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JUDGMENT AS REVISED

[1] JACK, J [Ag.]: On 50 February of this year in action number 2019/0189, | dismissed an
application by the current respondent (“Capital’) to set aside a statutory demand served on it

by the current respondent (“Tall Trade”). A transcript of my oral judgment is annexed to this

judgment. [Since the handing down of this judgment on 27d November 2020, the transcript of

the oral judgment of 50 February 2020 has been published separately. The annex has

accordingly been deleted.] It outlines the background facts and some aspects of the law. |



shall not repeat what is said in the February judgment, which should be read in conjunction

with this judgment.

2] Following that dismissal, on 17t February 2020 Tall Trade issued an application for the
appointment of a liquidator over Capital under action number 2020/0025. That application
came before me on 30t March 2020. Capital served further evidence from Mr. Megrelishvili,
who presented a new case disputing the application. Normally when the Court has dismissed
an application to set aside a statutory demand, it deals with further attempts by the putative
debtor to dispute the debt in a very summary manner. In the current case, however, |
considered that Mr. Megrelishvili had just presented a sufficient case for the matter to be dealt
with fully. Accordingly, | adjourned Tall Trade’s application with directions for a full hearing.
Due to the late service of Mr. Megrelishvili's evidence | made a stringent costs order against

Capital.

[3] As a result of issues relating to the availability of counsel, the full hearing could only be listed
on 13t October 2020 with an agreed one day time estimate. In the event counsel overran the
time estimate, but | was able to hear the continuance of the hearing on the Friday of the same
week. What Tall Trade overlooked, when the matter was listed for October, was that section
168 of the Insolvency Act 2003" provides that applications for the appointment of a liquidator
must be determined within six months or stand to be dismissed automatically. There is
provision for the Court to extend the life of such an application for a further three months at a
time, but the Court cannot exercise that power retrospectively. As a result, action 2020/0025

was automatically dismissed.

[4] | note that this oversight is not unique. It occurred in KMG International NV v DP Holding
SA,2 during the pendency of an appeal to the Court of Appeal. The Commercial Court Users
Group may wish to consider whether to propose to the Government a modest amendment to
the Act, so as to give the Court a power to extend time retrospectively. As it is, Tall Trade
were forced to issue a fresh application for the appointment of a liquidator on 1st October 2020

under action number 2020/0157. Due to the late issuance of the application, it has not been

"No 5 of 2003, Revised Laws of the Virgin Islands.
2 BVIHCMAP2017/0013 (delivered 16t April 2018).



[5]

[6]

[7]

advertised. Tall Trade ask that | dispense with advertisement and abridge time as far as

necessary. | shall consider this issue at the end of this judgment.

For completeness | should add that since | adjourned the application to appoint a liquidator,
Tall Trade has on 13t March and 16t June served a further two statutory demands on Capital,
in respect of further instalments of the loan repayments. Capital in turn has issued further
applications (under action numbers 2020/0043 and 2020/0095) to set those statutory demands
aside. These two matters are before me. Capital says that issuing further statutory demands
in this way just wracks up costs and is an abuse of process. Again | shall consider this issue at

the end of this judgment.

Further on 1st September 2020 Tall Trade issued a fourth statutory demand for the latest
instalment, requiring Capital again to issue an application to set the demand aside. This
matter was listed for 28t October 2020, but the parties have by consent agreed to stay this

application pending determination of the current proceedings.

Capital’s case on the merits
Capital’s case on the merits is this. They do not seek to revisit the points argued in February,
which were the subject of my oral judgment. Instead, Mr. Levy QC, who appeared for Capital,

says this in his skeleton:

“56. As a result of new evidence that has come to light since 5 February 2020, the
true picture, previously obscured, has now become far clearer. It is now clear, at least
to the test of ‘strong prima facie case’, that Capital has been the victim of extraordinary
manoeuvres by Mr. Isaev, and the people behind/in control of Befree, Messrs. Montik,
Yaikau and Kashuba, (the ‘Befree Conspirators’) which have been designed to, and in
fact have, caused serious damage to Capital, Mr. Megrelishvili, and his business
partners. It is clear that from a very early stage, Mr. Isaev wanted to take a direct
interest in Befree, and that the controllers of Befree, who have been in contact with Mr.
Isaev, have illegitimately connived to advance his interests (and theirs), to prevent
Befree paying dividends, with the intention that Capital would be forced into liquidation
so that TT and the Befree Conspirators could take larger stakes in Befree/the
Softswiss Group.

57. As part of these machinations, Capital has been (repeatedly) lied to and been
deprived of its contractual rights viz-a-viz Befree (such as its rights to appoint three
members to its board of five, to obtain financial information etc.). Befree has set up a
number of aunt Sallies to ensure that its own controlling shareholder does not enjoy
the rights that a controlling shareholder should enjoy.

3



[8]

[9]

58. Furthermore, whilst Befree has lied to Capital about when and how it knew that
the set-aside application had failed, it is clear that Mr. Isaev, together with the Befree
Conspirators, are anxious that Capital should be wound up as soon as possible, not
for the benefit of any class of supposed creditors, but rather so that the four of them
(through their corporate vehicles or otherwise), can get their hands on Capital's very
valuable interest in Befree and divvy it up between themselves. They have even had
contracts drafted for this very purpose...

59. Perhaps counter-intuitively — because it involves the appointment of an
independent Court-supervised officeholder — forcing Capital into liquidation benefits
[Tall Trade] and the Befree Conspirators in achieving this aim. At present, [Tall Trade]
and the Befree Conspirators are structurally sub-ordinated to Mr. Megrelishvili at the
Befree level. Capital has a majority interest in Befree, and Mr. Megrelishvili has a
majority interest in Capital. That affords him — at least if his rights were actually being
respected — a controlling interest in Befree. If Capital is collapsed upon liquidation,
and its Befree shares distributed by liquidators to shareholders after payment of
creditors, [Tall Trade] and the Befree Conspirators together suddenly have a majority
interest between them in Befree. Capital no longer exists and so its rights (and
through it, Mr. Megrelishvili's rights) as against Befree and the Befree Conspirators
under the Befree Shareholders' agreement evaporate. [Tall Trade] and the Befree
Conspirators can therefore freeze Mr. Megrelishvili out of the decision-making process
and control Befree as they wish.

60. Not only does [Tall Trade] not want Capital wound up for the benefit of creditors
generally, but it is absolutely clear that the last thing [Tall Trade] wants is actually to be
repaid. Thus, in October 2019, before Capital was aware of the conspiracy to prevent
repayment, its corporate director wrote to [Tall Trade’s] representative saying that the
first tranche allegedly due under the loan would be repaid by RM from his private
funds. [Tall Trade’s] response was to reject that!”

Capital says, therefore, (a) that there was a conspiracy against it; and (b) that the application to
appoint a liquidator was made for an improper purpose. In addition, Capital take a point (c)
founded on Alghussein Establishment v Eton College,? which | shall discuss separately.

Counsel were agreed that the standard which Capital had to meet in order to defeat the
application on all three points was the well-known Sparkasse Bregenz test,* which | set out at
length in my oral judgment and shall not repeat here. That is certainly the correct test for

considering whether a debt is disputed on substantial grounds or whether a debtor has a

3[1988] 1 WLR 587.
4 Sparkasse Bregenz Bank AG v In the Matter of Associated Capital Corp, Civil Appeal No 10 of 2002 (determined 18 June
2003, unreported) at para [3].
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[11]

potential cross-claim. However, | am doubtful whether it is the correct test when assessing
whether an application for the appointment of a liquidator is brought for an improper purpose.
When a debt is disputed on substantial grounds, it is always open to the putative creditor to
bring ordinary court proceedings to establish the debt. No such alternative proceedings are
available if a defence of improper purpose is made. The standard of proof would normally be
whether the allegation was true on the balance of probabilities. Otherwise the Court could hold
on balance of probabilities that the application was not brought for an improper purpose, but
nonetheless would have to dismiss the application, because the respondent company had
shown substantial grounds for thinking that there might be an improper purpose, even though
these grounds were less than 50 per cent probable. (See also the cases to which | refer
below, which suggest “the very strongest proof” of an improper purpose is required.) In the
event, | do not have to resolve this issue and will apply the Sparkasse Bregenz test, which is

more favourable to Capital.

The Telegram text messages: admissibility
Points (a) and (b) are linked. Both rely on evidence of Telegram text messages between Mr.
Ivan Montik, who owns 20 per cent of the shares in Befree through his company Bitcapital Ltd,

and Mr. Paul Kashuba (also known as “Pasha”), Softswiss’s chief financial officer.

Tall Trade sought to have the evidence excluded under section 125 of the Evidence Act

2006.°> This applies to both civil and criminal cases and provides:

“(1) Evidence that was obtained

(a) improperly or in contravention of a law, or

(b) in consequence of an impropriety,
shall not be admitted unless the desirability of admitting the evidence outweighs the
undesirability of admitting evidence that has been obtained in the manner in which the
evidence was obtained.”

Subsection (2) deals with confessions and is irrelevant.

“(3) For the purposes of subsection (1), the court shall take into account, among other
things, the following matters:

(a) the probative value of the evidence;

(b) the importance of the evidence in the proceeding;

5No 15 of 2006, Laws of the Virgin Islands.
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[13]

[14]

(c) the nature of the relevant offence, cause of action or defence and the
nature of the subject-matter of the proceeding;

(d) the gravity of the impropriety or contravention;

(e) whether the impropriety or contravention was deliberate or reckless;

(f) whether any other proceeding, whether or not in a court, has been or is
likely to be taken in relation to the impropriety or contravention;

(g) the difficulty, if any, of obtaining the evidence without impropriety or
contravention of law.”

The evidence of Mr. Megrelishvili in his second affidavit is that he negotiated with a “specialist
telecommunications company” incorporated in the People’s Republic of Donetsk, which uses
the brand “Phoenix”, to enter a joint venture. Capital was to inject $500,000 into the joint
venture, but due to the non-receipt of dividends from Befree, the venture could not proceed. At

a meeting in November 2019, Phoenix offered:

“to use their expertise and specialist resources to assist Capital WW in gathering
information about the alleged conspirators and the Conspiracy... [Phoenix] specialists
have specialist knowledge in the development and operation of information systems
designed for mass distribution of messages such as SMS and messages in
messengers and that information in such messengers is poorly protected... [A]ccess
to information from messengers is very often easily obtained by using access
passwords to messengers, which are often disclosed because of leakage of user date
from well-know IT services... [Phoenix] assured Capital WW that it was able to
lawfully carry out the task... On 28t February 2020 [a] representative of Capital WW
was provided with the newly acquired evidence by way of access to a remote desktop
on a virtual machine which contained a running Telegram messenger with access to
Mr. Kashuba'’s account.”

| infer from that, and find as a fact, that Phoenix hacked into Mr. Kashuba’s computer or server
and gave Capital access to all his Telegram messages. Mr. Megrelishvili admits that they had
been given access to these personal messages. | find as a fact that he must have been aware
of how access had been gained.

There is no evidence where Mr. Kashuba's computer or server was when the hacking took
place. Itis therefore not possible to say whether it was a criminal offence to hack his computer
or server where they were situated. Nor is there any evidence of the relevant law of the
People’s Republic of Donetsk from which the hacking operation was presumably carried out.
This republic is a breakaway part of the Ukraine. It is only recognised as a state for the
purposes of international public law by two states, both Russian associated states. In many
cases it is possible to apply the fiction that foreign law is the same as BVI law. It is, however,
6
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[16]

[17]

[18]

not an invariable rule.6 Here it would be wholly unrealistic to apply this presumption and
assess the criminality of Phoenix’s and Capital’s behaviour by reference to our Computer
Misuse and Cybercrime Act 2014.7 In my judgment it has not been established that the

obtaining of this evidence was obtained “in contravention of a law” under section 125(1)(a).

That, however, is not the end of the matter. In my judgment hacking a computer or a server is
“‘improper” within the other limb of section 125(1)(a) and “an impropriety” under section
125(1)(b). Anyone using their own computer and storing confidential matter on a hard drive or
a server has a reasonable expectation of privacy. | therefore have to carry out the balancing
exercise required by section 125(1) and (3). In order to do this, | have, however, first to assess
the “probative value” and “‘importance of the evidence” under section 125(3)(a) and (b).
Having done so, | then need to weigh my conclusion against the other factors listed in section

125(3) and then reach a final value judgment under section 125(1).

Accordingly, | will need to consider the messages themselves. There is no dispute that the
messages are genuine. The question is whether they show the conspiracy alleged or at least

sufficient a case to meet the Sparkasse Bregenz test.

Evidence adduced against Mr. Megrelishvili

Before examining the messages, however, | should say a little more about Mr. Megrelishvili. It
will be recalled that in my oral judgment at page 31, | rejected Mr. Megrelishvili's affidavit
evidence that there had been an agreement to waive the first €2 million quarterly payment. |
held that the documentary evidence put in evidence by Tall Trade was “wholly inconsistent with
Mr. Megrelishvili's case.” No appeal has been brought against that finding. It necessarily
follows that | did not find Mr. Megrelishvili a witness of truth.

Of course, the fact that a witness lies on one occasion does not mean that all his evidence is
bound to be untruthful: R v Lucas.® However, on 29t October 2019, Mr. Megrelishvili made a
declaration purportedly as sole director of Capital authorising a Quebec law firm, Levy Salis
LLP, to send a letter to Befree also dated 29t October 2019. This letter stated:

6 Dicey, Morris and Collins on the Conflict of Laws (15t Ed, 2018) at paras 9-26 to 9-30.
7No 9 of 2014, Laws of the Virgin Islands.
8[1981] QB 720.



[19]

[20]

[21]

“The current shareholder structure of Befree and of Capital is as follows:

e Capital holds 60% of the issued and outstanding shares of Befree; and

e The sole registered shareholder of Capital is Revaz Megrelishvili (hereinafter
‘Revaz’). Revaz is also the sole director of Capital.

As the majority shareholder of Befree, Capital claims the following:

e When Befree declares a dividend which is payable to Capital, Capital has the
power to authorize and direct Befree to distribute such dividend to persons
other than Capital, whether they be individuals, companies or other persons or
entities.”

It was not true that Mr. Megrelishvili was the sole shareholder of Capital. Tall Trade held a
third of the shares. Nor was it true that he was the sole director. There was also a corporate
director, WTS Directors Ltd. Mr. Megrelishvili was in my judgment making deliberate
misrepresentations when he caused Levy Salis LLP to write the letter from which | have
quoted. The purpose of having a letter sent in those terms was, | infer, to allow payments to

be made directly or indirectly to Mr. Megrelishvili.

The company administrator, Elena of Rivera, sent a long email reply on 4t November 2019.
This pointed out (correctly) that under clause 46.2 of the Befree shareholders’ agreement, the
first payment of dividends was only due by 30t April 2020 (although the shareholders could
bring the payments forward). As to payment of dividends to a third party, Rivera noted

presciently:

‘Any payment of the dividends payable to any party according to its share title in
favour of the other party is a violation of the rights not only of a formal shareholder, but
also shareholders and creditors of such formal shareholder. Such non-typical
schemes are not accepted by the corporate directors (providers), because they do not
want to bear risk of passible claim[s] from the shareholder/option holder/private
creditor/financial creditor of Befree against Befree, connected with the fact that the
money from the investments (investment return of Capital), which should have been
spent on paying off the obligations of the Capital, was instead transferred to some third
party whose relationship with the Capital was not disclosed to us.”

Elena then referred to problems of obtaining KYC documentation for the third party recipient
and the need to consider the tax implications of payment to the third party.

In my judgment, Mr. Megrelishvili was attempting to abstract monies from Befree without
having to account to Tall Trade for monies owing under the loan agreement. It is also worth



noting that on 30t July 2019 Mr. Megrelishvili stated to Befree’s company administrator that he

was the beneficial owner of Befree. That of course was completely untrue.

[22]  Also significant in my judgment is that Mr. Megrelishvili has, since my February judgment,
taken no steps to have Befree pay dividends to Capital. In his second affidavit in the first
claim, he said that Befree held €19 million in cash. Under the Befree shareholders’ agreement,
Capital were entitled to nominate the majority of the board of Befree, which in turn could have
authorised dividend payments. Mr. Megrelishvili complains that his nominees have not been
appointed, but he has taken no legal proceedings to enforce the shareholders’ agreement and
ensure the payment of dividends from the monies said to be standing to Befree’s credit. The
shareholders’ agreement in clause 67 provides for arbitration under the auspices of the Vienna

International Arbitral Centre. No arbitration has been commenced.

[23]  Mr. Levy QC says that the Court should not look at Mr. Megrelishvili's reasons for not taking
proceedings in respect of Befree. He relied on Kawaley J's judgment in Re Sky Solar

Holdings Ltd,? a decision of the Grand Court in Cayman:

“More general judicial support for the proposition that this Court should be slow to
second guess litigants’ tactical machinations may be found in the recent local case of
Marsh Management Services (Cayman) LLC-v-Nathaniel Clayton Price.”0 In that
case, McMillan J (albeit in the context of rejecting an application for indemnity costs)
opined as follows:
‘32...Tactical and strategic decisions have to be made by parties in the course
of legal proceedings. These are decisions for the parties themselves and in
normal circumstances the Court’s approval or disapproval of those decisions
is quite frankly neither here nor there.”

[24]  No doubt, as a general rule, that is correct. However, in the current case Mr. Megrelishvili
appears to have a straightforward remedy against Mr. Yaikau and Mr. Montik to ensure the
payment of dividends. | am entitled to take that into account in considering whether there is

any genuine dispute.

[25]  Mr. Megrelishvili says that Capital had difficulty opening a bank account. However, it did have

an account. We know this, because on 7t June 2019 Tall Trade transferred €17 million from

9 FSD Cause No 190 of 2020 (IKJ) (determined 14t October 2020, unreported) at para [14].
10 General No. 64 of 2020 (RMJ) (determined 22 September 2020, unreported).
9
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[27]

its account at Julius Bar to Capital's account at Bordier et Cie. The IBAN ending in 7940
appears on the transfer documentation.” This was followed on 2 July 2019 by two transfers
of €10.5 million each from Capital to Bitcapital Ltd (Mr. Montig’s company) and to Primefuture
Ltd (Mr. Yaikau’s company). Mr. Levy QC sought to give evidence himself that it was difficult
for gaming companies to have bank accounts. However, there is no evidence that Capital was
having difficulties with Bordier et Cie in keeping its bank account open. Given that such
evidence, if it existed, would have been easily available to Mr. Megrelishvili, | am entitled to

and do conclude that Capital did have a bank account.

There is evidence that in February 2020 Befree’s company administrator wanted more KYC
information from Tall Trade, but by that time relations between Tall Trade and Capital had
completely broken down, so the failure to cooperate on Tall Trade’s part is hardly surprising. It
was not argued that there was a contractual entitlement on Capital's part to receive KYC

information from Tall Trade, so any failure by Tall Trade in my judgment would be immaterial.

Assessing the Telegram messages

The fact that Mr. Megrelishvili is an unsatisfactory witness on whose testimony it would be
unsafe to rely, does not mean that there was no conspiracy against him. | need to consider the
Telegram messages on their own, without any presumptions against Mr. Megrelishvili. | can
say at once that when | first read the extracts from the messages selected for Mr.
Megrelishvili’s first affidavit | was unconvinced that they showed any conspiracy between Mr.
Isaev on the one hand and Mr. Montik, Mr. Yaikau and Mr. Kashuba on the other. A
conspiracy which did not include Mr. Isaev would not give rise to any possible defence by
Capital against Tall Trade’s claims. (There is an issue, which | do not need to resolve, as to
whether Mr. Isaev or another businessman introduced by Mr. Isaev was the beneficial owner of
Tall Trade, but, to be relevant, a conspiracy needs Mr. Isaev to be tied to it.) Mr. Levy QC
made beguiling submissions that, reading between the lines, there was definitely something
untoward. He pointed out that, if matters were tried in separate civil proceedings, there would
be disclosure and cross-examination of witnesses, which might paint a much more detailed

picture. He is correct that there would be fuller evidence in such proceedings. However, he

1 Bundle 3/31/979 (internal 288).
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[29]

[30]

first needs to reach the modest hurdle of the Sparkasse Bregenz test. This is what | must
decide.

The messages are spread out over time. They are, until February 2020, when some are with
Mr. Isaev, solely between Mr. Montik and Mr. Kashuba. The originals are in Russian or a
dialect of Russian. The translations are often conspicuously poor. The first message relied on

(at para 123 of Mr. Megrelishvili’s first affidavit) is from 18t August 2019. It says:

‘Roland [Isaev] has prepared such complex plan, that went into action in the last few
hours. | am almost sure the guys want to get control over the financial flow, and |
assume Roland them that their Kolya is worthless. That is why Rezo [Megrelishvili]
made a toast about him being a nice guy, though not yet professional enough and he
comes to him for a piece of advice when he needs it. Basically Roland is a stick in
their crow, though they don’t give up and continue running their own game. The way
they act shows that in real they do not have resource, and most probably Roland may
easily get rid of them.”

This is said to be the start of the conspiracy against Mr. Megrelishvili. Yet there are an
enormous number of uncertainties about it. What was the “complex plan™? The only events
which had happened recently was a discussion in Moscow on 7t and 8% August 2019
concerned with the Direx loan: see page 16 of my oral judgment. Further, Mr. Megrelishvili
seems to have had some involvement in it, because it was he who “made a toast”. In my
judgment it is wholly speculative to say that this message exchange refers to a plan by Mr.
Isaev (supported by Mr. Montik and Mr. Kashuba, and presumably Mr. Yaikau) to rid Befree of
Mr. Megrelishvili.

The next message is from 11t September 2019. This records Mr. Isaev saying he would not
speak to Mr. Barseev (one of Mr. Megrelishvili's associates) until the shares in Capital were
issued. There was indeed a problem with the issuance of shares to Tall Trade: see Mr. Isaev's
first affidavit paras [45]ff. Nothing in the message refers to any plan to move Mr. Megrelishvili
out of Befree. The second half of it refers to a proposed investment in a casino project. Mr.
Montik said he was thinking of calling Mr. Megrelishvili to discuss it, but Mr. Kashuba
suggested he himself should discuss things with Mr. Isaev before he and Mr. Montik decided
how to proceed. Mr. Montik's idea of telephoning Mr. Megrelishvili is in my judgment

inconsistent with any conspiracy against him.

11
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[32]

[33]

[34]

[39]

Then there is a message from 2nd October 2019. The first part of it seems to be completely
unrelated to Befree. It concerns a purchase of shares by a company called Merkeleon. This
Austrian company and its associates were controlled by Mr. Yaikau and Mr. Montik, but were
outside the Befree Group and outwith the non-compete provisions of the shareholders’
agreement: see the Befree shareholders’ agreement at clause 39(a)(i). The reference to “the
money is already gone” appears to relate to this deal, not to Befree. The relevant part is Mr.
Montik saying: “Yesterday, Rezo asked to start dividend distribution. Though, Roland says it
should not be done in any case.” This was followed on 12t October with Mr. Montik saying: ‘I
told Albert we will not distribute anything till we get back the loan of 2 min from Roland.” This
only seems to be an extension of the August discussions about the Direx loan. It does not in

my judgment show any agreement nor therefore any conspiracy.

Mr. Megrelishvili then cites a message from 224 October 2019. This shows in my judgment
the dangers of cherry-picking these messages. It starts by Mr. Montik saying: “So we have 12
min for distribution. What about crypto, or we have it all set [sic] with euro?” However, this is a

reference to deal with a company called Kindermatika; it has nothing to do with Capital.

Particular reliance is placed by Mr. Megrelishvili on messages sent on 29t October 2019. Mr.
Montik said: “For your information, yesterday Rezo was asking about the status of dividend
processing. | told him it is now taken care of in Curacao, the lawyers are supposed to prepare
the proper documentation.” After Mr. Kashuba acknowledged this, Mr. Montik continued: “But
we need to prepare something for real, as so far we have no idea how to distribute. In any
case, they do not have bank account, so we do not have any concerns here. So we can do
everything by stealth, even distribute, | think.” There is nothing here which shows Messrs
Montik and Kashuba in a conspiracy with Mr. Isaev. The inference from distributing by stealth
is that the enrich themselves, not third parties like Mr. Isaev or Tall Trade.

The following day, there is a discussion between the two men about taking payment by way of
royalties, but this refers to a payment to Befree, not from Befree. The amount of royalty

concerned is 200,000, presumably Euros, so it is a comparatively small sum.

On 31st October 2019 there is a long exchange of messages between Mr. Kashuba and Mr.

Montik, marked by particular vulgarity of language. Mr. Isaev says that the first two messages

12
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[37]

[38]

[39]

[40]

show those gentlemen wanting to cancel the sale of Befree shares to Capital because of
“‘Jewish beefs”, which is a reference to the dispute between Mr. Isaev on the one hand and Mr.
Megrelishvili and his associates on the other (all of whom are Jewish), and because Capital
were treating the Befree business as a “cash cow”. That in my judgment is a convincing
explanation of the messages. In particular, it does not show any conspiracy between Messrs.
Kashuba and Montik on the one hand and Mr. Isaev (and his associates) on the other. The

only conspiracy they might show is between the first two.

The next messages on this date appear to have no relation to Befree or Capital. They refer to

an “Australian issue” and a “German one”.

They go on to say: “The real plan B is IP. — It is our Joker.” This may tie in with the following
message where Mr. Kashuba says that Mr. Isaev was planning to fly in at the end of the
month. He continued: “He also asked me to clarify how to move IP till he comes to you. |
disregarded it and continue to do so.” That does not show any agreement between the two
men and Mr. Isaev. Mr. Isaev’s explanation is that he had been put in a difficult position,
because Mr. Megrelishvili had not paid the first instalment due on the loan, at a time when the
latter had not provided any security. The reference, he suggests, is to providing the IP as a

form of security.

On 5" November 2019, Mr. Montik said: “Roland told about other businesses he had before.”
Mr. Kashuba replied: “He has no other options, but unless we find the way to get rid of the
douches by ourselves he has options.” Again, this suggests that Messrs. Montik and Kashuba
wanted to get Mr. Megrelishvili out of the business, if Mr. Isaev was not successful in doing
that, but it does not show any agreement between them and Mr. Isaev to that effect.

On 9 November 2019 there is an exchange of messages involving, what the translator
describes as, “thieves’ cant”. | am afraid | cannot make sense of the messages on this date.

The following day the men discuss a proposal that all the money paid by him be returned to Mr.
Megrelishvili. Mr. Kashuba says: “Look, in case they offer money to Roland it is important to
saddle them with full KYC for money. Once we understand where the money comes from, we

go to right people and tell them they buy a corporate conflict.” This suggests that Mr. Montik

13
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[42]

[43]

[44]

[49]

and Mr. Kashuba were acting against Mr. Isaev’s interests, which is not consistent with the

three men being co-conspirators.

On 14! November 2019 there were numerous messages exchanged about various business
issues, including a transfer of money to Kindermatica Ltd. It starts with Mr. Kashuba saying:
“So, for today Roland: 1. Receipt 2. Push for dividends, otherwise we have nothing to finance
the factory with 3. Moldovans.” There is then a baffling exchange with Mr. Montik saying:
“Suknevich is hesitating. Let you discuss everything with him. And then we will make a
transfer... Because | have already told Rezo that the money was returned.” There is then a
reference to “drowning” the Green Corporation, one of the Softswiss Group, and Bitcap Ltd

purchasing it. Nothing shows a conspiracy in my judgment.

The following day there is a further exchange which appears to have nothing to do with Befree.

On 18t November 2019, there is this exchange:

Mr. Kashuba: 19t of July!!! | made a screenshot of all my WhatsApp message history
with Max. May you write all that to Roland? Especially the fact that the loan was
issued before the deal, and that it has nothing to do with the partnership. That was not
a payment to Roland, right... As per procedure. Statutory demand requires the
claimant to provide 100% evidence that the obligations were not fulfilled + evidence it
is not possible to fulfil them. Those Befree financial states would not let to fulfil the
obligations. So we need to know ‘all ins and outs’ regarding this matter. So there
would be no chance at all.

Mr. Montik: What are you talking about?

Mr. Kashuba: The request, that is being written by Roland’s attorney. About WW
Capital bankruptcy.”

Mr. Montik’s asking what Mr. Kashuba was talking about is not consistent with some existing
agreement to force Capital into insolvency. Moreover there is nothing wrong, or even
suspicious, in minority shareholders in Befree being interested in possible steps being taken
against the majority shareholder by Mr. Isaev.

On 20t November 2019 the two men discuss Mr. Josh Baazov, one of Mr. Megrelishvili's
associates, in unflattering terms. Mr. Montik says: “Rezo is the only one who wants to fight.”
He suggests that he sends “the record” to Mr. Isaev confidentially, “so that it does not pop up

afterwards.” It is unclear what “the record” is to which they refer. By this time, the serving of a
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statutory demand by Tall Trade, which finally occurred on 13 December 2019, was in

contemplation.

Mr. Megrelishvili at para 206 cites an exchange of messages on 6" December 2019. Mr. Isaev
says: “That’'s why I'm going to refuse.” Mr. Montik: “))”. Mr. Isaev: “And ask you to shut down
the money urgently...” Mr. Montik: “Yes, we can act as we have decided.” Mr. Megrelishvili's
comment is: “Mr. Isaev and Mr. Montik discuss preventing the payment of the Befree dividends
to Capital WW.” Mr. Megrelishvili's comment is not correct. Examination of the full message
shows that it concerns payment of monies in respect of gaming machines to a company called
Belatra. Again, this shows the danger of picking incomplete gobbets from the mass of

messages exchanged by the two men.

On 7t December 2019, there was a discussion about what seems to have been a separate
deal involving Mr. Isaev concerning the merging of two companies, ZMS and YuzhStal. (ZMS
is associated with Mr. Isaev, but this deal is unrelated to Befree.) However, Mr. Kashuba notes
that Mr. Isaev did not “want to interfere with Rezo in any business.” (“Be involved in any
business” might make more sense.) Given that relations between Mr. Isaev and Mr.
Megrelishvili had completely broken down with a statutory demand to be served in less than a
week, this comment does not in my judgment show anything in connection with a conspiracy.
It is a statement of fact. There is a reference to intellectual property, which Mr. Isaev says may
relate to Tall Trade’s wanting security for the lending to Capital. As | said at pages 11 to 13 of
my oral judgment, Tall Trade were entitled to security, but this was never provided. Mr. Isaev’s

interpretation may well be right.

On 10t December 2019, Mr. Montik discusses offering the 40 per cent shareholding in Befree
to Mr. Isaev and using the drag-along provisions in the shareholders agreement to force Mr.
Megrelishvili to match the price to be agreed with Mr. Isaev. 50 million, presumably Euros, is
mentioned. This does not show a conspiracy involving Mr. Isaev. On the contrary it shows Mr.

Montik pursuing his and Mr. Yaikau's own interests.

On 20t December 2019, Mr. Kashuba notes that “Roland is ready to sacrifice Georgia just not
to let them stay in business. That is the whole story. This why he’s against my meeting with

Rezo. He does not want anyone of them to stay.” Mr. Megrelishvili suggests that the
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reference to Georgia is to Softswiss’s activities in trying to expand in that country. He may be
right, but Mr. Isaev explains that, if Tall Trade was to be involved in business in Georgia, he
wanted Mr. Megrelishvili completely out of the business. This does not show a conspiracy.

On 30t December 2019, Mr. Kashuba asks: “Then why is not Rezo solving the issue? They
are sitting and doing nothing. Just pretending to do something [idiom: literally ‘sat in a trench
and just wave the flag’l.” Mr. Isaev suggests that this refers to the possibility of settlement
negotiations. In my judgment he is probably right. In any event it does not show any

conspiracy with Mr. Isaev.

Mr. Megrelishvili cites an exchange of messages of 6t January 2020, but | confess | do not
understand the messages. Mr. Kashuba says: “Roland told about that situation when Rezo
found someone from the fighting community. And this situation led to Giya.” Even Mr.

Megrelishvili is unable to provide a commentary on what he thinks it means.

On 20t January 2020, Mr. Montik writes: “Don’t forget about IP @) Patya offers to call Rezo
and tell that Dima [Yaikau] is shocked now and wants to break the contract on IP. So they
understand that in fact they have nothing to fight for.” Mr. Kashuba replies: “No no, let the
guys finish their plan: invite Rezo and let him sight. | see Giya inviting Rezo, and Roland and
you are already waiting for him so the conversation begins.” This appears to be a discussion

of the approach to take with settlement negotiations rather than anything conspiratorial.

In a later exchange of the same day, Mr. Montik says: “Basically, my goal is to arrange it the
way that Dima and us have 56, they have 40, you [Mr. Kashuba] have 4. We will also need to
talk to Dima. | think it would be logical in under certain circumstances if he cedes a little bit as
well.” Again, this is a discussion of a possible settlement involving buying out Mr. Megrelishvili
in return for the shares. It does not support an argument that there was a plot to liquidate

Capital.

In the last exchange of the day, when Mr. Kashuba was already in bed, Mr. Montik said: ‘I
talked to Rezo. Nicely. He lied to me for a few times during the call. | never showed | was not

alone. Giya wanted to screw him...”
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On 4t February 2020 Mr. Isaev sent Mr. Montik an account received from Tall Trade’s lawyers
in this Territory of what occurred during argument before me that day on Capital’s application
to set aside the statutory demand of 13! December 2019. Mr. Megrelishvili suggests that
there is something untoward in this, but both men had an interest in each other knowing what

was happening here.

Following my oral judgment on 5% February 2020, Mr. Isaev and Mr. Kashuba on different days
discuss Capital's requests for KYC documentation from Tall Trade, but indicate they do not
intend to cooperate with Capital. There is later in March 2020 correspondence in which Mr.

Yaikau and Mr. Montik refuse to appoint Mr. Megrelishvili's nominees as directors.

Actionable conspiracy

Actionable conspiracies are of two types: lawful means conspiracies and unlawful means
conspiracies. The former type is vanishing rare, because the predominant purpose of the
conspirators must be to harm the victim of the conspiracy. Since most conspiracies are formed
in order to enrich the conspirators, the elements of a lawful means conspiracy are rarely made
out. Here in my judgment a defence based on lawful means conspiracy cannot be made out

for want of a predominant purpose to harm Capital.

The latter type requires the conspirators to agree to use unlawful means to fulfil the purposes

of the conspiracy. In Taylor v Van Dutch Marine Holding Ltd'2 it was held:

“The constituent elements of unlawful means conspiracy... are:
i) an agreement, combination or understanding involving two or more persons;
ii) to take action which is unlawful;
iiif) with the intention (but not necessarily the predominant purpose) of injuring
the claimant;
iv) damage caused to the claimant by the unlawful means.
The burden of proof is on the Claimant to establish all elements of his case: Kuwait
Oil Tanker Co SAK v Al Bader."?’

The United Kingdom Supreme Court in JSC BTA Bank v Ablyazov (No 14)'* in discussing

the element of unlawfulness left:

12 [2019] EWHC 1951 (Ch), [2019] Bus LR 2610 (Julia Dias QC) at para [289].
13 [2000] EWCA Civ 160, [2000] 2 All ER (Comm) 271 at para [132].
14[2018] UKSC 19, [2020] AC 727 at para [15].
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‘open the question how far the... considerations [which apply to criminal acts] apply to
non-criminal acts, such as breaches of civil statutory duties, or torts actionable at the
suit of third parties, or breaches of contract or fiduciary duty. These are liable to raise
more complex problems. Compliance with the criminal law is a universal obligation.
By comparison, legal duties in tort or equity will commonly and contractual duties will
always be specific to particular relationships. The character of these relationships may
vary widely from case to case. They do not lend themselves so readily to the
formulation of a general rule... For present purposes it is unnecessary to say anything
more about unlawful means of these kinds.”

In the current case, Capital face difficulties under each of the four elements. As to (i), as |
have pointed out, there are difficulties relying on the Telegram messages to establish a
conspiracy which includes Mr. Isaev. (ii) The unlawfulness relied upon is the failure to pay
dividends from Befree to Capital. This can only be a breach of contractual duty. However,
under the shareholders’ agreement dividends were only payable by 30" April 2020. A
“‘conspiracy” not to pay dividends about 29t October 2019 would not be unlawful. (iii) There
must be an intention to harm Capital. If the sole purpose is self-enrichment by the
conspirators, this will not be made out, although on the facts an intention may be capable of

being made out, at least to the Sparkasse Bregenz standard.

(iv) No damages have been pleaded. Only the legal costs of seeking to set aside the statutory
demands and of defending the applications for the appointment of a liquidator have been
incurred to date. However, firstly, these costs will not be more than the debt due to Tall Trade,
so cannot be relied as a complete cross-claim. Secondly, even if the loss caused by a
liquidator being appointed could be relied on as a cross-claim, causation cannot be shown. It
has always been open to Capital to arbitrate to ensure that the majority of Befree board
consists of Capital nominees, who could declare the dividends needed by Capital to pay Tall
Trade. This — without in my judgment any adequate explanation — Mr. Megrelishvili has

failed to do.

Accordingly, in my judgment, no adequate case of actionable conspiracy has been made out to

form a cross-claim, even to the low Sparkasse Bregenz threshold.

Improper purpose
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| turn to the question whether the applications for the appointment of a liquidator have been

brought for an improper purpose. It is well established that:'s

‘the petitioners [for winding up] as [creditors]... are prima facie entitled ex debito
Jjustitiae to a winding up order, and it seems to me to be impossible to displace that
prima facie position without the very strongest proof that the petition is being
improperly made use of for some ulterior motive.”

Likewise the English Court of Appeal in Re Southard & Co Ltd ¢ held:

‘where the debt is established and not satisfied and there are no exceptional
circumstances, the creditor is entitled to expect the Court to exercise its jurisdiction in
the way of making a winding up order.”

French’s Applications to Wind Up Companies'” gives a helpful list of cases where an

improper motive has been found to nullify a winding up petition, but the learned author warns:

‘Although a creditor's petition to wind up a company has an improper collateral
purpose it may nevertheless be permitted to proceed if the winding up would, to a
material extent, serve the petitioner's interest as creditor, even if that is not the
petitioner’s principal purpose.”

In the current case, | have rejected the case based on an actionable conspiracy. Even if | am
wrong on that, the highest the evidence goes is that Mr. Isaev, Mr. Montik, Mr. Yaikau and Mr.
Kashuba have discussed possible division of shareholdings in Befree, if Capital is forced to sell
its shares in Befree following a winding up order. That is in my judgment hardly evidence of an
improper purpose. The natural purchasers of any shares in Befree which a liquidator may

seek to sell will be existing investors (including indirect investors like Tall Trade).

| have not overlooked Mr. Levy QC’s point that around 29t October 2019 Mr. Megrelishvili
made an offer to pay the loan instalment then due himself. That was rejected on the basis that
the money should come from Capital. As a matter of law, that is right: a creditor is only obliged
to accept payment from its debtor. Further, as a matter of practice, there may have been

15 Re Amalgamated Properties of Rhodesia (1913) Ltd [2917] 2 Ch 115.
16[1979] 1 WLR 1198 at p 1203.
1713t Ed, 2015 at para 2.119.

19



[68]

[69]

[70]

[71]

[72]

potential money-laundering issues with accepting payment from Mr. Megrelishvili personally. (|
note that Mr. Megrelishvili did not “show the colour of his money” and has adduced no
evidence that he held the money available for payment, but | shall ignore this point.)

Mr. Levy QC waxed lyrical on how the refusal to accept the offer of payment shows the
complete bad faith of Mr. Isaev and his alleged conspirators. The short answer is that even
now, Mr. Megrelishvili has made no attempt whatsoever to make the outstanding loan
repayments. Indeed, as can be seen from the discussions after | delivered my oral judgment
on 5 February 2020, Capital was seeking time to pay. The fact that they have not paid,
despite the considerable delay in this matter coming before me again, is in my judgment

damning.

Moreover, Tall Trade were in February 2020 offering to settle matters if Capital provided
security, as was required by the loan facility. Capital did not provide security. If Tall Trade

were acting in bad faith for collateral purposes, they would not have made such an offer.

Even applying the low Sparkasse Bregenz test, this is not a case where the appointment of a
liquidator should be refused on the grounds of the applicant having an improper purpose. Tall
Trade have an undoubted claim to repayment of instalments of at least €2 million a quarter on
their loan of €17 million. There is another creditor, Mr. Megrelishvili himself, who lent at least
€1 million to Capital (he may have lent more, there is a dispute about this). | have found that
Tall Trade has no improper purpose in seeking the appointment of a liquidator. Even if it did,
however, this would be an appropriate case for appointing a liquidator. If the application were
refused, then Tall Trade would be forced to issue proceedings for the outstanding instalments
of the debt and then enforce it, probably by seeking a charging order over Capital's Befree
shares. There is no sensible purpose in forcing Tall Trade down that route.

Accordingly, | do not reject the application on the grounds of any improper purpose on Tall
Trade’s part.

Alghussein
The third point taken by Mr. Levy QC was based on Alghussein Establishment v Eton

College.'® There the House of Lords held (reading from the headnote):

1811988] 1 WLR 587.
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“that there was a presumption that a party to a contract could not be permitted to take
advantage of his own wrong as against the other party, applied, in the absence of an
express provision to contradict the presumption, as much to a party who sought to
obtain a benefit under a continuing contract on account of his breach, as it did to a
party who relied on his breach to avoid a contract and thereby escape his
obligations...”

Here there was no breach of the Befree shareholders’ agreement in not making dividend
payments before 30t April 2020. In respect of the period after 30t April 2020, there is no
causation. Accordingly, this point has no application. It is just an attempt to reargue the points

which | rejected in my oral judgment.

Admissibility of the Telegram messages

| turn then to the admissibility of the Telegram messages. Because | have rejected Capital’'s
case on its merits, including the Telegram messages, this point is hypothetical. Nonetheless,
since the matter may go further, it is right that | should deal with it. Obviously, on the facts as |
have found them, the “probative value of the evidence” is slight. That alone would be sufficient

for me to exercise my discretion against allowing the messages into evidence.

| shall therefore proceed on the basis that | am wrong in my conclusions as to the existence of
a conspiracy and that, contrary to my findings, the messages are important evidence of a
conspiracy to which Mr. Isaev was a party. | have dealt with the criteria in section 125(3)(a)
and (b). Looking at the further criteria in section 125(3) of the Evidence Act 2006, (c) (the
nature of Capital's defence) | shall consider after looking at the other criteria. As to (d),
hacking someone’s computer or server, as happened here, is a serious impropriety in my
judgment. Everyone, including businessmen, has a reasonable expectation of privacy when
using an encrypted service such as Telegram. As to (e), | have already found that Mr.
Megrelishvili knew full well that Phoenix’s behaviour was deliberate. As to (f), in practice
neither Mr. Megrelishvili nor Phoenix will be punished for this behaviour. Rendering the

evidence inadmissible is the only punishment available.

As to (g), it can no doubt be argued that Mr. Megrelishvili would never have known of the
messages without the hacking. However, that is not the test under (g). The evidence could
have been obtained if Capital had brought proceedings against the alleged conspirators. Mr.
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Montik and Mr. Kashuba would have been obliged to disclose the Telegram messages as part
of their disclosure obligations. If they had not done so, then (g) would have been highly
relevant to the admission of the hacked versions of the messages. Capital could rely on (g) to
allow the admission of the hacked messages as the only way to show that Mr. Montik and Mr.
Kashuba were in breach of their disclosure obligations. As it is, in my judgment (g) is another

factor against admissibility at this stage of the case.

As to (c), | need to take an overall view of the case. There is no doubt that Tall Trade has lent
a large sum of money to Capital. Capital has taken no effective steps to obtain the payment of
dividends from Befree. There were steps which it could have taken, like arbitrating a dispute
under the shareholders’ agreement or suing the alleged conspirators. (This Territory would
probably have jurisdiction over the conspiracy claim based on Capital suffering the damage
here: CPR 7.3(4).) It has done nothing. Mr. Megrelishvili put forward various defences to the
statutory demand, all of which | rejected. He has offered to pay personally, but has not made

any such payment, despite the long period since the hearing in February.

What the legislator was envisaging under (c) was the possibility of a serious miscarriage of
justice occurring, if illicitly obtained evidence was not adduced. In the current case, appointing
a liquidator may make pursuit of the alleged conspirators more difficult. However, it would not
make it impossible. The liquidator might have sufficient funds to do it him or herself.
Alternatively, Mr. Megrelishvili might finance the litigation. Lastly the liquidator might sell the
claim to Mr. Megrelishvili or a litigation funder. In my judgment, “the nature... of the defence
and the nature of the subject-matter of the proceeding” are not such that great weight should
be attached to this consideration, even on the hypothetical assumption which | am making that

a case in conspiracy is made out.

Standing back and looking at the seven factors in section 125(3), the considerations are overall
firmly against the admission of the Telegram messages. In the exercise of my discretion under

section 125(1) | refuse to allow the messages to be adduced in evidence.

For completeness, | should add that Mr. Samek QC in his skeleton objected to the admission
of the Telegram messages as inadmissible hearsay, although he did not pursue this point in

oral argument. In my judgment his failure to pursue the point was well-advised. The law of
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evidence in relation to conspiracies is somewhat complicated, because “overt acts” by one
conspirator are admissible against other conspirators, even when the other conspirators were
not present (indeed in a “hub and spoke” conspiracy, conspirators on one spike of the
conspiracy may not know the existence of a conspirator on another spike): see the discussion
in my judgment in R v Mahtani.’® The messages were relied on by Capital as overt acts.

There was in my judgment no breach of rule against hearsay.

Advertisement of the second application

| turn to the question whether | should appoint a liquidator in action number 2020/0157. Mr.
Levy QC submits that the failure to advertise this second application means that | should at
least adjourn the matter, so that the application can be advertised. He pointed out that the

purpose of advertisement was so that both supporting and opposing creditors could appear.

In theory Mr. Levy is right. Advertising does allow opposing creditors to appear. However, on
the facts of this case, this possibility is theoretical only. Capital is not a trading company
(where different considerations might arise). There are, so far as appears from the evidence
no creditors apart from Tall Trade and Mr. Megrelishvili himself. In these circumstances,

advertisement serves no purpose in my judgment.

Under section 165(1) of the Insolvency Act 2003 | have the power to dispense with
advertisement. Given that the application in action number 2020/0025 has been advertised,
this is in my judgment a quintessential case for dispensing with the requirement. Adjourning
the current application for advertisement will simply increase costs and cause delay.
Accordingly, in the exercise of my discretion | dispense with advertisement of the second

application.

The second and third statutory demands

So far as the second and third statutory demands are concerned, Mr. Levy QC submits that
serving these was an abuse of process. Mr. Samek QC argued that serving a statutory
demand was not a form of court process and thus could not constitute an abuse of process. In
my judgment, that is a matter of semantics. In general, there will need to be some special

reason for issuing a second, and for that matter a third, statutory demand in respect of

192015 Gib LR 137.
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substantially the same dispute. The classes of case which might constitute a special reason
are not closed. An obvious case (loosely modelled on the current case) might be where
quarterly instalments of $2 million were owed. If the company had an arguable cross-claim of
$3 million, which was set up to dispute the first statutory demand, it would be perfectly
reasonable for the putative creditor to serve a second statutory demand in respect of a second
unpaid instalment, because only an arguable cross-claim for the $1 million balance would

survive the first statutory demand.

In the current case, the litigation has been particularly hard fought. | am doubtful that it was
justified to issue the second or the third statutory demand, but there were various uncertainties
which may well have led Tall Trade to adopt a belt and braces approach. In my judgment, the
fairest course is to adopt that which the parties agreed in relation to the fourth statutory
demand and simply adjourn the applications to set aside the statutory demands generally with
liberty to restore. On case management grounds it is not appropriate to allocate Court

resources to a now virtually academic exercise.

Conclusion
| shall therefore order
(a) that advertisement of the application in action number 2020/0157 be dispensed
with;
(b) that a liquidator be appointed over Capital; and
(c) that the applications to set aside the second and third statutory demands be
adjourned generally with liberty to restore.
| shall hear counsel on costs.

Adrian Jack
Commercial Court Judge [Ag.]

By the Court

Registrar
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