
UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

____________________________________

In re: )
CELSIUS NETWORK LLC, et al., Debtors. )

) Chapter 11

) Case No. 22-10964 (MG)

) Jointly Administered

) Chapter 11

___________________________________)

OTIS DAVIS’ LIMITED OBJECTION TO THE DEBTORS’ ENTRY FOR AN ORDER (I)

APPROVING THE SETTLEMENT OF CEL TOKEN AT $0.25 FOR THE PURPOSE OF

CONFIRMING THE DEBTORS PLAN OF REORGANIZATION (II) GRANTING RELATED

RELIEF

Your Honor, The UCC wants to devalue CEL token from $0.81 to $0.25 based on a

factual fallacy that they describe as manipulation. The vast majority of the upwards price action

of CEL token between the pause and petition date was due to roughly 15 million illegal naked

short positions being closed on FTX (EXHIBITS 1 and 2). When a short position is closed, it is

effectively buying CEL tokens on the market. Traders were paying between 1,000% and 3,600%

interest per year to borrow CEL tokens on FTX and sell them on the market. The amount of

tokens taking this trade was so large that FTX created fake CEL tokens out of thin air and
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allowed them to be sold on their exchange; these “naked shorts” are the purest form of

downward price manipulation, and as a CEL token creditor, I and many other creditors have

been directly harmed by this activity.

BACKGROUND

When you short a coin, token, or stock, in this case CEL token, you borrow the asset

from an exchange, in this case FTX, and you immediately sell it, causing the price of the

underlying crypto asset to go down. However, what was done in this instance is far more

devious and outright illegal. What FTX did is called “naked shorting,” meaning they did not have

the underlying CEL tokens to lend to people that wanted to sell CEL token short, so FTX

created fake tokens in their own system, this practice was later reported in the FTX bankruptcy

as “God mode,” and allowed those fake tokens to be sold. This artificial selling was done en

masse at the pause which caused a sharp decline in the price of CEL token. The cost to borrow

these fraudulent tokens was extraordinary, as traders often paid between a 1,000% to 3,600%

yearly funding rate to keep their short positions open. This, of course, being unsustainable,

would drive short sellers to buy CEL tokens to cover their positions, and in doing so pushed the

price up from $0.20 to $0.81, and then to a peak of $4.65 a full month after the petition date, on

August 14, 2022. The only reason the price of CEL token ever reached as low as $0.20 is

because of millions of these artificial CEL tokens being sold on FTX as seen in EXHIBIT 1 and

EXHIBIT 2.

The UCC is inexplicably fighting against thousands of CEL token creditors in defense of

FTX while FTX perpetrated a massive fraud against CEL token holders. Celsius Network itself

even recognizes this and has filed a $2 billion claim against FTX, whose $2 billion claim is

attached as EXHIBIT 3.
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The reason FTX and other entities were able to take advantage of myself, all other

creditors, and the debtors is because renegade officers at Celsius – such as, but not limited to,

Chris Ferraro and Rod Bolger, the former CFO of Celsius – illegally and secretly gave critically

sensitive financial information of the company to FTX and other parties, without the consent

(written or otherwise) or knowledge of the Celsius Board of Directors or Alex Mashinsky.

(EXHIBIT 4)

Your Honor, there is no doubt that these sensitive documents shared with FTX

containing the company’s private financial information were prepared by Chris Ferraro, Jason

Perman, Rod Boldger, and other officers as per EXHIBIT 4 that I’ve attached to this motion.

There is no doubt that the illegal dissemination to and solicitation of FTX was done

without express or implied authorization or permission from the CEO or the Celsius Board of

Directors. There is no doubt that all these actions were the primary factor that caused the

collapse of Celsius and the need to file for chapter 11, while simultaneously dramatically

increasing the losses associated with the bankruptcy.

I have all the evidence necessary to show you that the majority of damages were
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caused by these executives of the company and the unauthorized actions they took. These are

serious accusations and I and other CEL token holders stand by them. This is NOT Chris

Ferraro doing his job. His title when he was preparing this presentation (EXHIBIT 4, Bates

stamped CEL-UCC 00082697) to give to FTX was vice president of financial planning.

Ferraro had no authority to share the private financial data with a competitor, which is

what he’s doing in this document, Bates stamped CEL-UCC 00082697, let alone what turned

out to be the complete criminal organization of FTX. By revealing the positions of the company

in his (Chris Ferraro’s) presentation to FTX, they allowed FTX and others to force liquidation of

Celsius’s positions and attacked CEL token to create fear and a mass of withdrawals. It is for

this exact reason why the Debtors are suing FTX for $2 billion, because they know that FTX and
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Alameda Research manipulated the CEL token price down from $3.00 via naked shorts, as well

as attacking other market positions.

When the Celsius private financials were shared with FTX on or around June 5, 2022,

you can see a parabolic increase of withdrawals. The illicit actions of these renegade officers

were the defining action that put Celsius into Chapter 11.

We are all here in Chapter 11 because Chris Ferraro, Jason Perman, Rod Boldger, and others

that did not understand that exposing all of Celsius’s positions to FTX allowed FTX to front-run

and de-peg Celsius positions worth billions of dollars, causing the majority of the losses now felt

by creditors. Because of the actions of these executives and the complete disregard for

information security, Celsius was forced to sell assets, including stETH and WBTC, well below

market prices, while internally there was a desperate attempt to sell the company to FTX and

unseat Alex Mashinsky as CEO.
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There is also no doubt that withdrawals skyrocketed after June 5, 2022, which is exactly

the same time that such sensitive financial information was shared with FTX. There is further no

doubt that FTX de-pegged stETH, WBTC and GBTC as well as other assets to try to liquidate

Celsius on or around June 5, 2022 as a result of this betrayal by the officers of the company.

Your Honor, I already hold ample evidence for every one of these steps, but I look

forward to enhanced discovery to bring to light those who caused billions of dollars of damages

to myself and all other creditors. It’s more than clear the UCC is trying to blame CEL token

creditors for the sins of Chris Ferraro, Jason Perman, and Rod Boldger. We will not allow this

claim to stand and we will expose the UCC for wrongfully claiming this and request damages,

sanctions and action be taken against them and their attorneys.

Bankruptcy law states that the price of an asset is on the day of the filing, and in this

case it's clear that because of the actions of Chris Ferraro, Jason Perman, and Rod Boldger,

CEL token creditors were damaged above and beyond all other creditors because of the attack

they helped facilitate.

I believe that $0.81 is fair, but after certain documents have come to light I would

support a new and fair valuation of CEL token that takes into consideration the massive

downward manipulation FTX committed against CEL token. I have ample evidence to show that

the damages caused to me and other CEL token creditors are directly attributed to the

unauthorized actions of Chris Ferraro, Jason Perman, and Rod Boldger, and others secretly

meeting with FTX and handing over sensitive company financial information without the

permission or consent of the Celsius Board of Directors or the CEO.

Your Honor, since EXHIBIT 7 has been purposely hidden from the Court, Let me
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enlighten this court as to how I became in possession of it. Yesterday, September 21, 2023 at

6:51 PM Eastern Time, I was sent an email with an attached document that had the words

“FOIA CONFIDENTIAL TREATMENT REQUESTED BY CELSIUS | HIGHLY CONFIDENTIAL.”

The email was sent from Carolyn Gurland, an attorney at White & Case, to T.J. McCarrick of

Kirkland & Ellis and myself, Otis Davis, with CC’s to Kathryn Kuethman, Samuel Hershey, Aaron

Colodny, Joshua Weedman, Michael Jaoude and the White & Case SPAC Team, all of White &

Case; also CC’ing Judson Brown, Ross M. Kwasteniet, Chris Koenig, Grace C. Brier, and

Hannah C. Simson, all of Kirkland & Ellis.

Let me make it clear to this court what the document says, since White & Case and

Kirkland & Ellis are claiming that they don’t know what this “FOIA CONFIDENTIAL TREATMENT

REQUESTED BY CELSIUS | HIGHLY CONFIDENTIAL” document says. What this document says is

that there is no doubt that FTX/Alameda Research enabled naked shorting of CEL to the tune of

over 20 million CEL tokens, and Chris Ferraro along with others gave FTX the critical data on

the debtor’s active positions to force them into a liquidity crisis.

SETTLEMENT NEGOTIATIONS

Judge, during our settlement negotiations, Chris Koenig of Kirkland & Ellis threatened

me, once again bullying me, telling me that I could go out there and violate confidentiality and

they will bring me in front of the court, saying you, Otis Davis, knew it was confidential and you

released it, stating that the court can hold me in contempt. In addition, Aaron Colody also tried

to intimidate me by lying and telling me that I have to file this document under seal.
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After my lawyer and I got off the call with the UCC and Debtors’ counsel, at about 3:30

PM on September 21, 2023, T.J. McCarrick of Kirkland & Ellis sent me an email and copied 13

attorneys from both his firm White & Case and Kirkland & Ellis, a screenshot of which is

attached. (EXHIBIT 6) T.J. McCarrick sent this email to cover his mistakes, because he knew

they threatened me in that settlement negotiation, saying that if I put this document in my motion

and the document is not under seal, that there will be consequences. T.J. McCarrick’s email

reads as follows: ”To the extent used in connection with any objection tomorrow, the

Debtors will not assert confidentiality over the documents inadvertently produced and

will not insist on the use of any sealing procedures.”

T.J. McCarrick simply sent that email to cover his colleague Chris Koenig’s inappropriate

behavior and all the other attorneys’ inappropriate behavior in that settlement

negotiation. He knew I was threatened by Chris Koenig, his colleague at Kirkland &

Ellis, and he didn’t want me to go to your Honor and lay out the facts of their bad-faith

settlement negotiations, which amounted to nothing but a threat. They offered me

nothing new and said that their hands are tied. If their hands are tied, why did they want

to have some sort of settlement with me? Well, the answer is to threaten me over the

document that they sent to me through their reckless behavior. Judge, I have no

Confidentiality Agreement with anyone, much less any of these lawyers. When they realized

that their threats didn’t work, they sent that email, EXHIBIT 6, saying they won’t object to the

document being filed with the court, implying that they did nothing wrong.
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CONCLUSION

Your Honor, I filed an objection at Docket 3084 regarding CEL token subordination, and your

Honor indicated this is not the time for that objection and you’re not ruling on it now and will

table the objection for the confirmation hearing. Judge, I renew that objection to subordinate

CEL token creditors from $0.81 to $0.25 based on the insufficient evidence presented by the

UCC or the Debtors. I presented the court today with numerous pieces of evidence, proving that

the vast majority of the upwards price movement from the pause date to the petition date was

caused by illegal naked shorts closing their positions and thus buying back tokens that

increased the price of CEL. I also proved, based on the “FOIA CONFIDENTIAL TREATMENT

REQUESTED BY CELSIUS | HIGHLY CONFIDENTIAL” document that was sent to me by Carolyn

Gurland of White & Case through her negligent error, that Chris Ferraro, Jason Perman, Rod

Bolger and others were sharing sensitive company financial information with outside parties,

namely FTX, that then used that information to attack Celsius and the CEL token. Lastly, I

proved that the UCC and the Debtors’ counsel are withholding sensitive information that
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completely refutes the narrative that has been used to argue for the subordination of CEL token,

hurting creditors like myself.

RELIEF

The relief I am respectfully seeking from this Court is (1) Order the $0.25 settlement

nullified; (2) Recognize that $0.81 is a fair and reasonable price for all CEL tokens on the date

of petition; (3) If The UCC and the Debtors do not feel $0.81 is a fair price for CEL token on the

date of petition, compel the UCC and the Debtors’ counsel to produce advanced discovery for

all documents related to CEL token; including, but not limited to, confidential, highly confidential,

and “FOIA CONFIDENTIAL TREATMENT REQUESTED BY CELSIUS | HIGHLY

CONFIDENTIAL” documents related to CEL token and FTX, including the information received

from the Subpoena that was issued to FTX by your Honor. For the layman, the acronym FOIA

means Freedom of Information Act.
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Judge, this is the “FOIA CONFIDENTIAL TREATMENT REQUESTED BY CELSIUS | HIGHLY
CONFIDENTIAL” document that was sent to me due to the negligence of Carolyn Gurland of
White & Case, in which they threatened me during our settlement negotiations. (EXHIBIT 7)
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Respectfully Signed,

Otis Davis, Pro Se

9/22/2023

/s/Otis Davis
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