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1.  Foreword 
1.1. Basis of preparation 
This report has been prepared by the Joint Provisional Liquidators (“JPLs”) of FTX Digital Markets Ltd. (In 
Provisional Liquidation) (the “Company” or “FTX Digital”) for the purpose of providing a second interim report to the 
Commercial Division of the Supreme Court of The Commonwealth of The Bahamas (“The Supreme Court of The 
Bahamas”). All currency amounts in this document are expressed in United States (“US”) dollars (“USD”) unless 
otherwise noted.  

1.2. Disclaimer 
This is the JPLs’ second report detailing their activities to The Supreme Court of The Bahamas to date. The report 
is prepared and submitted by the JPLs to the Supreme Court for the purpose of providing information regarding the 
work undertaken by the JPLs since the first report. 

Neither the JPLs, Lennox Paton, any member firm of PricewaterhouseCoopers International Limited (“PwC”) (each 
member firm of which is a separate legal entity), nor any of their employees, professional advisers or agents 
("Professional Parties") will be responsible for any loss, damage, liabilities or claims arising from the use and/or 
reliance on this report. None of the Professional Parties accept any liability or assume any duty of care to any third 
party (whether it is an assignee or successor of another third party or otherwise) in respect of this report. The JPLs 
are acting as agents of the Company, without personal liability.  

In preparing this report, the JPLs have relied upon the limited and incomplete available information from the 
Company’s current and former management and directors and the Company’s books and records. This information 
is subject to ongoing investigation. Except where specifically stated, the JPLs have not sought to establish the 
reliability of the sources of information presented to them by reference to independent evidence. Any prospective 
financial analyses presented in this report are based on estimates and assumptions, and projections of uncertain 
future events, including judgements made by the JPLs, based on the limited information available at the time. The 
JPLs' work in relation to this provisional liquidation is ongoing and accordingly actual results may vary from the 
information provided in this report. No representation of any kind (whether expressed or implied) is given by the 
JPLs as to the accuracy or completeness of the information. The JPLs reserve their right to amend or supplement 
this report in due course.  

1.3. Privacy Statement 
In providing liquidation services, Lennox Paton, PwC and the JPLs may collect or obtain personal data about 
individuals associated with the Provisional Liquidation for the purposes of undertaking certain activities relevant to 
the liquidation, such as compliance with applicable laws and regulations (e.g., AML, FATCA, CRS, etc.) and 
distributions to stakeholders. We encourage stakeholders to periodically review the privacy statements on the JPLs’ 
respective websites to learn more.  
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2.  Appointment & purpose 
2.1. Appointment of the JPLs 
On 10 November 2022, the Securities Commission of the Commonwealth of The Bahamas (“SCB”) presented a 
winding up petition against FTX Digital and suspended its licence to operate from the Commonwealth of The 
Bahamas (“The Bahamas”) as a digital asset business. FTX Digital is a wholly owned subsidiary of FTX Trading Ltd 
(“FTX Trading”), a company incorporated in Antigua and Barbuda (“Antigua”). 

Following the presentation of the petition, at a hearing on 10 November 2022, The Supreme Court of The Bahamas 
appointed Mr Brian Simms KC of Lennox Paton as Provisional Liquidator and ordered that FTX Digital be placed 
into provisional liquidation. On 14 November 2022, Kevin Cambridge of PricewaterhouseCoopers Advisory (The 
Bahamas) Limited (“PwC Bahamas”) and Peter Greaves of PricewaterhouseCoopers Limited (“PwC Hong Kong”) 
were also appointed by The Supreme Court of The Bahamas as additional Provisional Liquidators. Copies of the 
appointment orders of the JPLs (together, the “JPL Orders”) are available to view and download in the Document 
Library on the website portal: 

Case website portal: https://www.pwc.com/bs/en/services/business-restructuring-ftx-digital-markets.html 

2.2. Powers of the JPLs 
The JPLs are Court-appointed Officers; acting as agents and without personal liability and are authorised to act 
jointly and severally. Under Section 199(4) of the Companies (Winding Up Amendment) Act, 2011 (the “Winding Up 
Act”) the JPLs are authorised to take any action that is considered appropriate and expedient to maintain the value 
of the Company’s assets, whether owned or managed by FTX Digital or to carry out the functions for which the JPLs 
were appointed, which include those powers stated in Part I (with sanction of The Supreme Court of The Bahamas) 
and Part II of the Fourth Schedule of the Winding Up Act. 

Under the terms of the JPL Orders, executive authority of the incumbent management of the Company ceased, 
except insofar as the JPLs sanction their continuance, and accordingly sole responsibility for the management of 
the affairs, business and assets of the Company vests in the JPLs. 

2.3. Purpose of the report 
The purpose of this report is to provide an outline of the steps taken by the JPLs since the first report in the discharge 
of their duties. Alongside this the JPLs have included relevant background to the Company’s current financial 
position and highlighted selected key issues which may impact on the final outcome for the estate. In producing this 
report, the JPLs are not waiving any legal privilege whatsoever in relation to legal advice they have received. 

 

 

 

 

 

 

 

 

 

 

 

https://www.pwc.com/bs/en/services/business-restructuring-ftx-digital-markets.html
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3.  Executive summary 
3.1. Key activities since first report 
Since the first report, the JPLs obtained Chapter 15 recognition from the Delaware Bankruptcy Court of The 
Bahamas Provisional Liquidation as a foreign main proceeding (“Chapter 15 Recognition”) and received court 
sanction of the Cooperation Agreement signed with the Chapter 11 Debtors from the Delaware Bankruptcy Court 
and The Supreme Court of The Bahamas (the “Cooperation Agreement”).  

Regrettably, despite the entry into the Cooperation Agreement, the JPLs have faced numerous obstacles and lack 
of cooperation from the Chapter 11 Debtors. In particular, the Chapter 11 Debtors have sought to assert interests 
in and/or claims over USDT stablecoins which the Cooperation Agreement expressly provided that the JPLs would 
control. The Chapter 11 Debtors have also denied the JPLs full access to data to which the JPLs are entitled 
pursuant to the Cooperation Agreement. Further the Chapter 11 Debtors have interfered with the JPLs’ efforts to 
monetise and lead the liquidation process of FTX Property. The JPLs’ requests for access to the email, slack chat 
and google drive messages of FTX Digital employees remains unfulfilled which in turn is hampering the JPLs’ 
abilities to discharge their fiduciary duties to their estate and stakeholders including the customers of FTX Digital. It 
is also unclear whether the AWS data provided by the Chapter 11 Debtors is complete. The JPLs are still hopeful 
that the Chapter 11 Debtors will comply with the terms of the Cooperation Agreement and are awaiting a response 
from the Chapter 11 Debtors in this regard. Unfortunately, the stance taken by the Chapter 11 Debtors in the 
adversary proceeding against FTX Digital and the JPLs in the Delaware Bankruptcy Court (the “Adversary 
Proceeding”), discussed more in depth herein, suggests otherwise. 

Under the Cooperation Agreement and prior to the recent deterioration in relations with the Chapter 11 Debtors, the 
JPLs received from the Chapter 11 Debtors certain platform trading data for FTX International (the “Platform”). An 
initial review of that platform trading data, alongside previous analysis performed by the JPLs of FTX Digital’s books 
and records has highlighted that: 

1. The platform itself did not appear to classify FTX International customers as customers of any single FTX 
entity; 

2. From January 2022 onwards, FTX International customers began depositing USD and subsequently other 
currencies and were directed by the platform website to send the funds to a bank account in FTX Digital’s 
name; and 

3. There was limited accounting for intercompany transfers of customer money from bank accounts held in 
FTX Digital’s name to bank accounts operated by Affiliates, but of $15bn in fiat deposits made by customers 
to FTX Digital, $5.6bn was transferred to FTX Trading and $2.1bn to Alameda. 

Separately, through their investigations, the JPLs have identified Line of Credit agreements (“LOCs”) issued by FTX 
Digital to customers of the International Platform granted credit facilities to trade beyond the balance of their account. 
We understand that as part of the migration, an exercise was carried out to contact customers with existing LoC’s, 
requiring them to execute revised terms with FTX Digital as the counterparty and that acceptance was a condition 
of a continuing line of credit.  The JPLs have to date identified a number of such LoCs signed by customers and 
understand that there are more examples in FTX Digital’s records held by the Chapter 11 Debtors. The foregoing 
information supports the JPLs’ belief that the migration of customers to FTX Digital had occurred. These documents 
had been requested specifically by the JPLs but were not included or referenced in the information provided by the 
Chapter 11 Debtors until after the JPLs filed evidence of their knowledge of the existence of LoCs in the name of 
FTX Digital, and then only two examples were provided.  

The review of the platform data, along with the other factors highlighted in our first report (such as the  pre-13 May 
2022 Terms of Service, the 13 May Terms of Service and Customer Migration programme) lead the JPLs to believe 
that FTX Digital was the key counterparty with which many FTX International customers interfaced from May 2022 
onwards (aside from certain exclusions to the customer population where separate regulatory perimeters may have 
applied, including Australia, Japan and Turkey). 

The JPLs have further identified material volumes of customer withdrawals ahead of the petition date in The 
Bahamas that may be subject to claw back claims as antecedent transactions. These include withdrawals 
immediately prior to the petition date and withdrawals by FTX ‘controlled’ users and accounts. Where FTX Digital 
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was the counterparty to these customers, the JPLs may be the only party that is able lawfully to pursue clawback 
claims for the benefit of customers and creditors. 

On 9 March 2023, the JPLs wrote to the Chapter 11 Debtors to inform them of their intention to file an application 
for Directions (the “Directions Application”) to The Supreme Court of The Bahamas in connection with the 
Provisional Liquidation of the FTX Digital estate. The Application addresses several legal issues that are 
fundamental to the progress of the Provisional Liquidation and in identifying customers/creditors and potential 
beneficiaries of assets to which FTX Digital is entitled.  

The draft Directions Application attached to this Report and shared with the Chapter 11 Debtors, included a request 
for directions from The Supreme Court of The Bahamas in respect of the following matters: 

1. The parameters of the FTX Digital estate;  

2. The rights and obligations of the JPLs in relation to FTX Digital;  

3. Who are FTX Digital’s customers;  

4. The nature of the rights and obligations of FTX Digital’s customers; 

5. The relationship of customers of FTX DM to each other and other creditors and stakeholders of FTX Digital 
including the applicable counterparty in respect of perpetual futures contracts.  

These issues are fundamental to the further progress of FTX Digital’s Provisional Liquidation in order to, among 
other things, determine, who are FTX Digital’s customers and for creditors views to be ascertained.  

In response, to being given notice of the Directions Application and in breach of the Cooperation Agreement and 
the automatic stay afforded to the JPLs under the Chapter 15 recognition order, on 19 March 2023 the Chapter 11 
Debtors filed an adversary proceeding against FTX Digital and the JPLs in the Delaware Bankruptcy Court (“the 
Adversary Proceeding”). The Adversary Proceeding was filed on the night before the hearing of the JPLs’ application 
in the Bahamas Court (of which the Chapter 11 Debtors were given notice) for leave to seek, if necessary, from the 
Delaware Bankruptcy Court relief from the automatic stay in the Chapter 11 cases so that the Directions Application 
could proceed unhindered in the Bahamas Court. The Adversary Proceeding seeks a declaratory judgement that 
FTX Digital has no ownership interest in any of the Debtors’ property and that any transfers to or through FTX Digital 
were fraudulent and voidable. The JPLs filed a motion to dismiss this proceeding on 8 May 2023 arguing that the 
Adversary Proceeding should be dismissed entirely.  More specifically, the JPLs argued that: (a) the entire complaint 
must be dismissed as void because it violated FTX Digital’s automatic stay, (b) the fraudulent transfer counts were 
improperly pled and unsubstantiated and therefore should be dismissed, (c) all the claims against the JPLs should 
be dismissed as the JPLs themselves are not the proper defendant, and (d) the declaratory judgment counts should 
be dismissed in favour of the proceeding to be commenced in The Bahamas pursuant to the JPLs Directions 
Application.  The Chapter 11 Debtors will have an opportunity to respond and the JPLs an opportunity to reply to 
any such response.  No hearing date for this matter has yet been set. 

On 20 March 2023, the JPLs obtained an Order from The Supreme Court of The Bahamas sanctioning the JPLs’ 
application to the Delaware Bankruptcy Court to seek relief, if necessary, from the automatic stay in the Chapter 11 
cases and it was stated that determination of these issues is fundamental to FTX Digital’s liquidation progressing 
The JPLs’ primary position, as explained to The Supreme Court of The Bahamas Court, was that the Directions 
Application did not violate the automatic stay. However, out of an abundance of caution the order permitted the 
JPLs to seek relief from the automatic stay if the Delaware Bankruptcy Court determined that it applied.  The 
Directions Application was necessitated in part, by the fact that the Chapter 11 Debtors contended that filing the 
Directions Application would be in breach of the Chapter 11 automatic stay. That said, the Chapter 11 Debtors 
appeared by counsel at the hearing before the Supreme Court of The Bahamas on 20 March 2023 and did not 
object to the sanction sought by the JPLs or claim that the Directions Application was a breach of the automatic 
stay. 

Consequent upon the Order of The Supreme Court of The Bahamas of 20 March 2023, on 29 March 2023, the JPLs 
filed a Motion in the Chapter 11 proceedings for an order that the Chapter 11 automatic stay does not apply to the 
Directions Application, alternatively for relief from the stay to allow the JPLs to file the Directions Application (the 
“Motion to Lift Stay”). In response, the Chapter 11 Debtors objected to the Motion to Lift Stay, to which the JPLs 
filed a response with the Delaware Court on 12 May 2023, ahead of a hearing to consider this and other matters on 
17 May 2023.  This hearing, including the JPLs’ Motion to Lift Stay, has now been rescheduled to 8 June 2023. 
Subject to Delaware Court approval of this motion, the JPLs will seek to file the Directions Application to resolve 
key matters in the FTX Digital estate as referred to above. 
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iii. The Chapter 11 Debtors filed the Adversary Proceeding on 19 March 2023 against FTX Digital and 
the JPLs as referred to above.  

iv. On 20 March 2023 upon The Supreme Court of The Bahamas finding that the determination of the 
issues raised by its officers, the JPLs, in the proposed Directions Application were fundamental to 
the progress of the Provisional Liquidation of FTX Digital the JPLs were sanctioned to seek 
confirmation and/or approval from the Delaware Bankruptcy Court in the Chapter 11 Proceedings 
that the JPLs’ proposed Directions Application would not constitute a breach of the automatic stay 
in the Chapter 11 Proceedings in favour of the Chapter 11 Debtors. Alternatively, if the Delaware 
Bankruptcy Court was of the view that the Directions Application, would, if issued, constitute a 
breach of the automatic stay, The Supreme Court of The Bahamas sanctioned the JPLs to make 
an application to the Delaware Bankruptcy Court for relief from the automatic stay in order to avoid 
any risk of a finding by the Delaware Bankruptcy Court that the JPLs and/or the Company were in 
breach of the automatic stay.  

v. On 29 March 2023, the JPLs filed the Motion to Lift Stay as referred to above. 
vi. On 8 May 2023 the JPLs filed a Motion in the Chapter 11 to dismiss the Adversary Proceeding or, 

in the alternative, to abstain from ruling on counts I-IV. 
vii. The JPLs filed a Reply to the Debtors claim that FTX Digital has breached the automatic stay on 

12 May 2023. 
viii. The JPLs are in the process of preparing an application to be filed shortly to obtain the sanction of 

The Supreme Court of The Bahamas for leave to sell certain assets of FTX Digital which are 
deemed to be depreciating assets including motor vehicles, golf carts, computer equipment and 
certain office equipment. 

The JPLs continue to participate in the Chapter 11 proceedings when deemed necessary in the best interest of FTX 
Digital estate. For more detail in relation to the Chapter 11 and Chapter 15 proceedings and a full list of motions 
filed before the Delaware Bankruptcy Court in relation to the Chapter 11 and Chapter 15 proceedings, please review 
section 7 of this report. 

The Cooperation Agreement, Chapter 15 Recognition Order and response to the Adversary Proceeding are 
attached to this report and available on the case website. 

The Directions Application 
From the outset of their appointments, the JPLs have actively sought (i) to identify which persons or entities were 
or are FTX Digital’s accountholders, customers, and creditors; (ii) to determine the legal relationship between FTX 
Digital and those who are identified as such; and (iii) to recover assets for all FTX Digital stakeholders, to be 
distributed in accordance with Bahamian law and procedure. These issues relating to the identification and 
protection of FTX Digital’s accountholders, customers, and creditors (the “Non-U.S. Law Customer Issues”), are 
highly complex and turn on key questions of the laws of the Bahamas, Antigua & Barbuda, and/or England. One 
key determination is the effect of the planned novation and migration of customers from FTX Trading to FTX Digital.  

Therefore, as this Court is aware, the JPLs wish to file the proposed Directions Application in this Court in 
accordance with their statutory duties. Because none of the Non-U.S. Law Customer Issues involve U.S. law, and 
none of the parties affected are U.S. entities or citizens, the JPLs are hopeful that the Delaware Court will conclude 
that these issues are best resolved by this Court, being the Court with control of the Provisional Liquidation as a 
main proceeding as opposed to the Delaware Bankruptcy Court whose only involvement with FTX Digital is pursuant 
to its recognition of the Bahamas Provisional Liquidation as a foreign main proceeding pursuant to Chapter 15 of 
the US bankruptcy code.  This Court has already held that resolution of “the issues raised by [FTX Digital’s] officers, 
the JPLs, in the proposed [Application] is fundamental to the progress of the provisional liquidation of [FTX Digital] 
in this Honourable Court”.  A copy of the Order of the Court dated 20th March 2023 is attached. 

Given the importance of prompt resolution of the Directions Application the JPLs actively sought to engage the 
Chapter 11 Debtors in discussions around coordinated, efficient, proceedings to resolve the Non-U.S. Law 
Customer Issues. On March 15, 2023, the JPLs, their counsel, John Ray III, and counsel to the Chapter 11 Debtors 
held a virtual telephonic conference. The call began constructively, however, it soon became unproductive.  The 
Chapter 11 Debtors noted that FTX Digital was the only FTX entity that was not falling in line with their agenda. 
They said that the mere filing of the Directions Application would send a “torpedo” into the Chapter 11 Cases, and 
that the Chapter 11 Debtors would never consent to any jurisdiction other than the U.S. to resolve any Non-U.S. 
Law Customer Issues. While sensitive to the Chapter 11 Debtors’ concerns, the JPLs explained that, as court-
appointed fiduciaries, they are duty-bound to serve FTX Digital and their home court of The Supreme Court of The 
Bahamas and cannot abdicate their duties in deference to the professionals of an affiliated entity. The JPLs 
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reiterated their view that the best path forward would be to work together and agree to a consensual protocol to 
coordinate the resolution of all issues regarding customer migration and the rights and obligations related thereto. 
Because the Chapter 11 Debtors insisted that all Antiguan, Bahamian and English law issues should not be resolved 
at all, or should all be resolved by the Delaware Bankruptcy Court at some unspecified future time, there was no 
further engagement on any consensual protocol for a coordinated resolution of outstanding legal issues.  
Notwithstanding their numerous disputes with the Chapter 11 Debtors, the JPLs are focused on maximising 
realisations and distributions to customers and thus will continue to explore possible paths to resolve all or some of 
the issues without litigation and the related costs and expenses related thereto. 

3.4. Data collection and investigations  
On 13 February 2023, as part of the Cooperation Agreement, the Chapter 11 Debtors provided the JPLs with access 
to the FTX International platform database. This database contained over 40 terabytes of data and some data tables 
included over 10 billion transaction records pertaining to users, accounts and transaction activity. Since providing 
this information, the Chapter 11 Debtors have declined to provide the remainder of the information to which FTX 
Digital is entitled which is in the possession of the Chapter 11 Debtors. This includes Email, Google Drive and Slack 
data for employees of FTX Digital. The JPLs still do not have access to this data at the time of submitting this report. 

The JPLs performed an analysis of the FTX International platform records to profile the information contained within 
it. This allowed the JPLs to better understand the types of customers and their balances at the date of insolvency. 
Alongside this profiling, investigation work has been conducted to determine how customers might be attributed to, 
or interact with, different FTX entities. The conclusion that the JPLs have reached is that from early 2022, many 
users were directed to deposit fiat currency into bank accounts that were operated by FTX Digital, and from May 
2022, users were migrated to FTX Digital, save in respect of a small minority of services which FTX Trading still 
provided. These platform records were shared under a Non-Disclosure Agreement entered into between the JPLs 
and the Chapter 11 Debtors and consequently, the JPLs have not included any specific datapoints from the platform 
records within this publicly available Court Report. 

Work remains ongoing in respect of Platform data reconciliation and the JPLs will be guided by The Supreme Court 
of The Bahamas’ determination of the issues encompassed by the Directions Application. 

3.5. Next steps 
There are still a number of key areas which require further work in order to recover assets and return monies to 
customers and creditors. In section 9 we set out these proposed next steps. 

The JPLs note that the Winding Up Act does not require them to conduct periodic hearings or report to The Supreme 
Court of The Bahamas, but in acknowledgement of the significant public interest in this case, it is proposed that the 
JPLs next report is submitted to the Supreme Court of The Bahamas by no later than 9 August 2023, the return 
date for the winding up petition. 

The JPLs and their advisors are considering options regarding the Chapter 11 Debtors, and various and continuing 
breaches of the Cooperation Agreement, which may include litigation in the Delaware Bankruptcy Court and/or the 
Supreme Court of The Bahamas.
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4. Asset recovery and preservation 
4.1. Recovery of value from FTX Property  
The JPLs identified 41 properties with a total acquisition price of $256m conveyed in the name of FTX Property 
Holdings Limited (“FTX Property”) or in the name of individual employees of FTX Digital. FTX Property did not 
operate a bank account and based on a review of the books and records, the JPLs have concluded that all property 
purchases, operating and maintenance costs were financed by FTX Digital prior to insolvency. FTX Digital is 
potentially the only, or at least the largest, creditor of FTX Property. 

The Cooperation Agreement 

By the Cooperation Agreement the Chapter 11 Debtors and the JPLs agreed that the disposition of the real property 
held by Bahamas-based FTX Property would be managed by the JPLs and therefore, upon approval of the 
Cooperation Agreement by the US Bankruptcy Court, the FTX Property Dismissal Motion (previously filed by the 
JPLs) would be dismissed with prejudice.   

On 25 January 2023, the Chapter 11 Debtors filed a Motion to Approve the Cooperation Agreement [Docket No. 
578]. On 9 February 2023, the US Bankruptcy Court entered an Order approving the Cooperation Agreement 
[Docket No. 683]. On 27 February 2023, the JPLs withdrew the FTX Property Dismissal Motion [Docket No. 772] 

The Cooperation Agreement sets out the shared goal of the JPLs and Chapter 11 Debtors in maximising the 
recovery to the customers and creditors of each estate. This includes maximising the recoverable assets at each 
estate and returning value to the appropriate estate. The Cooperation Agreement provided that either a liquidation 
proceeding with respect to FTX Property would be opened in The Supreme Court of The Bahamas to run 
concurrently with the pending Chapter 11 case of FTX Property or the Parties would determine another mutually 
acceptable arrangement for the sale of the applicable properties free and clear of claims against such properties. 
Specifically, in respect of FTX Property, the JPLs agreed with the Chapter 11 Debtors that the JPLs would take the 
lead in managing the properties, determining the appropriate strategy for the monetisation of the properties, 
identifying buyers and conducting the marketing process, provided that the strategy, as well as the buyers and deal 
terms recommended by the JPLs, was subject to approval by the Chapter 11 Debtors (such approval not to be 
unreasonably withheld or delayed). 

To that end, the JPLs prepared the necessary documentation for the issuance of a Statutory Demand, and Winding 
Up Petition over FTX Property. On 14 February 2023 the Statutory Demand was served on the registered office of 
FTX Property. Service was objected to by the Chapter 11 Debtors as being a violation of the automatic stay, even 
though the Cooperation Agreement expressly contemplated a winding up by the Supreme Court of The Bahamas 
and the service of a statutory demand was a condition precedent to such a winding up. While the JPLs disagreed 
entirely with the Chapter 11 Debtors position on this matter, in the spirit of cooperation, the JPLs agreed to rescind 
the Statutory Demand with the understanding that the Debtors would engage in discussions to commence the 
agreed upon liquidation proceeding in The Bahamas. However, since this time the Chapter 11 Debtors have not 
engaged in discussions regarding the commencement of a liquidation proceeding and limited progress has been 
made to obtain control over the real estate. The JPLs’ intention is to market and sell the properties as contemplated 
by the Cooperation Agreement and they will, if necessary, seek the assistance of the Supreme Court of The 
Bahamas Court to do so. Some of the property purchases were not completed at the time of the JPLs’ appointment 
and the JPLs are considering the strategy in relation to these with a view towards maximising recoveries for 
customers and creditors. The JPLs hope to present the strategy for the sale of all the properties and seek the 
Debtors’ agreement for the process to proceed. The JPLs have taken steps to confirm that the necessary running 
costs of the properties, including insurance, are current.   

In the interim, the JPLs continue to preserve the value of the assets held by FTX Property in The Bahamas, by 
arranging for security, maintenance, repairs, utilities and insurance, funded by FTX Digital. 

The JPLs have had discussions with vendors regarding the completion of incomplete property acquisitions and 
appropriately credentialled real estate agents regarding optimal strategies to maximise value from real estate 
assets. While those discussions have been fruitful, there has been a recent delay triggered by the unannounced 
interference by the Chapter 11 Debtors in The Bahamas. The JPLs are presently seeking to discuss the matter with 
the Debtors in the coming weeks with a view to reaching a practical resolution. 
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4.2. FTX Digital Motor vehicles & chattels 
The JPLs have completed the vehicle fleet appraisal process. Valuations have been obtained from 2 independent 
appraisers. The JPLs require the sanction of the Supreme Court of The Bahamas in order to commence selling 
assets. As substantially all of the motor vehicles, IT and office equipment are depreciating, the JPLs are in the 
process of filing an application for sanction from the Court in order to sell these assets. 

The JPLs invited offers from local dealerships and bulk equipment purchasers in respect of these assets and will 
advertise locally for sale to ensure an appropriate level of price discovery. The JPLs continue to insure the 
Company's vehicle fleet however seek to recover a portion of the associated costs at the end of the insurance policy 
period as vehicles are sold and secured. 

4.3. Other FTX Digital assets 
A residential property in The Bahamas held in the name of Allan Joseph Bankman and Barbara Helen Fried in Old 
Fort Bay was paid for by FTX Digital. This property was voluntarily returned by Allan Joseph Bankman and Barbara 
Helen Fried to the control of FTX Digital.  The JPLs are assessing the next steps to preserve, maintain and ultimately 
realise value for the estate of FTX Digital. 
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Data collection and investigations 
4.4. FTX International platform data capture 
On 13 February 2023, as part of the Cooperation Agreement, the Chapter 11 Debtors provided the JPLs with access 
to two database snapshots for the FTX International Platform. These databases contained the majority of records 
relating to the FTX International Platform’s operations and transaction history, including (but not limited to) the 
details of users, trading accounts for each user, the coin balances within each account, fiat and cryptocurrency 
deposit and withdrawal records, and trading records. The database snapshots were taken after the FTX 
International platform was made unavailable to users by the Chapter 11 Debtors, and effectively represents its ‘end 
position’ after activity ceased.  

Upon receiving access, the JPLs’ technology specialists moved a copy of the database to a secure analytics 
environment. This analytics environment was then used to interrogate the data in order for the JPLs to gain an 
understanding of the various user profiles and positions on the FTX International platform, as well as respond to 
third party requests for information.   

Due to the size of the databases, which exceeded 10 billion rows for some database tables, certain technical steps 
were required to be performed in order to transform/modify the data into a format that would enable efficient analysis 
and interrogation. Please refer to the below for analysis of platform data. 

4.5. Cooperation with Chapter 11 Debtors around device imaging 
On 15 February 2023, as part of the Cooperation Agreement and upon the request of the Chapter 11 Debtors, the 
JPLs facilitated access to Alameda devices for imaging by representatives of the Chapter 11 Debtors. Although not 
licensed to operate in the jurisdiction, Alameda operated from The Bahamas sharing the FTX Digital offices. In 
addition to the device imaging, the JPLs handed over paper files for Alameda stored in the FTX Digital offices. 

4.6. Capture of other data sources 
Following the exchanges of data described above, the JPLs continued discussions with the Chapter 11 Debtors in 
order to agree the detailed process for how other data in their control would be shared with the JPLs. The JPLs’ 
primary goal was to obtain a copy of any Google Email, Google Drive and Slack data for employees of FTX Digital, 
during the time they were employed by FTX Digital, as these were considered to contain critical and relevant 
information to the provisional liquidation process.   

Following initial discussions, on 27 February 2023 representatives of the Chapter 11 Debtors informed the JPLs 
they could not provide this data due to legal privilege. The JPLs have queried the legal rationale for such an illogical 
position especially in light of confidentiality provisions having already been agreed. The Debtors have yet to provide 
an answer. At the time of the report the JPLs still do not have access to key records belonging to FTX Digital, 
including (but not limited to):  

• Email and Slack correspondence between FTX Digital Employees and external parties dealing with FTX 
Digital (users of the FTX International platform, suppliers and others);  

• Document repositories containing employment contracts, loan contracts and other legal documents where 
FTX Digital is a counterparty; and 

• Information related to users of the platform - such as records of KYC processes completed by FTX Digital 
when onboarding new users or uplifting existing ones. 

Per the terms of the Cooperation Agreement, discussions are ongoing with the Chapter 11 Debtors to obtain the 
FTX Digital data in the Chapter 11 Debtors’ control. 

4.7. FTX International Platform analysis 
Following receipt of the database of the FTX International Platform the JPLs performed data analysis of key record 
sets obtained. The Platform refers to the technology solution that FTX International used to provide its core 
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exchange trading service to its customers. Key components of the Platform included i) a front end – both in a web 
version as well as smartphone app versions, ii) an order-taking and matching engine, and iii) a core set of python 
code / Application Programming Interfaces (“APIs”) that performed functions not related to the order-taking and 
matching engine (e.g. account management, deposits and withdrawals). 

FTX International’s stated position was that it was an exchange platform provider only, and not a risk taker or 
counterparty to trades. As such, the Platform’s primary mechanism to generate revenue was taking a fee percentage 
for all trades performed on the Platform.  This operated through the concept of ‘makers’ and ‘takers’ – whereby the 
maker was the party (user) person originally placing an order, and the taker was the party (user) person 
accepting/matching against it. Both the maker and the taker were charged a percentage of any traded volume as a 
fee, with maker fees generally being lower. 

The objective of the targeted analysis was to obtain an overview of users on the Platform, along with their ending 
balance positions and other activity. The targeted analysis involved reviewing data tables from the main Platform 
database (the primary record store of the Platform), based on those that appeared relevant to the core information 
sought.  Additionally, where required, a review of the Platform code, already in the possession of the JPLs was 
performed to better understand how the Platform used/interpreted data and presented it to users through its 
interface. 

 The purpose of this analysis was to: 

● Understand, and quantify, the users, accounts and coin balances that existed on the Platform at its end of 
life; 

● Identify what user groups existed on the Platform - for example third party trading users, versus FTX 
employees, versus related parties or FTX-controlled accounts;   

● Understand the timeline of activity, particularly fiat and crypto deposits and withdrawals, in the lead up to 
the closing of the Platform; and 

● Identifying any information that supported a determination as to which FTX entity users may be attributed, 
including information relating to the migration of customers from FTX Trading to FTX Digital. 

The AWS Main database contained over 400 different data tables and over 10 billion records. Within the Platform, 
both fiat and cryptocurrency tokens were considered as ‘coins’. The Platform defined a list of coins that could be 
stored / traded, and there were 702 available coins at the end of life of the Platform. Each account on the Platform 
had its own form of ‘wallet’ (“Platform Wallet”).  This should not be confused with traditional cryptocurrency wallets 
that involved key management. The Platform Wallet effectively stored the balance of all coins (fiat and 
cryptocurrency) for each account and allowed users to exchange these for actual fiat or cryptocurrency through 
various withdrawal mechanisms.  A user’s Platform Wallet would also be used to calculate things like how much 
they could trade and their collateral for open positions. Key (preliminary) findings from the analysis of the Platform 
includes: 

● While the Platform had many “users”, the vast majority of these did not have, nor had, any account balances 
or deposit or withdrawal activity. Furthermore, a small percentage of users held most of the account 
balances on the Platform;    

● The Platform did not appear to classify users as belonging to any single FTX entity. Within the Platform, it 
does appear some logic was used to split out certain groups (such as FTX Japan customers or FTX EU 
customers), however this was not relevant to the majority of users; 

● From January 2022 onwards, Platform users depositing USD were directed to send the funds to a bank 
account in FTX Digital’s name. Later in 2022, deposit instructions for other fiat currencies were also changed 
to instruct customers to send funds to bank accounts in FTX Digital’s name. As noted above, from May 
2022 the Terms of Services were amended to specifically refer to FTX Digital as the provider of the vast 
majority of services on the FTX International Platform; 

● There was limited accounting within the Platform, and there appears to be no reconciliation between the 
aggregate amount of customer balances on the Platform, and actual fiat or cryptocurrency held by FTX 
International. The impact of this is that there is no easy way to link, or trace, the balances reported as being 
held by users to the actual assets held under the control of FTX International; and 
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● There appears to be a significant number of FTX ‘controlled’ users and accounts on the Platform. Many of 
these had negative balance positions, suggesting that these accounts may have withdrawn, or traded with, 
funds they never owned. It is also unclear why FTX entities would have balances on the Platform, given the 
exchange was purportedly not engaging in trading activity.   

FTX International offered the facility for users to obtain loans in USD from the Platform. It is understood these Lines 
of Credit (“LoC”) were granted by way of legal agreements between FTX and users. Through their investigations, 
the JPLs have identified LoCs issued by FTX Digital to customers of the International Platform. The LoCs made 
credit facilities available to customers that allowed them to purchase digital securities in amounts beyond the fiat 
balance in their account. This information supports the JPLs’ belief and understanding that the migration of 
customers to FTX Digital had occurred. These documents were requested from the Chapter 11 Debtors but only 
two examples were provided and then only after the JPLs had made their filings disclosing their knowledge of the 
LoCs.  It would appear therefore that this evidence was withheld from production by the Chapter 11 Debtors, which 
underscores the potential for damage resulting from the Chapter 11 Debtors’ efforts to impede the JPLs’ review and 
investigation of FTX Digital’s information and data. An analysis of customer account balances identified many 
instances where an account’s coin balance was ‘negative’. Theoretically, users should not be extended into a 
negative balance position when trading, however the code appears to indicate that overrides were built into the 
Platform allowing some users to trade when in a negative balance (i.e. overdrawn) position. The impact of this is 
that users with negative balances may have never deposited these coins (via other trading activity), and therefore 
there will likely be an asset shortfall in aggregate. 

Recreating user transaction and holding statements is complicated by the fact that the Platform recorded balances 
as a single static field. This field was updated/overwritten as functions within the Platform impacted upon it. There 
is no single transaction table that records all transactions that may have affected a user’s balance. For example, to 
reconcile a user’s balance, it requires querying the fiat deposits and withdrawals tables, crypto deposits and 
withdrawals tables, the loans table and the fills table. All these transactions are then added together to reconcile 
their aggregate amount to the current balance. With respect to other functions that might affect a user’s balance, it 
is understood the Platform allowed other profit-making activities (outside trading), like ‘loaning’ out funds to other 
users. These should have resulted in profit and loss to users’ accounts and would have affected their balances. We 
could not identify on the Platform any records showing how much money was in fiat bank accounts, nor any 
reconciliation activity between user’s aggregate coin balances and fiat bank account balances. It therefore appears 
that there was limited tracking to ensure fiat bank account balances (of customer monies) matched what was 
recorded as being owed to customers in the Platform Wallets. Cryptocurrency deposits and withdrawals were much 
more automated than those for fiat, as the platform handled most of the processing and transfer functions. 

In order to be in a position to adjudicate claims based on users’ closing balances, it is envisaged that the following 
steps will be required: 

● Step 1: Verification of ending balance and transaction history 

● Step 2: Determine any transactional adjustments required to calculate the final balances for claims 

● Step 3: Determine repayment priority and pools 

Work remains ongoing in respect of Platform data reconciliation and will be guided by the Directions Application. 

4.8. Employee interviews 
The JPLs have broad discovery powers to conduct examinations of former employees or other persons of interest 
in the pursuit of their objectives. The JPLs have continued to conduct interviews of former employees and 
stakeholders to substantiate views of matters critical to the execution of the Provisional Liquidation and will continue 
to seek to recover information and support understanding on key issues in this way as appropriate. 

4.9. Regulatory enquiries 
The JPLs have been requested by a number of regulatory bodies to provide information related to users of the 
platform. The receipt of these requests, and provision of information, is confidential and ongoing.   
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5.  Conduct of Provisional Liquidation 
5.1. Customer claims update 
Through the creditor portal launched on 13 December 2022 (https://digitalmarketsclaim.pwc.com), the JPLs have 
invited customers of FTX Digital and third party claim holders with potential claims against FTX Digital to register 
their contact information. The JPLs have circulated updates to those who have registered contract addresses and/or 
appear in the records of FTX Digital as customers. The JPLs have noted a material increase in customer 
registrations following the second email communication to customers in April/May 2023. 

Since the JPLs notified FTX Digital’s customers of their ability to register any potential claims on the Claims Portal 
on 5 January 2023, the JPLs have received a total of 46,922 comprised of 45,878 Individual customer claims, 958 
Institutional customer claims and 86 Trade Creditor claims.  

The JPL team responds to enquiries from customers and creditors each day. The majority of requests relate to 
requests for balance and transaction statements. The JPLs are not presently in a position to provide holding or 
transaction statements to individual customers and will first need to clarify key matters in the Directions Application. 
The JPLs also anticipate the need to coordinate with the Chapter 11 Debtors to ensure that consistent information 
is available to customers. The JPLs will need to implement a process for secure customer identification verification 
customers in any event before such information can be made available. 

5.2. Other matters 
FTX Digital made 95 donations (to the value of $5.4m) to local charities and community organisations in The 
Bahamas between 1 January 2021 and the insolvency. Some of those charities have written to the JPLs to offer the 
return of funds to the estate. The JPLs are in the process of liaising with the charities requesting an accounting of 
the sums received and confirmation of any remaining balances held. 

 

https://digitalmarketsclaim.pwc.com/
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6. Financial updates 
6.1.  Available liquidity 
The JPLs have taken custody of the funds held with BCB, Deltec Bank, Equity Bank and Fidelity Bank. These funds 
have been credited to accounts in control of the JPLs. A high level summary of the subsequent payments and 
receipts of the estate against general estate cash is set out below. 

 USDm 

General estate cash at 14 November 2022  21.5 

Professional fees from the JPLs, primary counsel and financial advisers include: 

• PricewaterhouseCoopers network firms (“PwC”) $8.9m2 
• Lennox Paton (“LXP”) $3.1m3 
• White & Case (“W&C”) $5.2m 

Other professional fees include: 

• Foreign independent legal counsel $629k4 
• Foreign independent crypto expert $68k4 
• Foreign independent intellectual property expert $19k4 
• Hill and Hill $15k 
• BRF Chambers $6k  
• Olshan Frome Wolosky LLP $4k 
• Providence Law $2k  

Not all approved fees have been paid to date. The JPLs have remitted payments subject to 
availability of cash. 

(17.9) 

Payroll (0.9) 

Other estate commitments (0.9) 

General estate cash balance as at 30 April 2023 1.8 

Source: FTX Digital bank statements 

The disbursements relate to the legal and professional costs and estate costs associated with preserving and 
safeguarding the estate assets, such as insurance, maintenance and security. 

The JPLs have established cash management controls including rolling 13-week short term cash flow forecasts, 
purchase order and payment approval controls and AML treasury controls. Pursuant to the Cooperation Agreement 
between the JPLs and the Chapter 11 Debtors, costs of safeguarding and protecting the real estate held in the title 
of FTX Property are being separately recorded as a cost to the account of the estate of FTX Property. 

6.2. Cash at bank 
Since the last report, the JPLs gained control over sums held in accounts in the name of FTX Digital with BCB and 
Equity Bank. The JPLs continue to investigate the existence of further assets, or funds and to examine whether 
funds held by other parties, including Affiliates and Related Parties belong to FTX Digital. 

                                                      
2 for the period 14th November to 31st January 2023 
3 for the period 9th November to 31st January 2023.  
4 These amounts were invoiced in GBP, shown here in USD equivalent.  
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The status of funds held in the name of FTX Digital confirmed to date is set out below: 

Financial institution (USDm) Total Recovered by the 
JPLs 

Civil forfeiture  

(DOJ) 

BCB Bank* 18.1 18.1 - 

Equity Bank* 26.7 26.7 - 

Fidelity Bank** 31.2 31.2 - 

Deltec Bank 0.3 0.3 - 

Moonstone Bank 50.0 - 50.0 

Silvergate Bank 93.2 - 93.2 

Total 219.5 76.3 143.2 

Source: FTX Digital bank statements 

*NB: The names of the banks holding these accounts were not previously disclosed pending transfer to the JPLs’ control, which 
has taken place since the 1st Court Report.  

**NB: The JPLs have control of these funds but use of some of the balances are restricted under the terms of FTX Digital’s 
regulatory licence. Part of the balance is also subject to a potential offset claim for pre-appointment credit card liabilities 

6.3. Statement of Affairs 
Pursuant to Order 6 of the Companies Liquidation Rules, the JPLs are in the process of preparing an indicative draft 
Statement of Affairs (“SoA”). This analysis continues to be inhibited by lack of access to the full books and records 
of the Company. 
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7. Legal proceedings  
As set out in the First Interim Report, the JPLs have and continue to retain Lennox Paton to act as primary local 
counsel in respect of the provisional liquidation proceedings before the Supreme Court and matters of Bahamian 
law. White & Case LLP continues to act as primary counsel relating to all US matters, including the Chapter 11 and 
Chapter 15 proceedings. 

The JPLs continue to engage other Bahamian, US and English counsel to assist on discrete legal issues. 

7.1. The Supreme Court of The Bahamas applications 
Since the First Interim Report, the JPLs have instructed and participated in the following applications and hearings 
before The Supreme Court of The Bahamas: 

Bahamas Court 
filing/hearing 

Description 

Sanction application On 6 February 2023, the JPLs filed an application seeking an order sanctioning the 
Settlement and Cooperation Agreement and the Confidentiality Arrangements 
Agreement dated 6 January and 30 January 2023 respectively, both of which were 
entered into between FTX Digital, acting by the JPLs and the Chapter 11 Debtors.  

Pursuant to an Order filed on 21 March 2023, the JPLs received the sanction of the 
Court relative to the Cooperation Agreement. 

Sanction application On 6 February 2023, the JPLs filed an application seeking an order for the unsealing of 
the Affidavit of Brian Simms KC and Summons for Directions both filed on 11 November 
2022.  

Sanction application On 7 February 2023, the JPLs filed an application seeking an order (i) permitting the 
JPLs to be indemnified out of any assets found to be held on trust for expenses incurred 
in carrying out any work in relation to any such trust assets and (ii) approving the rates 
of remuneration of the JPLs, their agents, assistants and attorneys (“Indemnification and 
Rate Approval Application”).  

Pursuant to an Order filed on 7 March 2023, the JPLs received the sanction of the Court 
relative to the Indemnification and Rate Approval Application.  

Attendance at hearing On 10 February 2023, the JPLs attended a hearing on the application of the SCB for an 
Order that the hearing of the Petition be adjourned to 9 August 2023 at 10:00am. The 
Court granted the Order sought by the SCB.  

Attendance at hearing On 14 February 2023, the JPLs attended a hearing on the application of Mr. Kurt Knipp 
for an Order that Mr. Kurt Knipp be recognized as the foreign representative of certain 
Chapter 11 Debtors in The Bahamas, namely, West Realm Shire Inc., West Realm 
Shires Services Inc., Alameda Research LLC, Alameda Research Ltd., Maclaurin 
Investments Ltd., Clifton Bay Investments LLC and FTX Trading Ltd. 

Sanction application On 10 March 2023, the JPLs filed the Fee Approval Application. Pursuant to an Order 
filed on 4 April 2023, the Court approved the payment by the JPLs of the remuneration, 
expenses and costs in the amounts of US$18,802,198.03 and £69,421.66 plus 
applicable taxes.  

Sanction application On 15 March 2023, the JPLs filed an application seeking the sanction of the Supreme 
Court to seek confirmation and/or approval from the Delaware Bankruptcy Court that the 
Directions Application was not a breach of the automatic stay in favour of the Chapter 
11 Debtors, or alternatively, if the Delaware Bankruptcy Court was of the view that the 
Directions Application, would, if issued, be in breach of the automatic stay, sanction of 
the Supreme Court to make an application to the Delaware Bankruptcy Court to lift the 
stay.  The application was necessitated in part, by the fact that the Chapter 11 Debtors 
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contended that the filing of the Directions Application would be in breach of the Chapter 
11 automatic stay.  

Pursuant to an Order filed on 21 March 2023, the JPLs received the sanction of the 
Court.  

Directions Application  Application for Directions on matters fundamental to the Provisional Liquidation of FTX 
Digital 

The JPLs are faced with a number of legal questions that are central to determining the 
appropriate approach to the Provisional Liquidation of FTX Digital.  Accordingly, the 
JPLs consider it appropriate to seek directions from the Supreme Court on how these 
matters should be determined.  In this regard, on 15 March 2023 the JPLs filed an 
application requesting the Supreme Court's permission for the JPLs to seek confirmation 
from the Delaware Bankruptcy Court that the proposed Directions Application that the 
JPLs wish to issue in the Supreme Court as soon as possible does not breach the 
automatic stay in the Chapter 11 proceedings, or to the extent that it does, to grant relief 
from the stay in order that there is no risk of the JPLs being accused of breaching US 
Bankruptcy law. 

The proposed Directions Application seeks directions from The Supreme Court of The 
Bahamas on the following issues: 

1. The parameters of the FTX Digital Estate 
2. The rights and obligations of the JPLs in relation to FTX Digital 
3. Who are FTX Digital’s customers? 
4. The nature of the rights and obligations of FTX Digital’s customers 
5. The relationship of customers of FTX Digital to each other, to other creditors and 

stakeholders of FTX Digital 
 
Immediately after the Directions Application has been issued, the JPLs will seek 
preliminary directions from The Supreme Court of The Bahamas on the procedure for 
determining the issues in the Directions Application, including making orders for 
representatives of stakeholders of FTX Digital (customers, creditors and others) to 
appear and make representations to the Supreme Court on the issues raised by the 
Directions Application. There will also be an opportunity for interested parties to file 
evidence, if so directed by the Supreme Court.  

 

Intended Sale of Depreciating Assets 
The JPLs also intend to shortly file an application seeking the sanction of The Supreme Court of The Bahamas to 
sell depreciating assets of the Company, namely, vehicles and office furniture and equipment.  

7.2. Chapter 11 proceedings 
Since the First Interim Report, the JPLs have filed various motions, declarations and notices with the Delaware 
Bankruptcy Court with respect to the Chapter 11 proceedings commenced by the Chapter 11 Debtors. Details of 
these motions are set out below. 

With respect to the Adversary Proceeding (which were filed after the contents of the Directions Application were 
made public), the Chapter 11 Debtors allege (without any specificity) that the creation and entire operation of the 
FTX Digital estate was an intentionally fraudulent scheme and that therefore, neither the recognized JPLs nor the 
Bahamian Court should be entitled to any deference, comity or good standing before the Delaware Bankruptcy 
Court. The JPLs’ US Counsel have advised that the Adversary Proceeding are, among other things, in direct 
violation of the Cooperation Agreement and FTX Digital’s own automatic stay which came into effect when the 
Delaware Bankruptcy Court issued the Recognition Order. The JPLs intend to defend the Adversary Proceeding 
vigorously which the JPLs consider to be in the best interest of the Estate. Indeed, as discussed in section 3.1 and 
more in-depth herein, the JPLs have already begun this process by moving to dismiss the Adversary Proceeding.  
The JPLs expect a hearing to take place on such motion to be held sometime in July. 

On 29 March 2023 (after receiving the sanction of The Supreme Court of The Bahamas to do so), the JPLs filed a 
Motion before the Delaware Bankruptcy Court for a determination that the Chapter 11 automatic stay does not apply 
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to, or in the alternative for relief from the stay in order that the Directions Application could be filed, unhindered, in 
The Bahamas.  The JPLs regard the Directions Application as particularly critical and at this stage will file the 
Directions Application in The Bahamas once the appropriate order is received from the Delaware Bankruptcy Court 
to do so. The Chapter 11 Debtors have filed an objection to this Motion and the JPLs have filed a reply in support 
of their motion, further discussed below.  The hearing on this Motion is scheduled to take place on 8 June 2023. 
 
Since the First Interim Report, the JPLs have filed the following declarations and motions with respect to the Chapter 
15 proceedings: 
 

US Court 
filing/hearing 

Description 

Chapter 15 
Proceedings 

Recognition of the Provisional Liquidation of FTX Digital Markets 

On 25 January 2023, the JPLs filed a Notice of Hearing on their Chapter 15 Petition to 
Recognize the Provisional Liquidation of FTX Digital Markets as a Foreign Main 
Proceeding [Case No. 22-11217, Docket No. 122]. 

On 15 February 2023, the US Bankruptcy Court held a hearing on the JPLs’ Chapter 15 
Petition. The US Bankruptcy Court granted recognition of the Provisional Liquidation of 
FTX Digital Markets as a foreign main proceeding and entered an order to that effect 
[Docket No. 129].  

The United States 
Trustee’s Examiner 
Motion 

 

Since the JPL’s first report, the JPLs participated in the adjudication of the United States 
Trustee’s Motion to Appoint an Examiner, seeking an order from the Delaware 
Bankruptcy Court to appoint an examiner who would investigate the allegations of fraud 
and the circumstances surrounding the Chapter 11 Debtors’ collapse (the “Examiner 
Motion”) [Docket No. 176].  

The JPLs filed a limited objection and response to the Examiner Motion, arguing that the 
appointment of an examiner was not in the best interests of the Chapter 11 Debtors’ 
estates as it would be extremely costly, but if an examiner were needed to be appointed, 
his or her appointment should be strictly limited [Docket No. 572]. 

The Delaware Bankruptcy Court scheduled an evidentiary hearing on the Examiner 
Motion – after the appointment of the Official Committee of Unsecured Creditors (the 
“Committee”)5 on 6 February 2023.  After hearing arguments, in which the JPLs 
participated through counsel, the US Bankruptcy Court took the matter under 
advisement and shortly thereafter entered an Order Denying the Examiner Motion 
[Docket No. 746]. On 6 March 2023, the United States Trustee filed a Notice of Appeal 
of the US Bankruptcy Court’s denial of the Examiner Motion [Docket No. 809]. The 
United States Trustee’s appeal is currently pending.  

The Chapter 11 
Debtors Adversary 
Proceeding against 
FTX Digital and the 
JPLs 

On 19 March 2023, the Chapter 11 Debtors filed a complaint, initiating an Adversary 
Proceeding against FTX Digital Markets and the JPLs [Adv. Pro. No. 23-50145].  That 
filing was never substantively discussed with the JPLs, and instead was filed on one 
hour’s notice to one of the JPLs’ attorneys. The complaint seeks declaratory judgment 
on the same issues that the JPLs had identified and sought to discuss with the Chapter 
11 Debtors for months. Among other things, the complaint asks the US Bankruptcy Court 
to declare that no customers migrated from FTX Trading to FTX Digital Markets under 
the 2022 Terms of Service and that FTX Digital Markets has no ownership interest of 
any kind in any cryptocurrency, fiat currency, customer information, or intellectual 
property associated with the FTX International Platform. It also alleges, without any 
specificity, that every transaction that FTX Digital was involved in during its existence 
was fraudulent and is subject to avoidance. The complaint seeks an order that the 
Chapter 11 Debtors may recover from the FTX Digital estate all such transfers, and 
interest thereon to the date of payment, as well as the costs of the Adversary 

                                                      
5 The US Bankruptcy Court has authorized the retention of Paul Hastings LLP as Lead Counsel to the Committee [Docket No. 
635]; Young Conaway Stargatt & Taylor, LLP as Co-Counsel to the Committee [Docket No. 657]; Jefferies LLC as Investment 
Banker to the Committee [Docket No. 729]; and FTI Consulting, Inc., as Financial Advisor to the Committee [Docket No. 730]. 
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Proceeding. The complaint specifically references recovering from FTX Digital’s 
accounts at Moonstone Bank and Silvergate Bank, both of which are located in the U.S. 

Most inflammatory, the complaint alleges, in contradiction of the Chapter 11 Debtors’ 
prior statements to the US Bankruptcy Court, that SBF moved the FTX enterprise to The 
Bahamas for the sole purpose of funnelling customer deposits and valuable property to 
The Bahamas, “out of the reach of American regulators and courts.” Bizarrely, the 
Chapter 11 Debtors also allege, for the first time, that FTX Digital’s “formation and 
existence” was in furtherance of FTX’s criminal conspiracy, despite the fact that SBF 
was the same individual who hired the Chapter 11 Debtors’ counsel and turned his 
enterprise over to Mr. John Ray III. Finally, despite the fact that the Securities 
Commission of the Bahamas was the first regulator to take action against any FTX entity, 
the Chapter 11 Debtors allege that SBF and those he directed “maintained a close 
accommodating relationship with Bahamian law enforcement agencies”; that FTX Digital 
was only “ostensibly regulated by The Bahamas” and that when operating in The 
Bahamas, SBF and his cohorts were “outside of the reach of any independent and 
effective regulatory authority.”  

The JPLs filed a response on 8 May 2023 seeking to dismiss the Adversary Proceeding 
and abstain from the declaratory judgment counts in favor of the proceeding that would 
be commenced by the Directions Application, making many of the arguments outlined 
above.  More specifically the JPLs’ argued that the Complaint should be dismissed for 
a number of reasons. As an initial matter, the Adversary Proceeding cannot move 
forward because it constitutes a direct and willful violation of the automatic stay 
established in the order recognizing FTX Digital’s chapter 15 proceeding. As an obvious 
intentional stay violation, the filing of the Complaint is void ab initio. The JPLs argued 
that even if the Delaware Bankruptcy Court were to look past the Chapter 11 Debtors’ 
transgressions, the Complaint still fails as a matter of law because each of the requested 
declaratory judgments regarding the contractual relationships between the U.S. 
Debtors, FTX Digital, and all of the International Customers cannot stand for the simple 
but critical reason that none of the International Customers have been joined to this 
action. Next the JPLs argue that none of the avoidance claims come close to meeting 
the pleading standards applicable in the United States and, therefore, all should be 
dismissed with prejudice.  Finally, the JPLs respectfully requested that should the 
Delaware Bankruptcy Court allow the declaratory judgment claims to proceed, the 
Delaware Bankruptcy Court should abstain from hearing those claims in favor of 
adjudication in this Court, which is best suited to reaching a rapid, comprehensive, and 
efficient result.   

A copy of the motion to dismiss is attached to this report. 

The JPLs’ Stay Relief 
Motion 

 

After first obtaining relief from this Court to do so, on 29 March 2023, the JPLs filed a 
Motion for a Determination that the Chapter 11 Debtors’ Automatic Stay does not Apply 
to, or in the Alternative for Relief from the Stay for Filing of the Application in the 
Supreme Court of the Commonwealth of the Bahamas Seeking Resolution of Non-US 
Law and Other Issues (the “JPL Lift Stay Motion”) [Docket No. 1192]. Given that none 
of the Non-U.S. Law Customer Issues involve U.S. law, and none of the parties affected 
are U.S. entities or citizens, the JPLs have requested the Delaware Bankruptcy Court to 
declare that the Chapter 11 Debtors’ automatic stay does not apply to the filing of the 
Directions Application.  In the alternative, the JPLs have requested that the Delaware 
Bankruptcy Court grant relief from the Chapter 11 Debtors’ automatic stay to allow the 
JPLs to file the Directions Application in order to, inter alia, provide the  grounds to start 
the process of a cross-border protocol for judicial cooperation, between the US 
Bankruptcy Court and this Court.  

The Chapter 11 Debtors have responded to the JPL Lift Stay Motion arguing that the 
Directions Application would violate the automatic stay and that under no circumstances 
should the stay be lifted to afford the JPLs the opportunity to file the Directions 
Application because it would create confusion and duplicative proceedings.  Additionally, 
the Chapter 11 Debtors claim that everything the JPLs seek in the Directions Application 
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can be addressed in prosecuting the Adversary Proceeding.  In their objection, they 
claim, for the first time, that all customers of the International Platform are customers of 
the FTX Trading and none are customers of FTX Digital. 

On 12 May, the JPLs in turn filed a pleading in response, reiterating that their motion 
should be granted. More specifically, the JPLs argued that as the only court-appointed 
estate fiduciaries, the JPLs cannot abdicate their obligation to administer the FTX Digital 
estate to the Chapter 11 Debtors. Nor can the JPLs simply accept the Chapter 11 
Debtors’ assumption that all customers of FTX were, at all times, customers of the 
Chapter 11 Debtors and that all assets held by the Chapter 11 Debtors from customers 
belong to the Chapter 11 Debtors. Thus, the JPLs ask that they be allowed to submit the 
Directions Application to The Supreme Court so that the Delaware Bankruptcy Court 
and the Supreme Court can work together in order to ensure an efficient and cooperative 
path to resolution of these questions.  The JPLs reiterate that filing the Directions 
Application is not a violation of the Chapter 11 Debtors’ stay and, if it is, it should be 
lifted.  A copy of the JPLs’ reply is attached to this report. 

The JPL Lift Stay Motion is currently set to be heard by the US Bankruptcy Court on 8 
June 2023 following the postponement of the omnibus hearing that had been scheduled 
for 17 May 2023. 

  

7.3. The Chapter 11 Case Administration 
Recently, the Chapter 11 Debtors filed the First Interim Report of John J. Ray III to the Independent Directors on 
Control Failures at the FTX Exchanges (the “First Interim Report”) [Docket No. 1242]. The First Interim Report 
details the prepetition (i) lack of management and government controls; (ii) lack of financial and accounting controls; 
and (iii) lack of digital asset management, information security, and cybersecurity controls. In conjunction with the 
First Interim Report, the Chapter 11 Debtors highlighted that they had recovered over $6.2B of assets thus far.  
Included in these recovery efforts, the Chapter 11 Debtors have obtained: 

• Turnover of approximately $350 million in assets held in brokerage accounts in the name of Chapter 11 
Debtors Alameda Research Ltd. and FTX Europe from Interactive Brokers LLC. [Docket No. 616]; 

• Transfer approximately $460M to the Chapter 11 Debtors to settle any and all claims the Chapter 11 Debtors 
may have against Modulo Capital, Inc., Modulo Capital Alpha Fund LP, Xiaoyun Zhang, and Duncan 
Rheingans-Yoo related to certain prepetition transfers amounting to $475M by the Alameda Debtors, as 
directed by SBF, to the Modulo Parties between May 2022 and the Chapter 11 Petition Date.  [Docket No. 
1244]. 

• Turnover of approximately $168M of assets held in the name of Chapter 11 Debtors Alameda Research 
LLC and Alameda Research Ltd., by Aux Cayes FinTech Co. Ltd. and OKcoin USA Inc. [Docket No. 1245]. 

• Turnover of a $50M promissory note purportedly executed between Chapter 11 Debtor Alameda Research 
Ltd. and Deltec International Group. [Docket No. 1267]. 

The Chapter 11 Debtors have also commenced a number of sales of certain assets including: 

• The sale of a series of Mysten Labs Inc. (“Mysten”) preferred stock and Sui Token Warrants back to Mysten 
for $96.25M. Chapter 11 Debtors Cottonwood Grove Limited, FTX Trading Ltd., and FTX Ventures Ltd. 
originally acquired the Mysten preferred stock and warrants in August of 2022 for a total of approximately 
$102M. 

• The sale of the interests in Sequoia Capital Fund, L.P. to Abu Dhabi Global Market for $45M, plus the 
aggregate amount of any Capital Contributions. Chapter 11 Debtor Clifton Bay Investments LLC originally 
acquired interests in Sequoia on 11 March 2022, which included an aggregate capital commitment of $100M 
(as of the Chapter 11 Petition Date, Debtor Clifton Bay Investments LLC had contributed approximately 
$50M). 

• Marketing and sale process for LedgerX LLC (“LedgerX”), owned by Debtor West Realm Shires, resulting 
in M7 Holdings, LLC agreeing to purchase LedgerX for approximately $50M. The LedgerX Sale was 
approved before the US Bankruptcy Court on 4 May 2023. 
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Since the JPLs’ first report regarding the administration of their cases, the Chapter 11 Debtors have received a 
number of orders granting administrative relief in their Chapter 11 Cases. The most notable orders since the JPLs’ 
First Report include:  

• Voluntary dismissal of the Chapter 11 cases Turkish FTX Debtors, FTX Turkey Teknoloji ve Ticaret Anonim 
Şirketi and SNG Investments Yatırım ve Danışmanlık Anonim Şirketi. The Chapter 11 Debtors sought to 
dismiss these Turkish subsidiaries given their inability to exercise control over their affairs. Both FTX Turkey 
and SNG Investments are the subject of criminal investigations and have had substantially all of their assets 
frozen by Turkish authorities. [Docket No. 589] 

• Extension of the Chapter 11 Debtors’ exclusive time to file a chapter 11 plan and disclosure statement 
through 7 September 2023 and 6 November 2023, respectively.  [Docket No. 844] 

• Rejection of approximately 50 different sponsorship and partnership agreements entered into prepetition 
by the Chapter 11 Debtors.  [Docket No. 585] [Docket No. 806] 

• Relief for procedures for the Chapter 11 Debtors for selling (i) approximately 300 investments made 
prepetition by the Chapter 11 Debtors, ranging from $1M to $25M and (ii) 24 investments as limited partner 
made prepetition by the Chapter 11 Debtors, ranging from $1M to $10M. [Docket No. 702]. 

• Court authorization to address employee retention needs (the “KERP Order”), which allocates $1,417,833 
to 10 identified non-management employees, and $2,109,371 tentatively to allocated roles that are 
expected to be required to serve over the course of the Chapter 11 cases. The Chapter 11 Debtors are also 
seeking a similar motion (the “KEIP Motion”) to effectively address employee incentive needs for Chapter 
11 Debtor FTX Japan K.K. and Chapter 11 Debtor Quoine Pte Ltd. The KEIP Motion is intended to 
incentivize optimal performance and encourage management to work towards (i) maintaining the entities’ 
licences; and (ii) facilitating a sale or reorganization of the entities.  [Docket No. 1359].  The KEIP Motion is 
scheduled to be heard by the US Bankruptcy Court on 8 June 2023. 

• Appointment of a Fee Examiner to review and report on, as appropriate, fee applications submitted by 
professionals retained in these Chapter 11 cases. [Docket No. 834]. 

The Alameda-Grayscale Lawsuit 
On 6 March 2023, the Chapter 11 Debtors announced that one of their debtor affiliates, Alameda Research Ltd. 
filed a lawsuit against Grayscale Investments, LLC, in the Court of Chancery in the State of Delaware (the 
“Grayscale Lawsuit”) [Case No. 2023-0276]. The Chapter 11 Debtors also asserted claims against Grayscale’s 
CEO, Michael Sonneshein, and its owners, Digital Currency Group and Barry Silbert. The Grayscale Lawsuit alleges 
that Grayscale has extracted over $1.3B in exorbitant management fees, prevented shareholder redemptions, and 
has caused the Grayscale Bitcoin and Ethereum Trusts to trade at approximately a 50% discount to Net Asset 
Value. The Chapter 11 Debtors are seeking injunctive relief to allow the Chapter 11 Debtors to realize more than 
$250M in asset value.  

The Alameda-Voyager Adversary Proceeding 
On 30 January 2023, the Chapter 11 Debtors filed a complaint, initiating an adversary proceeding (the “Voyager 
Adversary Proceeding”) against Voyager Digital, LLC (“Voyager Digital”, and with its debtor-affiliates, “Voyager”) 
and HTC Trading Inc. (“HTC”) [Adv. Pro. No. 23-50084]. Voyager Digital is a debtor in its own chapter 11 
proceedings in the United States Bankruptcy Court for the Southern District of New York (the “SDNY Bankruptcy 
Court”). HTC is not a debtor in the Voyager Chapter 11 cases. The Chapter 11 Debtors seek to recover 
approximately $445.8M worth of loans that were repaid to Voyager, from Chapter 11 Debtor Alameda Research 
LLC, within the preference period under the United States Bankruptcy Code, in September and October 2022. 

On 27 February 2023, the Chapter 11 Debtors, the Committee, Voyager, and the Voyager Committee filed a 
Stipulation, providing a framework to potentially mediate, and litigate the Voyager Adversary Proceeding (the 
“Voyager Stipulation”) [Docket No. 769]. The JPLs filed a Reservation of Rights to the Voyager Stipulation, due to 
the fact that the Voyager Stipulation would grant the Chapter 11 Debtors with total control over the global resolution 
of all claims related to Voyager, even though the capital at issue in the Voyager Adversary Proceeding may have 
originated from FTX Digital accounts or cash directly deposited by FTX Digital customers [Dkt. 819].6 The JPLs 
were also concerned about Voyager’s allegations of past bad acts by the Chapter 11 Debtors’ legal counsel, Sullivan 

                                                      
6 To date, the JPLs have identified at least $5.6B of transfers from FTX Digital’s custodial accounts to FTX Trading, and $2.1B 
of transfers from FTX Digital’s custodial accounts to Alameda Research LLC.  
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8. Next steps 
8.1.  Consider formation of Ad hoc committee 
The JPLs are in the process of contacting larger customers and creditors and may invite a representative group to 
form an ad hoc committee to oversee the JPLs in the discharge of their duties.  

8.2.  Obtain the remaining FTX Digital information 
The JPLs still do not have access to key records that would be considered as core business records of FTX Digital. 
The JPLs are in the first instance seeking a consensual resolution of data sharing with the Chapter 11 Debtors, but 
will seek court remedies if no further progress can be made. 

8.3.  Application for Directions 
Subject to approval of the Delaware Bankruptcy Court to the Motion to Lift Stay, the JPLs will file the Directions 
Application in The Supreme Court of The Bahamas. The Directions Application seeks Court directions in the 
resolution of key matters to the FTX Digital estate. 

8.4. Discussion with the DOJ in relation to seized funds 
The JPLs remain open to continuing a constructive dialogue with the DOJ in relation to funds in the name of FTX 
Digital subject to criminal forfeiture by the DOJ.  At the time of this report however it appears that the likelihood of 
an agreed resolution is becoming more remote, and as such the JPLs will consider the other remedies available. 

8.5.  Examination of Directors and employees  
The JPLs are empowered to examine former Directors and employees to assist with the ongoing investigations. 
The JPLs will continue to review the prospects of claims against third parties and consider whether there are 
avenues for further asset recoveries for the benefit of customers and creditors. 

8.6.  Recovery of employee loans 
The JPLs have identified that certain employees have received employee loans from FTX Digital. The Company 
provided $20.9m in loans to 6 employees related to property purchases, as well as $850k to 3 employees in non-
property related loans and salary advances. The JPLs are initiating recovery actions in respect of these 
loans/payments. 

8.7.  Investigation of antecedent transactions  
Subject to when access to the electronic company data stored on public cloud servers is granted to the JPLs by the 
Chapter 11 Debtors, the JPLs will review antecedent transactions in relation to FTX Digital. The JPLs will consider 
whether any such transactions could be subject to clawback actions in order to maximise recoveries for customers 
and creditors.  

8.8.  Commence sale of motor vehicles and chattels 
The JPLs require Court sanction in order to commence selling assets. As substantially all of the motor vehicles, IT 
and office equipment are depreciating, the JPLs will shortly file an application for leave from The Supreme Court of 
The Bahamas to sell these assets. 
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8.9.  Continue to explore platform reorganisation 
The JPLs continue to explore whether efforts to restructure the FTX International Platform are feasible, despite 
being excluded by the Chapter 11 Debtors from ongoing multilateral discussions in this regard in breach of the 
Cooperation Agreement. 

8.10. Next Court Report 
The JPLs note that statute does not require them to conduct periodic hearings or reporting to the Supreme Court of 
The Bahamas, but in acknowledgement of the significant public interest in this case, it is proposed that the JPLs 
next report is submitted to the Supreme Court of The Bahamas by no later than 9 August 2023, the return date for 
the winding up petition. 
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Appendix I – Glossary 

Term/Abbreviation Description 

Affiliates 

In relation to a party, any person that directly, or indirectly through one or more 
intermediaries, controls, is controlled by, or is under common control with, such party. A 
person shall be deemed to control another person if such person possesses directly or 
indirectly, the power to direct, or cause the direction of, the management and policies of 
such other person, whether through the ownership of voting securities, by contract or 
otherwise. 

Alameda Collectively; Alameda Research LLC, Alameda Research Limited and North Dimension 
Inc. 

AML Anti-money laundering 
AWS Amazon Web Services 
CEO Chief executive officer 

Chapter 11 Debtors Collective group of FTX affiliated entities filing for Chapter 11 relief under case number 
22-11068 

Chapter 15 
Recognition 

Recognition by the US Delaware Bankruptcy Court of the Provisional Liquidation in The 
Bahamas as a foreign main proceeding for FTX Digital pursuant to section 1517 of the 
Bankruptcy Code, and all relief included therewith as provided in section 1520 of the 
Bankruptcy Code 

Company / FTX 
Digital 

International Business Company incorporated in The Bahamas and licensed and 
registered under the DARE Act. 

Cooperation 
Agreement 

An agreement between the Chapter 11 Debtors and the JPLs dated 6 January 2023, 
setting out the shared goal in maximising recoveries for customers and creditors of each 
estate, which includes maximising the recoverable assets at each estate, using the most 
effective legal mechanisms for recovery and returning value to the appropriate estate 

CRS Common Reporting Standard 
DAB Digital Assets Business 
DARE Act Digital Assets and Registered Exchanges Act, 2020 (as amended). 
Delaware Bankruptcy 
Court United States Bankruptcy Court for the District of Delaware 

Digital Assets 

BTC, ETH, FTT and any other digital asset, cryptocurrency, virtual currency, token 
(fungible or not), leveraged token, stable coin, tokenised stock, volatility token, tokenised 
futures contract, tokenised option or other tokenised derivatives product that is supported 
by and/or made available from time to time to transact in using the FTX International 
Platform. 

DOJ United States Department of Justice 

Emergency motion Emergency Motion for (i) relief from the automatic stay and (ii) to compel turnover of 
electronic records 

FATCA Foreign Account Tax Compliance Act 
FBO For-Benefit-Of, referring to the labelling of bank accounts 
FTX campus FTX Corporate headquarters in Nassau, The Bahamas 
FTX Digital / 
Company 

International Business Company incorporated in The Bahamas and licensed and 
registered under the DARE Act. 

FTX Group FTX International group of companies, together with the FTX US group of companies. 

FTX International FTX Trading and its subsidiaries (especially including FTX Digital) that operate, maintain 
and administer the FTX International Platform. 

FTX International 
Platform 

The digital assets trading platform and exchange and network infrastructure, that consists 
of a User Interface ("UI") through the FTX international website (FTX.com) or any mobile 
application and order matching engine, through which customers, outside of the United 
States of America ("US") and certain other jurisdictions may transact, or exchange, Digital 
Assets 
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FTX Property FTX Property Holdings Ltd. 
FTX Trading A company incorporated in Antigua and Barbuda 

FTX US West Realm Shires Inc. and its subsidiaries, that operate, maintain and administer the 
FTX.us platform 

FTX Ventures A company incorporated in the British Virgin Islands 

JPL Orders Appointment orders for the JPLs of the Company issued by the Supreme Court of The 
Bahamas 

JPLs Joint Provisional Liquidators of FTX Digital, Mr Brian Simms, KC, of Lennox Paton, Mr 
Kevin Cambridge of PwC Bahamas, and Mr Peter Greaves of PwC Hong Kong. 

JPLs' Accounts Operating accounts in the name of FTX Digital at Fidelity Bank and Scotiabank in The 
Bahamas 

KC King's Counsel 

May terms of service The updated Terms of Service was published to FTX.com’s website, and mobile platforms, 
on 13 May 2022  

Professional parties Professional advisers or agents 

PwC PwC Bahamas, PwC Hong Kong or a member firm of PricewaterhouseCoopers 
International Limited (each a member firm of which is a separate legal entity) 

PwC Bahamas PricewaterhouseCoopers Advisory (The Bahamas) Limited 
PwC Cayman PwC Corporate Finance & Recovery (Cayman) Limited 
PwC Hong Kong PricewaterhouseCoopers Limited, an entity incorporated in Hong Kong 
PwC UK PricewaterhouseCoopers LLP, a UK limited liability partnership 

Related Parties 

Any entity within the group of companies owned and operated by SBF and his Co-
founders, Nishad Singh, Gary Wang and other investors, including West Realm Shires 
Inc, and its Subsidiaries, Alameda Research LLC, and its subsidiaries, Paper Bird, Inc and 
its subsidiaries, including FTX Trading. 

SBF Samuel Bankman-Fried, the founder and Chairman of the Group. 
SCB Securities Commission of The Bahamas 
SoA Statement of Affairs 
The Supreme Court 
of The Bahamas The Commercial Division of the Supreme Court of The Commonwealth of The Bahamas 

The Group The collective ecosystem that includes Alameda, the FTX Group, and any Related Party. 
UK United Kingdom 
US United States of America 
USD / $ United States dollar currency 
USDC Stablecoin 
USDT Tether 
W&C White & Case LLP 
Winding Up Act Companies (Winding Up Amendment) Act 2011 
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