQUOIA CAPITAL rtJNO, LP 
I SVB r BENEFIT OF NV PAY, INC 
: KANZHUN LIMITED 
' MARQETA, INC. 6TH F 

Top 10 Accounts 

ALTOS LABS, INC. I 
SVB F BENEFIT OF PEOPLE CENTER, INC. CLIENTS OBA RIPPLING: 
BILLCOM, LLC I 
ROKU INC ATTN TREASURY ROKU INC i 

I 

FDIC Insured Billions In Deposits For 
Sequoia , Other Top SVB Customers- ... 

• • • 

Total Balance 

X 

S 3,340,061,357.25 
S 2,497,556,580.09 
$ 2,118,179,865.33 
$ 1,011,479,029.59 
$ 902,875 ,700.25 
$ 761,109,263.00 
$ 680,346,027.62 
S 634,534 ,332.85 
$ 420,004 ,504.53 
S 410,8 56,94 0.57 

S 3,276,604,827.99 
S 1,953,395,231.76 
$ 1,011,479,029.59 
$ 995,451 ,708.21 
$ 701,608,671.03 
$ 632,034 ,32 7.92 
S 601,002,262.65 
$ 544,083,62 4.59 
$ 444 ,085,28 4.84 
$ 415,602,338.78 

Visit > 

··---

Bloomberg Today 4m ago 
@jason Oral @Jason· 3/12/ 23 ¼ 

Coatue, USV, Founder Collect ive 
joined Thiel in advising companies to 
pull SVB funds . 

YOU SHOULD BE ABSOLUTELY TERRIFIED RIGHT NOW - THAT IS 

THE PROPER REACTION TO A BANK RUN & CONTAGION 

@POTUS & @SecYellen MUST GET ON TV TOMORROW AND 

GUARANTEE ALL DEPOSITS UP TO $10M OR THIS WILL SPIRAL INTO 

CHAO S 

David Sacks O rii @DavidSacks · 3/10/23 

Where is Powell ? Where is Yellen? Stop this cris is NOW. Announce 
that all depositors will be safe. Place SVB with a Top 4 bank. Do this 
before Monday open or there will be contagion and the cr isis will 
spread. 

https://cointelegraph.com/news/circle-and-sequoia-top-depositors-silicon-valley-bank
https://www.bnnbloomberg.ca/peter-thiel-s-founders-fund-advises-companies-to-withdraw-money-from-svb-1.1893506
https://x.com/jason/status/1634792355294515200?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/davidsacks/status/1634292056821764099?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
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iel's Founders Fundfd ithdrew MillionslFrom Silicon Valle 
Bank 

• 

Lizette Chapman 
Bloomberg News 

15 

according to a person fam1har with the matter. 

ounders Fund withdrew mil hons from SVB, 5a1d the person, who asked not to be Identified discussing private Information . It 

··---

cha~ took dramam 10 hm1t exposure to the now-failed financial insmuuon. Founders Fund also 

away from SVB, 'even 1f the risk was low. 

Peter Thiel 

Case 22-11068,JTD Doc 450-1 Filed 01109/23 Paoe 17 of 65 
EXHIBIT R 

Fl :\ 1 rad in g l:.q uil) lf o lders Li51 

Case 22-11068-JTD Doc 450-1 Filed 01/09/23 Page 18 of 65 

Holder S.CurityCIHs s ..... Typo 

liiat-011-••~ 
1nvHtments@nvenddtnnl com, ,mc:het1Clt1ie~I com 

Commoo, Commoo, (CSI 

~ 5-LL C" 
11westments@nvendeltlrust com, ,niehefsCtheelcapl~ com 

Preferred S...8-l- (P8I ) 

Case 22-11068-JTD Doc 450-1 Filed 01/09/23 Page 1 of 65 

EXHIBIT A 

\\ RS Equ i11 lf olders Lisi 

NumlMr of Sec:untift 

•s 78' 

~ E 

Case 22-11068-JTD Doc 450-1 Filed 01/09/23 Page 2 of 65 

H- Security Class Share Type Numbff of Sec:untiu 

Narneon F .. 
Commoo, CIHa A Commoo, (CA) 85.00C Addteu on Fie 

1885 Pnvate Opponun,tie5 Fund, LP (2021 S.. ) ·~-0,,.... so, Floo< Pr- S...A ProleffOd (PA) 511,557 
Pnncooon. ,._, 08540 
,.nw oom 
~t.015-UC Commoo, Class A Commoo, (CA) 2,s.ooc 
~ com, ~ com 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQzNzE2Nw==&id2=-1
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1. The Institutional Venture Loan Reciprocity 
Framework and Capital Circularity 

Sworn criminal trial transcripts and admissions from corporate insiders expose a highly 
integrated financial network where customer fiat and digital asset pools were 
systematically deployed to inflate corporate valuations, generate artificial bank deposits, 
and isolate venture capital books from free-market losses. 

• The Circular Banking Loop: Forensic analysis of the trial record details a 
circular loan fraud mechanism spanning digital asset exchanges, venture capital 
funds, and specialized regional banks. Under this structure, client assets 
deposited on cryptocurrency exchanges were secretly extracted to fund high-risk 
corporate venture investments. The venture capital entities then required their 
newly funded portfolio start-ups to deposit their financing checks directly back 
into the identical California financial institutions that were issuing the senior credit 
lines. 

• The Insider-Creditor Duplicity: This architecture created a closed-loop 
ecosystem where prominent venture capital figures functioned simultaneously as 
the majority creditors, primary debtors, dominant depositors, and lead lenders 
across the banking network and the underlying venture start-ups. Customer 
asset pools were systematically diverted to serve as the unbacked collateral and 
loan payment rails driving this multi-billion-dollar circular balance sheet illusion. 

• The Executive Looting Scheme: Internal financial records and testimonies 
confirm that while customer balances faced severe shortfalls, executive insiders 
weaponized the exchange's lending arms to extract massive personal capital 
under the guise of unmonitored "open term" venture loans. Chief Technology 
Officer Gary Wang received over $200 million in loans from Alameda Research 
to fund personal real estate acquisitions and private venture investments, 
executed via internal promissory notes drafted by general counsel under the 
direction of Senior Legal Officer Daniel Friedberg. Simultaneously, Chief 
Engineering Officer Nishad Singh extracted a $477 million loan from the 
exchange to purchase direct equity tranches within the corporate structure, while 
adding $1 million to $2 million cash bonuses to his personal ledger. 

2. Criminal Admission of Systematic Customer 
Misappropriation and Balance Sheet Falsification 

Cross-examinations and direct testimonies from the executive leadership of the debtor 
entities provide irrefutable proof of intentional asset commingling, the creation of 
fraudulent financial disclosures, and the active deception of institutional lenders. 

• The $10 Billion Customer Deficit: In explicit trial admissions, Alameda 
Research CEO Caroline Ellison confirmed that the trading desk was entirely 
dependent on the structural misappropriation of exchange deposits. Under direct 
questioning by the Assistant United States Attorney (AUSA), Ellison stated that  
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Alameda had covertly borrowed over $10 billion directly from FTX customer 
accounts to fund private investments, settle external debt liabilities, and fuel 
directional cryptocurrency trading desks controlled 90% by Sam Bankman-Fried. 

• The False Financial Mandate: As macro market pressures accelerated in mid-
2022, external institutional lenders began recalling open-term credit lines. To 
prevent a systemic unwind, exchange leadership explicitly directed the creation 
of fraudulent corporate financial statements. Ellison testified that Bankman-Fried 
ordered her to actively withhold the true balance sheets from institutional lenders 
like Genesis Capital. This was done to deliberately conceal that the trading desk 
had misappropriated $10 billion in customer funds while maintaining over $5 
billion in unbacked, illiquid loans granted directly to its own executive officers and 
affiliated shell entities. 

• The 30% Probability Insolvency Protocol: Internal statistical modeling 
conducted by the fund's management team calculated a definitive 30% 
mathematical probability that Alameda would be completely unable to repay its 
outstanding debt obligations, even when factoring in the continuous, unapproved 
injection of stolen customer assets. Despite explicit internal confirmation that the 
firm lacked the capacity to cover its liabilities, executives continued to 
misappropriate retail deposits to repay senior institutional lenders. 

• The November 6th Public Deception: On November 6, 2022, as public market 
anxiety heightened, fund leadership published public statements and digital 
communications claiming that Alameda had successfully returned the vast 
majority of its outstanding third-party loans. Trial testimony confirms this public 
assurance was entirely false. The firm had only succeeded in settling its external 
institutional debt by aggressively pulling billions of dollars more out of internal 
FTX customer asset pools, effectively replacing third-party liabilities with an 
unbacked, concealed deficit against retail depositors. 

3. Institutional Contagion, Credit Extensions, and 
Inter-Debtor Loan Arbitrage 

The trial record documents how the concealment of inter-debtor liabilities and the 
manipulation of native exchange tokens deliberately corrupted the credit risk models of 
competing digital asset platforms, accelerating systemic institutional collapse. 

• The BlockFi Insolvency Contagion: Testimonies from competing platform 
executives, including BlockFi CEO Zac Prince, establish that institutional credit 
extensions were granted based entirely on the fraudulent misrepresentation of 
the exchange's asset backing. Between July and early November 2022, BlockFi 
extended over $850 million in active credit lines to Alameda Research. Prince 
testified under oath that had the firm been notified that Alameda's trading 
operations were funded via the unauthorized borrowing of exchange customer 
deposits, or that billions were routed to corporate insiders, BlockFi would have 
immediately halted all credit extensions, as the disclosure would have instantly 
exposed Alameda as fundamentally insolvent. 

• The FTT Liquidity Trap: When the exchange’s native utility token (FTT) 
experienced sudden price drops, the interlinked credit agreements collapsed.  
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Although BlockFi attempted to aggressively recall its outstanding loans, it was left 
with over $650 million in unrecoverable, toxic exposure due to the underlying 
asset commingling and the unbacked nature of the tokenized collateral. 

• The "On-Paper" Corporate Authority Illusion: To further mask structural 
capital holes, internal engineering teams and executives coordinated artificial, 
non-executed corporate maneuvers. Chief Security Officer Nishad Singh testified 
that in September 2022, executive leadership directed himself, Sam Bankman-
Fried, and Gary Wang to execute purely "on-paper" loan agreements. Under 
these arrangements, insiders signed documents stating they were personally 
taking out massive loans to inject capital directly into the domestic entity, FTX 
US, creating a false ledger illusion of capital sufficiency to mislead regulators 
while no physical cash or digital asset units were ever moved or deposited. 

4. General Counsel Omissions and the Failure of 
Internal Segregation Mandates 

The breakdown of compliance infrastructure was characterized by a deliberate 
disregard for formal legal boundaries and the systematic bypass of internal controls by 
executive management. 

• The Total Segregation Falsehood: External promotional campaigns and 
regulatory compliance filings repeatedly assured the Commission that customer 
asset pools were strictly segregated from proprietary trading desks to guarantee 
protection against misappropriation. However, internal legal evaluations 
completely contradict these claims. Former General Counsel Can Sun testified 
under oath that while he structured international legal parameters under the 
explicit mandate that customer deposits must remain locked and unencumbered, 
executive leadership routinely bypassed the legal department to authorize billions 
in secret transfers without the knowledge or approval of compliance officers. 

• The Concealed Straw-Buyer Loan Funnel: To route funds into highly sensitive 
or legally restricted entities without triggering audit flags, executives used straw-
buyer arrangements. Ellison testified that she was directed to assume a personal 
$3.5 million loan in her own name to acquire a gambling company that platform 
engineers wanted to integrate. This structure was intentionally deployed because 
Ellison was not listed on the official corporate books of the exchange entity, 
allowing the firm to execute high-value corporate acquisitions and massive 
political contributions while completely insulating the transactions from regulatory 
oversight and standard disclosure dockets. 

• The Ephemeral Messaging Evidentiary Gap: Internal compliance workflows 
and legal department communications were systematically migrated onto 
encrypted, ephemeral messaging platforms like Signal and Slack. Executive 
management maintained hundreds of distinct, auto-deleting communication 
channels to coordinate day-to-day operations and balance sheet modifications. 
This operational architecture was intentionally maintained to erase the daily 
decision-making trail, disrupt internal audit capabilities, and prevent the post-
petition recovery of definitive cross-corporate routing instructions. 
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5. Appendix: Comprehensive Criminal Trial Transcript 
Registry 

To support the statutory enforcement arguments detailed across this submission, the 
following formal evidentiary matrix compiles the specific Government Exhibits (GX) and 
time-stamped chat logs establishing the mechanical execution of the balance sheet 
fraud: 

Evidentiary Communications and Ledger Admissions Matrix 

• Exhibit 9: The Pre-Collapse Loan Recall Protocol 
o Source: Federal Criminal Trial Record, United States v. Samuel Bankman-

Fried, Case No. 22-cr-00673-LAK, Government Exhibit 410B. 
o Transaction Content: Active Signal log tracking data from November 2022 

establishing a direct coordination between Sam Bankman-Fried and 
Caroline Ellison regarding the selective return of institutional capital. The 
text documents Bankman-Fried explicitly directing the platform to prioritize 
returning capital to smaller lenders, while explicitly stating: "would prefer 
not to do it for blockfi yet," exposing a calculated corporate preference to 
leave specific institutional counterparty books exposed while hiding the 
massive underlying debt levels from primary lenders like Genesis Capital. 

o Source: Sworn Trial Testimony of Corporate Insiders (Yedidia, Wang, 
Singh, Sun), Southern District of New York Enforcement Docket. 

o Regulatory Focus: Compiles the formal trial admissions of senior software 
engineers and legal officers operating under federal immunity orders. This 
docket mathematically outlines how the platform's automated engine was 
coded to allow a multi-billion-dollar negative balance sheet exemption for 
a single proprietary trading participant, directly undermining the public 
exchange's automated liquidation safeguards and verifying the absolute 
absence of physical asset segregation. 

 

SB 

SB 

Sam Bankman-Fried 

which lenders? 
9:54 AM 

can certainly do it for all 
the smaller ones 

9:54AM 

would prefer not to do it 
for blockfi yet 

9:S4AM 

Sam Bankman-Fried 

what would the total be 
to return? 

I guess Genesis is also 
substantial? 

9: SSA M 

Caroline Elli"iOO 

ah cool 
95 .. AM 

yeah not b lockfi yet 
9 54AM 

GOVERNMENT 
EXHIBIT 

4108 
UCr073(l.AX) 
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o Source: Caroline Ellison Nov 9, 2022; “All Hands Meeting” vast amounts of 
“Open Terms” “Venture Loans” [TimeStamp 0:40]. 

 

 
AUSA Roos: The defendant WAS Alameda. 90% owner. It took out 
loans to do crypto trading. Then the defendant started FTX and 
started getting customer money. He thought this was a new source 
of money for Alameda. Caroline Ellison told you so 

 
 

AUSA Rehn: He gave stolen money to a non-profit his brother 
controlled. But then Alameda was losing money. The defendant 
doubled down. He pulled more customer money out of FTX to pay off 
Alameda's loans. He directed creation of false financial statement 

 
 

AUSA Sassoon: When the defendant said FTX had enough to cover 
all customer holdings, that was a lie. That was taking into account 
illiquid investments not on the exchange. He said privately they had 
one-third... 

 
 

SBF's Cohen: Sam worked at Jane Street, a highly regarded trading 
firm. He wanted to create a Jane Street for crypto. From Jane Street 
he learned you could fund it with third party loans. Then they created 
the futures exchange, FTX, unsurprisingly called that. 

 
 

AUSA: What was his involvement in the crimes? 
Ellison: He was the head of Alameda then FTX. He directed me to commit 
these crimes.  
AUSA: What makes you guilty? 
Ellison: Alameda took several billions of dollars from FTX customers 
and used it for investments. 

 
 

Ellison: We were discussing having borrowed $10 billion  
AUSA: From where? 
Ellison: FTX customers. Sam was screaming  that it was my fault 
AUSA: How did you feel? 
Ellison: I was crying. But it was Sam who made all these investments 
that put us in this situation 

 

AUSA: What was the volume of Alameda's loans at the time? 
Ellison: Over $9 billion. 
AUSA: When you wrote "FTX borrows" what did you mean? 
Ellison: The money on the FTX exchange that Alameda could make 
use of: $7 billion. We had done it before. 
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AUSA: Did you get any loans from Alameda? 
Ellison: One loan of $3.5 million for a gambling company people at FTX 
wanted to put in my name since I wasn't on the books of FTX. Money 
also went to political contributions. Ryan Salame got a $35 million loan 

 
 

AUSA: What did the defendant tell you to do? 
Ellison: To continue repaying Alameda's loans. 
AUSA: How did you? 
Ellison: Taking money from FTX customer funds. 

 
 

AUSA: At this time, what was FTX's equity value? 
Ellison: $20 billion. 
AUSA: Did you share your conclusions on possible impacts on  Alameda 
with the defendant? 
Ellison: Yes. He suggested we shift our loans to fixed term... 
AUSA: Did he dispute the risk? 
Ellison: No 

 
 

AUSA: Please read this. What is a USD return? 
Ellison: Return of our US Dollar loans, to this crypto currency address. 
AUSA: What is an OT loans? 
Ellison: An open term loan. Genesis wanted $400 million back. I was 
very stressed out. We would have to take from FTX 

 
 

Ellison: Alameda by Sept 2022 was borrowing $13 billion from  FTX 
customers.  
AUSA: How did it go up? 
Ellison: We used it to repay loans, and as collateral for other investments. 

 
 

AUSA: What did you do? 
Ellison: Sam said don't sent the balance sheet to Genesis. We were 
borrowing $10 billion from FTX and we had $5 billion in loans to our own 
executives and affiliated entities. We thought Genesis might share the info 
 

 

Ellison: I withdrew $10 million for an investment in a start up. $100,000 for a 
loan to my parents. And $2 million for my own donor-advised fund. 
AUSA: Did you have equity in Alameda? 
Ellison: No. And 0.5% of FTX. 
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AUSA: You calculated a 30% chance Alameda could not repay its loans - 
was that of concern? 
Ellison: Yes. 
AUSA: Even if you used FTX customer funds? 
SBF's lawyer: Objection! 
Judge Kaplan: Overruled 
AUSA: And you still wouldn't be able to repay 
Ellison: That's right 

 
 

AUSA: Did Alameda still have lenders? 
Ellison: Yes. They were recalling the loans. I wasn't sure how to balance 
with responsibilities to FTX customers. 
AUSA: GX 410. Mr. Arora, an agent of the defendant. 
SBF's lawyer: Not in the scope of the agency 
Judge: Denied 

 
 

AUSA: Were you able to convert over to fixed term loans? 
Ellison: Not much. 
AUSA: Did you tell the defendant? 

Ellison: Yes, I regularly updated him. He wanted to expand investments. 
AUSA: And if Genesis recalled the loans? 
Ellison: We'd borrow from FTX 

 
 

AUSA: You were assuming that FTX customer money would be available to 
Alameda?  
Ellison: That's right. 
AUSA: What does this mean, "Genesis freaks out immediately?" 
Ellison: That Genesis would call in all our loans. 

 
 

SBF's Cohen: You discussed them with Mr. Bankman-Fried? 
Ellison: Some. 
Cohen: What was your concern with the third party loans? 
Ellison: It might look like Alameda was funneling money to FTX executives. 
 

 

SBF's Cohen: What is this? 

Ellison: Loan agreement with Voyager. I signed it. 
Cohen: Did you know Ramnik Arora? 
Ellison: Yes. I heard him making a lot of calls to investors. FTX was selling 
shares. Cohen: You didn't prepare materials to investors? 
A: I did not 
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SBF's Cohen: Let's move forward to November 6. You put up a tweet, that 
Alameda had returned most of its loans - as that true? 
Ellison: Not really. We'd returned 3rd party loans, by taking out more loans 
from FTX. 

 
 

AUSA: What did the defendant say in this tweet? 
Ellison: That FTX was starting a venture fund. This was part of Sam's 
general push to do more investments. 
AUSA: If the money was coming from Alameda, why was it called FTX? 
Ellison: The brand. 

 
 

Cohen: How many Signal channels were you on? 
SBF: A few hundred, I think. 
Cohen: Did the growth of FTX impact your relationship with Alameda? 
SBF: I had to stop being CEO. But I was still involved in ventures. I turned it 
over to Caroline Ellison and Sam Trabucco 

 
 

SBF's Cohen: The Robin Hood shares you mentioned, did you know who 
owned them?  
BlockFi's Prince: It turns out I wasn't aware of the nuances. 
Cohen: Why did BlockFi seek a loan from FTX in the summer of 2022? 
AUSA Roos: Objection! Cumulative! 
Judge Kaplan: It is 

 
 

AUSA Roos: If you'd known Alameda was using FTX customer money, 
would you have lent? 
BlockFi's Prince: No. That is not appropriate. 
AUSA: And when FTT dropped what did BlockFi do? 
Prince: We called some of the loans. But there were still $650 million 
outstanding 

 
 

AUSA Roos: Were you extending loans to Alameda because of your deal 
with FTX?  
SBF's lawyer Cohen: Objection! Leading! 
Judge Kaplan: Sustained. 
AUSA: Did BlockFi lend to Alameda in 2022? 
BlockFi's Prince: Yes, from July to early November, $850 million of loans 
 

AUSA: If you'd known of FTX - Alameda loans would BlockFi have still 
extended credit?  
BlockFi's Prince: No. They would have been insolvent. 
AUSA: & if you'd known of Alameda's loans to Sam Bankman-Fried? 
Prince: That's not generally done, we'd have been concerned 
 
 
 

~ ii\ ~ 
;;:., 

.]~: 
··---

https://x.com/innercitypress/status/1712533263980380632?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712533263980380632?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712533263980380632?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712533263980380632?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711837990161403953?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711837990161403953?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711837990161403953?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711837990161403953?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711837990161403953?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717940803820044384?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717940803820044384?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717940803820044384?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717940803820044384?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717940803820044384?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712864623815274746?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712844573276270956?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712836458040410309?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712842938508579310?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712842938508579310?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712842938508579310?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712842938508579310?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712842938508579310?s=46&t=hwjyFGafbqnCz7cW8lm9Jg


 
 
 

 

BlockFi's Prince: It also provided for FTX being able to acquire BlockFi 
in July 2023. We thought that would happen 
AUSA: Did that happen? 
Prince: No. 
AUSA: But did your arrangement with FTX influence loans to Alameda?  
Prince: It was a data point 

 
 

AUSA: What about his, Skybridge Capital? 
Singh: That's Anthony Scaramucci's firm. 
AUSA: And this was in September, after your talk? 
Singh: Yes... In this one, Sam, Gary and me were supposed to take loans 
and then give it to FTX US, this was just on-paper 

 
 

SBF's Cohen: You got cash bonuses of 1 to 2 million? 
Singh: I think that's right. 
SBF's Cohen: And loans from FTX - let me give you the foundation. You 
borrowed  $477 million from FTX? 
Singh: In a sense. 

SBF's Cohen: To buy  equity in FTX? 
Singh: My first 

 
 

Everdell: You got over $200 million in loans from Alameda? 
Gary Wang: Yes. 
Everdell: To make venture investments, and to buy a house, right? 
Wang: I used $200,000 for a house. 
Everdell: What lawyers worked on the promissory notes? 
Wang: General counsel, under Dan 

 
 

AUSA Sassoon: What if anything did you approve about lending to 
Alameda?  
SBF's lawyer Cohen: Same objection. 
Judge: Overruled 
Sun: I never approved loans of FTX customer funds to Alameda. It was 
segregated.  
AUSA: What was the purpose? 
Sun: So not misappropriated 
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SBF's Cohen: Have you heard of Signal and Slack? 
Can Sun: Yes. 
Cohen: Were they used by the FTX legal dep't? 
Sun: Yes. 
Cohen: You said Nishad Singh told you he was concerned about this loans? 
Sun: He was worried about repaying 
Cohen: Understood 

 
 

Cohen: After you took the $2.3 million loans, you got a $2.3 million bonus 
from FTX?  
Can Sun: Actually I think it was $3.5 million. 
SBF's Cohen: And they were connected? 

Can Sun: Well they were both about my employment. 
 
 

Yedidia: I learned that Alameda used FTX depositors money to pay back 
Almeda’s loans.  
AUSA: Were you subpoenaed to be here today? 
Yedidia: No. 

AUSA: Do you have an immunity order? 
Yedidia: Yes. 
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From: ~~~~~~n~:!l~!r!!!~ 
Sent: Tuesday, July 24, 2018 10:57 AM 
To: 'Nourafshan, Alexander@DBO' 
Subject: RE: Confidential Treatment Re: BlockFi 
Importance: High 

CONFIDENTIAL 

Alex, 

I hope this message finds you well. 
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I am following up to check on the status of our request for an interpretive opinion , a copy of which request I have 
attached for ease of reference. As you know, it was received by the Department on May 15. 

As discussed in more detail in the opinion request, the position taken by the Department to-date that a licensee 
under the California Financing Law ("CFL") cannot hold collate ral I respectfully believe is based on a clear 
misreading of vestigial language in Section 22009 of the CFL defining the term "finance lender," wh ich hopefully 
you see as well. 

As also discussed in the request. this incorrect Departme nt posit ion is causing substantial harm to our client 
BlockFi lending LLC. In particular and as noted in the request for exped ited treatmen t, I understand from the 
client that a competitor, Unchained Capital , Inc., was granted a CFL license by the Department (60DBO-78867) 
and based on the Department's web site that license is still active . The client further advises that 

a is still do ing a lending business in&jffirsffii) and is still holding crypto currency as colal in connection 

Case 22-19361-MBK Doc 204-5 Filed 01/06/23 Entered 01/06/23 18:06:09 Desc 
Exl'milu:61ail ~a~~ aClhli~at.R e;...Bleck:Fi 

g 

with those..loan5r wl=IHe-at-the-s-ame time BlockFi Lend_ing is unable to lend in Cal 
respect to holding collatera l based on this Department pos ition . 

on similar termslJifll 

Thank you in advance for your assistance , and I would again be happy to discuss any questions you may have 
regarding the analys is. 

Best regards, 

Chuck 

Charles Washburn 

Partner 

https://restructuring.ra.kroll.com/blockfi/Home-DownloadPDF?id1=MTQzNjYzNQ==&id2=-1
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case 22- 11068 -JTD Doc 1224-2 Filed 04/04/23 Page 188 ot 917 

Avoidance Actions 

Proftssio nal 

David Medway 

David Medway 

David Medway 

David Medway 

David Medway 

David Medway 

David Medway 

David Medway 

Exldbi t D 

FTX Trading Ltd ., et al., 
Time Detail by Ac tivity by Profe ssional 

February 1, 2023 throug lt February 28, 2023 

Datt Hours 

2/'f72023 0.5 

2/1/2023 0.4 

2/1/2023 0.4 

2/1/2023 0.3 

2/1/2023 0.2 

2/1/2023 0.2 

2/1/2023 0.8 

2/1/2023 0.5 

Ac livity 

Call wtth A. Canale . D. Medway (A&M) regarding Alameda venture 
Investment Investigation 

Review summ~ of findings from analysis of AlaffllCIII venlUr9 
lnvwtmenl Loan and OpHon Agreements 

Call wtth A. Canale , D. Medway (A&M) regarding Alamed a venture 
Investment Investigation 

Teleconference wtth 0 . Medway and S. Mimms (A&M) regarding 
Alameda venture Investment loan history documentation and 
Relativity review 

Teleconference with D. Medwa_y and S. Mimms i A&~ regarding 
updates to Alameda--,,. Investment IOen ~ 

Teleconference with D. Medway and A. Helal A&M.) regarding 
Alllmedll venlln lnvntmenl aJli..ral transaction• analysis 

Prepare materials summarizing historical venture 
Investment loan accrued Interest and payments 

Investigate cash transactions wtth Alameda IOan COl~~!!i]!!!l.t!llliii/i,g 
the reference erlod 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ4OTY3Mg==&id2=-1
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Case 22-11068-JTD Doc 1241-2 Filed 04/07/23 Page 37 of 143 

aulnn emanuel trlal lawvers 
April 05, 2023 
Page36 

02/02/23 

02/02/23 

02/02/23 

02/02/23 

02/02/23 

02/02/23 

NH2 

OBY 

S56 

AP A 

EK 

AK2 

Review of engageme nt letters and 
po pul ate th e summ ary ch art for 
p urpose of Rule 2004 docum ent 
requ es t (4.8); call with S. Rand related 
to the rev iew (0.5); caU with A. Alden 
an d S. Seneczko for avo idan ce action 
analysis (0.6). 

Team caU on issuin g Rul e 2004 
req uests (.5). 

Resear ch du e dili gen ce mat erial s re 
po tential avo idance actio ns, en tities 
(3.7); dr aft anal ysis re same (2.4); 
correspond with A. Kut sche r re sam e 
(.l ); conference with A. Alden, N. 
Huh re avo id an ce actio n comp laints, 
dili gence anal ys is (.6); rev iew, revise 
memorandum , materials re sa me 
(1.1). 

Review en greement 
and mem o regarding sam e (0.8); 
review memo regarding Ventur e 
inv estment s 0.5); teleconference with 

. Huh an d S. Senezcko rega rdin g 
tas ks an d resea rd1 (0.6). 

Lega l an d factual resea rd 1 in sup port 
of avo idan ce act ions (1.3); case 
mana gement for avo ida nce actions 
(0.3). 

Confer wi th J. Youn g re: venture 
book avoidance action tar ets (.2); 
condu ct resea rd1 an d d etem 1in e next 
steps re: sam e (3.7); confer wi th 
Alva rez an d Marsal re: same (.I ); 
confer wit h S. Seneczko re: same (.1). 

Matter #:1 1807-00001 
Invo ice um ber: 101-0000149656 

5.90 5,336.55 

0.50 452.25 

7.90 7,785.45 

1.90 2,736.00 

1.60 1,994.40 

4.10 4,981.50 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1


 
 

 

 

u 
April 05, 2023 
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02/07/23 
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EK 

A1<2 

uel trlal lawvers 

regarding same (0.2); emails to and 
from A. Kutscher and S. Ran d 
regarding same (0.3); review 
agreements with venture lJOOk target 
and enMils regarding Sdme ( 1.7) ; 

attention to em a om . 
Alva rez and Marsa l regarding 
venture boo1.. tar.set (0.3). 

Conferen ce with A&M re avoidance 

action analysis (0.4); analyze data in 
connection with avoidance actions 
(0.5); correspond with team regarding 
avo idan ce action analvsis (0.3). 

Confer with S. Rand re: u pco ming 
ca ll with Alvarez and Marsal re: 
avoidanle action targets in venture 
hook (.l ); er witli Alvarez and 

arsal re n•nt11re boo!.. targe ts for 
a, ·oiddJKe actions dJ1d ne,t ste lS re 
sa me (.J); co er with E. Sutton and 
Alvarez and Marsa l re: same (.l ); 
con.fer with I. esse r re: u pco ming 
call re: same (.l ); conduct research re: 
po tential avoidan ce actio n targ ets 
between JO million and $20 million 

(2.3); confer with 
Alvarez and'Marsal re: up coming call 
re: ,wo idam e ill'tion targetc; in 
wntun• boo(.. (.l ); atte nd Sdm e (1.3); 
confer with tea m re: results of same 
(.l ); ana.l · ze \'l'l1tme booJ.. and 
revi.;io11-s to priorit · l ast>S (2.8); confer 
w1t team re: resu ts o same . ; 
con fer with Alvarez and Marsal re: 
sa me (.J); confer wi th S. Rand re: 
amc- (.2); confer wi th A. AJden re: 

sa me (.J); confer with Alvarez and 
Marsal re: up coming ca ll on 
avoid ance targe ts and nex t steps re: 
sa me (.l ); con.fer wi th I. Nesse r re: 
poten tial avo idance action target and 
next steps for avoid an e actions 

generally (.3); confer with M. Smith 

Matte r #: 11807-00001 
Invo ice 'um ber: 101-0000149656 

1.20 1,495.80 

8.70 10,570.50 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1
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QUI em 
April 05, 2023 
Page 73 

02/27123 

02/28/23 

JR8 

NH2 

uel trial lawvers 

v tion of potc>ntiill il\ 'oiddnlc> 

t.ugl't ilnd stod, n>(.~iH•d from 
purd,dse , rnnfer with I Ne--ser re: 
same , and confer with Ah.an-z and 

arsaI and I Nesser re: u on · 
call re: same (.3); revise draft 
memorandum on avoidance action 
target , conduct researd1 re: sanw, and 
confer with S. Rand, J. Shaffer , and L 

esser re: same (.5) ; confe r with A. 
Roytenberg re: avo idance action 
targe t and timing of memorand um 
re: same (.l) ; confer with L 'esser re: 
memorandum on potential avoidance 
action. revise comments on same, 
confer with E. Winston re: same (.3); 

confer with M. Meadows re: 
avoidance action documen t review 
and documents to provide to 
in,·es tigations team (.l) ; confer with 
S. Rand, J. Shaffer, I. Nesser , E. 
Winston , E. Sutton , E. Kapu r, and A. 
Alden re: upcoming caJJ on status of 
avoidance action anaksis and next 
steps re: same (.2); draft , ·enture book 

rev iew an revise ra 
memorandum on potentia J avoidan e 

action target , detemu.ne next steps re: 
same , confer with S. Tu rk and M. 
Smith re: same , and confer with L 

esser re: same (.7); draft 
communication to Sullivan and 
Cromwell re: data source, confer with 
S. Rand re: same, ai,d confer with E. 
Sutton re: same (.3). 

Prepare draf t complaint (5.2), fact 
resea rch re: same (1.2). 

Drafted a memo for a target - draft 
fact sections a11d legaJ anal •sis (2.7) , 

finalized a memo for another target 
and reviewed investigation resuJt 
(1.5). 

Matter :: I 1807--00001 
Invoice umber: 101-0000149656 

6.40 6,710.40 

,1.20 3,798.90 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1


 
 
 
 

 
 

~ ii\ ~ 
;;:._ 

.]~: 
··---

Case 22-11068-JTD Doc 1241-2 Filed 04/07/23 Page 139 of 143 

qulnn ma uel trlal lawvers 
Ap ril o-, 2023 
Page 138 

02/28/23 

02/28/23 

02/28/23 

02/28/23 

02/18/23 

02/28/23 

RP 

ET3 

KS7 

TCM 

CM 

JA4 

SJl 6 

s. Hill (0.2). 

Review documents related to 
investigations targe ts (7.7). 

Drafting and editing memorandum 
on resu lts of law firm re,•iew (5.1). 

Analyze documents and 
communications to evalu ate in-house 
counse l targets (su mmarize same) 
(5.9) . 

investigations team calls re. 
prioritization of bank and law fim, 
200.ts (.5); review of SBF supersed ing 
indictment and SE and CFT 
complaints , and associated docket s 
(3). 

Researd1 regarding law firm review 
(6.8); Analyze court filings and other 
documents related to po tential claims 
(1.6) . 

Review of docu ments for family 
inves tigations targets (7.5). 

Prepare 2001 law fmn requests, 
review and anal •ze invo ices and 
retainers detailing services o { 

potentia l targets and ema ils wi th QE 
leadership team re: same (3.5); 

correspondence with K. Lemire and J. 
Youn re: b,mk ta ets for 2001 
request s (0.1); issue 

ocuments relatea to interrnmpd.lW 
IOdns of in.,;1de cou1L'-t'I (1.0); review 

in hou se counse m e an 
anal •ze for interview target s (1.0); 

review and revise family 
invest igation team 's po litical and 
d1aritab le module (0.9); 

rorresponderu.-e with invest1gation 
revJeWen re fu1dings related to 
po lilil..a l ,md d1dritdb le lOlltributions 

anal ze documents mterest re 
the same (1.0); re are case 
management topi cs for up coming 

Matte r= : 11807-00001 
Invoice umber: 101-0000149656 

7.70 6,96--1.65 

5.10 2,593.35 

5.90 5,336 .55 

3.50 4,252.50 

8.40 4,271.40 

7.50 3,813.75 

8.00 6,732.00 

https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1
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COINBASE 
GLOBAL ADVISORY 
COUNCIL 

Preferred Sones 8 Prel<ne<I (PB) 
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Preferred 
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e Sam Bankman-Fried @ •• \. 

• Sam Bankman-Fried 

'.'u, 1.,,r '.J' Stripe Issue - FTX Internal 

Senator Toomey :-:; ,,-1r1,t,nr1,, w '"I"• 

I know it 's been a while since we've 
talked. And I know things have ended 
up on the wrong foot. 

I would really love to reconnec t and 
see if there's a way for us to have a 
construct ive relationship, use each 
other as resources when possib le, or 
at least vet things with each other. 

I'd love to get on a phone call 
sometime soon and chat. 

https://storage.courtlistener.com/recap/gov.uscourts.nysd.591465/gov.uscourts.nysd.591465.53.1.pdf
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQzNzE2Nw==&id2=-1
https://www.bloomberg.com/news/videos/2023-10-03/bloomberg-crypto-09-26-2023
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fncts Specific to Relief Requ ested 

M\"P c:;.11tphen C111T_.Y which p1iori1izes endeavors spanning. brand partnerships. medi:t. 

invesunent s and philanthrop y.'" Coverick Deel. Ex . 2. SC30 states that it seeks to patlner with , 

and invesl in. organiza1io11s that will bring strong. financial retums and amplify Curry's brand. See 

Cove 11ck Deel. Ex. 3. 

"Sponsorship Fees") 10 SC30 as follows : S 1.000 000 upon c,crn 11011 of the \ g1cc111c111 

each ycm n 11rnx111111111 o f l\\cnl) .. ,en 1cc 110111, ." fo1 ,,h 1cl1 ("1111; cou ld he w,kcd to. 11111011g othc 1 

1l1111g, p.u1tc1pmc 111 pct ,0 11al and \ uttu,I np >C<trnncc, J,hoto ,hooh toi the J!lll ~,e t\l Clt!&II 1 

Case 22-11068-JTD Doc 19971 Filed 07/10/24 Page 4 of 11 

Agreeme nt § 4. 

8. Under section 5(B) of the Agree ment . 

vhe1eb) Blod.foho ,,ou ld depo,1t mto Cuffy ·~ FTX com excha11~c 

accorntl S'.'00.000 per yem III cryp1ocunenc1e,;; ofCun1 ··, choo.-..111,g Instead of making a payment 

in cryptocurrency. Blod.foho al,o could male a pa\lnen1 l"'t]Ual 10 the cn1 ,1oc,u1~11c) 

com 1en..,a1ton m ca.,h Agreemenl § 5(8) . 

9. Prepetition . Blockfolio paid a total of $6 million in Sponsol'ship Fees and 

cryptoc urrency compensat ion under the Agreement. On Septembe r 14. 2021 . Block folio recei ved 

an invoice for the firs t $4,000 ,000 payment. and Block-folio paid SC30 the invoiced $4.000 ,000 011 

September 30, 2021. On July 18, 2022 , Blockfolio received an invoice for the second 51,000 ,000 

payment. which Blockfolio paid to SC30 on July 19, 2022 . L'11de1 the <1)ptoc1111enc) 

co1npe11~a11on pon1011 of1 he ;\ ~1ec!men1. • tacal o(SI aulboa 011 .\t1!<11SI 

27 2021 Debtor \\'est Realm ~Imes ~ctYtce, Inc . 011 behalf of Blockfoho . paid C11n,· s,oo.000 

111 ,,h it Ou Au!!ll\l 9, 2022. Blockfolio paid Cu1ry 1he followmg <.·1-:,p1ocune11c1e-.-.. 

,8 82 fTII . and 2 170 <;OJ "l uch a11101111tcd to $500.000 

5. COMPE 'SATION. 

A. In co nsideration of the rights and 
hereunder, Com 
($12 ,000 ,000) 
schedule: 
• $4,000 ,000 due upon the execution hereof; 

~ ii\ ~ 
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• $1 ,000,000 due one ( I) year following the Effective Date ; and 
• $1 ,000 ,000 due every three (3) months thereafter during the Tenn until the full 

Cash Compe nsation is paid. 

B. Every Contract Year Company shall pay to Consultant Five Hundred Thousand 
Dollar s ($500,000) in the cryp tocurrcncy or cryptoc urrencics of Talent 's choosing_and 
deposited into Talent's FTX/B lockfolio account , subjec t IQ any applicable restrictio ns 
on such c tocurrenc y or cryptocurrencies being transferred to Talent ""'..._·_,· ...,,,,..11.., 

"o nsatio11" provided to the extent Co mpan y cannot provide Crypto 
Compensation due to such applicable restricti ons, Company shall provide an amount 
equal IQ such CryplQ Compensa tion in cash, which shall be due with the next 

0oc,s;gnEnvoiopelOcA4s93~s!'2~ll.~3'1'fl'C'OOe 19972-1 Filed 07/10/24 Page 9 of 48 

installm ent of any Cas h Compe nsation. TI1e Cryp to Compen sation shall be due on the 
Effective Date for Con tract Year One , and on the first day o f each subseq uen t Co ntract 
Year in Contract Year Two and Contract Year Three. Notwithstanding the foregoing 
and for the avoidance of doubt , the Crypto Compensation paid in connect ion with each 
Contract Year shall remain in Talent's FTX/Blockfol io acco unt for twelve ( 12) months 
follow ing the initial deposit thereof and shall not be subjec t 10 forfeiture for any reason. 

C. In addition to the Cas h Compensation and Cryp to Compe nsatio n Consultant shall be 
entitled to receive common shares of FTX TRAD ING LTD on the terms outline d in 
the attached Exhibit A, incorpo rated herein for reference 

D. The Cash Compensanon shall be pa id b wire transfer to the bank account desigJ!lned 
b "SCJ 0 Inc ." and paid/wired as directed by invoice . The Cas h Compensation shall 
be payable in U.S. Dollars , provided upon notice to Compa ny, Consulta111 or Talent 
may request 1ha1 Company make any payment due hereunder in the cryptocurr~ or 
cryptocurrenc1es of ralent 's choice 11110 ralent 's I· rX , Blockfolio account subject to 
any applicable restric tions on suc h cryptocurrency or cryptocurrencies being 
tran sferred to Talent. Funhennore , if Consultant or Talent provides notice to the 
Company that Talent wants the Cash Compensation to be made to an alternate account , 
the Com pany shall follow such instructions of Consultant or Talent , as applicable. 

Clo<u5'gn ""'•- 10 A'5•~sl!'!rz! fldfflf~19972-1 Filed 07/10/24 Page 20 of 48 

On the Effective Date , Talent will recei, e from FTX TR/\OING LTD (the '"Issuer") 572 30 1 
shares of the common stock of Issuer the "Sha res " 

Vesting. One third (1/3) of the Shares will be vested upon issuance, one s ixth (116) of the Shares 
shall vest one year from the Effective Date , and the remaining one half (1/2) of the Shares will 
vest ratably on a daily basis over the first three years of the Tern, . Except as otherwi se set fonh in 
the Award Agreement or detennined by the Issuer , the Shares may not be transferred until vested, 
and vesting will cease and any then -unvested Shares (after taking into account any accelerated 
vesting , if any, that occurs i11 connection with such tennination ) will be cance lled upon tem1ination 
of 1he Agreement prior to expiration of the initial 3-year tenn. 

In the event of a change of control of the Company during the Tern,, including but not limited to 
a SPAC transaction , all of the then-unvested Shares will automatically vest, if and only if the 
Company or its successor tenninates this Agreement in violation of the pennitted tenninations 
pursuant to the Agreement as outlined in Section 11 oftliis Agreement. 

Talent acknowledges that the issuance of the Shares to Talent wi ll have tax consequences and 
Talent is responsib le for paying any taxes for which he is liable under applicable law with respect 
to the Shares . 

The Shares will be subject to the tenns set fonh in an award agreement between Issuer and Talent , 
in a fonn mutually agreed upon by Issuer and Tale nt (the "Aw1mf Agree111e11f'). 

https://storage.courtlistener.com/recap/gov.uscourts.deb.188450/gov.uscourts.deb.188450.19972.1.pdf


 
 

IX. Public Backlash and the Weaponization of 
Unhedged Short Positions 

The complete absence of a unified audit trail tracking order mis-marking, tokenized 
rehypothecation, and hidden institutional short interests has led to a complete 
breakdown of trust in market fairness. This opacity has catalyzed two dangerous 
phenomena: 

1. Vocal on Short Selling: Elon Musk have repeatedly called out naked short 
selling on public channels, what he terms the "Shortseller Enrichment 
Commission", utilizing social media to openly mock regulatory bodies (such as 
releasing promotional merchandise like "radiant red satin short shorts") to 
highlight criminal institutional short books. 

2. Catastrophic Sovereign Losses: Major institutional actors and global tech 
founders [i.e. Jim Chanos (Kynikos Associates); John Hempton (Bronte 
Capital Management Pty Ltd); George Nobles; Chase Coleman (Tiger Global 
Management); Phillippe Laffont (Coatue Management); Peter Thiel (Valar 
Ventures); Robert Citrone (Discovery Capital Management, LLC); David 
Saunders (K2 Advisors); Marc Andreessen, Ben Horowitz (a16z); Ravi 
Mhatre, Peter Nieh, Barry Eggers, Christopher Schaepe (Lightspeed Venture 
Partners); Micky Malka (Ribbit Capital); Paul Graham, Jessica 
Livingston, Robert Tappan Morris, Trevor Blackwell (Y Combinator); Scott 
Goodwin and Jonathan Lewinsohn (Diameter Capital Partners LP, Anchorage 
Capital Group, Apollo); Brad Gerstner (Altimeter Capital); Daniel Sundheim 
(D1 Capital Partners); Alfred Lin (Sequoia Capital); Teo Chee Hean (Temasek 
Holdings); Patrick Soon-Shiong (NantWorks & Nant Capital); Ken Griffin 
(Citadel LLC); Steve Cohen (Point72); Matt Huang, Fred Ehrsam (Paradigm); 
& Bill Gates] have suffered massive financial consequences from constructing 
unhedged short positions without transparent market visibility. Unhedged short 
exposure targeting 1% of Tesla's outstanding shares (initially valued as a $500 
million bet by entities associated with Bill Gates) ballooned into cumulative 
unrealized losses exceeding $10 billion as the underlying equity surged past 
$495 per share. 
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IN THE MATTER OF: TESLA STOCK SHORTING INQUIRY 

WITNESS: Bill Gates 

FORUM: Wall Street Journal Interview 

DATE OF RECORDING: May 4, 2022 

VIDEO SOURCE: WSJ Interview via YouTube 

EXAMINER INQUIRY & WITNESS RESPONSE SUMMARY 

[02:54] — Topic: Personal Conflict & Shorting Tesla Stock 

Inquiry: The examiner brings up Musk's recent critical public tweets 
directed at Gates, asking if they bother him, and directly confronts him 
with the underlying concern: "Are you shorting Tesla?" 

Gates Response: Gates states that the social media comments do not 
bother him. Regarding the short position, Gates pivots by stating it is 
simply a market reality that if a stock goes down, anyone shorting it makes 
money. He claims he has not closely followed whether the stock fell in the 
preceding month. 

ElonMusk O • 
@elonmusk 

¼.com 

Just want to that the Shortseller Enrichment Commission is doing 
incredible work. And the name change is so on point! 

4:16 PM · 10/4/18 

Elon Musk O • 
@elonmusk 

u can't sell houses u don 't own 
u can't sell cars u don't own 
but 
u *can• sell stock u don't own!? 
this is bs - short ing is a scam 
legal only for vestigia l reasons 

3:34 PM · 1/28/21 

Elon Musk O • @elonmusk • 7/2/20 
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Tesla will make fabulous short shorts in radiant red satin with gold trim 

0 4K U 10K Q 137K 11.i [::J .!, 

Elon Musk O • 
@elonmusk 

¼.com 

Will send some to the Shortse ller Enrichment Commission to comfort 

them throu gh these difficult times 

2:50 PM · 7/2/20 

¼.com 

http://www.youtube.com/watch?v=1U26mDriYDA
https://www.youtube.com/watch?v=1U26mDriYDA&t=174
https://x.com/elonmusk/status/1047943670350020608?s=46
https://x.com/elonmusk/status/1278762916326649863?s=46
https://x.com/elonmusk/status/1354890601649610753?s=46


 
 

Gates Position on Climate: Gates explicitly rejects the premise that 
holding a short or long position in Tesla functions as a benchmark or 
statement regarding an individual's seriousness about climate change. He 
notes that he personally dedicates billions of dollars to climate change 
innovation and commends Tesla’s historic role in the green transition, 
stating he has only positive things to say about Musk’s industrial 
contributions. 

 

WITNESS: Elon Musk (Chief Executive Officer, Tesla, Inc.) 

INTERVIEWER: Chris Anderson (Head of TED) 

DATE OF VIDEO PROCEEDING: April 14, 2022 

VIDEO SOURCE: Elon Musk live at TED2022 

EXCERPT TRANSCRIPT 

MR. CHRIS ANDERSON: Let me ask this... how can I say is... funding 
secured? 

MR. ELON MUSK: [28:18] At the time, Tesla was in a precarious financial 
situation, and I was told by the banks that if I did not agree to settle with 
the SEC, that they would... the banks would cease providing working 
capital, and Tesla would go bankrupt immediately. So that's like having a 
gun to your child's head. So I was forced to concede to the SEC 
unlawfully, those bastards. [28:48] And and and now that they... they say it 
makes it look like I lied, when I did not in fact lie. I was... I was forced to 
admit that I lied for... to save Tesla's life, and that's the only reason. 

MR. CHRIS ANDERSON: Given what's actually happened... given what's 
actually happened to Tesla since then, though, aren't you glad that you 
didn't take it private? 

MR. ELON MUSK: [29:01] Yeah, I mean it's difficult to put yourself in the 
position at the time. Tesla was under the most relentless short seller 
attack in the history of the stock market. Uh, there's something called 
"short and distort," um, where the barrage of negativity that Tesla was 
experiencing from short sales on Wall Street was beyond or belief. Tesla 
was the most shorted stock in the history of stock markets. [29:33] This is 
saying something. 

So, you know, this was affecting our ability to hire people. It was affecting 
our ability to sell cars. It was... uh, they were... yeah, it was terrible. Um, 
yeah, they wanted Tesla to die so bad they could taste it. 

~ ii\ ~ 
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http://www.youtube.com/watch?v=cdZZpaB2kDM
http://www.youtube.com/watch?v=cdZZpaB2kDM&t=1698
http://www.youtube.com/watch?v=cdZZpaB2kDM&t=1728
http://www.youtube.com/watch?v=cdZZpaB2kDM&t=1741
http://www.youtube.com/watch?v=cdZZpaB2kDM&t=1773


 
 

MR. CHRIS ANDERSON: Well, most of them have paid the price. 

MR. ELON MUSK: [29:49] Yes, where are they now? 
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Whole Mars Catalog O @wholemars. 4/22/22 X A Ian Miles Cheong O $ @ianmiles · 9/11/23 ¾ 
So apparently Bill Gates hit up @elonmusk to discuss "philanthropy on W Bill G_ates says El~n_Musk was 'super mean' to him follo~i ng Tesla short 
climate change " but Elon asked if he still had a half billion dollar short pos1t1on. In my opinion you cannot be mean enough to 8111 Gates. 

position on $TSLA. 

Bill said he hasn't closed it out, so Elon told him to get lost. No idea if 
this is true lol 

< ... 
~t,>d\..t:I\ 01c vc1 y 1111..,1c:,:, 1vc, 

720 on Wednesda y to be clear 

To, y 

Sorry to say I haven't closed it 
out. 

I would like to discuss 
philanthropy possibilities. 

Q 1.4K U9.6K 0 50K 

Just landed. -YHttnlr; 112 PU 

Oo you Stoll have a halt b1lhon 
dollar short posrt,on against 
Tesla? 

1hilanthrop y poss ibilit ies. 

Sorry, but I cannot take your 
philanthropy on climate change 
ser10usly when you have a 
massNe short pas1t1on against 
Tesla, the company doing the 
most to solve climate change . 

From rebelnews.com 

0475 tl,752 

Elo n Musk O • :. 
@elonmusk 

0 6.1K 

Just so that the public understands: 

1li1 867K 

¾.com 

• 

Whol e Mars Cata log O @wholema rs • 4/22/22 

@elonmusk is this real lol 

0 Taking out a short position against Tesla , as Gates did , results in the 
highest return only if a company goes bankrupt! 

0 81 U 462 C) 9K 11,1 

Elon Musk O • 
@elonmusk 

¾.com 

Gates placed a massive bet on Tesla dying when our company was at 

one of its weakest moments several years ago. Such a big short position 
also drives the stock down for everyday investors. 

To the best of my knowledge , Gates •still • has that massive bet against 

Yeah, but I didn't leak it to NYT. They must have got it through friends of Tesla on the table. Someone should ask him if he does . 

friends. 

I heard from multip le people at TED that Gates stil l had half billion short 

against Tesla, which is why I asked him, so it's not exact ly top secret. 

The lack of self-awareness and hypocrisy of Gates who had the nerve 
to ask me to donate to his mos t ly window-dressing environmental 

causes, while simultaneously aiming to make $500M from Tesla 's 

demise, boggles the mind ... "" 

11:12 PM · 4/22/22 5:12 PM · 9/11/23 · 2.7M Views 

Alex O @alex_avoigt • 5/28/24 

, By constantly shorting Tesla for years the fund of Jim Chanos has lost 
96% of its value from $6bn in 2008 down to $200m in Nov 2023. 

Never bet against Elon. 

056 t.1.128 <:)1.6K 

Elo n Musk O • 
@elonmusk 

11,1 217K 

¾.com 

It's not just that he would short Tesla, he would also push false stories 
about Tesla in the media, who performed for him like circus poodles! 

12:28 AM · 5/29/24 · 139 K Views 

http://www.youtube.com/watch?v=cdZZpaB2kDM&t=1789
https://x.com/elonmusk/status/1517702987359133696?s=46
https://x.com/elonmusk/status/1701342980114706613?s=46
https://x.com/elonmusk/status/1795673608737718467?s=46


 
 

 

SUBJECT: SHORTING TESLA STOCK / ENVIRONMENTAL 
INCONSISTENCY CLAIMS 

INTERVIEW TRANSCRIPT 

WITNESS: BILL GATES 

DATE OF INTERVIEW: June 2, 2022 

INTERVIEWER: Hugo Travers (HugoDécrypte) 

[13:46] MR. TRAVERS: So this is a telephone emoji, so let's discover 
basically what's, uh, what's behind. So it's a text message discussion 
between you and Elon Musk, so the owner of Tesla, and recently, uh, 
Twitter. The screenshots were leaked, leaked on Twitter, and Elon Musk a 
few days ago, as you know, confirmed this discussion happened. 

[14:07] In this chat, Elon Musk said that he can't work with you on financial 
philanthropic projects because you were shorting on Tesla, basically trying 
to make profit with a fall of Tesla's stock price. And Elon Musk sees this as 
contradictory to the desire to fight, uh, climate change, as you say you 
should support Tesla as an electric development. First of all, do you think 
he's right? And then, most importantly, how do you handle the fact, as, as 
a billionaire, you might want to fight for causes, whatever they are, like 
climate change, but at the same time, you might want to make your money 
grow through investments? 

[14:36] MR. GATES: Well, Tesla's not short of capital, and Tesla's done a 
fantastic job. The cars are great. Uh, I give, give a lot more money to 
climate change than, uh, Elon or, or anyone else. 

[14:52] Uh, I give lots of philanthropic dollars, I back companies. You 
know, electric car, cars are about 16% of emissions, so we also need to 
solve that other 84%. But, you know, he's done a great job, but 
somebody's shorting his stock doesn't slow him down or hurt him in any 
way. 

Transcription of the relevant segment of the audio/visual recording 
provided via YouTube Link: Bill Gates - L'interview face cachée, extracted 
specifically at the requested timestamp location of [13:46] through 
[15:15]. 
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http://www.youtube.com/watch?v=s0T9-i4HXr4&t=826
http://www.youtube.com/watch?v=s0T9-i4HXr4&t=847
http://www.youtube.com/watch?v=s0T9-i4HXr4&t=876
http://www.youtube.com/watch?v=s0T9-i4HXr4&t=892
http://www.youtube.com/watch?v=s0T9-i4HXr4
http://www.youtube.com/watch?v=s0T9-i4HXr4&t=826
http://www.youtube.com/watch?v=s0T9-i4HXr4&t=915
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Whole Mars Catalog O @wholemars • 7/2/24 

Suck my balls 

¼ • Teslaconomics O @Teslaconomics · 12/9/24 

• This is why it's a big- to Bill Gates since day 1 $TSLA 

"' • ValueAnalyst @ValueAnalyst1 • 7/2/24 

What do you say to $TSLA bears? 

094 U62 

Elon Musk O • 
@elonmusk 

01.BK 1l,1189K 

¼.com 

Once Tesla fully solves autonomy and has Optimus in volume 
production, anyone still holding a short position will be obliterated. Even 
Gates. 

11:09AM · 7/2/24 · 1.6M Views 

Michael A. Arouet O @MichaelAArouet · 12/16/25 ¼ U Fun fact: if Bill Gates hadn't listened to Warren Buffett and hadn't sold 
his Microsoft shares to diversify, he would be the world's first 
trillionaire, worth twice as much as Elon. 

What do we learn from this story? 

Total net 
Rank Name worth $ VTD change 

1 Elon Musk $638 B +$205B 

2 Larry Page $265 B +$96 .8B 

3 Sergey Brin $246 B +$88.2B 

4 Jeff Bezos $246 B +$6.99B 

5 Larry Ellison $238 B +$46 . 1 B 

6 Mark Zucker berg $229 B +$21 .58 

7 Bernar d Arnault $2 02 B +$26 . 1B 

8 Steve Ballmer $ 166 B +$19.08 

9 Jensen Huang $ 153 B +$39 .08 

10 Warren Buffett $ 152 B +$10 . 28 

01.5K U1.4K 0 23K d,I 3.1M C:J .1, 

ElonMuskO • ¼.com 
@elonmusk 

Bill Gates placed a massive short bet against Tesla of - 1% of our total 
shares, which might have cost him over $108 by now 

10:27 AM· 12/17/25 · 2.4M Views 

AfJlir. Elon Musk 

Just so that the public understands: 

Taking out a short position against Tes la. as 

Gates did. results in the highest return only if 

a company goes bankrupt' 

GJtes plJced a mJssive bet on Tesla dying 

when our comp,my was at one of its weilkest 

moments several years ago. Such a big short 

position also drives the stock down for 

everydcJy investors. 

To the best of my knowledge. Giltes ·still" hils 

that massive bet against Tesla on the table. 

Someone should ask him if he does. 

The lack of self-ilwareness and hypocrisy of 

Gates who had the nerve to ask me to donate 

to his mostly wimlow-dressing erwironme11tal 

causes. while simultaneously aiming to make 

$500M from Tesl;i's demise. boggles the 

mind. ~ 

0158 U420 

Elon Musk O• :. 
@elonmusk 

0 3.7K 11,1 223K 

¼.com 

If Tesla does become the world's most valuable company by far, that 
short position will bankrupt even Bill Gates 

1:44AM · 12/10/24 · 2.1M Views 

https://x.com/elonmusk/status/1808156026123829599?s=61
https://x.com/elonmusk/status/2001313302882951496?s=61
https://x.com/elonmusk/status/1866373389528826058?s=61


 
 

 

 

 

 

 

 

• Tesla Owner s Silicon Valley O @teslaownersSV • 11/15/25 

Dang, Bill is covering his $TSLA short & 

- Barchart O @Barchart · 11/15/25 

Bill Gates Foundation dumped 65% of its Microsoft $MSFT position 
for a total of $8.8 Billion Q g Wu t? "" • • 

GATES FOUNDATION TRU ST 

---•-••----•--"'•--PIJlll,. ... •-•- ... •-.. --, ..... -----•----• ···--·-·-

----='------- -==---- -- ··--- -- t-.:...---~ .. -
046 U128 

Elon Musk O • :. 
@elonmusk 

\?1.9K 1lo1 361K 

%.com 

If Gates hasn't fully closed out the crazy short position he has held 
against Tesla for -8 years, he had better do so soon 

6:53 AM · 11/16/25 · 4.4M Views 

I 

Yup 

X Freeze O @XFreeze · 2/16/26 
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Epstein was desperately spamming invites, trying to get Elon to the 
island, using every connection he had 

Elon had to blocklist him at the SERVER LEVEL (S) 

That 's how badly Elon wanted zero contact with Epstein - completely 
blacklisted from SpaceX 

-1~-------,.... c..atlt ....... _.._._..,.,...... .... __ ~~----.,.,......,._~...,"" 

01K 

flUJ-.- 11ttni11u11 ""'_.,....,,.....,_,_,..., __ 
~SO-S IO....,_~ 

U 3.4K <:? 27K 

Elon Musk O • ;. 
@elonmusk 

1l,11.8M 

¾.com 

That really made him upset. After I ghosted him, Epstein went on a 
massive campaign to short Tesla and got Gates to short 1% of Tesla 
stock when the market cap was $408. As far as I know , Gates still has 
the short open. 

Someone should ask him how that's wo rking out 

2:46AM · 2/16/ 26 · 4 .3M Views 

https://x.com/elonmusk/status/1990025554129719694?s=46
https://x.com/elonmusk/status/2023302989872771110?s=46


 
 

Short-selling is fundamentally defined by an extreme, asymmetrical risk curve: while a 
long investor's maximum loss is strictly capped at 100% of their initial capital, an 
unhedged short position faces theoretically infinite upside liability. When retail platforms 
like Gemini Earn concurrently lock up nearly a billion dollars in customer funds due to 
unsecured institutional lending failures by entities like Genesis, it becomes clear that the 
systemic cost of unmapped short exposure is invariably offloaded onto the public. 

X. Explicit Recommendations for Enhanced Data 
Standards under File No. S7-2026-12 

To address these vulnerabilities and protect the integrity of the U.S. financial system, 
the SEC must update the Consolidated Audit Trail rules to include the following 
mandates: 

• Stricter Algorithmic Audits on Short-Sale Marking and Riskless Principal 
Processing: The Commission must mandate daily automated verification 
routines within the CAT system to programmatically cross-check firm execution 
records against actual clearing settlements. Broker-dealers processing client 
orders on a riskless principal basis must be restricted from using internal logic 
that delays aggregate inventory updates. All "child order" execution legs must 
report and update position engines in real time, regardless of whether 
institutional underlying clients request deferred or "roll-up" data reporting. 

• Mandatory Integration of Tokenized Securities and Cross-Chain 
Swaps: The CAT must systematically capture all digital assets, stablecoin pairs, 
and tokenized stock certificates tracking national market system (NMS) 
securities. Any offshore or onshore entity utilizing "riskless principal" routing to 
issue asset-backed tokens must be subjected to real-time transaction reporting. 

• Elimination of the Broker-Dealer Reporting Shield: Quantitative investment 
vehicles and market-makers utilizing internal broker-dealer licenses must be 
stripped of reporting exemptions. They must face identical 48-hour disclosure 
windows when accumulating significant stakes, and all short positions must 
require clear pre-borrow verification before execution. 

• Transition to Open-Source, Non-Proprietary Identifiers: In alignment with 
current retail advocacy filings submitted under the Financial Data Transparency 
Act (FDTA) (File Number S7-2024-05), the Commission must replace restrictive, 
copyrighted CUSIP identification systems with an open-source, non-proprietary 
data architecture. Proprietary identification networks allow institutions to mask 
synthetic rehypothecation loops across alternative trading systems; a public, 
uniform tracking framework is required to bring total clarity to short accounting. 
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Executive Conclusion: Systems Risk, Synthetic Leverage, and Shadow 
Network Exposure 

The collective empirical data, statutory disclosures, and internal multi-brokerage ledgers 
mapped between 2003 and 2023 reveal a systemic breakdown in legacy reporting 
frameworks. Traditional oversight systems fail to capture a massive network of cross-
border parallel ledgers and synthetic derivatives, which has exponentially inflated 
institutional operational exposure from a baseline of $26.8 quintillion up to an 
unprecedented $1.187 sextillion. To mitigate catastrophic liquidity distortions and 
protect retail market structures, the Consolidated Audit Trail (CAT) must be structurally 
modernized to ingest the following empirical realities: 

1. The Proliferation of Shadow Networks and Off-Market Capital Funnels 

• Epstein / JPMorgan Revenue Engine: Internal Private Banking records show 
that the relationship with Jeffrey Epstein and his primary client, Leslie Wexner, 
generated over $4.5 million in revenue in 2003 alone, fueled entirely by 
complex foreign exchange (FX) transactions, options, total return swaps, and 
structured products managed across specialized ISDA/GIO desks. 

• The $100 Billion Asset Target: Behind-the-scenes structuring from 2011 to 
2013 for Bill Gates' proposed "Super Donor Advised Fund" (Project 
Molecule/Nucleus) reveals plans to use JPM as a fiduciary to ingest complex, 
unlisted "funky assets." The financial roadmap explicitly targeted a scale of $100 
billion in assets within two years of launch, establishing minimum entry 
contributions of $100 million per donor. 

• Offshore Legal Funnels: Corporate operations actively utilized custom-built 
shell structures—such as Crypto Currency Partners II, LLC—designed explicitly 
to "funnel" assets away from transparent regulatory visibility, while foundational 
entities like FTX orchestrated massive multi-billion-dollar liquid flows (e.g., 
executing a single transfer of 1,764,040 BNB and over $1.071 billion 
BUSD directly to Binance). 

2. The Decoupling of 1:1 Physical Hedging and Sub-Ledger Netting Evasion 

• The 13(f) Disclosure Disconnect: Regulatory filings reveal that prime brokers 
routinely run immense synthetic exposures that completely detach from physical 
holdings. For example, statutory dockets show Credit Suisse reporting 2,088,120 
physical shares of Baidu (BIDU) while running a synthetic swap exposure 
of 6,968,500 shares for Archegos. Similarly, Goldman Sachs held 2,754,520 
physical shares of Discovery A while maintaining an active client swap 
exposure of 7,531,577 shares. 

• Internalized Market Control: Prime brokers weaponized internal sub-ledgers to 
net long and short client positions to zero outside of the lit market. Internal 
trading desk admissions confirm total price manipulation, acknowledging that 
asset prices would not be anywhere near their public valuations without synthetic 
manipulation ("We were literally the market"). 
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https://storage.courtlistener.com/recap/gov.uscourts.deb.188450/gov.uscourts.deb.188450.29872.0.pdf
https://storage.courtlistener.com/recap/gov.uscourts.deb.188450/gov.uscourts.deb.188450.29872.0.pdf
https://www.justice.gov/epstein/files/DataSet%2011/EFTA02708994.pdf


 
 

3. Statutory Evasion and Short-Position Exposure 

• The Delta One Threshold Loophole: Risk management logs from major desks 
(e.g., Nomura) demonstrate deliberate threshold manipulation. When a client's 
swap capacity reached 9.50% of an entire outstanding corporate 
issuer (Viacom), managers deliberately artificially capped physical ownership 
at 5.5%. They bypassed the mandatory 10% statutory disclosure 
threshold and public trading restriction lists by routing the remaining delta 
through unlisted, cash-settled offshore swaps. 

• Concentrated Short Exposure Risks: Broad public and institutional short 
exposure tracking remains highly opaque. Corporate asset dumps—such as the 
Bill & Melinda Gates Foundation Trust shedding 65% of its Microsoft (MSFT) 
position for $8.8 billion —coincide with massive, multi-year directional short 
bets against high-volume equities (e.g., a -1% total share short bet against 
Tesla resulting in more than $10 billion in theoretical exposure). 

Final Synthesis of SEC Comment Data and Regulatory Mandates for 17 CFR § 39.5 

The SEC comment data, bankruptcy court records, and regulatory enforcement dockets demonstrate that 
the current information collection parameters under 17 CFR § 39.5 (OMB Control No. 3038-0097) fail to 
capture the realities of modern derivatives market structure. Evaluating the safety and risk profile of swap 
clearing submissions requires the CFTC to look beyond isolated DCO balance sheets and directly address 
systemic vulnerabilities exposed across legacy and digital clearing pipelines. 

Key Empirical Findings from SEC and Regulatory Data: 

• Synthetic Leverage and Evasion of Ownership Thresholds: SEC filings reveal that 
institutions routinely utilize ISDA total return swaps to construct massive, concentrated 
equity exposures while evading public disclosures. Archegos expanded its net asset value 
from $3.4 billion to $23 billion with gross portfolio exposure exceeding 610% across 6 prime 
brokers and 4 non-prime broker counterparties. On Form 13F-HR filings, institutions 
reported minimal physical shares despite holding multi-million-share synthetic swap 
positions, as demonstrated by Credit Suisse's Baidu holdings (2.08M physical shares vs. 
6.96M swap exposure) and Goldman Sachs's Discovery A holdings (2.75M physical shares 
vs. 7.53M swap exposure). 

• Order-Marking Corruption and Audit Trail Deficiencies: Regulatory enforcement actions 
underscore how miscoded order markings corrupt systemic risk data. Citadel Securities 
mis-marked millions of short sales as long and long sales as short over a five-year period 
due to automated riskless principal roll-up logic errors. Similarly, Robinhood Securities mis-
marked over 15 million short sales as long and 4.5 million orders as short exempt between 
2019 and 2023. CAT baseline data further shows riskless principal trading concentrated 
heavily on specific venues like Cboe EDGX (677.3 million shares / 36.70% market share), 
driven by exchange volume-tier rebate incentives. 

• Unbacked Tokenized Swaps and Regulatory Arbitrage: Offshore synthetic platforms 
exploited ownership thresholds to issue unbacked stock tokens. FTX and CM-Equity AG 
issued synthetic equity tokens with zero external asset backing, relying on a 9.9% minority 
corporate stake to evade consolidated oversight. This structural opacity contributed to 
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bankruptcy claims reaching an unprecedented $1.187 sextillion in the FTX bankruptcy 
dockets. 

• DCO Resiliency via Full Collateralization: In contrast, LedgerX's fully collateralized DCO 
architecture successfully protected $480 million in participant margin deposits ($70.1 million 
cash, $410.6 million digital assets) and enabled the evacuation of $69 million in cash 
custody during the Silicon Valley Bank collapse. 

Final Actionable Recommendations for the CFTC 

To ensure that the mandatory swap clearing review process under 17 CFR § 39.5 is structurally sound, the 
Commission must adopt the following regulatory requirements: 

1. Mandate Aggregated Cross-Counterparty Reporting: DCOs must collect and report 
clearing members' aggregate gross swap positions across all bilateral ISDA master 
agreements and prime brokers to eliminate multi-venue exposure blind spots. 

2. Enforce 1:1 Physical Collateral Audits for Tokenized Instruments: The CFTC must 
require DCOs submitting synthetic or tokenized equity swaps for clearing determination to 
verify 1:1 physical custodial backing and audited multi-signature reserve arrangements. 

3. Require Network Session Port Separation for Riskless Principal Orders: To preserve 
order-marking integrity, DCOs and SDRs must mandate physically distinct network 
execution ports for riskless principal and proprietary swap legs. 

4. Recalibrate the PRA Burden Hours Under OMB Control No. 3038-0097: The CFTC's 
estimate of 40 hours per submission across 24 DCOs (960 annual burden hours) must be 
revised upward to reflect the complex forensic data verification necessary to evaluate 
modern multi-venue swap clearing risk. 

Conclusion 

Extending OMB Control No. 3038-0091 without addressing off-balance-sheet swap loops, synthetic 
tokenization, sub-ledger netting evasion, and automated order mis-marking undermines the statutory 
purpose of CEA Section 4d(f) and Dodd-Frank Section 724(a). The CFTC must modernize 17 CFR Part 22 
to ensure real-time, comprehensive oversight of cleared swaps customer collateral across traditional and 
digital financial architectures. 

Without these updates, the new taxonomy risks providing a "regulatory wrapper" for a system that remains 
fundamentally exposed to hidden, sextillion-dollar liquidity cliffs. We urge the Commission to ensure that 
this guidance is paired with the technical mandates necessary to secure the structural integrity of the global 
markets. 
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Respectfully submitted, 
Conan Mak (Former Domino’s Pizza Franchisee) 
Global Retail Market Participants & The Apes Together Strong Movement 
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Kevin O'Leary aka Mr. Wonderful O @kevinolearytv · 1/1/24 

Wow verbal diarrhea! No value here 

e , , t!)wS @applearegreen · 1/1/24 

Binance own FTX Nov 2019 , How Long Equity Theft thru 57 
Tokenized Stock if Value are $0? Maybe FTX Analyst w/ Docs Can 
Help Whom #NakedShorts @elonmusk @jack @ryancohen 
@CEOAdam or minimum Help @GaryGensler @GurbirGrewalNJ 

@LisaMonaco ~ Custody Cash/Stock? restructuring.ra.kroll.com ... 
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Comprehensive Master Chronological Timeline 

Phase 1: Traditional Banking Infrastructure & Early Shorting Strategies 
(2003–2013) 

• October 8, 2003: JP Morgan Private Bank issues an internal briefing outlining 
financial advising services for Jeffrey Epstein, focusing on utilizing leveraged 
structures like options and total return swaps (TRS) to optimize yield and mask 
direct market exposure. 

 

 

 

 

Case 1:22-cv-10904-JSR Docume nt 242-25 Filed 07/25/23 Page 2 of 3 

Subject: NEED YOUR HELP PLEASE - TONIGH~ 

From : mar cus . sheridan@jpmorgan.com 

Date: Wed, 08 Oct 2003 22:19 : 57 +0000 

To : "l'lary rieth/jprnchase" 

----- Forwarded by Marcus Sher i dan/JPMCHASE on 10/08/2003 06 : 19 PM ----­

Jeffrey Eps1ein (Tad -- 1his is your edi1ed version) 
Jeffrey Epstein is a financial advisor to several very large clients, and works with multiple institutions to invest on 
behalf of his clien1s. Our investment revenue is derived primarily from FX trades done between Epstein and Laurie 
Cameron. Epstein invests in FX for his own account and for Les Wexner (chaim1an of Limilcd Brands). It is unlikely 
that Epstein would be interested in a discretionary IM account managed by JPM. He also has direct access to most 
hedge funds and private equity opportunities. and has shown limited interest in accessing those through JPM. He has 
helped us source several managers including Glen Dubin and steve salmnn. Future investment revenue opponunittes 
are: continued FX trJdmg. rcvcrse-inqmry structured products. and opportumstic fixed income and \!quity ideas using 
le, eragcd structures such as options and totnl return swags. 
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Con,ertible arbitrage is an e~ample or a relathe value strateg) Another example or this 
strategy is where the Capital tructure Fund acquire, a long posiuon on an issuer's debt 
which is hedged b, an ofTsemng po,mon on another securil\ on the same cap11al structure 
A relati,e ,alue trade also ma) invol,e the use or other instruments (such as a credit 
default swap) in conjunction with the long positions 'This strategy also could be merscd 
at time,. 10 center around a shon position in the os,uer's debt, hedged "ith omening long 
po,ition, 

Com-ertthle Arb11rage Strategy 

The Capital ll\Jcture Fund's con,cnible arbitrage strateg) consists ofbu)ong. selling and 
trading con, enible securities, typically including hedgmg a pomon or the nsk inherent in 
such secunues Con,en1ble hedgmg combines the use or other instruments in 
conjunction "ith a comcniblc securit) "'ith a ,iew to controlling risk "'hile seeking 
cap11al gains Con,emble securities ma, be hedged b, selling shon ;ome or all of the 
common stocl. issuable upon con,ers,on or such securiue,_ orb e,tablishing ··s} ntheuc 
"1on po,llions throujlh den,atl'cs and options transacuons 

I Judson Ba) Capital "''II employ a variety or convenible arbitrage trading and in,estment 
strategics ror the Cap11al ll\Jcture Fund The pnmary objecu,e or such trading is to 
profit from mispricing.s an<I anomalies bcl\,een and among the ,arious instruments 
traded, seel.ing to e~ploit a relati,el) small perce,, ed spread on any gi,en trade The 
successful identification ofmispriced securities and contracts requires expertise in 
assessing the relati,e ,alucs or different but related instruments 

The value or a security is I nOuenced by a number or charactcnsucs, including credit 
qualtty, ,olatility, liquidity and "borrowab11ity." as \\CII as "corporate event" risk (e.g,, 
change or control transacuons) In order to mitigate these risl.s, I Judson Bay Capi1al 
uulizcs fundamental credit research along "ith quantitative analysis and modeling in 
making imes tments "i th regard t.o the equity and fixed income components of any 
panicular im estment 

-rm, J'r,m1111m" ('o111-emhle, 

\ t t1mc-s in the life C\ clc of a com cmblc or c-qu11, -hnl.ed rn,1rumcnt 1ha1 rn,trumcnt "111 
1rade a1 a ,aluauon near 10 1he marl...ct ,aluauon of1he equ11~ into ,,h1ch 11 comerh This 
ma) be due to the underl)•ng cqull) trading abo,c the cffecti,c con,cNon price, the 
occurrence or ccnain COfJ)Oftlte or marl.et C\ em,, limited a-ailability orborro"able 
shares for hedgmg purposes. structural or regulator) issues and/or other fact~ As a 
result. I Judson Ba) C'ap11al ma) enter into a long position 1n ~uch com cn,blc or equit) -
linl.ed in!>trumen1 and a shon pos1uon 1n the under! mg equui tand po,s1bl) incorporate 
other hedging method,) uch trades ma) pro,fde a cash Oo" arbilra~e opponunit, . a 
>)nthcuc ton the related C<!UII or ma) be uuhzed as an '!_<IUII subsutuuon ,eh1clc 
(unhedged or not fully hedged) in a directional trade 
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