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Re: CFTC v. Alexandre and EminiFX, Inc., No. 22 Civ. 3822 (VEC) 
  Reply Letter re Digital Asset Management Protocol Application 

Dear Judge Caproni: 

In accordance with the schedule approved by this Court on November 21 [Dkt. 
176], David Castleman, the court-appointed receiver (the “Receiver”) over Defendant EminiFX, 
Inc. (“EminiFX”) and certain assets of Defendant Eddy Alexandre (“Alexandre”) pursuant to this 
Court’s Consent Order for Preliminary Injunction (“Consent Order”) [Dkt. 56] respectfully 
submits this reply letter in support of the Receiver’s application (the “Application”) for approval 
of a Digital Asset Management Protocol (the “Proposed Protocol”) [Dkt. 180].1 

The Receiver received emails from 930 unique email addresses, of which the 
Receiver was able to confirm that 755 (83%) matched an email in the EminiFX user database.  
This represented less than 2% of the more than 62,000 EminiFX users.  On December 21, the 
Receiver filed the aggregate investor feedback [Dkt. 181].  On December 22, Plaintiff Commodity 
Futures Trading Commission filed a reply letter to the investor feedback (“CFTC Reply”) [Dkt. 
182].  Defendant Alexandre did not file a response to the Proposed Protocol, nor did 98% of 
EminiFX users.   

The vast majority of the responses received by the Receiver consisted of identical 
letters that are based on a form letter that appears to have been circulated to an EminiFX investor 
Telegram chat group.2  See Form Letter, attached as Exhibit 2 to Dkt. 181 (objecting to the 
Proposed Protocol and raising other generalized concerns).  There was other correspondence, both 
in support of and in opposition to the Proposed Protocol, as set forth in the aggregate investor 

 
1  The Receiver will post this reply letter, as well as all other information related to the estate’s 

management of digital assets, on the following page: https://www.eminifxreceivership.com/digitalassetmanagement. 

2  Telegram is a cloud-based mobile and desktop messaging app that provides for group chats and can 
support up to 200,000 members each. 
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feedback.  The Receiver appreciates all investors who took the time to send in comments, and 
submits this reply to respond to the feedback submitted by objecting investors. 

The primary objection concerning the Proposed Protocol is the sale of the estate’s 
position in Bitcoin at a “loss.”  This loss aversion appears to be a form of the break-even fallacy, 
in which an investor whose investment has declined in value chooses not to sell on the hope that 
the investment will again rise above the purchase price—regardless how likely that price increase 
might be.  See, e.g., Form Letter, Dkt. 181, Ex. 2 (“[W]e were taught in Eddy’s class that we buy 
low to sell high and not the opposite.”).  The misconception here is that a loss occurs only upon a 
sale.  That is not true—the loss to the portfolio occurred when the price of Bitcoin decreased, and 
the sale is merely the realization event that exchanges risky assets (Bitcoin) for less risky assets 
(cash).  There is simply no guarantee the price of Bitcoin will ever rebound to the prices from 
earlier this year.  At this point, the losses due to the decline in the price of Bitcoin are a sunk cost. 

The Form Letter also “lay[s] all the ills that have overtaken EminiFX assets at [the 
Receiver’s] feet.”  [Dkt. 181, Ex. 2].  The value of the estate’s position in Bitcoin, at the time it 
was secured by the estate in November, had already decreased due to the decline in the market 
price of Bitcoin beginning in May 2022 (see also CFTC Reply, Dkt. 182, at 2).  Several steep 
declines in the price of Bitcoin in May, June, and November 2022 (see Application Ex. 5) happen 
to coincide with the first 50bp increase in the Federal Funds Rate in May 2022, the first 75bp 
increase of the Federal Funds Rate and the beginning of quantitative tightening by the Federal 
Reserve in June 2022, and the collapse of FTX in November 2022.  That decline in value is not 
attributable to this case or this estate.3 

As stated in the Application, “the Receiver’s strategy is not based on a prediction 
of the future direction or price of Bitcoin.”  [Dkt. 180, at 5; see also CFTC Reply, Dkt. 182, at 2 
(“[T]he Receiver cannot possibly know whether the estate’s digital assets will appreciate or 
depreciate in the future.”).]  Holding the Bitcoin for longer, as the objecting investors appear to 
propose, would expose the estate to the continued volatility of the price of Bitcoin and risk even 
further losses to the value of the receivership estate available for eventual distribution to 
investors—without any guarantee that that the price of Bitcoin will increase so that it would not 
be sold for a “loss.”  The Proposed Protocol minimizes this risk by proposing to hold the value of 
the estate as cash in fully collateralized high-yield interest-bearing accounts.  Nevertheless, 
although the Receiver does not believe that it would be prudent to hold the position in Bitcoin for 
longer than as laid out in the Proposed Protocol, the Receiver is maintaining the estate’s Bitcoin 
in fully segregated cold storage, and can do so for longer if the Court so orders. 

Some objecting investors requested that they be paid back in Bitcoin.  The Receiver 
and his advisors have considered the possibility of distributing Bitcoin as well as cash, but believe 

 
3  In a recent filing in this Court in an unrelated case, the SEC described the cause of the collapse as 

follows: “In May 2022, the crypto markets plummeted due to a significant loss in value of certain crypto assets and 
networks and the collateral effects on the interrelated markets.”  SEC v. Samuel Bankman-Fried, No. 22 Civ. 10501, 
Complaint ¶ 70 [Dkt. 1] (S.D.N.Y. filed Dec. 13, 2022). 
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that would not be practical in a case with around 45,000 active investors.  Although many investors 
funded their EminiFX accounts using Bitcoin (largely via CoinPayments), the accounts themselves 
were denominated in dollars.  There is a wide range of activity that involved both Bitcoin and 
dollars; for example, some investors contributed both dollars and Bitcoin into a single dollar-
denominated account, whereas other investors contributed dollars and received Bitcoin as 
redemptions.  The Receiver and his team have been working to create accurate financial records 
of EminiFX, in dollars, and intend to use those records to create a claims process where the 
investments and redemptions of each claimant will be validated in dollars.  Attempting to value 
investor claims in both Bitcoin and dollars, and then distribute pro rata in a fair manner in both 
currencies—which may not correspond to the cash and Bitcoin held by the estate at that time 
requiring further adjustment—would create considerable complications and significantly increase 
the expense necessary to administer the estate given the number of potential claimants.  The 
Receiver therefore believes it is more prudent and cost-effective to liquidate the Bitcoin over the 
next several months, with the eventual goal of a cash distribution. 

Many of the objecting investors also raise issues regarding the appointment of a 
receiver generally, as well as the civil and criminal litigation pending against Alexandre, 
requesting that the estate be turned over to Alexandre to manage so that EminiFX may be 
restarted.4  That is beyond the scope of the Proposed Protocol and not before the Court on this 
Application.  While the Receiver is mindful of the difficult position in which EminiFX investors 
find themselves and is sympathetic to their situation, the Receiver’s appointment was the result of 
the Consent Order agreed to by Alexandre and entered by this Court (see also CFTC Reply, Dkt. 
182, at 2).  As such, the Receiver will continue his fiduciary obligation to manage the receivership 
estate for the benefit of EminiFX investors and all other stakeholders and will continue to carry 
out the functions set forth in the Consent Order and in further Orders of this Court. 

The Receiver believes that the Proposed Protocol is in the best interest of the 
receivership estate and respectfully requests that the Court approve the Application. 

Respectfully Submitted,  
 
/s/ David Castleman     
David Castleman 
RAINES FELDMAN LLP 
1350 Avenue of the Americas 
22nd Floor 
New York, NY 10019 
(917) 790-7100 
dcastleman@raineslaw.com 
Receiver

 
4  Some investors also note that the Bitcoin should not be sold before any finding of guilt or liability 

on the part of Alexandre.  The Receiver notes that Alexandre has not himself made this argument in response to the 
Proposed Protocol, or otherwise objected to it. 
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