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November 11, 2022
 

 

FTX Cryptocurrency Exchange Files in Bankruptcy
 
 

 Today, November 11, 2022, following a stunning collapse in a $32
billion valuation over less than a week's time, cryptocurrency trading
platform FTX filed for Chapter 11 bankruptcy reorganization in
Delaware, almost certainly wiping out billions of dollars in invested
capital. The filing came almost exactly a year after Bitcoin peaked at
about $69,000.
 

FTX's bankruptcy filing was accompanied by the filings of affiliate FTX
USA and that of Alameda Research Ltd., a trading firm/hedge fund
also founded by FTX founder and CEO, Sam Bankman-Fried, who
resigned from his positions in the companies with the filings. Another
approximately 130 affiliated entities also filed for bankruptcy. The
Securities and Exchange Commission ("SEC"), the U.S. securities
regulator, is investigating allegations that funds invested on the FTX
trading platform may have been used by Bankman-Fried to prop up
Alameda. If proven true, the FTX and Alameda bankruptcies could
transition from mere massive business collapse to crimes.
 

FTX's collapse began last weekend, when rival trading platform
Binance's CEO C.Z. Zhao published tweets questioning Alameda's
financial stability, apparently referring to a Coindesk report and stating
that he would sell over $500 million of cryptoassets, causing major
declines in Bitcoin, Ether, FTT (FTX's native token) and other
cryptocurrencies traded on FTX and held by Alameda. Investors tried
to withdraw their assets, causing a run on FTX that it was unable to
honor. Bankman-Fried negotiated a buyout by Zhao, but Binance
pulled out of the deal after reviewing FTX's books as part of due
diligence, leaving FTX with no other White Knight in sight. FTX owes
up to $8 billion. Alameda's bankruptcy petition listed assets of
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approximately $10 billion and liabilities in approximately the same
amount, suggesting that those assets could be marked down to zero.
 

This is not the first crypto exchange bankruptcy of the year, although
it is the largest. Earlier in the year, crypto exchanges Celsius Network
and Voyager Digital filed for bankruptcy. Also, as we previously
reported, in July, the SEC charged a former manager of publicly
traded cryptocurrency exchange platform Coinbase Global (NASDAQ:
COIN) and two associates with securities fraud and insider trading
trading of blockchain-minted digital tokens and other crypto/digital
assets. Further information can be found at Kurtin PLLC Information
Technologies, Blockchain & Internet.
 
 

Owen D. Kurtin
 
 
For additional information on our professional services, please visit
our website at the link below and contact us at info@kurtinlaw.com or
+.1.212.554.3373.

 

Kurtin PLLC, a New York City-based law firm, focuses on corporate, commercial and
regulatory representation in the Biotechnology & Life Sciences, Communications & Media,
Information Technologies, Blockchain & Internet, Satellites & Space and Venture Capital &
Private Equity sectors. Since our founding in 2008, we have represented clients in over
forty countries on six continents and across the United States on transactional and
dispute resolution matters. Among our key values, none rank higher than creative and
individualized solutions to business issues, absolute client discretion and unsurpassed
responsiveness.
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 The materials contained in this message and website pages, whitepapers, advisories and other items
directly linked to it have been prepared for general informational purposes only and should not be
construed or relied upon as legal advice or a legal opinion on any specific facts and circumstances. The
publication and dissemination, including on-line, of these materials and receipt, review, response to or
other use of them does not create or constitute an attorney-client relationship.
 
To ensure compliance with requirements imposed by the Internal Revenue Service, we inform you that
any tax advice contained in this communication (including any attachments) was not intended or written
to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal
Revenue Code or (ii) promoting, marketing or recommending to another party any tax-related matter(s)
addressed herein.
 
These materials may contain attorney advertising. Prior results do not guarantee a similar outcome.
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