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1. What was the reason(s) CIMA appointed the Controllers? 

As explained by CIMA in its petition for the winding of the Company, the “triggers” for CIMA taking regulatory 

action were as follows: 

o Failure to file any Audited Financial Statements since the License was issued i.e. for the 4 financial 

years ending 30 June 2015 – 2018 

o Onsite Inspection (4 to 8 February 2019) Findings and Regulatory Breaches of the SIBL, SIBL 

Regulations & AMLRs 

o External Auditors Findings submitted 26 April 2019: Audit was qualified due to Unauthorized use of 

client funds + Emphasis of Matters; 

o Auditors advised CIMA that audits for the years ended 2016, 2017 and 2018 were still in progress, 

however the information requested from the Company was being produced very slowly as a direct 

result of the Company’s lack of an adequate internal book-keeping and record keeping system 

(which was repeatedly uncovered and noted during the onsite inspections conducted by the 

Authority) 

o Failure to comply with Further Conditions 

 

2. Was fraud detected? Are there any potential criminal implications arising from this matter? 

The PLs are not privy to what, if any, criminal investigations are being considered.  Nor is it the purpose of the 

PLs' appointment to consider any such issues. 

 

3. Did officers of the Company have access to, and make use of clients' securities and cash? 

Yes, unauthorized use of client monies was identified, and there appears to have been instances where there 

has been a failure to segregate client assets from Company assets. 

 

4. Have the personal assets of Colin Wilson and Richard Ellison been frozen?  

The directors' personal assets held in the Company accounts cannot be withdrawn, and the PLs have excluded 

the director’s assets from the sale to Tradeview Ltd.  Steps have not been taken to freeze the directors' assets 

beyond the assets controlled by the Company. 

 

5. Were client assets held at Interactive Brokers as advertised by the Company? 

90% of client assets were held with Interactive Brokers.  The other 10% of assets are held with other banks or 

custodians, namely Fidelity Bank (Cayman) Ltd., Beaufort Securities Ltd (in liquidation), Jarvis Investment 

Management Limited, Linear Investments Limited, MayBank Kim Eng Pte. Ltd, Dolfin Financial (UK) Ltd, and 

Tavira Securities Limited. 

 



 

 

6. Are client assets insured by the SIPC as advertised by the Company? 

US counsel has advised that the SIPC coverage treats all of the Company's client assets at Interactive Brokers as 

a single insured, and therefore the coverage for all of the Company's clients is for a maximum of $500,000. 

 

7. Are the client funds properly segregated with adequate reserves in place? 

Client assets are commingled with other clients' assets, and in some instances with Company assets.  

Preliminary investigations show that there has not been compliance with the segregation obligations.  

 

8. Why are we not able to transfer our assets or close our accounts, and when we be able to do so? 

The PLs have identified a number of issues (subject to what may arise from the confirmation process) that need 

to be addressed before clients’ assets will be made available to clients.  The PLs will need to get Court direction 

on a number of these issues and creditors and clients will be given notice of any applications made.  

 

9. Our understanding is that certain parts are being sold. Does this mean that there is a chance that we do not 

have to move our account to the successful bidder and can keep using the Company for trading?  

Clients will need to consent to their assets being transferred to the successful bidder.  Ultimately clients will 

need to transfer their assets out of the Company.    

 

10. Can client monies be used to discharge Company liabilities? 

No, client monies cannot be used to discharge the debts of the Company.  However, there are certain costs and 

expenses in the liquidation which will need to be the subject of a Court application made on notice to the clients 

as to whether client monies can be used to pay those costs and expenses. 

 

11. Who is the proposed purchaser of the client relationships whose assets are held at Interactive Brokers? Are 

they a reputable alternative?  

Tradeview Ltd.  This is another broker/dealer licensed by CIMA.  Clients are encouraged to conduct due diligence 

on the purchaser.  The contact is Doug Sanzone:  

dsanzone@tvmarkets.com  

+1(345) 945 6271.  

 

Tradeview Ltd. will be presenting a fact sheet for Clients whose assets will be transferred. 

 

The PLs' priorities are to finalize the sale, to seek the sanction of the Cayman Islands and US courts, and the 

approval of CIMA.  
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12. Your communication on 4 September 2019 indicated that certain portions of client funds may be held in 

reserves, pending liquidator review. What proportion/percentage of the assets would that be?  

This will be dependent on the confirmation process and what assets are not accounted for.  Otherwise there 

may be a need to provide for client exposures and liabilities arising from unauthorized use of client funds, and 

PLs fees and expenses to address the same and the return of assets to clients. 

 

13. Is there a need for a sale?  Can the firm not be restructured?  

Given the issues the Company faces, restructuring is not considered to be a realistic prospect.  There is a pending 

winding up petition in the Court to wind up the Company.  In order to avoid the granting of the winding up 

order, it would be necessary for a significant injection of cash to (a) make the Company solvent and (b) fund the 

necessary remedial work to demonstrate that the Company is in compliance with all applicable Regulations.  

Even if that is achieved, it would still be necessary for CIMA to decide that it would be appropriate for the 

Company to retain its licence.  Given the possible costs of this exercise compared to the Company's revenue 

streams, and particularly in light of the fact that the shareholders are not proposing to inject any more capital 

in to the Company, a restructure does not seem to be a viable option.  The PLs are therefore concerned to 

ensure that the clients' interests are protected and that clients have an alternative option for their assets. 

 

14. What are the regulations for SIB and OTX specifically? 

The primary regulatory law governing the conduct of OTX's business is the Securities Investment Business Law 

(2019 Revision) as amended by the Securities Investment Business (Amendment) Law, 2019. ("SIBL").  Other 

regulations made pursuant to the powers prescribed in SIBL include the Securities Investment Business 

(Conduct of Business) Regulations 2003 and the Securities Investment Business (Financial Requirements and 

Standards) Regulations, 2003. 

 

15. What are the estimated fees accrued to date and estimated fees to completion? 

Estimated fees to date are c. $700,000, and include legal fees incurred by Cayman Islands and US counsel.  

Estimated future fees will depend on whether a compromise can be reached with creditors and/or the extent 

to which directions from the Court are contested. 

 

16. Is OTX insolvent?  

Yes, there are insufficient assets to meet the fees and expenses or to pay trade creditors or the costs of the 

provisional liquidation. 

 

17. Why did the Controllers seek a court order to liquidate the Company before meeting with the creditors and 

clients?  

The then Controllers considered there is a real and imminent risk of a client bringing a claim against the 

Company, whether in the Cayman Islands or in the United States, in order to gain an unfair advantage over all 

other clients and creditors and to have its investments returned to it in priority to other clients. The impact of 

such a claim or application is that it would have increased the strain on financial resources that the Company is 

projected to face and would have diverted resources from safeguarding, identifying and returning client assets.  



 

 

The assets of the Company may be eroded by the legal costs defending such claims, even where such claims 

lack merit or are unsuccessful.  In addition, such litigation would have an adverse impact on any potential sale 

of the Company’s business. 

 


