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In Timoria LLC v. Anis, a case of first impression addressing the
jurisdictional status of cryptocurrency, the Delaware Court of
Chancery on Oct. 6 denied a plaintiff's attempt to assert jurisdiction
over allegedly stolen ether tokens.

Vice Chancellor J. Travis Laster's opinion provides important guidance
on the application of traditional jurisdictional principles to digital
assets, and highlights the limitations of in rem and quasi in rem
jurisdiction when seeking to recover cryptocurrency.
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The dispute arose after Liquid Gaming NV, a Curagao-based online
cryptocurrency casino doing business as Duelbits, discovered that
two former customer service employees — Mohammed Al Waslati (a
Saudi Arabia resident) and Chaib Anis (an Algeria resident) — had
allegedly transferred approximately 1,064.944 ETH tokens, worth
approximately $3.7 million, to an unknown cryptocurrency address. 3
After discovering the suspicious transfers, Duelbits assigned its ‘)\(/
claims to Timoria LLC, its wholly owned Delaware subsidiary.
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Timoria filed suit in the Delaware Court of Chancery, seeking to
freeze the transferred ether and impose obligations on the former employees and
cryptocurrency exchanges that might be holding the assets. After Al Waslati moved to
dismiss for lack of personal jurisdiction, Timoria voluntarily dismissed him, but maintained
that the court could still exercise in rem jurisdiction over the ether itself and quasi in rem
jurisdiction to impose obligations on persons who held or claimed it.

Cryptocurrency as Intangible Property

In his opinion, Vice Chancellor Laster first addressed whether ether is tangible or intangible
property, a question of first impression in Delaware.

The court concluded that Ether is intangible property, rejecting the key theory that would
treat cryptocurrency as tangible property based on the physical location of the private key
that accesses it: "[A] blockchain ... is not physical; it is a data structure, nothing more. ... It
is an abstraction: a collection of either the presence or absence of electronic charges in
separate memory locations ... typically accessed by virtualized servers that execute
blockchain code and process its data[.]"

Locating Cryptocurrency for Jurisdictional Purposes

Having determined that ether is intangible property, the court then addressed where such
property is located for jurisdictional purposes.

Vice Chancellor Laster applied the owner domicile theory, finding that "cryptocurrency has
its non-exclusive situs for jurisdictional purposes in its owner's domicile." This approach
follows the common-law principle of mobilia sequuntur personam, which holds that
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intangible personal property is located at its owner's domicile.

The court acknowledged that intangible property might simultaneously be located in
multiple places for jurisdictional purposes, but declined to adopt alternative theories
advanced by scholars, including: (1) the node theory, which would locate cryptocurrency
wherever blockchain network nodes exist; and (2) the network access theory, which would
deem cryptocurrency located wherever it can be accessed electronically.

Constitutional Limits on Cryptocurrency Jurisdiction

While the court determined that the ether was constructively located in Delaware, where
Timoria is domiciled, this satisfied only the first step of the jurisdictional inquiry. The second
step — whether asserting jurisdiction would comport with due process — proved fatal to
Timoria's case.

Vice Chancellor Laster emphasized that since the U.S. Supreme Court's 1977 decision in
Shaffer v. Heitner, "all assertions of jurisdiction must comply with constitutional standards
of due process," requiring "sufficient minimum contacts between the jurisdiction and the
defendant to render the assertion of jurisdiction consistent with traditional standards of fair
play and substantial justice."

Unlike real estate or Delaware corporations — where the property's connection to the state
creates sufficient minimum contacts for certain types of claims — the court found that the
ether's presence in Delaware through Timoria's domicile did not create contacts sufficient to
satisfy due process.

Importantly, the court distinguished between pure in rem jurisdiction (adjudicating title to
property) and quasi in rem jurisdiction (using property to impose obligations on persons).
Vice Chancellor Laster explained that Timoria was seeking both types: "The in rem
component is the seizure of the Ether solely to determine title. ... The quasi in rem
component of this case seeks to leverage the seizure of the Ether to impose obligations on
individuals like the Algeria and [Saudi] Arabia residents."

The court emphasized that Duelbits was domiciled in Curacao when the alleged wrongful
transfers occurred, and only later assigned its rights to Timoria. The court explained that
Timoria could not leverage the presence of the ether in Delaware to impose obligations on
individuals — like the Algerian and Saudi Arabian defendants — without showing they had
sufficient minimum contacts with Delaware.

Since the theft was from a Curacao entity and the defendants had no connection to
Delaware, they "could have reasonably anticipated being sued in Curagao" but "could not
have reasonably anticipated being sued in Delaware."

Future Jurisdictional Pathways for Cryptocurrency Cases

Vice Chancellor Laster suggested two scenarios where the outcome might have been
different:

1. If Duelbits had been a Delaware entity when the transfers occurred, "the Ether would
have been located here at the time of the wrong, and the wrongdoers would have
metaphysically reached into Delaware to take the Ether," creating sufficient contacts to
support jurisdiction.
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2. If Timoria had shown that "no other jurisdiction could provide relief," it would have
reflected previous decisions where courts have "deployed more aggressive bases for
jurisdiction when the claim is particularly serious and no other jurisdiction could entertain
the suit."

The vice chancellor also noted that Delaware could theoretically use its sovereign authority
to establish statutory situs rules for certain digital assets, similar to how Delaware law
establishes Delaware as the situs of Delaware corporate stock under Title 8 of the Delaware
Code, Section 169.

The Timoria decision reflects the cautious U.S. approach to asserting jurisdiction over
foreign-held intangible assets. This contrasts with jurisdictions employing U.K. and
Commonwealth jurisprudence, which are more willing to assert jurisdiction based on
ownership claims and issue proprietary injunctions or worldwide freezing orders.

For example, the court cited a 2020 English Commercial Court case, ION Science Ltd. v.
Persons Unknown, that exercised jurisdiction based on the domicile of the injured company
and issued a worldwide freezing order for stolen bitcoin.

This jurisdictional divergence highlights how cryptocurrency recovery strategies may vary
significantly depending on the selected forum. The court's reasoning suggests that while
ownership may establish property location, due process concerns in the U.S. require more
than mere ownership over property to support jurisdiction over persons who presently
control that property.

Practical Implications

Vice Chancellor Laster's thorough analysis provides a road map for parties seeking to
recover misappropriated digital assets, and for practitioners navigating the complex
intersection of traditional jurisdictional principles and novel digital assets.

Most critically, who owned the digital asset at the time of the misappropriation is decisive
for jurisdictional purposes.

Vice Chancellor Laster explicitly noted that "the answer would be different if Timoria had
owned the Ether at the time of the taking," as the wrongdoers would have "metaphysically
reached into Delaware," creating minimum contacts with the forum. This suggests that
post-theft transfers of claims to strategically advantageous jurisdictions may be ineffective
for establishing jurisdiction — a practice sometimes employed in international asset
recovery efforts.

For litigators pursuing digital asset recovery, several approaches warrant consideration in
light of Timoria.

Jurisdictional Planning

When structuring entities that hold cryptocurrency assets, consider domiciling the entity in a
jurisdiction at the outset of transactions, rather than through post-theft assignments.

As Timoria demonstrates, this timing matters — courts are more likely to protect assets
taken from entities already domiciled in their jurisdiction than to recognize post-theft
assignments designed to manufacture jurisdiction.



If the casino had been a Delaware entity when the transfers occurred, the wrongdoers
would have "metaphysically reached into Delaware" to take the ether, creating sufficient
contacts with Delaware to support jurisdiction.

Contract Terms

Digital asset issuers and intermediaries should consider including explicit forum selection
and jurisdictional consent provisions in their terms of service to clarify expectations about
where disputes will be resolved.

These contractual provisions may help U.S. courts determine whether persons using related
services or digital assets would be expected to be haled into a particular jurisdiction's
courts.

Multijurisdictional Strategy and Exchange-Focused Recovery

Given the divergent approaches to crypto jurisdiction globally, consider parallel proceedings
in multiple forums where appropriate. Rather than pursuing direct in rem jurisdiction over
the cryptocurrency, establishing personal jurisdiction over exchanges or wallet providers
that control access to the assets might prove more effective in some cases.

While Timoria focused on jurisdiction over the former employees, other jurisdictions have
imposed constructive trusts on exchanges controlling stolen assets.

In Jones v. Persons Unknown, the High Court of Justice of England and Wales in 2022
ordered a crypto exchange to deliver stolen bitcoin it controlled, finding the exchange held
the assets on constructive trust for the victim. A comprehensive strategy might include
freezing orders from U.K. courts and targeted actions against U.S.-based exchanges or
defendants.

Conclusion

As courts continue to grapple with cryptocurrency's borderless nature, the delicate balance
between territorial jurisdiction and due process highlighted in Timoria will likely influence
digital asset jurisprudence far beyond Delaware's borders, reinforcing the need for
practitioners to develop sophisticated, multijurisdictional approaches to digital asset
disputes.
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