13 December 2023




Today’s presenters

Ed Macnamara
Partner, Restructuring &
Insolvency

Jason Gunter
Director, Restructuring &
Insolvency

Mark Sinka

Director, Investigative
Analytics & Technology

PwC | 2



Market context: comparison of asset class returns

Comparison of asset returns from January 2022
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Source: BTC and ETH close prices from CoinMarketCap; S&P 500 close prices from Yahoo Finance; gold close prices and bonds (iShares 20+ Year Treasury Bond ETF) prices from Nasdaq



The FTX Story

The growth in FTX mirrored the uplift in the market indicated by the price of BTC

Alameda founded $400m funding (Jan-
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Key events leading to the collapse of FTX

From a leaked balance sheet, it took less than 10 days to collapse

Coindesk article (2- SCB winding up FTX hacked (12-Nov-
petition (10-Nov-22 22

Nov-22
The SCB lodges a .
All7am;9.;dqa t;alanr;ce WUP over EDM and $;I1I 5rr’nf;n rﬁqwd ;':r,’vqpto
sheet insolve suspends license stolen from exchange
° -_
F— i |
Binance approach (6- Chapter 11 (11-Nov- PwC JPLs join ticket
9 Nov-22 22 14-Nov-22
Liquidation of FTT > John Ray appointed as Appointed over FDM to
NBO to buy FTX > CEO and 134 entities safequard assets &
Withdraws after DD file for Ch 11 data
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== FTX US
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What happened when FTX collapsed?

= High profile / public scrutiny
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Liabilities are frozen by the courts
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A “run” on the exchange by customers

Agent of the court appointed to safeguard and recover
assets

Liquid assets rapidly depleted

Data forensically examined

Shortfall of customer assets to meet claims
¢ Y became apparent

Opaque funding structure and poor record keeping mean
shortfalls and losses likely to be shared amongst all

& L] o |

Exchange shut down

(=]
O
(=)

Will take time to return value to customers
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@ Parallel bankruptcy processes globally
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Commercial lessons that we can learn from the collapse

Robust Governance and Controls are necessary

A constant view of the balance sheet position and
cash flow position is critical to monitoring solvency

Legal entity parameters must be clearly defined
with intragroup funding clearly documented

Customer asset handling policy needs to be clear
and adhered to
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It is critical to understand the custodial
arrangements of your assets

Consider the regulatory rules the counterparty is
subject to

Parallel bankruptcy processes globally
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Lessons for using crypto and crypto exchanges

Crypto Exchanges General Considerations
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Operational treatment of customer’s assets (crypto
& fiat)

Ownership

Types of assets held (and complexities)

Liquidation considerations
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Custody of Assets

Sanctions / Taint

Quantification & Valuation

Tracing & Recovery
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Lessons for using crypto and crypto exchanges
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