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LONDON, SHANGHAI, NEW YORK: Dan Wasyluk
discovered the hard way that trading cryptocurrencies
such as bitcoin happens in an online Wild West where
sheriffs are largely absent.

Wasyluk and his colleagues raised bitcoins for a new
tech venture and lodged them in escrow at a company
running a cryptocurrency exchange called Moolah. Just
months later the exchange collapsed; the man behind it
is now awaiting trial in Britain on fraud and money-
laundering charges. He has pleaded not guilty.
Wasyluk’s project lost 750 bitcoins, currently worth
about $3 million, and he believes he stands little chance
of recovering any money.

“It really was kind of a kneecapping of the project,”
said Wasyluk of the collapse three years ago. “If you
are starting an exchange and you lose clients’ money,
you or your company should be 100 percent account-
able for that loss. And right now there is nothing like
that in place.” Cryptocurrencies were supposed to
offer a secure, digital way to conduct financial transac-

tions, but they have been dogged by doubts. Concerns
have largely focused on their astronomical gains in val-
ue and the likelihood of painful price crashes. Equally
perilous, though, are the exchanges where virtual cur-
rencies are bought, sold and stored. These exchanges,
which match buyers and sellers and sometimes hold
traders’ funds, have become magnets for fraud and
mires of technological dysfunction, a Reuters examina-
tion shows, posing an underappreciated risk to anyone
who trades digital coins.

Huge sums are at stake. As the prices of bitcoin and
other virtual currencies have soared this year - bitcoin
has quadrupled - legions of investors and speculators
have turned to online exchanges. Billions of dollars’
worth of bitcoins and other cryptocurrencies - which
aren’t backed by any governments or central banks -
are now traded on exchanges every day.

“These are new assets. No one really knows what to
make of them,” said David L. Yermack, chairman of the
finance department at New York University’s Stern
School of Business. “If you’re a consumer, there’s noth-
ing to protect you.” Regulators and governments are

still debating how to handle cryptocurrencies, and
Yermack says the US Congress will ultimately have to
take action. Some of the freewheeling exchanges are
plagued with poor security and lack investor protec-
tions common in more regulated financial markets,
Reuters found. Some Chinese exchanges have falsely
inflated their trading volume to lure new customers,
according to former employees.

There have been at least three dozen heists of cryp-
tocurrency exchanges since
2011; many of the hacked
exchanges later shut down.
More than 980,000 bitcoins
have been stolen, which today
would be worth about $4 bil-
lion. Few have been recovered.
Burned investors have been left
at the mercy of exchanges as to
whether they will receive any
compensation.

Compensation wait
Nearly 25,000 customers of

Mt. Gox, once the world’s
largest bitcoin exchange, are still waiting for compen-
sation more than three years after its collapse into
bankruptcy in Japan. The exchange said it lost about
650,000 bitcoins. Claims approved by the bankruptcy
trustee total more than $400 million.

In July, a federal judge in Florida ordered Paul
Vernon, the operator of a collapsed US exchange called
Cryptsy, to pay $8.2 million to customers after he failed
to respond to a class-action lawsuit. The judge ruled
that 11,325 bitcoins had been stolen but did not identify
the thief. “This is no different than bank robbers in the
Old West,” said David C. Silver, one of the plaintiffs’
attorneys. “Cryptocurrency is just a new front.” Vernon
could not be reached for comment.

Another challenge for traders: government interven-
tion. This month, Chinese authorities ordered some
mainland Chinese cryptocurrency exchanges to stop
trading. The order, however, did not apply to exchanges
based in Hong Kong or outside China, including those
affiliated with mainland Chinese exchanges.

So-called “flash crashes” - when cryptocurrencies
suddenly plummet in value - are also a threat. Unlike

regulated US stock exchanges, cryptocurrency
exchanges aren’t required to have circuit breakers in
place to halt trading during wild price swings. Digital
coin exchanges are also frequently under assault by
hackers, resulting in down times that can sideline
traders at critical moments.

On May 7, traders on a US exchange called Kraken
lost more than $5 million when it came under attack
and couldn’t be accessed, according to a class-action
lawsuit filed in Florida. During the incident, the suit
alleges, the exchange’s price of a cryptocurrency
called ether fell more than 70 percent and the traders’
leveraged positions were liquidated. They received no
compensation. The exchange declined to comment on
the lawsuit. In a court filing, it asked for the case to be
dismissed and said the claims should be decided by
arbitration.

Another two flash crashes occurred this year on the
US exchange GDAX. The exchange said it compensat-
ed traders who lost money. Not surprisingly, many
banks are leery of cryptocurrency exchanges and some
have refused to deal with them. At a bank investor con-
ference this month in New York, Jamie Dimon, chief
executive of JPMorgan Chase & Co, called bitcoin “a
fraud” and predicted it will “blow up.”

Boycotts by banks can make it impossible at times
for exchanges to process wire transfers that allow cus-
tomers to buy or sell cryptocurrencies with traditional
currencies, such as dollars or euros. In March, Wells
Fargo stopped processing wire transfers for an

exchange called Bitfinex, leaving customers unable to
transfer US dollars out of their accounts, except
through special arrangement with the exchange’s
lawyer. Wells Fargo declined to comment.

Dealing with the banks “is a constant and ongoing
challenge,” said Bitfinex Chief Executive Jean Louis van
der Velde. “Citizens and businesses being treated like
criminals when they are not, including myself.” He
declined to say which banks Bitfinex is now using. In
part, banks say they are concerned about the due dili-
gence cryptocurrency exchanges do on their customers
to guard against money laundering, criminal activity
and sanctions violations. While regulators require
banks to verify who their customers are, some cryp-
tocurrency trading platforms have performed minimal
checks, Reuters found.

Internal customer records reviewed by Reuters from
the BTCChina exchange, which has an office in
Shanghai but is stopping trading at the end of this
month, show that in the fall of 2015, 63 customers said
they were from Iran and another nine said they were
from North Korea - countries under U.S. sanctions.
Americans are generally prohibited from conducting
financial transactions with individuals in Iran and North
Korea. Statements on BTCChina’s website from 2013
and 2014 identify Bobby Lee, who holds American citi-
zenship, as its chief executive and co-founder. Lee is
currently CEO of BTCC, a separate Cayman Islands-
registered cryptocurrency exchange company, accord-
ing to a spokesman for the exchanges. —Reuters
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Concerns about accountability grow

SAN JOSE: A smartphone app
designed to help migrants safely move
through countries is being tested in
Central America and Mexico from this
week, ahead of a wider roll-out else-
where in the world, the UN Migration
Agency said Friday.

“MigrantApp” offers information in
English, Spanish and French on safety,
health, accommodation and organiza-
tions offering assistance. 

Its launch comes at a time when the
United States is making undocumented
immigration far more difficult, while
ending programs that had eased the
entry and residence of certain
migrants.

Much of the US attention is directed
at Mexicans and Central Americans
who make up the largest number of
undocumented migrants who have
entered America. 

Central America is also a major cor-
ridor for other migrants from Latin
America-particularly Venezuelans right
now-and from countries on other con-
tinents seeking to get to the US.  

The UN Migration Agency, also
called the International Organization
for Migration (IOM), stressed that its
new app was not a tool to help
migrants try to circumvent government
controls on immigration.

Instead it provides “clear and reli-

able information on their legal options”
so they are less likely to opt for riskier,
irregular crossings that often expose
them to exploitation and fraud, said
Roeland de Wilde, country chief of
IOM in Costa Rica.

His office developed the app with
funding from the US State Department.
The path through Central America and

Mexico “is the biggest migration corri-
dor in the world,” he noted, adding it
made sense to provide migrants with
information on a mobile platform given
that most of them relied on phones
throughout their journeys.

Data from migrants using the app
will be kept confidential. Initially avail-
able only on Android phones, it will be

released for Apple’s iOS devices later.
The pilot app is being released two
weeks after the IOM’s deputy director
general, Laura Thompson, told a con-
ference in Costa Rica that migration
flows in the Americas were overwhelm-
ingly from south to north-with 94 per-
cent of migrants aiming for the US and
Canada.— AFP 
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CAYENNE: An Ariane 5 rocket put two commercial
satellites into orbit after an initial attempt was aborted
earlier this month, operator Arianespace said early
yesterday.

The rocket launched successfully from the Kourou

Space Centre in French Guiana on Friday, carrying the
Intelsat 37e and the BSAT-4a satellites into space,
Arianespace said. The launch had initially been set for
September 5 but was aborted in the final countdown as
the main engine was being ignited for lift-off due to an
“anomaly on the launcher,” Arianespace said. 

The last time an Ariane 5 lift-off was aborted at igni-
tion was in March 2011.

Friday’s launch was the fifth Ariane 5 rocket mission
this year, and the ninth successful launch by
Arianespace. It saw the Intelsat 37e, which weighs
around 6.5 tons, separating from the rocket just under
30 minutes after liftoff. 

And the BSAT-4a satellite, which weighs around 3.5

tons, was placed in orbit a little more than 47 minutes
after taking off from the French overseas territory in
South America.

Intelsat 37e is a high-speed satellite built by Boeing
that will offer high-performance telecoms services
while BSAT-4a is a satellite for Japan’s Broadcasting
Satellite System Corp.

Kourou is Europe’s spaceport in South America and
Arianespace is a launch operator which puts satellites
into orbit for the European Commission and European
Space Agency.

Guiana, which is home to some 250,000 people, has
been administered as a French region since the end of
the 18th century.  — AFP 
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This photograph taken on September 28, 2017, shows a smartphone being operated in
front of GAFA logos (acronym for Google, Apple, Facebook and Amazon web giants) as
background in Hede-Bazouges, western France. —AFP

SAN FRANCISCO: Uber Technologies Inc co-
founder Travis Kalanick on Friday said he had
appointed two new directors, a surprise move that
publicly reignited a board battle over the role of the
ousted former chief executive.

Uber investors are divided over whether Kalanick,
who was pressured to step down as CEO earlier this
year in the wake of several company scandals, should
himself be on the board and whether he can name
two other directors. The company and new Chief
Executive Dara Khosrowshahi are scrambling to por-
tray Uber as a reformed company that is responding
to concerns including sexual harassment claims and a
US bribery probe.

Kalanick, still one of the largest shareholders, said
in a statement he had appointed former Xerox Chief
Executive Ursula Burns and former Merrill Lynch
Chief Executive John Thain as directors.

“I am appointing these seats now in light of a
recent board proposal to dramatically restructure
the board and significantly alter the company’s vot-
ing rights. It is therefore essential that the full board
be in place for proper deliberation to occur, espe-
cially with such experienced board members as
Ursula and John,” he said. He did not specify the pro-
posals he opposed.

The appointments were a “complete surprise” to
Uber and its board, the company said in a statement.
“That is precisely why we are working to put in
place world-class governance to ensure that we are
building a company every employee and shareholder
can be proud of,” it added.

An investor who has supported Kalanick, Yucaipa
Companies managing partner Ron Burkle, praised
the appointments on Friday, calling Burns and Thain
“smart, high-quality people.”

Division among Uber investors exploded in public
in August, when Benchmark Capital filed a lawsuit to
force Kalanick off the board and rescind his ability to
fill two other seats on the panel, accusing him of con-
cealing a range of misdeeds. Yucaipa and other Uber
investors defended Kalanick and asked Benchmark
to divest its own shares and step down from the
board. A Delaware judge later that month stayed the
Benchmark lawsuit and sent it to arbitration, pushing
the dispute out of public view and delivering
Kalanick a victory.

Kalanick’s action on Friday could be subject to a
new legal challenge. —Reuters
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