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Dear Gary Gensler & Securities and Exchange Commission:

Unusual Dragon appreciate appreciates the opportunity to submit this letter to the
Securities and Exchange Commission (“SEC” or the “Commission”) in response to the above-
captioned rule change proposal (the “Proposal”) on Self-Regulatory Organizations; The Options
Clearing Corporation (“OCC”); Proposed Rule Change by The Options Clearing Corporation
Concerning lts Process for Adjusting Certain Parameters in Its Proprietary System for
Calculating Margin Requirements During Periods When the Products It Clears and the Markets
It Serves Experience High Volatility.

In its role as a clearing agency, OCC guarantees the performance of its Clearing
Members for all transactions cleared by OCC by becoming the buyer to every seller and the
seller to every buyer (or the lender to every borrower and the borrower to every lender, in the
case of stock loan transactions). The OCC failed to facilitate Clearing Members “$23.6
quintillion” obligations to OCC and failed to liquidate those positions held by Clearing Members.
The Proposal in regards to Margin Requirements will not mandate the OCC to perform their
duties with Clearing Members.

“The Options Clearing Corporation (“OCC”) filed with the Securities and Exchange
Commission (“SEC” or “Commission”) the proposed rule change as described in Items |l
which have been prepared primarily by OCC”

“(A) Clearing Agency’s Statement of the Purpose of, and Statutory Basis for, the
Proposed Rule Change"


mailto:rule-comments@sec.gov

“OCC is the sole clearing agency for standardized equity options listed on national
securities exchanges registered with the Commission. OCC also clears certain stock
loan and futures transactions”

“OCC also performs model backtesting on all risk factors with listed derivatives or stock
loan positions, or securities pledged as collateral within Clearing Member accounts,
including for risk factors subject to high volatility control settings”

These statements by “OCC is the sole clearing agency” and the Proposal rules changes
highlights “OCC also clears certain stock loan and futures transactions” and is the “sole”
responsible party for a “$23.6 quintillion dollar” “stock loan” pledge, rehypothecated,
commingled collateral Margin Liquidation Failure and Fraud.

Unusual Dragon appreciates the Immortalization of confessions from Financial
Institutions, Market Makers, Family Offices, Hedge Funds, ISDA Members, & Respective Legal
Counsel on the SEC’s Proposed Rule Change by The Options Clearing Corporation Concerning
Its Process for Adjusting Certain Parameters in Its Proprietary System for Calculating Margin
Requirements During Periods When the Products It Clears and the Markets It Serves
Experience High Volatility. We oppose the implementation or considerations to the Proposal rule
changes to the U.S. Securities and Exchange Commission (the “SEC” or “Commission”) in
connection with Its Process for Adjusting Certain Parameters in Its Proprietary System for
Calculating Margin Requirements During Periods When the Products It Clears and the Markets
It Serves Experience High Volatility. To further highlight & support Unusual Dragon’s position,
the following fact based and documented issued as follows:

On 01/31/2024 AlixPartners Forensic Investigation Invoices for FTX & Related Entities states:

“reconciliation of historical digital asset balances to balance sheet produced by
Caroline Ellison”

“Caroline 3/31/2022 balance sheet related to specific tokenized stock loans”

“‘Alameda's tokenized equities arrangement with specific Entity”


https://www.sec.gov/comments/s7-18-23/s71823-358180-883642.pdf
https://www.sec.gov/comments/s7-18-23/s71823-358180-883642.pdf
https://www.sec.gov/comments/s7-18-23/s71823-358180-883642.pdf
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1

Utilizing “Caroline 3/31/2022 balance sheet” “related to specific tokenized stock loans”,
Sullivan & Cromwell Andrew Dietderich falsify statements under oath & whom commissioned
“Sabrina T. Howell Debtors [FTX] To Estimate Claims Based On Digital Assets” report.



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjYxNDg5Nw==&id2=-1




Initial false statements by Sabrina Howell during hearing {Time Stamp 1:47:17} states
“Brian Glueckstein and his team at Sullivan & Cromwell”.

Lawyer Question: “When you completed did you send it to anyone for review, before it
was filed?”

Sabrina Howell Answer: “I was the finally reviewer”

As 01/31/2024 Alvarez & Marsal Invoices states:

“12/8/2023 2.7 Review and provide comments to Howell expert report”

“12/14/2023 2.6 Review the draft Howell Report and provide comments”

“12/14/2023 1.1 Review the Appendix C for the Howell Report and provide comments”
“12/18/2023 2.9 Review the draft of the Howell report and provide feedback”
“12/21/2023 2.8 Review the last draft of the Howell report and provide feedback”

“12/22/2023 2.8 Review the latest Howell report and provide feedback”


https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjEwNw==&id2=-1

These Alvarez & Marsal Invoice Entries Contradicts Sabrina Howell's statements {Time
Stamp 1:47:17} “I was the finally reviewer”.



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1

Sabrina Howell Initial 12/27/23 “Estimate Claims Based On Digital Assets” including (57)

“Tokenized Stocks” “mimic the price movement of publicly trade stocks”.



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




Sullivan & Cromwell’'s Andrew Dietderich & Brian Glueckstein filing of 01/28/24 “Omibus
Reply in Support of Motion of Debtors [FTX] to Estimate Claims Based on Digital Assets”

“As explained by Professor Howell, tokenized stocks are derivatives that
aim to mimic the price movements of publicly traded stocks”

“Professor Howell considered tokenized stocks to amount to a
financial contract between a customer and the Debtors to track a stock price”

“FTT, simulating a stock repurchase/dividend”


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

01/31/2024 AlixPartners Forensic Investigation Invoices for FTX & Related Entities
“Caroline 3/31/2022 balance sheet” “related to specific tokenized stock loans”, Sullivan &
Cromwell’'s Andrew Dietderich would have had access to the (57) “tokenized stock loans” &
“Futures”, whom now the “OCC also clears certain stock loan and futures transactions”
requesting SEC’s “Adjusting Certain Parameters in Its Proprietary System for Calculating
Margin Requirements”.



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1

Further highlighting Sullivan & Cromwell’'s Andrew Dietderich {TimeStamp 29:25} full
knowledge & participation of “amount of claims” “$23.6 quintillion” “stock loan” "futures" fraud.

Sullivan & Cromwell’'s Andrew Dietderich false statements under oath are highlighted in
his Opening Statement to the Court on 1/31/2024 {TimeStamp 18:48}:

1. “We Remember What it was it like November 2022”
2. "Emergency Filing on No Notice"
3. “No Adequate books & records”

4. "Assets Transfer Favored Insiders at Last Minute"


https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1

Sullivan & Cromwell’'s Andrew Dieterich’s False Statement (1), (2), (3) “We Remember
What it was like November 2022” & “Emergency Filing on No Notice” contradicts Emails dated
July 27, 2022. Sullivan & Cromwell Andrew Dieterich Cc: Brian Glueckstein “Subject-Voyager”
‘FTX has a bottomless sea of ordinary cryptocurrency” Which also contradicts with having
access to “Caroline 3/31/2022 balance sheet” “related to specific tokenized stock loans”



https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1

Sam Bankman-Fried Tweets a comparison balance chart between SBF and S&C
[Sullivan & Cromwell] for Nov 10 & 11 stating “FTX US is solvent, as it always as been”.



https://x.com/sbf_ftx/status/1615507065337958401?s=46&t=hwjyFGafbqnCz7cW8lm9Jg




Further highlighting knowledge & participation of Sullivan & Cromwell’s Andrew Dieterich
fraud & False Statement (4) "Assets Transfer Favored Insiders at Last Minute". On Nov
07,2022, Andrew Dietderich states: “That’s just Binance silliness. FTX is rock solid, doesn’t use

customer funds or take credit risk at all. It [FTX] cannot have “liquidity” issues because it doesn’t
lend.”



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf













Since prior Emails dated July 27, 2022; Sullivan & Cromwell Andrew Dieterich Cc: Brian
Glueckstein “Subject-Voyager” worked on the FTX/Voyager/BlockFi/Celisus Agreements which
contradicts Dieterich’s Court Opening statement “No Notice” & Supports Dietderich own
statements “Assets Transfer Favored Insiders at Last Minute" whom Sullivan & Cromwell are
party to.

DOJ Internal FTX Slack Small Group Communication’s highlights Sam Bankman-Fried
“need to have a discussion with her [Christina Rolle “SEC of the Bahamas”] and SullCrom
[Sullivan & Cromwell]” “will bring in the appropriate counsel”.

“Cohen: The larger exchanges used omnibus wallets?

SBF [Sam Bankman-Fried]: Yes.

Cohen: One more topic. The Bahamas regulator, yes or no, did you attend the meeting?
SBF: Yes. With my father and Krystal Rolle {sic Christina Rolle}... Gary Wang was in the
building but not in the meeting”

“Rolle: It was to transfer all the assets. And we did so, to the wallets they'd set up, until 2
in the morning. We offered to have Mr. Bankman-Fried be interviewed the following
week. He turned over his passport. Mr. Gary Wang's too”



https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175302012380000000038.pdf
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://x.com/innercitypress/status/1717616934982758891?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717616934982758891?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717616934982758891?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717616934982758891?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717616934982758891?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717558155532529926?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717558155532529926?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1717558155532529926?s=46&t=hwjyFGafbqnCz7cW8lm9Jg




Sullivan & Cromwell on 02/01/2023 “Genesis/BlockFi and FTX transactions” whom also
work the November 8 & 9, 2022 FTX/Alameda & BlockFi Pledge Agreements allowing “pledge,
rehypocate, assign, use, commingle, or otherwise dispose of or use any Collateral” including
“Tokenized Stocks” “mimic the price movements of publicly traded stocks” two day prior to
FTX/Alameda Petition for Bankruptcy on November 11, 2022, which highlights Sullivan &
Cromwell's Andrew Dietrich Courts Opening Statement full knowledge and participation in (4)
"Assets Transfer Favored Insiders at Last Minute".



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ4OTY0Mw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1NjkyNQ==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1NjkyNQ==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjYxNDg5Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NjMzNA==&id2=-1










The attempted transfer of assets with Pledge Agreements between Alameda & BlockFi
containing assets Totaling $1.2 billion shows the intended fraud to “pledge, rehypothecation,
assign, use, commingle, or otherwise dispose of or use any Collateral” within the Terms of
Alameda & BlockFi “Pledge Agreements” dated November 9, 2022; whom Sullivan & Cromwell
authored. When only “Loans Receivable of $250 million at FTX US consists of loan to BlockFi
Inc. of $250 million in FTT tokens” illustrates whom orchestrated “Assets Transfer Favored
Insiders at Last Minute" {TimeStamp 18:48}. Further Supporting the Fraud was on Oct 13, 2023
Sam Bankman-Fried Criminal Trial where BlockFi's CEO Zac Prince testified “overall, $1.1
billion” when only “$250M loan made in FTT".

“BlockFi's [CEQO] Prince: They posted as collateral Greyscale Trust and Robin Hood.

AUSA: How much did BlockFi have on the FTX exchange at time of bankruptcy?

Prince: $350 million. So overall, $1.1 billion

AUSA: So BlockFi declared bankruptcy - why?

Prince: Alameda & FTX”



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1NjkyNQ==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1NjkyNQ==&id2=-1
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https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1MzAxOQ==&id2=-1
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“BlockFi $250M Loan made in FTT”



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTM1MzAxOQ==&id2=-1

FTX Communications, filings, Invoices, & DOJ Slack messaging Exhibits details conflicts
of interest with Sullivan & Cromwell including “intercompany loans of inside counsel” of which
Andrew Dietrich was already retained by FTX for BlockFi and Voyager Agreements since July
27, 2022.



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ5MDY0NA==&id2=-1

“OCC” whom “clears certain stock loan and futures transactions” FTX & Alameda used
(57) Tokenized Stock which “mimic the price movements of publicly traded stocks” for “Caroline
3/31/2022" “tokenized stock loans”. Moving “$23.6 quintillion” of Real Stock Equity Value to
FTX through entities owned by FTX (IEX, CM-Equity, Embed, LedgerX, Liquid, Bitocto, DAAG,
Zybr), with a loophole in regulations called the “Riskless Principal” as illustrated with SEC
proposed rule equating to 1,845,436,811 per month of Jan 2023. These same Venture Capital
firms & Start-Ups used the same “Tokenized Stocks” that were paid with Real Cash converted
to “Stablecoin” means any cryptocurrency pegged to the US Dollar, including, Gemini Dollar
(GUSD), Circle’s USD Coin (USDC) and Paxos Standard (PAX) from Real Equity Investors, as
Collateral for Venture Loans & Funding with Banks like SVB (Silicon Valley Bank), Signature,
Silver Gate, & First Republic.



https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjYxNDg5Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MzA1NTk3Nw==&id2=-1
https://www.govinfo.gov/content/pkg/FR-2023-11-06/pdf/2023-23398.pdf
https://www.govinfo.gov/content/pkg/FR-2023-11-06/pdf/2023-23398.pdf




Market Markers, Brokerages, Prime Brokers, Financial Institutions & ISDA Members
using the “riskless” principal because MM & Financial Institutions controls majority of the
trades and has the ability to see Payment for Order flow including limit orders. MM & Other
Financial Participants, group All Retail Orders on Buy Sides and Never Report Transaction on
“10 sec” tape.

The Following references highlights the manipulation used with “riskless principal” in
conjunction with “block trades” which are hidden from view of regulators & retail & on the “10
sec” tape FINRA Trade Reporting Rule.

Q102.2: Does the 10-second reporting requirement apply to the submission of
non-tape reports to FINRA?

A102.2: No. Members are not required to submit non-tape reports to FINRA within 10
seconds of trade execution; however, regulatory reports generally are required to be
submitted within specified time frames. For example, members must submit the non-
tape report for the offsetting "riskless" leg of a riskless principal transaction as soon as
practicable after the offsetting leg is executed, but no later than the time the FINRA
Facility closes for the trading day. See NTM 00-79 Complying With Riskless Principal
Trade-Reporting Rules (November 2000). However, to qualify for the exemption from the
requirements of Rule 5320 (Prohibition Against Trading Ahead of Customer Orders) for
riskless principal transactions, a member must submit, contemporaneously with the
execution of the facilitated order, a non-tape report reflecting the offsetting "riskless" leg
of the transaction. See Rule 5320.03. For purposes of this exception,
"contemporaneously" has been interpreted to require execution as soon as possible, but
absent reasonable and documented justification, within one minute. See NTMs [95-67]
Notices (August 1995) and NTMs [98-78] Notices (September 1998).

Non-tape reports that are submitted for regulatory transaction fee purposes under
Section 3 of Schedule A to the By-Laws must be submitted by the end of the reporting session
for the FINRA Facility. See Rules 7130(c), 7230A(g), 7230B(f) and 7330(g).

Clearing reports must be submitted to the FINRA Facilities in conformance with the trade
reporting rules, as well as all applicable rules of other self-regulatory organizations, including the
rules of the National Securities Clearing Corporation (NSCC) requiring that locked-in trade data
be submitted in real time and prohibiting pre-netting and other practices that prevent real-time
trade submission. See DTCC/NSCC Important Notice A#7663, S#7333, dated January 7, 2014.

Q100.7: What is a "non-tape" report (also referred to as a "non-media" report)?

A100.7: A non-tape report can be either a "regulatory" report or a "clearing" report,
neither of which is publicly disseminated. A regulatory report, sometimes referred to in
the trade reporting rules as a "non-tape, non-clearing" report, is submitted to FINRA
solely to fulfill a regulatory requirement (e.g., to report certain transactions subject to a


https://www.finra.org/filing-reporting/market-transparency-reporting/trade-reporting-faq
https://www.finra.org/industry/notices/00-79
https://www.finra.org/industry/notices/00-79
https://www.finra.org/rules-guidance/notices/95-67
https://www.finra.org/rules-guidance/notices/95-67
https://www.finra.org/industry/notices/98-78
https://www.dtcc.com/-/media/Files/pdf/2014/1/7/a7663.pdf
https://www.finra.org/sites/default/files/trade-reporting-faq-july-14-2015.pdf

regulatory transaction fee or, where applicable, to report the offsetting "riskless" leg of a
riskless principal transaction). A clearing report, sometimes referred to in the trade
reporting rules as a "clearing-only" report, is used by members to clear and settle
transactions; information reported to FINRA in a clearing report is transmitted by FINRA
to the National Securities Clearing Corporation (NSCC). Clearing reports also can be
used to satisfy a member's obligation to provide regulatory information to FINRA, if
applicable.

FINRA Rules Guidance Nasdaqg Adopts Alternative Approach For Complying With
Riskless Principal Trade-Reporting Rules And Issues Net Trading Interpretation

Alternative Approach To Riskless Principal Trade Reporting

After reviewing concerns raised by the firms, and consultation with the SEC and NASD
Regulation, Nasdaq has adopted a different method for reporting riskless principal trades
that can be used as an alternative to the original approach set forth in the Notices. This
new approach can be utilized by both market makers, which for the first time must
adhere to Riskless Principal Trade-Reporting Rules, and by non-market makers, which
have been subject to the Rules for some time.

Under the alternative approach, member firms may report a riskless principal transaction
by submitting either one or two reports to ACT. The first report would be required only if
the member is the party with a reporting obligation under the relevant Nasdaq trade-
reporting rule. The second report, representing the offsetting, "riskless" portion of the
transaction with the customer, must be submitted by all members electing to use the
alternative method for riskless principal trade reporting, regardless of whether the firm
has a reporting obligation, when the firm effects the offsetting trade with its customer.
This report will be either a non-tape, non-clearing report (if there is no need to submit
clearing information to ACT) or a clearing only report. In either case, the report must be
marked with a capacity indicator of "riskless principal." Because this is not a last sale
report, it does not have to be submitted within 90 seconds after the transaction is
executed, but should be submitted as soon as practicable after the trade is executed but
no later than by the time ACT closes for the trading day (currently 6:30 p.m., Eastern
Time). The effect of the new rule can be illustrated by the following examples.

Example 1

A market maker (MM1) holds a customer limit order to sell 1,000 shares of ABCD at $10
that is displayed in its quote. MM1 sells 1,000 shares to a second market maker (MM2)
at $10. (MM2's bid represents proprietary interest, not a customer order.) When there is
a trade between two market makers, the Nasdaq trade-reporting rules require the
member representing the sell side to report the transaction.5 MM1, the seller in this
transaction, reports the sale of 1,000 shares by submitting a last sale report to ACT
marked "principal." MM1 then fills its customer order for 1,000 shares. Under the new


https://www.finra.org/rules-guidance/notices/00-79
https://www.finra.org/rules-guidance/notices/00-79

alternative approach, MM1 would submit either one of the two following reports marked
"riskless principal" to ACT for the offsetting, riskless portion of the transaction:

e aclearing-only report if necessary to clear the transaction with the customer; or

e anon-tape, non-clearing report (if a clearing entry is not necessary because, for
example, the trade is internalized).

This submission is not entered for reporting purposes and thus there will be no public
trade report for this leg of the transaction. Because MM2 did not enter into a riskless
principal transaction, MM2 does not have an obligation to submit the second report.

Example 2

Both MM1 and MM2 hold customer limit orders: MM1 holds a marketable customer limit
order to sell 1,000 shares of ABCD and MM2 holds a customer limit order to buy 1,000
shares of ABCD, both of which are displayed in the market makers' quotes. MM1 sells
1,000 shares to MM2 at $10. MM1 and MM2 then fill both of their customer orders. MM1
submits two reports to ACT—a last sale report and either a clearing-only report or a non-
tape, non-clearing report—as described above. MM2 does not have a reporting
obligation under the Nasdaq trade-reporting rules because it bought 1,000 shares from
MM1. Therefore, it does not submit a last sale report for the transaction with MM1.
However, for the offsetting transaction with its customer, MM2 is obligated to submit to
ACT either a clearing-only report or a non-tape, non-clearing report marked "riskless
principal."

SEC.gov keyword searches “riskless” highlights the many issues on subject including a
study by Laura Tuttle - Senior Financial Economist at U.S. Securities and Exchange
Commission March, 2014 Market Structure Research OTC Trading.

“Broker-dealers effect trades for customers acting in a principal, agency, or riskless
principal capacity. The capacity in which a broker-dealer acts can affect how the
volume of OATS execution reports relates to the volume of trades on the
consolidated tape. Generally, a principal trade is one in which the BD trades for the
firm’s own account. In an agency trade, the transaction is conducted on behalf of a
customer; the BD does not own the position at any point in time. A trade can generally
be classified as riskless principal when the BD acquires the position for the firm’s
account with the intention of using it to fill (at the same price) a customer order it has
already received.

These three capacities can be similar economically but have different reporting
requirements to OATS and the Consolidated Tape. For example, agency and principal
trades generally require one execution report in OATS for each side, and one report to
the consolidated tape per trade. The second leg of a riskless principal trade,


http://sec.gov/
https://www.sec.gov/files/marketstructure/research/otc_trading_march_2014.pdf

however, would generally have an OATS execution report for each side but no
associated consolidated tape report. In view of the different ways in which a client
order can be executed and their differential impact on consolidated tape volume, |
interpret volume figures cautiously. In addition, | provide detail regarding the
percentage of volume being transacted as riskless principal to allow for interpretation by
readers.”

Elisse Walter Former Chairman U.S. Securities Exchange Commission Aug. 21, 2018
Sec.gov Comments 265-30.

“We also are concerned that delayed dissemination of block trade reports can mislead
the market about supply and demand conditions when dealers distribute the block in
smaller trades whose reports are immediately disseminated. For example, if a dealer
crosses $20 million in bonds from one seller to four buyers each buying $5 million on a
riskless-principal basis, under the recommended proposal, FINRA would delay
dissemination of the $20 million dealer buy report but would immediately
disseminate reports each of the $5M dealer sales. The immediately disseminated
reports would give the appearance of surplus buying demand and the possibility that one
or more dealers have been left short facilitating this customer demand. The response to
such reports could artificially push the price of the bonds higher, at least until
FINRA disseminates the “$10MM+” dealer buy trade two days later.”

SEC Rules June 10, 2021 SRO CbhoeBYX offer to sell tax payer paid for information of Short
Sale data and “riskless” principle data which could be used in market manipulation.

“The Exchange proposes to offer Short Sale Volume data on an end-of-day and intraday
basis which will be available for purchase by Members and non-Members. Specifically,
the Exchange proposes to offer an end-of-day short sale volume report that includes the
date, session (i.e., Pre-Opening Session, Regular Trading Hours, or After Hours Trading
Session), symbol, trade count, buy and sell volume, type of sale (i.e., sell, sell short, or
sell short exempt), capacity (i.e., principal, agent, or riskless principal), and retail order
indicator. The end-of-day Short Sale Volume data would include same day corrections to
short sale volume.”

SEC v Citadel Cease and Desist Janurary 13, 2017

Many wholesale market makers largely handle marketable orders on a fully automated
basis, using proprietary algorithms to determine whether to execute the order, in whole
or in part, as a principal (i.e., internalize, or take the other side of the trade) or whether to
attempt to fill all or part of the order on a riskless principal basis by sending orders to


https://www.sec.gov/comments/265-30/26530-4268151-173129.pdf
https://www.sec.gov/rules/sro/cboebyx/2021/34-92149.pdf
https://www.sec.gov/litigation/admin/2017/33-10280.pdf

a variety of other trading centers, including exchanges, dark pools, and other
wholesale market makers.

SEC v Credit Suisse Cease and Desist Sept. 28, 2018

9. The RES desk executed order flow on either a “principal” basis or a “riskless
principal” basis. In a principal execution, also referred to as “internalization,” RES took
a proprietary position with risk by either buying from or selling to the customer. In a
riskless principal execution, RES also bought from or sold to a customer, but RES
did not take on any meaningful risk because RES, with a customer order in hand, first
obtained the position in the marketplace (e.g., by trading principally on lit markets or
in a dark pool), and then provided a corresponding execution to its customer at the
same price (or better). RES executed held customer orders in one of three ways: (i) RES
traded as principal to fill the entire order; (ii) RES executed the entire order on a
riskless principal basis; or (iii) RES executed some of the order on a principal
basis and some on a riskless principal basis (referred to herein as “split fills”).

10. For the held orders at issue, RES did not charge customers commissions or
markups, and instead sought to profit from its principal trading. RES considered two
elements of

potential profit: (i) spread capture (i.e., capturing the difference between the bid and
ask for a security at the time the order was received); and (ii) impact capture (as
set forth below). RES also considered the potential risk associated with internalizing all
or part of the order.

11. The RES desk executed over 15 million held orders (over 8.5 billion shares)
with a total market value of approximately $227 billion during the Relevant Period”

Financial Institutions, Market Makers, ISDA Members, Prime Brokers can group all Retail
orders together reclassify as “limit orders"” to effectuate “Block Trades”. Then apply “riskless
principal” “10 sec” non-tape transactions. Meaning transactions delayed or non-existent
reporting requirement. Effectively Sending Millions of Retail Trading Volume plus limit orders to
Dark Pools or Crypto Tokenized Exchanges such FTX & Binance. Under this “riskless
principal” only have to report by 6:30pm. To categorize “Riskless” principal transactions can
have no-tape “10 sec” (record) or trail of transactions or at minimal delayed in reporting until
6:30pm Eastern after market hours. This can help facilitate inaccurate volume and true supply
and demand pricing of a stonks, bonds, and so forth.


https://www.sec.gov/litigation/admin/2018/33-10565.pdf

Financial Institutions, Market Makers, ISDA Members, Prime Brokers using “riskless
principal” move all transaction as “block trades” to Crypto Exchanges that Offers Tokenized
Stocks; whom repledge, reloan, & commingle assets with convoluted Company Ownership
Structures i.e. (FTX Contract Controlling Ownership by Binance). These Complex Ownership
Structure for example have Covenants that only Binance “Pass any resolution approving
liquidation, dissolution or winding up or the initiation of bankruptcy proceedings or
apply for the appointment of a receiver, judicial manager or like”, which bankruptcy was

used to hide Venture Loans obtained i.e. Silicon Valley Bank with same Collateral reused over &
over.



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










Financial Stability Oversight Council Annual Report 2023 (FSOC) “interconnections
between the crypto-asset ecosystem and traditional finance”. “On March 9, Silicon Valley Bank
(SVB) experienced a deposit run” this was caused by false reports of a “Bank Run” created by
FTX/Binance Equity Holders & Venture Capital whom had substantial Deposits in SVB and
other California Banks. Same California Banks allowing Crypto & Tokenized Assets as
Collateral for Venture Loans with California Banks. The deliberate Collapse of the Banks were
to facilitate planned “Venture Book” Loan Avoidance “included in 438 investments, totaling
approximately $4.5B in funded assets”.



https://home.treasury.gov/system/files/261/FSOC2023AnnualReport.pdf
https://x.com/meetthepress/status/1636166423683768320?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQzNzE2Nw==&id2=-1
https://restructuring.ra.kroll.com/blockfi/Home-DownloadPDF?id1=MTQzNjYzNQ==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ4OTY3Mg==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjUxODI3OA==&id2=-1
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MjUxODI3OA==&id2=-1

Silicon Valley Banks & other Bank Failures were due to a Fake Bank Run Narrative
created by the Top Depositors & Venture Capital firms whom were using Circle’s USDC as
conduit to transfer cash from NYSE Stock Orders (IEX, Embed, Robinhood & Others) to FTX
(57) “Tokenized Stocks” which has a Zero ($0) Value beyond FTX/Binance Affiliated Exchanges.

Essentially laundering Real Customer Asset Value and transferring to Circle’s USDC making
Circle one of the Top Depositor at Silicon Valley Bank.



https://cointelegraph.com/news/circle-and-sequoia-top-depositors-silicon-valley-bank

‘Alameda Research, FTX Ventures invested in more than 250 crypto startups,” including
Trading Brokerages Anchorage Digital, Skybridge, Paradigm, & Voyager; Crypto Financial
Circle (USDC Stable Coin), Paxos; Infrastructure Aptos, Bridge, Liquidity, LayerZero, Polygon,
& Solana. All of which allow “transfer principal to foreign jurisdictions, lend principal, pledge
principal, sell principal, rehypothecate principal, transfer principal to unidentified third parties
and engage in any other transaction at Voyager’s discretion" and the depositing investor’s sole
risk.



https://www.theblock.co/post/186058/alameda-research-ftx-ventures-invested-in-more-than-250-crypto-startups
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175308012280000000084.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175308012280000000084.pdf
https://cases.stretto.com/public/x193/11753/PLEADINGS/1175308012280000000084.pdf

“The disparate bundle of nearly 500 illiquid investments is split across 10 holding
companies. The total investment value is given on the spreadsheet as in excess of $5.4bn”



https://www.ft.com/content/aaa4a42c-efcc-4c60-9dc6-ba6cccb599e6
https://www.ft.com/content/aaa4a42c-efcc-4c60-9dc6-ba6cccb599e6


































Trial excerpts from FTX’s Sam Bankman-Fried trial, highlights the $23.6 quintillion

dollars “Venture Book” Bank Loan Fraud which used Real Customers Assets to rehypothecate,

repledge, reloan, & commingle over & over again, in which the same Venture Capital owns the
startups and California Banks. Terms within the Venture Funding were to deposit the Start-Ups
Funding Checks back into the very same Banks issuing funds. Essentially making the Venture
Capitalist the Majority Creditor & Debtors as well as the Majority Depositor & Lender with the
Banks and Venture Start-Ups, while using customers assets for collateral and loan payments.
FTX’s Caroline Ellison on Nov 9, 2022 reaffirms on a “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

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: | was crying. But it was Sam who made all these investments that put us in this
situation
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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.

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 | 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. | 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



https://x.com/innercitypress/status/1711833150215671991?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711833150215671991?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711833150215671991?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711833150215671991?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711833150215671991?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711819013024542764?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711819013024542764?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711819013024542764?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711819013024542764?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712106672372559973?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712106672372559973?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712106672372559973?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712106672372559973?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1711828875762651617?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712103600988516739?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712103600988516739?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712103600988516739?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712103600988516739?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712103600988516739?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712128682410520761?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712128682410520761?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712128682410520761?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712112125559046188?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712112125559046188?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712112125559046188?s=46&t=hwjyFGafbqnCz7cW8lm9Jg
https://x.com/innercitypress/status/1712112125559046188?s=46&t=hwjyFGafbqnCz7cW8lm9Jg

Ellison: | 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.

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 vou still wouldn't be able to repay

Ellison: That's right

AUSA: Did Alameda still have lenders?

Ellison: Yes. They were recalling the loans. | 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, | reqularly 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.
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SBF's Cohen: What is this?

Ellison: Loan agreement with Voyager. | signed it.

Cohen: Did you know Ramnik Arora?

Ellison: Yes. | heard him making a lot of calls to investors. FTX was selling shares.
Cohen: You didn't prepare materials to investors?

A: 1 did not

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, | think.

Cohen: Did the growth of FTX impact your relationship with Alameda?

SBF: | had to stop being CEO. But | was still involved in ventures. | 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 | wasn't aware of the nuances.

Cohen: Why did BlockFi seek a loan from FTX in the summer of 20227

AUSA Roos: Objection! Cumulative!

Judge Kaplan: ltis

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 20227?

BlockFi's Prince: Yes, from July to early November, $850 million of loans
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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

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: | 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: | 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: | never approved loans of FTX customer funds to Alameda. It was segreqgated.
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 | think it was $3.5 million.

SBF's Cohen: And they were connected?

Can Sun: Well they were both about my employment.

Yedidia: | 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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The same Venture Capital & Companies whom reloan, repledge, rehypothecate &
commingle assets with “BlockFi's largest creditor is Ankura Trust, which represents creditors in
stressed situations and is owed $729 million. Valar Ventures, a Peter Thiel-linked venture
capital fund, owns 19% of BlockFi equity shares” owns FTX Equity Stake with prior knowledge
“Venture Book Avoidance” prior to the Silicon Valley Banks & other California Banks collapses
(obtaining Venture Loans).



https://www.reuters.com/technology/crypto-lender-blockfi-files-bankruptcy-protection-2022-11-28/#:~:text=Valar%20Ventures%2C%20a%20Peter%20Thiel,19%25%20of%20BlockFi%20equity%20shares.
https://www.reuters.com/technology/crypto-lender-blockfi-files-bankruptcy-protection-2022-11-28/#:~:text=Valar%20Ventures%2C%20a%20Peter%20Thiel,19%25%20of%20BlockFi%20equity%20shares.
https://www.reuters.com/technology/crypto-lender-blockfi-files-bankruptcy-protection-2022-11-28/#:~:text=Valar%20Ventures%2C%20a%20Peter%20Thiel,19%25%20of%20BlockFi%20equity%20shares.
https://restructuring.ra.kroll.com/FTX/Home-DownloadPDF?id1=MTQ4OTY0Mw==&id2=-1










Sullivan & Cromwell on 02/01/2023 “Genesis/BlockFi and FTX transactions” with
“Purchase Agreements” “venture book target” for “Venture Book Avoidance” Loans with
California Banks.
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The same “Venture Book” Loan Capital & Companies “included in 438 investments"
"funded assets” whom on Nov. 9, 2022 FTX/Alameda & BlockFi Pledge Agreements allowing
“pledge, rehypocate, assign, use, commingle, or otherwise dispose of or use any Collateral”
including “Tokenized Stocks” & "Peter Thiel" "owns 19% of BlockFi equity shares” owning FTX
Equity Stake prior knowledge “Venture Book Avoidance” prior California Banks collapses. These
same Venture Book Avoidance/Capital issues comments “Coatue, USV, Founder Collective
joined Thiel in advising companies to pull SVB funds” which echoed across all “Venture Book
Avoidance” Participants. On March 13, 2023, these actions prompted responses from POTUS,
Secretary Yellen and EDIC Acts to Protect All Depositors of the former Silicon Valley Bank,
which accomplished these initial goal on Feb. 02, 2023 “Venture Book” “438 investments,
totaling approximately $4.5B in funded assets” Loan Avoidance objectives.
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The same Crypto Exchange Equity Holders whom obtained Venture Loans from
California Banks allowing Tokenized Stocks/Assets as Collateral, whom also redeposit the
Venture Loan Funding into the very same issuers of the Venture Bank Loans whom initiated
“Bank Run” narratives for Avoidance Venture Loan Repayments; Created Tokenized Stocks
‘mimic the price movements of publicly traded stocks”.



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

(57) Tokenized Stock on FTX/Binance Exchanges which were rehypothecated,
repledged, reloaned, & commingle with BlockFi & other Crypto Exchanges as “Lending business
in California and is still holding crypto currency as collateral” to obtain Venture Loans i.e. Silver
Gate, Signature, First Republic, Silicon Valley Banks.
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Retail Investors appreciates the immortalization of confessions from Financial
Institutions, Market Makers, Family Offices, Hedge Funds, ISDA Members, Crypto Exchanges,
Swaps Counter-Parties, Venture Capital, & respective Legal Counsel on the U.S. Securities and
Exchange Commission’s (the “SEC” or “Commission”) release on proposed Rule 13f-2
(“Proposal’) under the Securities Exchange Act of 1934. Financial Institutions ISDA Counter-
Parties, Hedge Funds, Crypto Exchanges, & Family Offices full knowledge Signed ISDA and
Swaps Contract “directly or indirectly, actually or synthetically, relating to such Transaction or
any connected hedging activity” “that can be used to create a long or short exposure to the
Shares or Index” thereby creating “Synthetic Buyer” or “Synthetic Seller”. Utilizing “Share Swap

Transaction”, “Share Basket Swap Transaction”, “Index Swap Transaction”, “Index Basket Swap
Transaction” a “Custom Index Basket”, “Broker-Dealer Swap Tokenized Shares on Exchange”,
& “Digital Asset Securities-Based Swap” without having to own the underlying Shares/Assets or

deposit reserves.

Broker-dealer customer protection rule to require certain broker-dealers to perform their
customer and broker-dealer reserve computations and make any required deposits into their
reserve bank accounts daily rather than weekly. These Rules for daily reserve computation
requirements should apply to Broker-Dealers, Security-Based Swap, Crypto-Based Swap,
USD/Stable Coin-Swaps, Digital Asset Securities-Based Swap, & Dealers with respect to their
Digital Asset/Security-Based Swap customers.

The documentation & confession using financial instruments such as “rate swap
transaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or
equity index swap, equity or equity index option, bond option, interest rate option, foreign
exchange transaction, cap transaction, floor transaction, collar transaction, currency swap
transaction, cross-currency rate swap transaction, currency option, swap tokenized stock, swap
dollar pegged Circle’s USDC, USD/Stable Coin-Swaps, Digital Asset Securities-Based Swap or
any other similar transaction (including any option with respect to any of these transactions)” as
defined within ISDA agreements. These instruments & “securities-based swaps underlying
certain” EquiLend, FTX, Alameda Research, & Archegos' “positions in order to raise or depress
the price of and induce others to purchase those securities”

Daniel L. Brockett (Quinn Emanuel Urquhart & Sullivan, LLP)

“Credit Suisse executive who sat on the EquiLend board told SLX that EquiLend was like
the Mafia run by five families. He also stated that nothing would happen in the market
with regard to SLX's platform unless the five families agreed jointly that it should happen”
“Credit Suisse managing director recommended getting together all of the members of
the family to discuss AQS and SLX in light of regulatory developments. At or about the
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same time, the head of securities lending at Bank of America also expressed an intent to
convene a meeting of the five families”

“There was similar pressure applied to customers. The dealers pressured existing
participants not to trade on AQS or SLX and made similar threats to entities about
withholding banking services if they were to use either of these platforms. For example,
major hedge funds — Renaissance Technologies, D.E. Shaw, Millennium, and SAC
Capital — were all refused access to these platforms, and each were told the same thing:
If you don't like this decision, you could take your business elsewhere. That is what all of
the prime brokers told the hedge funds when they sought access to the AQS and SLX
platform”

“Goldman Sachs also threatened Bank of New York Mellon when it learned that BNY
intended to use AQS. Goldman threatened to cancel all open stock lending trades and to
refuse to do business with BNY in the future if BNY were to support either one of these
platforms. So, again, you have common threats that were made to market participants
who sought access to these platforms”

“All of the dealers caused EquilLend, which they controlled, not to support these new
platforms. And then, in the end, all of the banks on the EquiLend board supported the
acquisition of the assets of both of these platforms, not for the purpose of making any
commercial use out of them, but for the purpose of shelving them and shutting them
down as independent competitive forces in the marketplace”

Charles Washburn (Partner at Manatt, Phelps & Phillips, LLP):

“Indeed, internal counsel from the various prime brokers held a call among themselves
earlier that day, agreeing that lawyers would be present on any calls between the brokers, and
that the lawyers would read a script on each call making clear that no broker was permitted to
disclose its Archegos-related positions”, including Counter-Parties HUDSON BAY CAPITAL
MANAGEMENT LP, BARCLAYS CAPITAL INC., BNP PARIBAS, MERRILL LYNCH
INTERNATIONAL, NATIONAL FINANCIAL SERVICES LLC, STATE STREET BANK AND
TRUST CO., UBS SECURITIES LLC, BNP PARIBAS SECURITIES CORP., GOLDMAN
SACHS & CO. LLC, MERRILL LYNCH PROFESSIONAL CLEARING CORP., UBS AG,
PALOMA PARTNERS MANAGEMENT COMPANY, BOFA SECURITIES, INC., CITIGROUP
GLOBAL MARKETS INC., DEUTSCHE BANK AG, DEUTSCHE BANK SECURITIES INC., J.P.
MORGAN SECURITIES LLC, MERRILL LYNCH PROFESSIONAL CLEARING CORP.,
MORGAN STANLEY & CO. INTERNATIONAL PLC, BARCLAYS BANK PLC, CITIGROUP
GLOBAL MARKETS INC., CREDIT SUISSE SECURITIES (USA) LLC, DEUTSCHE BANK AG,
DEUTSCHE BANK SECURITIES INC., GOLDMAN SACHS INTERNATIONAL, J.P. MORGAN
CHASE BANK, NA, MERRILL LYNCH INTERNATIONAL, MERRILL LYNCH PROFESSIONAL



CLEARING CORP., SG AMERICAS SECURITIES, LLC, THE BANK OF NEW YORK MELLON,
THE BANK OF NOVA SCOTIA, UBS SECURITIES LLC, UBS SWITZERLAND AG, WELLS
FARGO BANK NA, SS&C TECHNOLOGIES, INC., SAMLYN CAPITAL, LLC, BARCLAYS
CAPITAL INC., FIDELITY PRIME SERVICES, J.P. MORGAN CLEARING CORP., MORGAN
STANLEY & CO., INC., NATIONAL FINANCIAL SERVICES LLC, BARCLAYS CAPITAL INC.,
FIDELITY PRIME SERVICES, MERRILL LYNCH INTERNATIONAL, MORGAN STANLEY
CAPITAL SERVICES, LLC, THE NORTHERN TRUST INTERNATIONAL BANKING
CORPORATION, MORGAN STANLEY FUND SERVICES (CAYMAN) LTD., “CS participated in
block sales of overlapping positions on April 5 and 14, 2021, liquidating approximately $3 billion
and $2.2 billion, respectively, on those dates. Otherwise, CS liquidated its other historic
Archegos positions through open-market, algorithmic trading. As of April 22, 2021, CS had
liquidated 97% of its Archegos exposure.” “Goldman was organizing block sales of certain ADR
positions and invited CS to participate. CS ultimately participated in three such Goldman-led
block trades, selling shares in Baidu, Tencent, and Vipshop Holdings. In these trades, Goldman
did not disclose to CS the number of shares it was putting up in the block, and there was no
agreement with Goldman as to which broker’s shares were being sold first and/or how the sales
would be distributed. Apart from the block, CS engaged in algorithmic trading that day, aiming to
stay within 2-3% of average daily volume.

Ultimately, CS sold just over $3 billion notional on March 26, approximately $1.27 billion of
which was sold in the Goldman-led block sales.”

Prime Brokers Dealers/Family Office/Major Hedge Funds Member confession and admissions

“...I and others executed trades that allowed the fund to amass market power and
certain securities traded on U.S. exchanges. Archegos used security-based swaps to
gain exposure to these securities while concealing the true size of the fund’s positions
from the market and our trading counterparties. Once Archegos gained market power in
these securities, | and others used this power to trade in such a way as to artificially
manipulate the prices of the securities. Acting at the direction of the head of the fund
[Hwang], | traded to increase the prices of names in which Archegos held long positions
and reduced the prices of securities in which the fund hel[d] short positions. | did this by,
for example, buying large amounts of a stock when the price dropped in response to
negative news or trading premarket when | knew the fund'’s activity would have a greater
impact on price. | manipulated the prices of these securities in order to influence others
in the market to buy or sell the securities in ways that would benefit Archegos’[s] key
positions and increase Archegos’[s] purchasing power through variation margin.” “each
were told the same thing: If you don't like this decision, you could take your business
elsewhere. That is what all of the prime brokers told the hedge funds”



Using positions in “highly-liquid, larger cap issuers” towards “less liquid, China-based

issuers, as well as relatively smaller cap U.S. media and technology companies” “artificially
increase the market value” & “artificially inflate the share prices”.

These ISDA Counter-Parties & Swaps Contracts use “manipulative trading in those
stocks interrupted the natural interplay of supply and demand for those stocks — and distorted
their underlying economic value for the Counterparties and other market participants — by
causing at least two sets of false pricing signals in the market: (1) that the Top 10 Holdings
stocks were held by a relatively broad range of market participants, reflecting a relatively broad
supply and demand for those stocks — when, in fact, a single buyer (Archegos) was
surreptitiously, and by fraudulent means, dominating the market for those stocks; and (2) that
the prices of those stocks, both daily and over time, reflected normal market forces when, in
fact, their steep climb (and ultimate precipitous fall) was due at least largely to Archegos’s
fraudulently dominating the market for, and engaging in manipulative trading of, those stocks.”
“These swaps allow clients to obtain "synthetic" leveraged exposure to the underlying stocks
without actually owning them.” Also known instruments “derivative known as a total return swap
("TRS")".

Before making recommendations regarding the Proposal, it is important to put some
ISDA members, Prime Broker Banks, Family Offices, Crypto Exchanges, & Counter-Parties own
confession, admissions and documentation around the shortcomings of the current system and
the Commission’s goals with this proposal in order to evaluate whether the proposal will be
successful.

“Short selling volume and transactions data cannot easily explain changes in short
interest, exposing a gap between these two types of existing data.” Furthermore, these data
sets are subject to differences in reporting lag, and can misrepresent the amount of short selling
due to mismarking, manipulation & method by Hedge Funds, Family Offices, Brokerages,
Financial Institution, Crypto Exchanges, Counter-Parties & ISDA members.
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Crypto Exchanges Sam Bankman-Fried FTX, Alameda Research Response to Signal
Auto Deleting Messages with Ryne Miller (Sullivan & Cromwell Partner; Lead Bankruptcy
Counsel/Former CFTC Legal Counsel) & Zach Dexter (CEO LedgerX received licenses from
CFTC) in regards to “RH [Robinhood] wants to acquire derivatives” “Caroline [Ellison] doesn’t
have access” “she [Caroline Ellison] should not be blocked”



Crypto Exchanges confessions, admissions, exhibits (Presentation to Paradigm on Tokenized
Stocks); Sam Bankman-Fried FTX, Alameda Research, Coinbase Custodian w/ LMK Labs
(OTC Swaps), Maclaurin Investment, West Realm Shires, Clifton Bay, & Island Bay Ventures:

“Say you Tokenize Stocks. Instead of waiting 2 days to settle, you can swap AAPL-token
<> USD-token on a blockchain”

Zixiao Wang (Gary Wang) FTX, Alameda Research, Coinbase Custodian w/ LMK Labs (OTC
Swaps), Maclaurin Investment, West Realm Shires, Clifton Bay, & Island Bay Ventures Guilty
Plea Transcript:



“THE COURT: First, in connection with any swap or contract of sale of any commodity in
interstate commerce or contracts for future delivery on or subject the rules of any
registered entity”

Caroline Ellison FTX, Alameda Research, CoinBase Custodian w/ LMK Labs (OTC Swaps),
Maclaurin Investment, West Realm Shires, Clifton Bay, & Island Bay Ventures Guilty Plea
Transcript:

‘there are three elements to this crime:

First, in connection with any swap or contract of sale of any commodity in interstate
commerce or contract for future delivery on or subject to the rules of any registered
entity”

Nishad Singh FTX, Alameda Research, CoinBase Custodian w/ LMK Labs (OTC Swaps),
Maclaurin Investment, West Realm Shires, Clifton Bay, & Island Bay Ventures Guilty Plea
Transcript:

“THE COURT: There are three elements to this crime:

First, in connection with any swap or contract of sale of any commodity or interstate
commerce or contract for future delivery to on or subject the rules of any registered
entity”

“THE COURT: Thank you. Do you understand, Mr. Singh, the elements of the charge of
conspiracy to commit commodities fraud as distinguished from the substantive offense of
commodities fraud?”

“THE DEFENDANT: | do”

“IEX has asserted that the FTX entities fraudulently induced IEX into entering into the Share
Exchange Agreement”

“l, Alex Mashinsky, Chief Executive Officer of Celsius Network LLC (together with the

above captioned debtors and debtors in possession, the “Debtors”), and certain of its Debtor
and non-Debtor affiliates (collectively, with the Debtors, “Celsius” or the “Company”), hereby
declare under penalty of perjury”

“Swap. In addition to offering consumers the ability to purchase cryptocurrencies on its
platform, Celsius offered users the ability to “swap” (“trade” or “convert”) eligible
cryptocurrencies for another type of eligible cryptocurrency without paying a fee (the
“Swap Service”)”



These are significant and material shortcomings in the transparency of US capital
markets, but the Commission neglects to acknowledge the impact of these shortcomings. The
lack of transparency into short positions has led to deep mistrust & manipulation by these
Financial Institutions in markets for retail investors, and especially for newer retail investors. The
Commission risks alienating these investors and driving them away from US capital markets if
they do not act to provide transparency and certainty for them.

We Need Increased Transparency

Despite the pushback from industry firms who face increased compliance costs &
spotlight shining on the method of manipulation, we fully support the Commission in this
rulemaking, and urge the Commission to go further with these disclosures. Our movement is
born from frustration over the many complex and conflicted aspects of market structure, with a
lack of transparency and visibility into the inner workings around short selling being a primary
driver of our retail investor supporters. The lack of transparency around short positions, the
inability to adequately quantify short interest, and the ability for firms to skirt regulation through
derivative positions such as options and security-based swaps are making a mockery of our free
and open markets. The inadequate ability to properly measure and understand economic short
exposure leads to supply/demand imbalances in markets and affects trading prices.

We often lament the fact that regulators in other jurisdictions have done more, moved
further, and advanced the cause of transparency far more significantly than we have in the US.
As other commentators have noted, the EU adopted a short sale reporting regime that
essentially
requires “immediate public disclosure of large short positions,” by individual issuers. Despite this
onerous disclosure regime that goes much further than the Proposal, we agree that “a study
of the impact of the EU’s regulation finds no evidence that the disclosure requirements have
resulted in increased coordination or have resulted in short sellers being targeted for short
squeezes.” The concerns from the industry and from the short selling community are simply not
valid.

Harmonizing the Proposal with European standards would provide significant benefits,
both from a transparency perspective and from the short-selling investment manager’s
perspective - it is far easier to comply with the same rule across multiple jurisdictions than to
manage varying standards and rules from country to country.

It is also important to note, from the perspective of how to set an appropriate threshold
for disclosure that, as the Commission acknowledges, the European threshold of 0.5% is being
gamed, and therefore setting a threshold substantially higher than that will lead to even further
gaming of the threshold and disclosure avoidance. There should be little doubt that firms will
attempt to game any threshold that is set, as has happened with 13F long disclosures for many



years. Given the European experience with a very low threshold, we would argue that it is
important to set the threshold as low as possible to mitigate any effects and impacts from firms
attempting to game the threshold.

Despite the constant concerns expressed in comment letters about “reverse engineering
trading strategies” and the concern voiced in the proposal that there would be a “risk of
retaliation towards short individual sellers... as well as the ability for market participants to
engage in copy-cat strategies,” the same can be said of current 13F disclosures. Indeed there is
an entire industry that follows 13F and other similar disclosures (e.g., politician trades) and
allows for copy-cat strategies.

The value of transparency and the need for investors, both retail and institutional, to
understand the holdings of investment managers, as well as to form an accurate picture of short
interest and short trading dynamics should far outweigh these concerns. The Commission has
agreed with this view in crafting 13F policies, the EU has agreed with this view with their
disclosure regime, and the Proposal should be expanded to include robust public disclosure at
the individual manager level of this information.

Finally, we would further urge the Commission to set a goal to harmonize reporting &
Deposit Reserve Computation timelines for all relevant disclosures, from 13F long and short
disclosures to reporting timelines for FINRA and the SROs to ensure that data is released
consistently, to avoid misunderstandings and misconceptions.

Choice and Control are Fundamental Investor Rights

Much like the reasoning behind recent proposals from the Commission around ESG
Disclosures, retail and institutional investors want to know the composition of the positions of
the funds that they are investing in. While retail investors may not always have access to the
type of funds that accumulate significant short positions, they may still be in the position of doing
business with such firms, and they deserve to know when such firms are betting against core
portfolio positions that they may be holding and may be very passionate about.

The feedback from the industry has several consistent themes, but primarily it is focused
on disguising short selling activity and reducing transparency. This is antithetical to the
Commission’s objectives with the Proposal. Investors, both retail and institutional, cannot
properly exercise their right to choose investments, counterparties and other relationships
without visibility into the firms that they are investing in or doing business with. An appropriate
level of transparency is absolutely required to empower investors to act in their own best
interests in an informed manner.



All Short Exposure Must Be Included

The Proposal as currently crafted has a huge hole that must be remedied, one that the
Commission is well aware of - “an investor wishing to profit from the decline of a security’s value
can also trade in various derivative contracts, including options and security-based swaps.” The
failure to include derivative exposure in this rule will inevitably result in firms exploiting the
loophole and will drive more and more firms into the less regulated and less transparent space
of derivatives. As the Commission acknowledges in the proposal, “trading in derivatives
frequently leads to related trading in the stock market as derivatives’ counterparties seek to
hedge their risk.” Derivatives have an impact on the market, and can have a detrimental effect
on the price of stocks, as EquiLend, Archegos, FTX, Alameda Research, & Celsius
demonstrated so clearly. While the positions held by EquiLend, Archegos, FTX, Alameda
Research, & Celsius were not disclosed anywhere publicly because they had exploited a
loophole in 13F disclosures, the impact on the market was material and overwhelming. Indeed,
had these derivative positions been adequately disclosed, it is likely that institutional broker-
dealers would have had enough information to mitigate the impact of EquiLend, Archegos’, FTX,
Alameda Research, & Celsius trading would have been able to recognize the significant
exposure that resulted from the leverage they extended via total return swaps & Digital Asset
Securities-Based Swap, and would have prevented the crisis from developing in the first place.

In much the same way, it is critical for institutional broker-dealers and for retail and
institutional investors to understand the extent to which individual firms have high levels of short
exposure to individual stocks or ETFs, regardless of whether that exposure is via equity,
through the use of derivatives or through other novel mechanisms that the Commission has not
considered. Markets are changing and evolving, and as regulators impose new disclosure
requirements on firms, those firms will figure out ways to game or avoid those disclosures.
That’s what EquiLend Prime Brokers, Archegos, FTX, Alameda Research, BlockFi, Voyager, &
Celsius did with swaps, and that’'s what other firms might do with other novel ways of gaining
short exposure. One example of this could be through security tokens on crypto exchanges.
Another could be through the use of fungible or nearly fungible holdings in foreign affiliates - all
equity, derivatives, & Digital Asset Securities.

If one of the primary goals that the Commission is seeking to achieve with the Proposal
is to give retail and institutional investors, along with regulators, better visibility into economic
short exposure, it is imperative that all short exposure is included.

We would also encourage the Commission to include ETF creation and redemption
activities. “ETFs constitute 10% of U.S. equity market capitalization but over 20% of short
interest and 78% of failures-to-deliver.” Authorized participants are incentivized to “operationally
short” ETFs, and often fail to deliver these shares. This is a potential source of stress on
financial markets, and “the potential source of stress on the financial system appears to have
shifted from common stocks during the pre-crisis period to ETFs during the post-crisis period.”



As such, transparency into the ETF creation and redemption process is more important now
than ever before. Whether that transparency starts strictly with regulatory transparency versus
public disclosure is one that the Commission will have to decide - we would urge full public
disclosure of ETF activities in order for the public to more accurately and adequately evaluate
the risks involved in trading ETFs, and to better understand the short interest numbers in ETFs
that can vary wildly.

Hedging Indicator

If the Commission insists on continuing with the aggregated disclosures, we would offer
one suggestion for an important change. The current proposal for categorizing a position as not
hedged, partially hedged or fully hedged could lead to serious problems and misrepresentations
of actual economic short exposure, which is the first shortcoming identified by the Commission.

Aggregated information could actually end up being very misleading, by painting an
inaccurate picture of the size of short positions despite the “hedging” distribution disclosure.
“Partial” hedging could be manipulated or abused to mask true short positions (e.g., by hedging
an immaterial portion of the position to flag it as “partially hedged”), and overall gross position
disclosures could overstate short positions when net positions are not accounted for. A better
solution would be to have the actual amount of position hedged, which could range from 0% to
100%+ if the manager’s long position is larger than the manager’s short position. This is similar
to one of the alternatives proposed by the Commission, to report the delta value of hedged
positions. This would be a critically important addition to the Proposal and make it far more
informative if aggregation is the direction the Commission goes.

Bona Fide Market Making Reporting

We believe it is important that the Proposal’s provision that would “require CAT reporting
firms that are reporting short sales to indicate whether such reporting firm is asserting use of the
bona fide market making exception under Regulation SHO” is included in the final rule proposal.
While we are encouraged by this, as it signals that surveillance teams and regulators are finally
trying to better understand the use of this exception, we believe it to be an antiquated exception
that is no longer applicable in modern markets, and which should be eliminated. The bona fide
market making exemption is being abused, as illustrated by recent enforcement actions, and
provides an unreasonable competitive advantage for firms who do not have affirmative
obligations to make continuous markets on lit exchanges. As the Commission acknowledges in
the proposal, “[flirms that do not need to obtain a locate prior to effecting a short sale, on the
basis of the bona fide market making exception, have a competitive advantage over firms that
are required to obtain a locate because these firms can trade more quickly and more easily
adjust to or take advantage of changing market conditions.”



It is also possible that market makers are using the bona fide market making exception
to include transactions and arrangements where other broker-dealers or customers are using
the market maker’s exception to avoid compliance with Regulation SHO. It is important that the
SEC and FINRA have the surveillance tools and data necessary to police markets, and
including this data in CAT should be an easy decision.

While it is outside the scope of the Proposal, we believe that market structure reform
should focus on leveling the playing field, and fostering more robust and verdant competition in
markets. Repealing regulation that affirmatively advantages certain firms over other firms is an
important step in that direction.

Conclusion

Retail Investors appreciate the opportunity to respond to the Proposal & Immortalization
of confessions from Financial Institutions, Market Makers, Family Offices, Hedge Funds, Crypto
Exchanges, ISDA Members, & Swaps Counter-Parties. Market Markers, Brokerages, Prime
Brokers, Financial Institutions & ISDA Members using the “riskless” principal & “block
trades” in connection with Volume-Based Exchange Transaction Pricing for NMS Stocks.

Market Markers, Brokerages, Prime Brokers, Financial Institutions, ISDA Members,
Venture Capital/Private Equity controls majority of the trades and has the ability to move those
orders classified under “riskless principal” to “block trades” and then use Swaps & Crypto
Exchanges to “Tokenized Stocks/Assets” “mimic the price movements of publicly traded stocks”
& “tokenized stocks to amount to a financial contract between a customer” and “track a stock
price”. Then using “Caroline 3/31/2022” *tokenized stock loans”, repledge & commingled Digital
Assets as Collateral for Venture Loans with California Banks (Silicon Valley Bank, Signature,
SilverGate, First Republic).

Especially, Sam Bankman-Fried (CEO FTX) Signal Messages with Ryne Miller (Sullivan
& Cromwell Partner/Former CFTC Legal Counsel) & Zach Dexter (CEO LedgerX), Binance with
Controlling Interest in regards to how Equities from Companies where “RH [Robinhood] wants to
acquire derivatives” swapped for Digital Asset derivatives. Once Physical Equities Swapped
with Broker-Dealer USD Pegged Stable-Coin will never perform reserve computations and
make any required deposits into their reserve bank loan accounts daily or weekly or eternally;
due to misleading information; example GUSD/USDC/Paxos/USDT are Backed 1 to 1 with US
Dollar Values. Charles Washburn (Partner at Manatt, Phelps & Phillips, LLP) “a lending
business in California and is still holding crypto currency as collateral in connection with those
loans”. Which governmental body/agency will confirm those Digital Asset/Security or USD-
Pegged Stable-Coin are backed with Physical Assets with Same Values used (ONCE) as
Collateral for Loans?
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Allowing Self-Regulatory Organizations “OCC” “the sole clearing agency” for “stock loan
and futures transactions” and changing Margin Requirements with the Proposal when “OCC”
failure to liquidated “$23.6 quintillion dollar” from Celisus, Voyager, BlockFi, FTX, Binance &
Hundreds of Rehypothecated & Commingle Venture Investment Loans & Collateral obtained
through Fraud & Manipulation; would allow a greater Black Hole which the World’s Financial
Stability & Economy can not recover from. For the reasons above & For Immortalization of
history in remembrance of the criminals and criminal’s enablers that will or will not allow this to
occur, Unusual Dragon opposes the Proposal.

Thank you for considering our comments and we would be happy for Prime Broker
Dealers, ISDA Members, Crypto Exchanges, & Swaps Counter-Parties contracts and admission
to answer any questions or further explain any of the points.

Sincerely,
Nanoc Elvis
Unusual Dragon’s Hodl

[Sun Tzu: Know the enemy and know yourself in a hundred battles you will never be in peril.
When you are ignorant of the enemy but know yourself, your chances of winning or losing are
equal. If ignorant both of your enemy and of yourself, you are certain in every battle to be in
peril.]
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In LA last weekend, | met with/Michael Kives and his firm, K5.

He is, probably, the most connected person I've ever met. In attendance at the dinner at his

house were:
1) Hillary Clinton
2) Doug Emhoff
3) Katy Perry
4) Orlando Bloom
5) Kate Hudson
6) Leonardo DiCaprio
7) Jeff Bezos
8) Ted Sarandos
9) Kendall Jenner

10) Kris Jenner
11) Corey Gamble

Etc.

He seems to be genuinely close to them—e.q. is vacationing with Katy/Orlando/Kate right now,
Bill/Hillary spoke at his wedding, etc.

He’s been very friendly to us, and already started to create valuable relationships. He intro’d
me to everyone | asked at the party and was open/active in doing so.

K5 is his firm with'his cofounder, Bryan Baum. It’s a joint VC-firm and incubator, for e.g. 818
Tequila (with Kendall Jenner).

They want with us:

N —

N

(9] w
N N N N N’

(*2)

A guide to the crypto industry

Co-investments and sharing dealflow

Us to consider endorsements with their friends
Us to be added to their club

Us to work with them on Democratic politics
Maybe us to invest in them or some stuff, idk

We can get from them:

Essentially infinite connections. | think that if we asked them to arrange a dinner with us,
Elon, Obama, Rihanna, and Zuckerberg in a month, they would probably succeed.
Potential endorsement deals

Potential unpaid partnerships with celebrities

Working together on electoral politics



https://www.hollywoodreporter.com/news/general-news/hollywood-nuptials-lured-clintons-sheryl-sandberg-1164084/
https://tfiglobalnews.com/2022/01/01/michael-kives-the-super-networker-and-investor/
https://www.instagram.com/p/CZ5Qw2-vVoW/
https://drink818.com/
https://drink818.com/
https://harrypotter.fandom.com/wiki/Slug_Club
https://www.instagram.com/p/CZ5Qw2-vVoW/
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5) Political relationships

FWIW I've generally gotten good vibes from them.

Bryan is going to be visiting the office tomorrow; he lives in Miami most of the time, the rest
mostly live in LA.

| think this should substantially change some things. In particular | think it's something of a
one-stop shop for relationships that we should utilize, and can supersede a lot of other things
we have.



° \trading has been better Iater!\

(Commented [1]: nice!

o general themes:

[e]

lots of activity in altcoins
putting on good deltas
OTC going well

specifics:

Stepn team selling us 100m GMT tokens OTC ($9m)
e came from Terence chatting with them at conference
got short APE before the land drop ($15m)
sold MOB into binance listing ($5m)
general decent trading around crashes/liquidations
putting on SOL deltas around downtime

e putting a lot of effort into managing market making closely
I've been managing it a lot more actively:

(e]

[ ] lbeen digging into details with Gabbie and Diana a Iot‘
o \I think things are going better:\

weekly meetings
slack channels to discuss proposals before we send them out and track
feedback/requests from projects

(Commented [2]: how are they doing?

)

resolved drama with LOOKS, SCRT, and NUC
been improving a bunch of stuff in response to feedback

o we unfortunately didn’t get Project Galaxy (worth $20m?)

® personnel

takeaways:
e bid higher strikes
e work on Chinese language networking/relationship building

o cautiously optimistic about T’Shae

o \planning to fire Stephen this week\
o [Emma is coming to Bahamas this week‘

to do:

getting her more involved in Alameda stuff etc

| Commented [3]: Diana: super proactive and
enthusiastic, smart, def still learning and misses a lot of

stuff. Trying to get her to be more careful and run more
stuff by me

Commented [4]: Gabbie: ton of potential, smart and
good at a wide range of things. | think main thing is that
she tries to take too much on and feels shy to ask for
help (eg, promising a bunch of stuff to projects, not
delivering on time and not making other people aware
of it)

(Commented [5]: | gave her some feedback on it

(Commented [6]: nice

NN

(Commented [7]::)

[Commented [8]: nice; permanently or temporarily?

o want to be more connected to crypto projects and aware of crypto news, feel
like most of our good trading has been related to that

] \setting up regular chats with the ventures team\

(Commented [9]: Temporary | think

AN N

(Commented [10]: maybe also Ma?

o feel like there’s a lot of good half-baked ideas for trading projects etc

(e]

should probably be better at managing now that | don’t have an insane number

and maybe need to follow through wiht execution a bit more

of reports



worries/questions

o office locations
m Asia hours coverage has been tough
m should people go to HK/Singapore/Dubai/stay here??
m note a bunch of the office is planning to be in CA for a month this

summer

o Nate

[ ] [burnout doesn’t seem to be improving

(Commented [11]: oof, any idea why?

o leverage
[ ] [both actual leverage, and presenting on our balance sheet\

Commented [12]: Not sure, should talk to him more.
Adithya being at FTX prob doesn’t help

Commented [13]: yup, and could also get worse -- do
you put Paper Bird/FTX Equity on the balance sheet?

((Commented [14]: Uh | don't think so

N A A N
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| only started thinking about this today, and so haven’t vetted it much yet.

But: | think it might be time for Alameda Research to shut down.

Honestly, it was probably time to do that a year ago.

The reasons:

1)
2)

The PR hit from Alameda and FTX both existing is really large
The current Alameda leadership is good, but not good enough to be able to trust with
such a big operation.

a) The fact that we didn’t hedge as much as we should have alone cost more in EV
than all the money Alameda has ever made or ever will make, and that’s the kind
of critical mistake we’re likely to make if I'm not actually running the show there.

b) Caroline is not a natural leader, and probably never will be

c) She’s also unhappy at Alameda, and is doing it because she thinks it's important

Alameda’s culture has become mediocre at best

a) people don’t bother coming into the office or being co-located

b) There’s a brain drain—we’ve hit a downward spiral where good people leave, and
so then there aren’t any good people, so future good people leave (or don’t join)

c) There isn’t sufficiently strong leadership to reverse this

In the current environment, capital is really expensive, and Alameda doesn’t justify it

a) There are no longer really many borrow/lenders left

Alameda is making some money trading, but not enough to justify its existence
To the extent that there is a niche for a trading firm, that firm should be Modulo
a) It has much stronger culture and leadership than Alameda
b) It has much lower PR cost

The main downside here is that, given the amount that Alameda is doing, we can’t really shut it

down.

So instead | think we would do something like:

Announce publicly that Alameda was no longer going to trade, and instead just be a
research/infrastructure firm

i)  This should resolve most of the FTX/Alameda PR issues
Keep around entities for holdings/etc.
Transition almost everyone off of Alameda; either we let them go, they join Modulo, or
they join FTX

There are large downsides to this, too!
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a) Less liquidity on FTX
b) Really hard to unwind Alameda

c)

There is large profit potential we’d be giving up

d) Harder to get market making deals, etc.

i)  And e.g. Aptos/Sui venture stuff—~we’d have to think about how to phrase that

| feel really uncertain what’s right!

But | also don’t know that we're going to get more information here.

So | guess my plan is that, this coming weekend, we should just make a call, and enact it before
next Monday, one way or another.

Thoughts?

A possible tweet thread:

1)

2)

4)

We Came

We Saw

We Researched

Alameda Research was a huge part of my life. It was one of my largest successes—and
then, briefly, largest failures—and then again successes.

The time | spent there will always be a part of me.

| think—and | may be a little biased—that Alameda has contributed a lot to the digital asset
ecosystem.

It's contributed liquidity, of course—in markets, and stablecoins, and venture.

But it's done more than that.
Alameda has been one piece backstopping the ecosystem.

It's ironic, sometimes, to see people asking if Alameda sold Solana when markets
crashed.

Ironic because the answer, almost always, is: it bought.



5) Alameda has been a buyer when no one else is ready to buy—when markets are wild
and volatile and prices are crashing and capital is scarce—whether that’s projects,
tokens, or companies.

6) Possibly no time as prominent as/Sushiswap.

During its darkest days—the time when no one wanted to help, when everyone had
pitchforks—we were given the task of bailing it out.

And we did: we cleared our calendars and helped stabilize the protocol, supporting it
until it was healthy enough to stand on its own feet again.
7) And Alameda has built.

It's built infrastructure. It's built nodes. And it's helped guide a huge number of projects.
8) I'm proud of what | was able to do at Alameda. But I’'m even more proud of what
Alameda has been able to do since | left:

Becoming a large global source of liquidity, guidance, and backstopping for the entire
ecosystem.

9) And, you know, doing a good trade now and then—sometimes helping customers can be
profitable.

(When Japanese traders were charged 10% more for each BTC, Alameda jumped in
and provided liquidity—giving them better prices, and briefly doing an incredibly excited
arbitrage.)

10) | think that liquidity is incredibly important for any ecosystem, but especially so for a
nascent one like crypto.

The number of sophisticated liquidity providers has increased rapidly over the last few
years, rendering Alameda’s on-exchange trading less important for the ecosystem than it
once was.

11) But less important doesn’t mean unimportant, and it still plays a valuable role.

12) Which is one of the reasons that I'm sad to announce that, today, Alameda Research is
doing its final trade.

13) There are a lot of pretenses | could give—but the truth is none of them are really true.

For the past few years, the FUD around Alameda’s relationship with FTX has been too
much of a burden to justify its existence.

14) This FUD has been largely spread by competitors of FTX, looking to distract from their
problems.

And, it's not true.

| can say that until I'm blue in the face, but in the end | have to face reality: the PR cost
is not worth it.
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15) So, to clear the air once and for all:

Alameda’s role, previously, was providing liquidity. It did so at its own expense, going
through the same orderbook as everyone else.

Going forward, Alameda will continue to not do nefarious trading activity on FTX,
because it won’t do any trades on FTX.

Or anywhere else.
16) It's too bad, for the space, that this is where we’ve ended up.

It's especially galling because some competitors have internal trading desks that are an
(open) secret, which specifically use confidential customer information to manipulate
their own markets.

And then try to distract by talking about legitimate liquidity providers in the space.
17) But I'm done fighting that PR battle.

And in the end, what’s done is done.
18) Alameda had a great run.

And It will continue to engage in the ecosystem, as an investor and supporter and
infrastructure developer. But no longer as a general exchange liquidity provider.
19) I'll end with four last fun facts about Alameda.
20) First, Mashing.

For a glorious month in January 2018, every weekday Alameda would wake up, buy
BTC at ~$10k in the US, and sell it at ~$11k in Japan.

One step of this process was turning JPY into USD.
21) The banking interface was incredibly slow for doing this, and limited to $100k per
transaction.

Also, we only had about 10 minutes between when the JPY hit our bank account and the
wire transfer deadline to send out USD.

22) So, around midnight every night, we would all stop what we were doing and load the
bank website.

Peter, who built a huge amount of Alameda’s initial operations, would start playing
https://www.youtube.com/watch?v=vNuVifA7DSU&t=5s

And we would all simultaneously click, as fast as we could, through the prompts; until we
ran out of time and send out whatever USD we’d been able to buy.


https://www.youtube.com/watch?v=vNuVifA7DSU&t=5s

23) Second, my biggest failure:

In February 2018, we got lazy—and our accounting was lazy—and we lost most of what
we’d made.

Employees were sad and angry and frustrated, and | had no idea what to do about that.
24) It wasn’t until the company split in two that | came to terms with the following facts:

a) In the end, everything is my responsibility

b) | can’t make everyone happy, and if people are unhappy they should leave

c) The most important thing is that | make sure we do the right things as a company
25) (For those conspiracy theorists wondering if Alameda is secretly Lantern:

No, Lantern was created four years ago by those who left over differences in
management style; we’ve not been on speaking terms.)
26) A third story is one | wrote in summer of 2019 on a hot, muggy day in Taipei:

Tonight We Are Young
https://docs.google.com/document/d/1o-

94nHOkFgSCkjXkIK30oLzyHxdU1HBTS8ITN aSbczt8/edit?usp=sharing
27) And, finally, a fourth story, one you guys already know.

Because nothing is more exciting to me than finding a great team building a great project
and going all in on it:

https://twitter.com/SBF_FTX/status/1347964322459262977
28) Alameda Research is dead.

Long live FTX.


https://docs.google.com/document/d/1o-94nH0kFgSCkjXkIK3oLzyHxdU1HBT8lTN_aSbczt8/edit?usp=sharing
https://docs.google.com/document/d/1o-94nH0kFgSCkjXkIK3oLzyHxdU1HBT8lTN_aSbczt8/edit?usp=sharing
https://twitter.com/SBF_FTX/status/1347964322459262977

work priorities:

hedging/getting more capital

o sell NQAs
O tokenizing stocks
o Blockfi

O raising from Saudis
make SBF’s delta visibility better
trading JGBs
serum governance thing/swordfish
PERP governance thing
fixing our upbit shit
getting more loans
deep dive for ventures stuff we could sell
politics stuff
testing FTX US stocks
look into Willie’s bc accum desposes
how much does it cost not to do PFOF?
follow up on RH wormhole Ox thing
figure out policy on location (5100m)
IAR plans
follow up on Deltec stuff (55m)
Playup ($5m)

o finish the rest of the DD docs
GHS ($2m)
paradigm trading ($10k/day)
understanding WAVES stuff (510m)
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e integrating Ledger Prime
e data retention

o go through my telegram DMs

o go through my telegram groups
® security

O remove people’s AR emails

O security checklist

things Sam is freaking out about:

e hedging

® bad PR in the next 6 months

o Alameda/FTX

® user experience

o VIPs: APl throughput

o click traders: front end lag
getting regulators to crack down on binance
raising from MBS
getting capital from Blockfi
Alameda/Modulo relationship
Willie being happy
insto stock onboarding
reddit
buying SNAP
trading JGBs
bad English lanugage content

making bonus process better for next semester

projects I’'m excited about:
e hedging our overall deltas
e understanding the ETH merge



current state

pnl:
[ ]

in the year so far, we’ve been averaging
o 1.6m/day trading
o 1.7m/day farming
o 1.2m/day loan interest
in the past month, it’s been
o 1.2m/day trading
O 2.5m/day farming
o 2m/day loan interest
notable/idiosyncratic pnl stuff:
o 10b from FTT
5b from SOL
4b from SRM
4b from MAPS/OXY/FIDA
-850m from BTMX thing
+500m from various seed round investments (including still unvested)

O O O 0O 0 °

+200m from market making payments
m lost 80m from AVAX, hoping to avoid losting another 80m
+150m from big otc trades
-150m from the thing?
+100m from BIT/FTT token swap
-100m from mdex hack

O O 0O 0O o

biggest trading pnl days:
12/4: 61m

5/19: 56m

9/7: 44m

11/4: 28m (FIDA, etc)
4/16: 22m

right now:

o 2% of overall crypto volume
20-50 bps of binance/hb/ok/bybit/kucoin/bitflyer
1-2% of upbit, gateio, gdax, deribit, bitstamp, cme
3-5% of bitmex, bitfinex, kraken, binanceus, dydx
10% of FTX
50% of FTXUS and serum
m very little on dexes besides serum

O average cost of capital = 6.7%
O averageroc=11.2%

Past couple months:

continued to increase our loan base, but not done much to deploy it
O also paying to borrow on FTX spot margin, etc
farming continues to get better
o David, Victor, Handi, Charlie doing most there
O big examples:
m  maiar: right now dropping $20m/day
® 20% of the pool, seems good now
e for first couple days were constrained by operational stuff
m dydx rewards
e S3m/day?
m 52-4m per binance launchpad
a lot of expensive trading bugs
o flash crash caused by USD fair override: -20m
bc despos incident: -15m
getting liquidated on ETH_PERP_BFX: -6m
bad colobot fairs thing: -4m
liquid FTT thing: -2.5m
sending ENS to a smart contract: -1m
bug with PERP fast model coefficients: -1m
USDC FE being bad: -200k

O O 0O 0O 0O 0o
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e commonalities in trading bugs:
O not enough trading coverage
O newish people making mistakes with not enough review

e fixes:
o alerts and pauses for high pct of volume and negative pnl
o validation for fair overrides
O having traders audit margin calculators
O bounds for bc desposes

o detecting bbo flickering
e also lots of good trading if we can do it!
O arbs
m FIDA
m coins listing on upbit; a lot of upbit vs coinbase vs binance
e trading stuff I'm excited about:
O preventing bad trades
m rapid models for everything
m improving validation and alerts
O better behavior re: arbs
m widening out if we buy a lot of coin on an exchange
m model improvements when coins are trading differently on different exchanges
o testing out lead-lag bot ol
o tracking pnl and noting bad stuff
e dev stuff I’'m excited about:
o Ul improvements
m Dbetter alerts
m command palette
o otcportal overhaul
o twitter bot
o farming automation?
e market making
o room for improvement in BD and relationship stuff
e hiring
O hoping to get Lucian and Ross
o GC
e Bahamas
O great to be around FTX
O not so great
m logistics have been painful to deal with

e food
® housing
® driving

® buying stuff
e office (no side rooms/phone booths)
m seems to make people more chill/spend less time on work
m high concentration of coverage during Bahamas hours
e personnel
o Elwin being gone is painful
m alot more things just get dropped
Tony is p important
trading being carried by Ben, David, Charlie, Handi/Victor sorta
Aravind, Richard, Alice doing their things
Terence and Lena on ops
Emma: not doing much yet?
Nate obviously, other devs doing some
Karthik is Karthik
® serum stuff

O O 0O 0O 0O 0OOo

e Chinese wall ...

action items:
e spread out coverage?
e do more stuff to fix bugs?



Since last year we've:
e 5xed our capital base in BTC terms
O prob put the extra 50% into farming, 15% into bigger positions, 35% into keeping more free
e gone from doing our first couple mm deals, to being one of the top market makers and prob doing a decent fraction of the deals
gone from buying our first shitcoins to buying a lot of shitcoins
e gotten decent trading coverage that doesn’t rely on Trabby and me
o unfortunately Elwin was a lot of this
o but hopefully we are ok with Charlie/Ben/David
O also Tony doing more coverage
e gotten other traders to mostly take over spreadsheet/new listing stuff
expanded dev beyond “Nate putting out fires”
o Christian is great, Oliver is decent, plus two more dev hires
O most pointer posts get addressed
o Nate seems fairly happy
e basically gotten the settlement team to take all settlement/ops from traders, and do a lot independently/without being asked
O Charlie and Terence crush it during HK day
O Anton seems promising as well
o still weaker during US day: have less of a sense of how much falls through the cracks then
e fraction of volume across exchanges and on otc portal has decreased
got on upbit which has been worth a ton
o other exchanges have been ehh: Imax + a bunch of dexes
e accounting/pnl tracking just as much of a mess as ever

how much room do we have to scale?

When | try to think about this object level, for many of these things | have the sense that we're “doing pretty well,” “already doing most of
what we could be,” etc. | feel like a lot of this is prob complacency/status quo bias so I’'m actually missing a lot of room for improvement. But
just putting down anyway.
® exchange trading
o0 being 5% of binance/hb/ok/bybit making 1 bp -> 900k/day
O potential avenues for this
m Karthik stuff
m iterating on current models/tech stack
e futures positions
o Ithink we have lately tended to be around 20% of futures Ol
m making on average 400k/day maybe?
m ranges from 0-1m depending on interest rate environment
m not usually limited by capital, more likely our impact or laziness/bad models
o I'd say potential improvements -> 150k/day
m we are working on futures model overhaul that might get a lot of this
e farming
o currently have ~5b/day of farming TVL
out of ~90b total, but most of that on stuff with returns < our cost of capital
on good farms, we generally aim to get marginal bps close to cost of capital
rarely capital limited | think
biggest limiting factors prob:
m finding out about farms
m actually doing them
m ongoing maintenance/reallocation
o (if we had cheaper borrows could also do more on big farms)
o improvements here: 300k/day?
o David/Charlie/Victor/Handi/Aravind seem to handle this pretty well
m surprisingly little supervision from Trabby/me, I've largely stopped paying that much attention to this since it seems to
do pretty well without me
e OTCtrading
O there’s prob a lot of room in getting portal whitelabeled for a ton of stuff?
o also alot in getting really big trades/whales/etc
e deltas
o feel like there’s maybe a ton of room here, though idk how to quantify



O egjust FTT deltas: really important pnl wise, kinda haphazardly executed, often don’t even do a good job being aware of what
they are and how they change
o right now deltas = kinda just Trabby, which doesn’t really scale
O maybe stuff here:
m better tracking/awareness
m automating some stuff
m more news-based/fundamentals-based trading
e seed round stuff
O we seem to do around 10 a month
O Brian seems to do most of these, with some other BD people involved too
O | honestly don’t feel like | have a great idea of how much more we could be getting
e market making
o we started doing our first mm agreements about a year ago
now | think we’re known as one of top 3 market makers
maybe we get like 40% of projects or something?
room to grow: 300k/day?

O O O o

Aravind and John have been handling this
m theyseem to do okay on the business side without a ton of supervision, need to step in sometimes mostly to make sure
they’re not playing too hardball/fucking up relationships
m okay on the logistics side (getting models/making sure we have capital/etc), still need someone double checking them
but getting better
® NFTs
o did like a bit of trying to buy some, seems like it didn’t go great
® new areas to expand into
o what in crypto am | missing?
o tradfi?

limiting factors in scaling:

® management/vision
O Honestly, | think this might be the biggest limiting factor in our scaling.
o | feel like neither Trabucco nor | has been doing a great job of pushing on stuff: we’re more in the mode of maintaining status

quo and trying to fix problems/make sure we execute well than pushing on areas for growth.

O As aresult things do get done but kind of slowly/casually.

® |ocation
o Thinking more, | feel like the costs from being in different locations are pretty high.
O Benis really good. But he’s prob only 50% or less as effective as he would be if he were in the same office as others.
o Similarly Victor and Handi have prob been < 50% as effective while traveling
o | think the new traders would all benefit a lot from being physically around Trabby more

e trading team
o feels like | have to spend a lot of time vetting/supervising/arguing with newer traders, though it's getting better over time
o could use more of like, traders having good ideas and executing on them

maybe limiting:
e devs
o this feels kind of in between

not limiting factors:

e capital
o at leastit’s not limiting our day-to-day operations currently
o once we spend 3b on ventures might be more limiting
o [current default planifor if we get more loans is to leave on an exchange for once-a-year crazy event

m Trabby thinks this is still worth 20% on the margin so higher than cost of capital

O Richard is doing a great job on getting more loans

e settlement/ops team/manual labor
o | think we have okay capacity here these days

action items:
® tryto just push more on stuff generally | guess
O and be more active in encouraging/praising stuff that seems valuable
o idk feels like I've been spending a lot of time in a kind of reactive mode, where all my brainspace is taken up by random
messages/pings/stuff that gets put on my plate, so don’t do enough things actively
® go to Bahamas soon
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people going back and forth from the US without quarantine would be great
maybe | should move up my trip

O O O

try and get Ben to visit for a few weeks
O push more on other people going as well
e kinda want to create more of an Alameda leadership team that includes Ben and Richard
o Ben
m want him to feel more included/special
m think he’d have good thoughts about a lot of high-level stuff
m maybe he can do more of the day-to-day pushing on like “hey this trading thing seems really important, let’s drop
everything and crush this”
o Richard
m wanna make sure he has all the context and gets looped into stuff
m | think he’s a good person to own a lot of basically Alameda BD/corp dev stuff
m also pretty good at pushing on/for things though only okay at making those the right things
e it feels like there might be a lot of room on the BD side of things--OTC, seed round stuff, finding more projects to mm for--but that’s
something | feel like | have less understanding of/more uncertain about
O maybe FTX side has this covered?
o otherwise could try to get Richard on more of it
® try to hire more JS people/other really good traders?


















Case 22-0C362 MBK106®JPEB [Fue®81/28/FledDitédB(P31/FB4p2 P50P3:17 Desc

Exhibit B Page 7 of 14

November 14, 2022

Thomas A. Hayes Jr. via email
Senior Vice President

General Counsel

E D & F Man Capital Markets Inc.
140 East 45th Street, 10th Floor
New York, New York 10017
thayes@edfmancapital.com

RE: ([E D & F Man Capital Markets Inc (“EDFM”). Account Number 49*-305**COMBINED
(the “Account”) holding Collateral Shares of Class A Common Stock of Robinhood (Ticker:
HOOD) (the “Collateral”) securing that certain Pledge Agreement (the “Emergent Pledge
Agreement”) entered into as of November 9, 2022, by and among BlockFi Lending LLLC
(“BlockFi Lending”), BlockFi International Ltd (“BlockFi International” and together,
“BlockFi”)), and Emergent Fidelity Technologies Ltd. (“Emergent”). Unless specified
otherwise, capitalized terms not defined herein shall have the same meanings assigned in the
Emergent Pledge Agreement.

Dear Mr. Hayes:

We represent BlockFi Lending and BlockFi International. Emergent has guaranteed the repayment
of certain obligations of Alameda Research Limited to BlockFi and has pledged a first priority security
interest in and to all of Emergent’s rights, titles and interests in the Collateral pursuant to the terms of
the Emergent Pledge Agreement, a copy of which is attached. This notice follows up on your email
communications with, among others, Jonathan Mayers and Zac Prince at BlockFi on November 10
and 11, 2022 (the “Communications”).

As EDFM was notified in the Communications, BlockFi notified Emergent of an Event of Default
under the Emergent Pledge Agreement, that Emergent’s Guaranteed Obligations were immediately
due and payable, and that BlockFi1 intended to exercise all available remedies thereunder.

Pursuant to Section 6 of the Emergent Pledge Agreement, Emergent irrevocably appointed BlockFi
and any of its officers or agents as its lawful attorney-in-fact with irrevocable power and authority in
the name of Emergent or in its own name, to cause, among other things, the Collateral to be
transferred or sold after the occurrence of an Event of Default. BlockFi hereby demands, pursuant
to the powers granted to it as attorney-in-fact for Emergent pursuant to Section 6 of the Emergent
Pledge Agreement that EDFM immediately transfer to it all of the Collateral. Upon EDFM-s
confirmation that it will comply with this demand, BlockFi will provide written instructions for the
transfer of the Collateral.

Haynes and Boone, LLP 2323 Victory Avenue | Suite 700 | Dallas, TX 75219
1: 214.651.5000 | haynesboone.com
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Thomas A. Hayes Jr.
November 14, 2022
Page 2

In the event that EDFM refuses to comply with this demand, BlockFi hereby demands based on its
first priority security interest in the Collateral, that EDFM take all steps necessary to preserve the
Collateral and to confirm that none of the Collateral will be transferred to any party other than BlockFi
absent a valid, enforceable, and non-appealable order from a court of competent jurisdiction. The
transfer of all or any part of the Collateral to any party other than BlockFi will cause BlockFi to suffer
irreparable harm.

Please confirm that EDFM will either (1) comply with our demand to transfer the Collateral to us, or
(i) hold all Collateral subject to (a) further instructions from BlockFi in accordance with its rights as
attorney-in-fact under Section 6 of the Emergent Pledge Agreement (which may include instructions
to liquidate the Collateral) and/or (b) court order as described herein.

Time is of the essence with respect to these matters. Therefore, BlockFi requests a response to this

demand and request at your earliest convenience, but no later than 12 noon, New York time, on
Tuesday, November 15, 2022.

Should you have any questions or wish to discuss this matter in more detail, please do not hesitate to
contact me.

Very truly yours,

Richard D. Anigian
Direct Phone Number: (214) 651-5633
Direct Fax Number: (214) 200-0354

rick.anigian@haynesboone.com
RDA/pam

cc: Emergent Fidelity Technologies Ltd. via email
Unit 3B Bryson’s Commercial Complex
Friars Hill Road
St. Johns, Antigua
Attn: Sam Bankman-Fried

sam@ftx.com

Attachment
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