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CFTC Ruling Defines Bitcoin and Digital

Currencies as Commodities

Pete Rizzo

The US Commodity Futures Trading Commission (CFTC) has issued its first action
against an unregistered bitcoin options trading platform, ordering the startup to
cease operations and simultaneously settling the case.

The CFTC charged San Francisco-based startup Coinflip Inc, which does business
under the name Derivabit, and CEO Francisco Riordan with conducting activity
related to commodity options, without registering with the agency or meeting rules
for exemption.

With the ruling, the CFTC has also confirmed that bitcoin and other digital
currencies are commodities covered by the Commodity Exchange Act (CEA). In the
past, CFTC chairman Timothy Massad had stated that bitcoin was likely to be
considered a commodity.

CFTC director of enforcement Aitan Goelman suggested in a statement that the
agency will seek to hold digital currency companies to the same standards as more
traditional businesses that fall under its purview.

"While there is a lot of excitement surrounding bitcoin and other virtual currencies,
innovation does not excuse those acting in this space from following the same rules
applicable to all participants in the commodity derivatives markets."

More specifically, the CFTC found that Coinflip violated Section 4c of the CEA and
Part 32 of the CFTC’s regulations, and that it should have registered as a swap
execution facility or designated contract market. The agency also found that Riordan
was liable for the violations.

In its ruling, the CFTC offered clarity as to the ruling, stating that Section 1a(9) of
the CEA defines commodity to include "all services, rights, and interests in which
contracts for future delivery are presently or in the future dealt in."

"The definition of a 'commodity' is broad... Bitcoin and other virtual currencies are
encompassed in the definition and properly defined as commodities," the agency
wrote.

Speaking to CoinDesk, New York Law School professor Houman Shadab, who
has authored works on the use of cryptographic technologies such as bitcoin for
financial derivatives, went on to caution that the CFTC's oversight of the technology
is limited to these applications.

However, he suggested the ruling may have larger implications.

"The action puts to rest any notion that virtual currencies qualify as securities.
Otherwise, the Securities and Exchange Comission would be bringing this action,
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not the CFTC," Shadab said.

For more of the agency's views on bitcoin and blockchain technology, revisit our full
interview with former CFTC Commissioner Mark Wetjen.

The CFTC did not offer additional commentary on the announcement.

More details on the ruling can be found here.

Sign up for Market Wrap, our daily newsletter explaining what happened today in
crypto markets – and why.

By signing up, you will receive emails about CoinDesk product updates, events and
marketing and you agree to our terms of services and privacy policy.

DISCLOSURE

Please note that our privacy policy, terms of use, cookies, and do not sell my
personal information has been updated.

The leader in news and information on cryptocurrency, digital assets and the future
of money, CoinDesk is a media outlet that strives for the highest journalistic
standards and abides by a strict set of editorial policies. CoinDesk is an independent
operating subsidiary of Digital Currency Group, which invests in cryptocurrencies
and blockchain startups. As part of their compensation, certain CoinDesk
employees, including editorial employees, may receive exposure to DCG equity in
the form of stock appreciation rights, which vest over a multi-year period. CoinDesk
journalists are not allowed to purchase stock outright in DCG.

CFTC Ruling Defines Bitcoin and Digital Currencies as Commodities 10/13/2022, 8:53 PM

https://www.coindesk.com/markets/2015/09/17/cftc-ruling-defines-bitcoi... 2 of 2

Case 1:20-cv-10832-AT-SN   Document 831-49   Filed 06/13/23   Page 3 of 3


