
SEC QUESTION THE

CRYPTO, WHAT ARE

DOING WITH IT?

Report by Crypto Extraction



This document and its contents are protected by copyright and are

intended solely for personal reading, educational, and informational

purposes. Any use of this material, in whole or in part, for the

training, development, or enhancement of artificial intelligence (AI)

models, machine learning datasets, or similar technologies that has

not been publish is strictly prohibited without the explicit, prior

written consent of the author or copyright holder.

All content provided in this PDF is not financial, legal, or tax advice; it

represents the author’s personal opinions and general information

about cryptocurrency world. Additionally, the author does not

receive financial support for producing this report. Always do your

own research (DYOR) before making any investment decisions.

Please be aware that trading or investing in cryptocurrency involves

significant risk.

If you wish to use or reference this work beyond personal reading or

sharing the original PDF, please contact the author for permission.

Content Usage & Financial Disclaimer:

Swipe



Today, no more

staking for you

Sorry SEC, you
let us down!

FIRST OF ALL,
SEC WANTS TO

STOP STAKING

Hold on a second, what does that mean?

On February 9th, 2023, Brian Armstrong, CEO of
Coinbase, tweeted a thread about the rumor
that the SEC wants to stop staking, especially
for retail investors.

On Twitter

SEC Retail Investor

1/ We're hearing rumors that the SEC would

like to get rid of crypto staking in the U.S. for
retail customers. I hope that's not the case

as I believe it would be a terrible path for

the U.S. if that was allowed to happen.

Brian Armstrong
Co-founder & CEO at @CoinbaseCo-founder & CEO at @CoinbaseSource: https://twitter.com/brian_armstrong/status/1623459203150131201
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HOWEY TEST

How does the SEC define an
investment as part of securities?

What is Howey Test?

4 Criteria to determine a securities:

An investment
of money

With the
expectation of profit

To be derived from
the efforts of others

In a common
enterprise

The US Supreme Court has established a standard, known

as the Howey test, for determining whether an "investment

contract" qualifies as a security under the Securities Act of

1933 and the Securities Exchange Act of 1934. This standard

requires disclosure and registration with the SEC.
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Kraken is a worldwide centralized cryptocurrency
exchange based in San Francisco where buyers can use

fiat, such as US dollars, euros, Japanese yen, and Canadian
dollars. To date, Kraken is the 3rd CEX after Binance and

Coinbase, with trading volume above $400 million.

Every investment
categorized as

securities that is
placed in the USA
must be registered

under the SEC

9 Feb 2023

The SEC charged Payward Ventures,
Inc. and Payward Trading Ltd., which
own Kraken, $30 million after failing
to register staking as a service
program with the SEC

Both holding businesses agreed to
directly settle with the SEC and paid
the $30 million without fighting it,
and no more staking as a service for
US customers

Hey, Kraken, you are being
charge for $30 million

Ok, SEC, we agree to pay it
and consider it done, ok?
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THE SEC DOCUMENT

FOR COMPLAINT AND

DEMAND JURY TRIAL 

Kraken is under sec alert

On June 2022, Kraken has over 135,000
US based customer with $2.7 billion of
crypto worth with the staked crypto
has made a million revenue for Kraken
in which around $45 million

The SEC has several concerns about Kraken staking,
from not registering this stake information with the SEC,
not staking the token that should be staked on the on-
chain, Kraken's control of the staking fee, and Kraken's
advertising to the public. For instance, the Kraken
website shows "Earn up to 21% yearly on your crypto."

Let's see the document
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"71. Investors put their crypto assets at risk as part of the Kraken

Staking Program. Defendants have control over all the crypto assets

invested in the Kraken Staking Program and choose when and how

to use them. (As explained above, Defendants do not actually stake all

crypto assets received from investors.) Moreover, according to the

Kraken Terms of Service, these crypto assets may be encumbered by

Kraken’s creditors. In addition, to the extent that an investor’s crypto

assets actually are staked to the underlying blockchain protocol,

those assets are at risk of being slashed.5"

In the facts section, number 2, the kraken staking
program is offered and sold as security > A Participants
In The Kraken Staking Program Invest Money

Your POS
Coin / token

INTERESTING

Kraken

Not staking all
of the portion

buyopen

stake

some
staked

some
Lending

Do what ever
Kraken want

You as an
investor
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STAKE
STEAK
STAKE
STEAK

The next day, February 10th, 2023

GARY GENSLER
Gary Gensler tweeted that the SEC
charged Kraken for selling unregistered
securities through staking-as-a-service
program. The crypto provider must
comply with disclosure and safeguard
laws. Gary also attached a video about
staking that needs to comply with US
law to protect customers!

Source: https://twitter.com/GaryGensler/status/1623777842000539648

Source: https://twitter.com/GaryGensler/status/1668272427074199567

"with wide-ranging noncompiance, franky, it's not suprising
that we've seen many problem in these [crypto] markets... it's
reminiscent of what we had in the 1920s before the federal
securities laws were put in place.

Provide additional comment:

Gary Gensler photo taken form https://www.youtube.com/watch?v=cAmamupS8a0

BASIC AND RISK

OF STAKING

TOKENOMIC

DISCLOSURES

SECURITY LAW

FOR STAKER?

3 POINTS

Gary Gensler
33rd Chair @SECGov33rd Chair @SECGov
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COINBASE WILL

FIGHT SEC FOR U.S.

CRYPTOS INVESTOR

-MEANWHILE-

Unlike Kraken, Coinbase will make additional
efforts to make US investors able to stake proof-
of-stake coins or tokens through a centralized
exchange. This will promote the adoption and

growth of proof-of-stake cryptocurrencies
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