Applicant; 1st; Russell Crumpler; 09.07.2022

IN THE GENERAL DIVISION OF THE HIGH COURT
OF THE REPUBLIC OF SINGAPORE

HC/OA /2022 In the matter of Section 252 and the Third
Schedule of the Insolvency, Restructuring and
Dissolution Act 2018 (No. 40 of 2018)

And

In the matter of Article 15 of the UNCITRAL Model
Law on Cross-Border Insolvency

And

In the matter of the Appointment of Liquidators in
the High Court of the Territory of the British Virgin
Islands over Three Arrows Capital Ltd (BVI
Company No. 1710531) on 27 June 2022, by way
of BVIHC(COM)2022/0119 and
BVIHC(COM)2022/0117

And

In the matter of THREE ARROWS CAPITAL LTD

(BVI Company No. 1710531)

1. THREE ARROWS CAPITAL LTD (BVI
Company No. 1710531)

2. CHRISTOPHER FARMER, solely in his
capacity as a duly appointed joint
liquidator of Three Arrows Capital Ltd
(Passport No. 525512120)

3. RUSSELL CRUMPLER, solely in his
capacity as a duly appointed joint
liguidator of Three Arrows Capital Ltd
(Passport No. 537127838)

...Applicant(s)

AEEIDAVIT
I, RUSSELL CRUMPLER (Passport No 537127838), c/o Teneo (BVI)

Limited, 3" Floor, Banco Popular Building, Road Town, Tortola, VG-1110, British



Virgin Islands, do solemnly and sincerely affirm and say as follows:

1. | am one of the two joint liquidators of Three Arrows Capital Ltd (BVI
Company No. 1710531) (the “Company”), appointed by the High Court of
the Territory of the British Virgin Islands (“BVI”) on 27 June 2022, by way
of proceedings in Claim No. BVIHC (COM) 2022/0119 (“Company’s
Liquidation Application”), which was an application by the Company for
it to be placed into liquidation, where the BVI Court took note of Claim No.
BVIHC (COM) 2022/0117 (“Creditor’s Liquidation Application”), which is
a prior application by a creditor of the Company, DRB Panama Inc (“DRB
Panama”) for the Company to be placed into liquidation (collectively, the
“Ligquidation Proceedings”). | am duly authorised to make this affidavit on
behalf of myself and my joint liquidator, Mr Christopher Farmer (“Mr

Farmer”). | refer to Mr Farmer and myself jointly as the “Liquidators”.

2. Insofar as the matters deposed to herein are within my personal
knowledge, they are true. Insofar as the matters deposed herein are based
on information or documents available to me, they are true to the best of

my knowledge, information or belief.

3. I make this affidavit in support of the Liquidators’ application (the

“Application”) for, amongst others, the following orders:

(a) The Liguidation Proceedings be recognised by the Singapore
Courts and in Singapore as a foreign proceeding pursuant to Article
17 of the UNCITRAL Model Law on Cross-Border Insolvency
(“Model Law”) as adopted in Singapore by way of Section 252 and

the Third Schedule of the Insolvency, Restructuring and Dissolution



(b)

(©)

(d)

Act 2018 (No. 40 of 2018) (“IRDA”);

The Liquidators be recognised by the Singapore Courts and in
Singapore as foreign representatives within the meaning of Article

2(i) of the Model Law;

So long as the Liquidation Proceedings, including any extensions
thereto, are in force, except with the consent of the Liquidators or
with leave of the Court (subject to such terms as the Court may

impose):

® Commencement or continuation of individual actions or
individual proceedings concerning the Company’s property,
rights, obligations or liabilities, including without limitation
HC/OA 247/2022 and all orders made thereunder, is stayed

in accordance with Article 21(1)(a) of the Model Law;

(ii) Execution against the Company’s property be stayed in

accordance with Article 21(1)(b) of the Model Law;

(iii) The right to transfer, encumber or otherwise dispose of any
property of the Company is suspended in accordance with

Article 21(1)(c) of the Model Law.

The Liguidators, so recognized, are empowered to examine
withesses, take evidence or delivery of information concerning the
Company’s property, affairs, rights, obligations or liabilities in
accordance with Article 21(1)(d) of the Model Law, including without

limitation:



(e)

(f)

0] to take and/or receive any documents belonging to the
Company and/or obtain production of the same, which for
the avoidance of doubt includes legal and other professional
advice, from any third party with possession, custody, or
power of the said documents belonging to the Company;

and

(ii) to access and obtain books, records and/or other
information and documents from the premises in Singapore
where the Company or its agents or affiliates engaged in any
business or activities, including the premises at 7 Suntec
Tower One, #21-04 Temasek Boulevard, Singapore

038987.

The Liquidators are entrusted with the administration, realisation,
and distribution of all or any part of the property and assets (and
any proceeds thereof) of the Company located in Singapore, in
accordance with Articles 21(1)(e) and 21(2) of the Model Law,
including without limitation, any electronic or other assets from the
premises in Singapore where the Company or its agents or affiliates
engaged in any business or activities, including the premises at 7
Suntec Tower One, #21-04 Temasek Boulevard, Singapore

038987,

The Liquidators, so recognised:

(1) have the standing to make an application to the Court under

Article 23(1) of the Model Law for orders or relief under or in



connection with Sections 130, 205, 224, 225, 228, 229, 238,
239, 240 and 438 of the IRDA and Section 131(1) of the

Companies Act 1967 (“CA”)

(ii) are granted the following relief under Article 21(1)(g) of the

Model Law:

a. the like powers in relation to Company’s property and
assets (and any proceeds thereof) as are available
to a Singapore insolvency officeholder, including any
relief provided under Section 96(4) IRDA; and

b. the standing to make applications to the Court for
orders or reliefs pursuant to Sections 130, 205, 224,
225, 228, 229, 238, 239, 240 and 438 IRDA and
Section 131(1) CA in respect of any preferences
given, floating charges created, alienation,
assignation or other transaction entered into before
23 May 2017 to which Article 23(1) of the Model Law
would not apply as a result of the operation of Article

23(9) of the Model Law.

The Liquidators will also be filing a summons under this Application for all
of the interim relief stated in Article 19 of the Model Law pending the
determination of the Application, as relief is urgently needed to protect the
Company’s property and its creditors’ interests, especially in the light of the
behaviour of the Company’s directors (and former directors), the nature of

the Company’s business and its assets (primarily cryptocurrency and non-



fungible tokens (“NFTs”)).

Such interim relief will be filed in a subsequent summons where, amongst

others, the following orders will be sought:

(a) Pending the final determination of the present Application, and

except with the consent of the Liquidators or with leave of the Court:

(i)

(ii)

(iif)

(iv)

Commencement or continuation of individual actions or
individual proceedings concerning Company’s property,
rights, obligations or liabilities, including without limitation
HC/OA 247/2022 and all applications made thereunder, is
stayed in accordance with Article 19(1)(c) of the Model Law,
read with Article 21(1)(g) of the Model Law and s 96(4)(c) of

the IRDA.

No order may be made, and no resolution may be passed,
for the winding up of the Company in Singapore in
accordance with Article 19(1)(c) of the Model Law, read with
Article 21(1)(g) of the Model Law and section 96(4)(a) of the

IRDA.

No receiver or manager may be appointed over any property
or undertaking of the Company in Singapore in accordance
with Article 19(1)(c) of the Model Law, read with Article

21(1)(g) of the Model Law and section 96(4)(b) of the IRDA.

Execution against the Company’s property is stayed in

accordance with Article 19(1)(a) of the Model Law.



(b)

v)

(vi)

(vii)

No step may be taken to enforce any security over any
property of the Company in Singapore, or to repossess any
goods under any hire-purchase agreement, chattels leasing
agreement or retention of title agreement in Singapore in
accordance with Article 19(1)(c) of the Model Law, read with
Article 21(1)(g) of the Model Law and section 96(4)(e) of

IRDA.

No right of re-entry or forfeiture under any lease in respect
of any premises occupied by the Company may be enforced
in Singapore in accordance with Article 19(1)(c) of the Model
Law, read with Article 21(1)(g) of the Model Law and section

96(4)(f) of the IRDA.

The right to transfer, encumber or otherwise dispose of any
property of the Company is suspended in accordance with

Article 19(1)(c) read with Article 21(1)(c) of the Model Law.

The administration or realisation of all or part of the property of the

Company located in Singapore be hereby entrusted to the

Liguidators, in order to protect and preserve the value of property

that, by its nature or because of other circumstances, is perishable,

susceptible to devaluation or otherwise in jeopardy in accordance

with Article 19(1)(b) of the Model Law, which shall include without

limitation, accessing and obtaining electronic assets or other assets

from the premises in Singapore where the Company or its agents

or affiliates engaged in any business or activities, including the



(©)

premises at 7 Suntec Tower One, #21-04 Temasek Boulevard,

Singapore 038987.

The Liquidators shall be authorised to conduct the examination of

witnesses, the taking of evidence or the delivery of information

concerning the Company’s property, affairs, rights, obligations or

liabilities in accordance with Article 19(1)(c) read with Article

21(1)(d) of the Model Law, including without limitation:

(i)

(ii)

to take and/or receive any documents belonging to the
Company and/or obtain production of the same, which for
the avoidance of doubt includes legal and other professional
advice, from any third party with possession, custody, or
power of the said documents belonging to the Company;

and

to access and obtain books, records and/or other
information and documents from the premises in Singapore
where the Company or its agents or affiliates engaged in any
business or activities, including the premises at 7 Suntec
Tower One, #21-04 Temasek Boulevard, Singapore

038987.

For the purposes of this affidavit, in particular to provide information on the

Company and to explain the Company’s financial troubles and the

circumstances leading up to the Company being placed into liquidation |

will be making references to the following affidavits filed by the Company

as well as the Company’s various creditors in support of the Liquidation



Proceedings:

@)

(b)

(©)

The 1 affidavit of Jos Van Grinsven dated 24 June 2022 (“DRB
Affidavit”), filed on behalf of DRB Panama in support of the
Creditor’s Liquidation Application. A copy of the DRB Affidavit (with

its exhibits) is now shown to me and exhibited hereto as “RC-1".

The 1%t Affidavit of Charles McGarraugh dated 27 June 2022, filed
on behalf of Blockchain Access UK Ltd (“Blockchain Affidavit”), a
creditor of the Company in support of the Creditor’s Liquidation
Application. A copy of the Blockchain Affidavit (with its exhibits) is

now shown to me and exhibited hereto as “RC-2".

The 1% affidavit of Kyle Livingston Davies (“Kyle Davies”) (“3AC
Affidavit”) (filed under cover of the 1 Affidavit of Robert Gardner
dated 27 June 2022), filed on behalf of the Company in support of
the Company’s Liquidation Application. A copy of the 3AC Affidavit
(with its exhibits) is now shown to me and exhibited hereto as

“‘RC-3".

THE COMPANY

The Company was incorporated on 3 May 2012 in the British Virgin Islands

(“BVI") and was founded by Su Zhu and Kyle Davies (Su Zhu and Kyle

Davies were also two of the directors of the Company at the time of the

Company’s Liquidation Application; the third director being Mark Dubois, a

resident of the BVI). The registered office of the Company is c/o ABM

Corporate Services Ltd., ABM Chambers 1% Floor, Columbus Centre, P.O.
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Box 2283, Road Town, Tortola, British Virgin Islands, VG1110. Copies of
the Company’s certificate of incorporation and company search dated 23

June 2022 are now shown to me and exhibited hereto as “RC-4".

According to the papers filed by the Company in the Company’s Liquidation
Application, the Company is registered as a “professional fund” with the
Financial Services Commission of the BVI (3AC Affidavit at p 203) and as
defined under the Securities and Investment Business Act 2010 (“SIBA”)
of the BVI (3AC Affidavit at [9]). | am advised that this means that the
Company is recognised and regulated as a professional fund under the
SIBA and the Mutual Funds Regulations (Revised 2020) of the BVI. A copy
of the SIBA and the Mutual Funds Regulations are now shown to me and

exhibited hereto as “RC-5".

| also understand from the papers filed by the Company that it first began
trading in traditional currencies in emerging markets, before diversifying
into options, equities and cryptocurrency (3AC Affidavit at [8]). By 2018, the
Company was trading entirely in cryptocurrency and eventually became
recognised a prominent cryptocurrency hedge fund which had operations
in Singapore (which | understand were in the process of being transferred
to the UAE) and which the Liquidators understand may have had over US$3
billion worth of digital assets under its management as of April 2022
according to a Wall Street Journal article dated 17 June 2022. The exact
value of the fund is, however, unknown, with one blockchain analytics firm
Nansen previously estimating the fund’s assets at US$10 billion as reported

in Fortune on 16 June 2022. Copies of the aforementioned Wall Street



10.

11.

12.
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Journal and Fortune articles are now shown to me and exhibited hereto as

‘RC-6".

The investor/investment framework for the Company is also elaborated on
in the papers filed by the Company. According to Kyle Davies, the investors
in the Company are two entities, namely Three Arrows Fund, Ltd (a BVI
company known as the “Offshore Feeder”) and Three Arrows Fund, LP (a
Delaware company known as the “Onshore Feeder”) (the Offshore Feeder
and the Onshore Feeder are collectively referred to as the “Feeder
Funds”). The Feeder Funds are designed to pool the assets of individual
investors, which are then entirely invested into the Company (3AC Affidavit

at paragraph 9).

My Kyle Davies has also stated that the Company’s present investment
manager is ThreeAC Limited, a BVI company, which was appointed
sometime around July/August 2021 (3AC Affidavit at paragraph 10). | am
aware that at least two of the directors of ThreeAC Limited, who are based

in the Cayman Islands, have very recently resigned.

Due to the virtual radio silence from the management/directors of the
Company (ie, Su Zhu and Kyle Davies) (which | elaborate on further below
at [V.40]), no organisation chart / summary of organisation structure has
been provided to the Liquidators. Nonetheless, the Liquidators have had
the opportunity to investigate the affairs of the Company since their
appointment and based on the information and documents reviewed, a
structure chart setting out the Company, its known shareholder, investment

manager, relationship with the Feeder Funds, and the founders of the
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Company has been prepared. A copy of the structure chart is now shown

to me and exhibited hereto as “RC-7".

THE COMPANY’S FINANCIAL TROUBLES AND THE CONDUCT OF ITS

FOUNDERS

A (once) substantial part of the Company’s investment portfolio is said to
be in a cryptocurrency known as Luna, which is associated with a
stablecoin, TerraUSD (3AC Affidavit at paragraph 17). This has been said
to involve an initial investment of about US$200 million as of February 2022
(DRB Affidavit at paragraph 11.2) leading up to the Company holding on to
approximately US$600 million worth of TerraUSD and Luna as of 9 May
2021 (3AC’s Affidavit at paragraph 17). In May 2022, there was a sudden
collapse in the values of TerraUSD and its sister token, Luna, which
effectively rendered TerraUSD and Luna worthless (3AC Affidavit at
paragraph 18). The Company also had holdings in a variety of crypto
ventures whose tokens have performed badly in recent months, with
cryptocurrency prices generally suffering steep declines (DRB Affidavit at

paragraphs 11.2 and 11.3).

On 17 June 2022, it was variously reported in the Financial Times, the Wall
Street Journal and Fortune that, amongst other things, the Company had
failed to meet its margin calls with various digital currency lending firms, the
Company had hired legal and financial advisers to work out a solution for
its investors and lenders, and that after US$400 million in liquidations, the
Company was reportedly facing insolvency (DRB Affidavit at paragraphs

11.4 to 11.6). Copies of the Wall Street Journal and Fortune articles have
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been exhibited above as “RC-6". A copy of the Financial Times article is

now shown to me and exhibited hereto as “RC-8".

It appears that the Company had ceased to engage meaningfully with
creditors since approximately mid-June 2022, notwithstanding its
substantial debts and considerable amount of adverse press. This
generated a significant amount of concern amongst the Company’s
creditors (DRB Affidavit at paragraphs 11.6(b) and 32, and, Blockchain

Affidavit at paragraphs 17 to 24).

It appeared from an article dated 17 June 2022 on Crypto News Flash that
the Company had been selling its cryptocurrency holdings in order to pay
off its outstanding loans and debts (DRB Affidavit at paragraph 39). A copy
of the article on Crypto News Flash article is now shown to me and

exhibited hereto as “RC-9”.

DRB Panama checked various wallet addresses for the Company and
whilst they were able to see transfers have occurred, but were unable to
identify to whom the Company’s funds had been transferred and for what
purposes the Company’s funds had been transferred. Some of these
transactions, including the following, had only served to compound the

Company’s creditors’ concerns (DRB Affidavit at paragraphs 42 and 43):

(a) On 14 June 2022, the Company transferred approximately US$30.7
million in USDC and US$900,000 in USDT (with USDC and USDT
being stablecoins whose values are pegged to the US Dollar) to the
wallet of Tai Ping Shan Limited, a Cayman Islands company

indirectly owned by Su Zhu and Kyle Davies’s partner, Kelly Kaili
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Chen. It was unclear where those funds subsequently went.

(b) The Company withdrew a total of 14,900 Ether (a type of
cryptocurrency token) (equating to approximately US$17 million)
from a cryptocurrency exchange, FTX. The Company then
transferred 4,790 Ether to another wallet held by the Company and
transferred, 10,140 Ether to a wallet tagged as “Fund Ox3BA”.
10,140 Ether was then transferred from “Fund 0x3BA” to a wallet
held with Aave, an open source liquidity protocol that allows users
to lend and borrow cryptocurrency. It was unclear why the Company
continued to trade cryptocurrency rather than respond to margin

calls from its lenders.

(c) On 16 June 2022, the Company transferred approximately US$10.9
million in USDT to an unknown address, which, prior to that transfer,
had not received or transferred any funds in the past 2 years. The
USDT was then transferred out 6 minutes later, to another unknown

address.

Some of these transactions might have been the result of margin calls on
loans taken out by the Company, as stated in the 3AC Affidavit at paragraph
20. However, no specificity is provided as to the margin calls, and the lack
of transparency on these transactions meant that while the Company’s
creditors could see transactions to and from the Company’s wallet, the
creditors had no real visibility as to the extent to which the Company was
selling its cryptocurrency holdings, for what purpose it was currently selling

those holdings, whether the money was being used to repay some of the
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Company’s creditors and not others or whether the Company was
continuing to trade, potentially to the detriment of its creditors (DRB

Affidavit at paragraph 44).

The Company’s conduct was especially concerning given that
cryptocurrency, by its nature, is difficult to secure and is difficult to recover
if it has been dissipated (DRB Affidavit at paragraph 46). While the transfer
of funds can be traced on the blockchain, the ease with which it can be
transferred and the anonymity of wallet addresses create serious barriers
to recovery. Cryptocurrency can, for example, be transferred into cold
wallets, ie, wallets that are “offline” and not connected to the internet. Once
cryptocurrency is transferred into cold wallets, the assets are incredibly
difficult to locate in the real world. For example, while the cryptocurrency
may be traced to the cold wallet, the identity of the person holding the cold
wallet and the physical location of the cold wallet would be very difficult to

identify.

In the face of the transactions involving the Company’s assets which
creditors could not be certain of the purpose of, the conduct of Su Zhu and
Kyle Davies (the founders of the Company and directors (up to the time of
the Company’s Liquidation Application)) only served to heighten the

Company’s creditors’ concerns.

In addition to ignoring any attempts by the Company’s creditors to reach
out to the Company, Su Zhu and Kyle Davies had also reportedly made a
down-payment on a US$50 million yacht, with the yacht to be delivered

sometime in the next two months in Italy, at which point the remaining
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purchase price will presumably fall due. There has been speculation that

the yacht was purchased with borrowed funds (Blockchain Affidavit at

paragraphs 44 and 45).

It also appears that:

@)

(b)

In December 2021, Su Zhu acquired an option to purchase a
S$48.8 million Good Class Bungalow (size approximately 2960
square meters) in Singapore. Completion took place in March 2022.
Su Zhu and his wife are joint tenants of the property, but the
property is purportedly being held on trust for their three-year old
son. The property is presently unencumbered (ie, nho mortgage)
which suggests that the entire purchase price was paid by the
purchaser upfront without taking out any loans. A copy of the
Singapore Titles Automated Registration System Report on the
property dated 20 June 2022 is now shown to me and exhibited
hereto as “RC-10". On 1 July 2022, The Straits Times, in a report
titted “Crypto billionaire Zhu Su’s good class bungalows may be up
for sale after collapse of Three Arrows” (“ST Report”), stated that
there was:

... a text message circulating among property agents claiming that
“‘there is a very urgent sale in the market for a GCB in Yarwood right
now” and the owners want “to sell fast”. The property “transacted

last year [ie, 2021] at $48.8M ($1,532 psf) [which will translate to
approximately 2960 square meters]

There is another Dalvey Road bungalow (Lot No TS25-00698P)
which was purchased under the name of Su Zhu's wife in

September 2020 for S$28.5 million.
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A copy of the ST Report is now shown to me and exhibited hereto as

‘RC-11".

At this stage, it is unclear how the assets of the Company were dealt with
by its founders and whether the assets of the Company were used toward
the purchases that they have been making. However, ahead of provision of
detailed information on the assets of the Company, which has not been
forthcoming as of the date of this affidavit in spite of the Liquidators’
requests to the Company, the founders of the clearly insolvent Company

should not be allowed to deal with what may be assets of the Company.

THE COMPANY HAS BEEN PLACED INTO LIQUIDATION IN THE BVI

| outline in this section the procedural history of the Liquidation

Proceedings.

On 24 June 2022, DRB Panama filed the Creditor’s Liquidation Application,
which is an application in the High Court of the Territory of the BVI by way
of BVIHC(COM)2022/0117 to place the Company into liquidation and for
myself and Mr Farmer (ie, the Liquidators) to be appointed the joint
liquidators of the Company. A copy of the Originating Application is now

shown to me and exhibited hereto as “RC-12".

Given the Company’s parlous financial position, coupled with the
Company’s refusal to engage in meaningful communication with DRB
Panama and the lack of visibility over how the Company was dealing with
its assets, DRB Panama filed an application on the same day (24 June

2022) for Mr Christopher Farmer and Mr Russell Crumpler to be appointed
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as joint provisional liquidators over the Company on an urgent basis. A copy
of the Ordinary Application is now shown to me and exhibited hereto as

‘RC-13".

Shortly after this, the Company itself (as opposed to its creditors) had on
27 June 2022 also filed the Company’s Liquidation Application, which is an
application in the High Court of the Territory of the BVI by way of
BVIHC(COM)2022/0119 to place itself into liquidation and for Mr Charlotte
Caulfield and Mr Paul Prelove to be appointed as liquidators. A copy of the
Company’s Originating Application is now shown to me and exhibited

hereto as “RC-14".

| have at [1] above defined the term “Liquidation Proceedings” to
collectively refer to both the Company’s Liquidation Application and the

Creditor’s Liquidation Application.

Though the Creditor’s Liquidation Application was filed earlier in time, the
Company’s Liquidation Application was heard first, by the Honourable
Justice Mr Jack (the “Judge”) in the High Court of the Territory of the BVI
on 28 June 2022. The Liquidators understand that in substance, there was
no dispute over the need for the Company to be placed into liquidation in
the BVI as both a creditor (DRB Panama, supported by other creditors) as
well as the Company had applied for it to be liquidated in the BVI. In the
circumstances, the provisional liquidation application by DRB Panama was
not considered necessary, and the Judge only had to assess who among

the competing proposed liquidators was to be appointed.

After hearing parties, the Judge made, amongst others, the following orders
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(“BVI Liquidation Order”):

(a) Myself and Mr Farmer be appointed as the Company’s Liquidators,

with the power to act jointly or severally;

(b) The Liquidators have sanction to seek recognition of the BVI
Liguidation Order in any jurisdiction as the Liquidators may deem

appropriate;

(c)  Claims BVIHC(COM)2022/0119 and BVIHC(COM)2022/0117 to be

consolidated under BVIHC(COM)2022/0119.

A copy of the BVI Liquidation Order is now shown to me and exhibited

hereto as “RC-15".

Following the making of the BVI Liquidation Order, the High Court of the
Territory of the BVI, in a letter signed by the Judge on 8 July 2022, has
respectfully requested the assistance of this Honourable Court to, amongst
other things, recognise the Liquidation Proceedings and the appointment
of the Liquidators. A copy of the High Court of the Territory of the BVI’s

letter of request is now shown to me and exhibited hereto as “RC-16".

THE LIQUIDATION PROCEEDINGS SHOULD BE RECOGNISED AS A

FOREIGN PROCEEDING BY THE SINGAPORE COURTS AND IN

SINGAPORE

As the Company carries out operations and conducts trading activities from
its Singapore premises at 7 Temasek Boulevard, #21-04 Suntec Tower

One, Singapore 038987 (see [6] above), it is highly probable that the
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Company has assets in Singapore. The Liquidators thus consider it
appropriate to seek recognition of the Liguidation Proceedings in

Singapore, which has culminated in the present Application.

| am advised and verily believe that in accordance with Article 15(3) of the
Model Law, one of the pre-requisites to the recognition of the Liquidation
Proceedings in Singapore is the Liquidators have to set out all foreign
proceedings (as defined under the Model Law) and proceedings under
Singapore insolvency law in respect of the Company which are known to
the Liquidators. In this regard, the Liquidators are currently only aware of

the following:

(a) The Liquidation Proceedings in the BVI;

(b) the present application brought; and

(c) Proceedings commenced before the United States Bankruptcy
Court of the Southern District of New York in Case No. 22-10920
(“US Chapter 15 Proceedings”) on 1 July 2022 for recognition of
the Liquidation Proceedings in US under Chapter 15 of the US
Bankruptcy Code, as well as appropriate relief following such
recognition. A copy of my affidavit in support of the application under
Chapter 15 of the US Bankruptcy Code dated 1 July 2022 is now
shown to me and exhibited hereto as “RC-17". | note that in the US
Chapter 15 Proceedings, the Liquidators have sought recognition of
the Liquidation Proceedings as a foreign main proceeding under
Chapter 15 of the US Bankruptcy Code, and will leave it to my

solicitors to make the necessary legal submissions in respect of the
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similarities of the relevant provisions in comparison to the Model

Law in Singapore.

Apart from the above, the Liquidators are presently not aware of any other
foreign proceedings (as defined under the Model Law) and proceedings

under Singapore insolvency law in respect of the Company.

In seeking recognition of the Liquidation Proceedings under the Model Law,
I am advised that at minimum, it will need to be shown that the Company
has an “establishment” in the BVI, with “establishment” being defined in
Article 2(d) of the Model Law to mean “any place where the debtor has
property, or any place of operations where the debtor carries out a non-

transitory economic activity with human means and property or services”.

I will generally leave it to my solicitors to make the necessary legal
submissions on this but for the time being, will simply point out, amongst

other things, the following:

(a) The Company has been incorporated in the BVI since 3 May 2012,
more than a decade ago. Copies of the Company’s certificate of
incorporation and company search dated 23 June 2022 have been

exhibited above as “RC-4".

(b) Since 2012, the Company has been making the necessary filings in

the BVI in connection with its incorporation in the BVI;

(©) As mentioned in the Company’s papers filed in the Company’s

Liguidation Application:



(d)
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(i)

(ii)

(iii)

(iv)
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The Company is recognised and regulated as a Professional
Fund under the Securities and Investment Business Act

2010 of the BVI;

The investors in the Company are a BVI Offshore Feeder
and a Delaware Onshore Feeder. Funds are pooled from
individual investors with the BVI Offshore Feeder before

they are invested in the Company.

The investment manager of the Company is ThreeAC

Limited, a BVI company.

Prior to the appointment of the Liquidators, one of the
companies’ directors was resident in the BVI. | note that fact
was discovered only after our appointment, based on a copy
of the register of directors of the Company which the
Liguidators have obtained. A copy of the aforementioned
register of directors of the Company is now shown to me and

exhibited hereto as “RC-18".

The Liquidators are, as part of our appointment in the BVI, under a

duty, subject to judicial supervision, to conduct an accounting of the

assets of and, ultimately, to dissolve the Company and marshal and

distribute its assets to its creditors in a fair, legal, and orderly

fashion.

In the light of our appointment, the Company’s key corporate

activities moving forward will be conducted by myself and Mr.
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Farmer and will occur in the BVI where we are both resident and

licenced to act as Insolvency Practitioners.

)] In furtherance of our appointment, the Liquidators have already
centralised the Company’s activities in the BVI, including by
directing all creditors to correspond with us in the BVI (which will
occur pursuant to court-sanctioned protocols); calling a first meeting
of creditors to be held in the BVI on 18 July; engaging primary
counsel in the BVI; and establishing a bank account in the BVI in
the Company’s name. As this centralisation in the BVI has been
occurring, | understand that many of the Company’s creditors and

claimed creditors have retained BVI counsel.

In the light of the above, as of the time of making of this affidavit, | am
advised and verily believe that the Liquidation Proceedings are the “foreign
main proceedings” of the Company within the meaning of Article 2(f) of the
Model Law, and will leave it to the Liquidators’ solicitors to make the

necessary submissions on this point.

Given the facts set out above and the advanced stage of the Liquidation
Proceedings in the BVI, which were commenced first in time by creditors
and the Company, it would be desirable for the Liquidators to be the ones
to administer the liquidation of the Company across the various
jurisdiction(s) in which the Company operates, including Singapore, so that
there is no duplication or multiplication of efforts which may result in

duplicate costs.
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PROVISIONAL RELIEF UNDER ARTICLE 19 OF THE MODEL LAW

As mentioned at [4] above, the Liquidators will be seeking urgent

provisional relief under Article 19 of the Model Law pending the final

determination of this Application. Provisional relief is urgently needed to

preserve the Company’s property/assets and to safeguard its creditors’

interests:

First, there is a complete lack of transparency and accountability on the

part of the Company’s management, Su Zhu and Kyle Davies, as

evidenced by, amongst other things:

@)

(b)

The prolonged radio silence from Su Zhu and Kyle Davies, who
have refused to meaningfully engage (or even engage at all) with
creditors despite the Company’s well publicised financial woes, as
well as the various concerning transactions relating to the
Company’s assets (see above at [13]-{15]). They have similarly not
meaningfully engaged or communicated with the Liquidators since
the Liquidators were appointed on 27 June 2022 (and only made
contact through their lawyers on 6 July 2022), despite having

apparently sought such an appointment under their own application.

The failure to even engage or notify the Company’s creditors as to
the Company’s Liquidation Application. On the face of the directors’
resolutions made for the purpose of the Company’s Liquidation
Application (3AC Affidavit at pages 466—467), the decision to put
the Company into liquidation was made by Su Zhu and Kyle Davies

without the involvement of other director of the Company (Mark
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James Dubois). Similarly, the shareholders’ resolution approving
the Company’s Liquidation Application appears to also to be made

only by Su Zhu and Kyle Davies (3AC Affidavit at pages 463-464).

The possibility (and the complete failure on the part of Su Zhu and
Kyle Davies to address the concerns) that Company funds have
been used to fund extravagant personal purchases of a yacht and
properties in Singapore—as well as the news that Su Zhu may be
taking steps to sell a significant property to put it beyond the reach

of the Company’s creditors (see above at [19]-{20]).

All of the creditors’ fears appeared to have materialised when, on
June 30, 2022, the Monetary Authority of Singapore (the “MAS”)
issued a “reprimand” of Three Arrows Capital Pte Ltd! for providing
false information to the MAS and exceeding the assets under
management for a registered fund management company. A copy
of the MAS'’s press release is how shown to me and exhibited hereto

as “RC-19".

41. Second, the Company’s management have ignored the Liquidators’

request to gain to access the Singapore office of the Company located at 7

Temasek Boulevard, #21-04, Suntec Tower One, Singapore 038987

(“Singapore Office”):

@)

On 30 June 2022, one of the Liquidators, Mr Farmer, visited the

1 The Liquidators understand that this Singapore-incorporated entity was previously the
investment manager of the Company until on or about 20 August 2021 (3AC Affidavit at

paragraph 10).
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Singapore Office. He found that it was unoccupied and locked.

The Liquidators’ Singapore counsel, WongPartnership LLP,
reached out to the former solicitors of the Company, Solitaire LLP,
asking for assistance in respect of gaining access to the office.
However, Solitaire LLP informed WongPartnership LLP that they
had “checked but haven’t heard back with any news”. There has
been no further follow-up from Su Zhu, Kyle Davies or anyone else
with access to the Singapore Office. Copies of the emails
exchanged between WongPartnership LLP and Solitaire LLP on 30

June 2022 are now shown to me and exhibited hereto as “RC-20".

In the interests of full and frank disclosure, | wish to state that the founders,

Su Zhu and Kyle Davies, had after much effort on the Liquidators’ part to

engage with them, instructed counsel in Singapore, Advocatus Law LLP.

The response from Advocatus Law LLP only came after:

@)

(b)

the Liquidators had made multiple attempts to reach out to them
through the Company’s former solicitors (Solitaire LLP), who were
receiving instructions from the former management, as well as the
email addresses that the Liquidators could obtain for Su Zhu and

Kyle Davies; and

the Liquidators had written to Su Zhu and Kyle Davies (through the
same email address that the Liquidators had sought to contact them
since their appointment) stating that the Liquidators intend to file
applications in the BVI for examination of both the founders unless

the founders respond to the Liquidators
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Now shown to me and exhibited hereto as “RC-21" are copies of the
communications between the Liquidators and the founders from 29 June
2022 and the responses received from Advocatus Law LLP from 6 July

2022 to 8 July 2022.

| note that the recent communication from Advocatus Law LLP has simply
been to request for more time to consider our various requests for
information from them. No attempt has been made to allow the Liquidators
access to the offices of the Company, and there is only a reference to how
Advocatus Law LLP expects to “be in touch [with the Liquidators] shortly,
which [they] expect to be early next week”. The Liquidators’ request for an
urgent call was not accepted, and all that was proffered was an introductory
Zoom call with the Liquidators about 2 days after they contacted the

Liguidators.

At that introductory Zoom call, Advocatus Law LLC stated that the radio
silence from Su Zhu and Kyle Davies was purportedly due to alleged threats
directed at their families and them having to engage the MAS on
investigations against Three Arrows Capital Pte Ltd—and that Su Zhu and
Kyle Davies intended to cooperate with the Liquidators in good faith.
However, in spite of the Liquidators seeking information on the Company,
nothing was forthcoming. While persons identifying themselves as “Su Zhu”
and “Kyle” were present at the Zoom call, their video was switched off and
they were on mute at all times with neither of them speaking despite
questions being fielded in their direction. All dialogue was conducted
through Advocatus Law LLP and Solitaire LLC (who was also on the call).

Further:
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The Liquidators asked for access to the Singapore Office, but were
told that the office did not have any documents belonging to the
Company (despite the fact that the Liquidators sighted letters
addressed to the Company in the mailbox of the Singapore Office
when they visited it earlier). Photos of the letters found in the
mailbox during that visit are now shown to me and exhibited hereto
as “RC-22”. In particular, the Liquidators were told that the
documents at the Singapore Office belonged instead to the
investment manager of the Company. However, the investment
manager of the Company would naturally possess and serve as
custodian of information and documents of the Company — a point
which was accepted by Advocatus Law LLP. This means that, at
the very least, there is a significant possibility that there are
information and documents in the Singapore Office that the

Liguidators should be given access to.

The Liquidators asked for bank account information and information
on wallets for the purposes of taking control of the Company’s
assets. The response given was that Advocatus Law LLP will
discuss this with Su Zhu and Kyle Davies and get back to the
Liguidators, most likely at a subsequent meeting (scheduled
tentatively, and pending Advocatus Law LLP taking instructions

from the founders, for 11 July 2022 as of the making of this affidavit).



(©)

29

Essentially, what was requested was for the Liquidators to write to
Su Zhu and Kyle Davies (again) to set out their information requests
so that they may take advice on how to respond to the same at the
subsequent meeting referred to above. | note Advocatus Law LLP
in its last email dated 8 July 2022 had indicated that they would see
if they could get some of the information which the Liquidators had
asked at the introductory call, but there has been no commitment to
provision of any information. From the Liquidators perspective,
nothing was provided to assist the Liquidators in getting up to speed
on the affairs of the Company or in securing the assets of the

Company for the purposes of protecting the interests of creditors.

45, Third, further concerning facts have arisen following a meeting between

Mr Farmer and Solitaire LLP on 1 July 2022:

@)

(b)

In respect of Mr Farmer’s request for correspondence between the
directors of the Company (ie, Su Zhu and Kyle Davies) and Solitaire
LLP relating to the instructions received by Solitaire LLP, Solitaire
LLP informed Mr Farmer that a majority of instructions were
conveyed (at the demand of Su Zhu and Kyle Davies) through a
cross-platform centralised encrypted messaging service known as
“Signal”. The messages conveyed by Su Zhu and Kyle Davies
through this platform are automatically deleted after a period of time

and are not possible to retrieve.

Solitaire LLP further informed Mr Farmer that the Company has

distinct portfolios whose assets are held and controlled by other
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individuals including Mr Cheong Jun Yoong (in respect of the
DeFiance Capital portfolio), an anonymous individual that goes by
the handle “VVD” (in respect of the Starry Night portfolio) and

another unknown individual (in respect of the Warbler portfolio).

Based on the Liquidators’ research, “VVD” stands for a Twitter
handle that goes by “Vincent Van Dough” and that the Starry Night
portfolio was established in partnership with “Vincent Van Dough”.
A copy of an article reporting the announcement on the partnership

is now shown to me and exhibited hereto as “Tab A” of “RC-23".

Recently, on 17 June 2022, it was reported that the Starry Night
portfolio drew criticism for aggregating a highly valuable NFT
collection into a single wallet which has prompted speculation of a
fire sale. A copy of the article reporting this is now shown to me and

exhibited hereto as “Tab B” of “RC-23".

Cryptocurrencies and NFTs are held either in wallets or in trading accounts

with exchanges. For wallets, access is limited to: (1) the persons who have

access to the single native device linked to the wallet; and/or (2) the

persons who have access to the seed phrase (a combination of 24 or 48

randomly generated words) and any additional password and who can then

“restore” the wallet on another device which will replace the original native

device. The same persons can freely transfer cryptocurrencies and NFTs

out of such wallets at near instantaneous speeds.

In the light of the above, given that:
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(a) the assets of the Company are primarily cryptocurrencies and

NFTs;

(b) such assets are likely within the sole control of individuals such as

Su Zhu, Kyle Davies, “Vincent Van Dough”; and

(©) such individuals have been reported to be potentially engaging in
efforts to liquidate assets of the Company without any apparent
intention to account to the Company’s creditors—and who have, by

their conduct, shown that they have no intention to do so;

it is paramount that the Liquidators be entrusted with the administration and
subsequent distribution of the Company’s assets located in Singapore, to
preserve the value of the Company’s assets. By the same token, it would
also be necessary to suspend the right to transfer, encumber or otherwise
dispose of any of the Company’s assets. These measures are measures
which the Honourable Court has the jurisdiction to give, by way of Article

19(1) read with Article 21(1)(c) of the Model Law.

Further to this objective, to locate and take control of the assets of the
Company, the Liquidators will also need to be empowered to examine
witnesses, take evidence or delivery of information concerning the
Company’s property, affairs, rights, obligations or liabilities as well as to
obtain production of the same in accordance with Article 19(1)(c) of the
read with Article 21(1)(d) of the Model Law. The Liquidators require such
power to be able to carry out the precursor exercise to administering the
Company’s assets, and this is especially crucial considering that that the

Company’s assets, bearing in mind the Company’s business and the



49.

50.

32

industry it operates in, are expected to mainly be intangible (and difficult to

trace) in nature

In particular, in furtherance of the above, and to allow the above orders to
be meaningful, the Liquidators will need to be given access to the
Singapore Office, which may contain cold wallets or information on how to
access wallets or trading accounts of the Company (from the Company’s
email records and electronic records that may be stored at the Singapore
Office). To prevent these from being removed, destroyed, damaged or
modified (by Su Zhu, Kyle Davies or any other person with access), it is
imperative that the Liquidators be granted immediate access to it pursuant

to Article 19(1)(c) of the read with Article 21(1)(d) of the Model Law.

Separately, the Company has received various legal letters from its alleged
creditors. There are numerous potential claims which may be made against
the Company, as outlined in a 3-page table set out at paragraph 23 of the
3AC Affidavit. Each of these potential claims may materialise in legal
proceedings (including in Singapore), resulting in a potential multitude of
legal proceedings commenced against the Company in the immediate
future. In fact, there has already been one proceeding that has already
been commenced against the Company in Singapore, namely HC/OA
247/2022 filed in the General Division of the High Court of the Republic of
Singapore where the plaintiff, Mirana Corp, has alleged that the Company
owes outstanding sums to it under a guarantee. The Liquidators anticipate
that there may be more of such proceedings commenced against the

Company in the coming days.
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Therefore, it is necessary to stay the commencement or continuation of
individual actions or individual proceedings involving the Company, as well
as to stay any execution against the Company’s assets. These measures
are measures which the Honourable Court has the jurisdiction to grant, by
way of Article 19(1) read with Article 21(1)(g) of the Model Law. | will leave

it to my solicitors to make the necessary legal submissions in this regard.

Through the stay sought above, potential attempts by any creditor(s) to
steal a march on their fellow creditors, which would undermine the pari
passu regime of distribution will be staved off. The stay on the
commencement or continuation of individual actions or proceedings
involving the Company would also serve the effect of preventing the assets
of the Company from being frittered away in unnecessary actions. | am
advised and verily believe that the policy in liquidation is that all claims
should generally be disposed of by the inherently less expensive summary
procedure of proving a debt in the liquidation, rather than dissipating the

assets in a multiplicity of suits.

RELIEF UNDER ARTICLE 21 OF THE MODEL LAW

| understand that some of the relief sought might be granted under Article

21 of the Model Law.

| have already set out my reasons in [30] to [36] above as to various types
of provisional relief are required. These reasons are equally apposite to my
request for relief under Article 21 of the Model Law and | respectfully adopt

them in full.



55.

56.

34

In this connection, | understand certain protections to creditors and
interested persons need to be given under Article 21 and Article 22 of the

Model Law, in particular:

(a) Article 22(1) of the Model Law provides that in granting relief under
Article 21 or Article 19, the Honourable Court must be satisfied that
the interests of the creditors (including any secured creditors or
parties to hire-purchase agreements (as defined in Section 88(1)
IRDA)) and other interested persons, including if appropriate the

Company itself, are adequately protected.

(b) Article 21(2) of the Model Law provides that the Honourable Court
may, at the request of the foreign representative, entrust the
distribution of all or part of the debtor's property located in
Singapore to the foreign representative, but only provided that the
Court is satisfied that the interests of creditors in Singapore are

adequately protected.

In this regard, | wish to reassure the Honourable Court that the Liquidators
have no intention of prejudicing the interests of the Company’s creditors in
Singapore. The Liquidators hereby undertake that where the Company’s
assets (if any) located in Singapore have been realised, the Liquidators will
only repatriate the sales proceeds of such assets from Singapore after
leave of Court is obtained. This has been reflected in Prayer 1(e) of the

Application.
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VIl. CONCLUSION

57. I am further advised and verily believe that the Application is not contrary

to the public policy of Singapore.

58. In conclusion, | pray for an order in terms of this Application.
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VIRGIN ISLANDS

COMMERCIAL DIVISION

CLAIM NO. BVIHC (COM) 2022/

IN THE MATTER OF THE INSOLVENCY ACT, 2003
AND IN THE MATTER OF THREE ARROWS CAPITAL LTD

BETWEEN:

DRB PANAMA INC.

Applicant
[y

THREE ARROWS CAPITAL LTD
Respondent

AFFIDAVIT OF JOS VAN GRIENSVEN

|, Jos van Griensven, of Suite 604D, 6% Floor, Delta Bank Building, Via Espana, Panama City,
Republic of Panama MAKE OATH AND SAY as follows:

INTRODUCTION

1. | am the Head of Legal and Compliance at DRB Panama Inc ("Derikit"). Deribitis a
company operating an online cryptocurrency derivatives exchange and is a creditor of
Three Arrows Capital Ltd (the "Company").

2.  Save as otherwise indicated, the facts and matters deposedto in this affidavit are derived
from both my own personal knowledge (which arises out of my position at Deribit); and
also from my review of relevant documents and information concerning the Company.
Such informationis true to the best of my knowledge and belief, Where facts and matters
are not within my own knowledge, the sources of information is stated and the facts and
matters are true to the best of my knowledge, information and belief.

3.  Exhibited to my affidavitand marked "JVG-1"is a bundle oftrue copy documents referred
to in this affidavit. Any reference to a page number in this affidavitis a reference to the
corresponding page number in the exhibit JVG-1. References are given in the format
JVG-1/[page number].
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4. I am duly authorised to make this affidavit on behalf of Deribit in support of its
applications:

4.1. under secticn 162 of the Insolvency Act, 2003 (as amended) (the "Insolvency
Act") for the appointment of joint liquidators in respect of the Company; and

4.2. under section 170 of the Insolvency Act for the appointment of joint provisicnal
liquidators in respect of the Company.

5. Inthis regard:

5.1. Deribit proposes that Russell Crumpler and Christopher Farmer of Teneo (BV])
Limited, 3 Floor, Banco Popular Building, Road Town, Tortola, VG-1110, British
Virgin Islands shall be appointed as joint provisional liquidators ("JPLs") of the
Company. Copies of the professional bicgraphies of the proposed JPLs are
exhibited at JVG-1/1-3; and

5.2. Tothebestofmy knowledge and belief, each ofthe aforementioned JPLs is eligible
to actas an insolvency practitionerin relation to the Company, and | refer to copies
of the relevant consents to act supplied by the JPLS exhibited at JVG-1/76-77.

6. | haveread the content of the Originating Application to appoint joint liguidators to the
Company to be filed on 24 June 2022 (the "Originating Application"} and the Ordinaty
Application to appoint joint provisional liquidators to the Company to be filed on 24 June
2022 (the "Ordinary Application"), and confirm that the statements made therein are
frue or are true to the best of my knowledge, information and belief.

7. To the best of my knowledge there is no proposal for, or an existing, creditors
arrangement under Part Il of the Insolvency Act. Likewise to the best of my knowledge
there is no administrator or administrative receiver acting in relation to the Company.

8. The approximate value of the Company's total assets over which a liquidator or
provisional liquidatorwould be appointedis af least US$80,134,745.77

THE COMPANY

9. The Company was incorporated cn 3 May 2012 and was founded by Su Zhu and Kyle
Davies. A copy of the Company's certificate of incorporation is exhibited at JVG-1/12.

10. The registered office of the Company is ¢/o ABM Corporate Services, Lid., ABM
Chambers, 18t Floor, Columbus Centre, P.O. Box 2283, Road Town, Tortola, British
Virgin Islands, VG1110. A company search dated 23 June 2022 is exhibited at
JNVG-1/69-71. The business address of the Company is 7 Temasek Boulevard, 21-04
Suntec Tower One, Singapore.

11. Based on information provided by the Company to Deribit and publicly available
information, | understand and believe that:

11.1. The Company is a prominent cryptocurrency hedge fund, which, as of April 2022,
had over US$3 billion worth of cryptocurrencies under its management (see
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JVG-1/41). Theexactvalue ofthe fundis however, unknown. Blockchain analytics
firm Nansen has previously estimated the fund's assets at US$10 billion (see
JNG-1/51).

.In February 2022, the Company invested about US$200 million into a

cryptocurrency token, Luna. In May 2022, there was a sudden collapse in the
values of TerraUSD and its sister token, Luna, which effectively rendered
TerraUSD and Luna worthless. The extent of the Company's exposure fo
TerralUSD and Luna is unknown.

. In recent weeks, cryptocurrency prices have suffered steep declines. The

Company has holdings in a varfety of crypto ventures whose tokens have
performed badly in recentmonths, including Avalanche, Solanaand the game Axie
Infinity, all of which are down around 90 per centsince their November 2021 peaks.
At the end of 2020, the Company owned approximately US$1.2 billion worth of
Grayscale Bitcoin Trust, which is now only worth US$550 million.

. On 17 June 2022, the Financial Times reported that:

{a) theCompany hadfailed to meetmargin calls fromlenders and thatUS based
crypto lender BlockFi, was among the groups that had liquidated at least
some of the Company's positions; and

{b) thetrcuble at the Company had ricocheted to Finblox, a platform that helps
cryptocurrency investors buy crypto assets and who had received an
investment from the Company. Finbloxcited the situation at the Company
for reducing its withdrawal limits by two-thirds.

On 17 June 2022, the Wall Street Journal reported that:

{a) the Company had hired legal and financial advisers to help work out a
solution for its investors and lenders, and that the Company is exploring
opticns, including asset sales and a rescue by another firm;

{b) the Company is hoping to reach an agreementwith creditors that would give
it more time to work out a plan and that the Company is still operating asit
seeks a solution; and

{c) the Companyis still trying to quantify its losses and value its illiquid assets.
On 17 June 2022, Fortune reported that:

(a) after US$400 million in liquidations, the Company is "reporfsdly facing
insolvency"; and

{b) Danny Yuan, the chief executive officer of cryptocurrency trading firm 8
Blocks Capital, had claimed "fwle frade in one of 3AC's trading accounts.
This morning they took about [$1 miflion] out of our accoutits. | hope you pay
us back asap” and that “fa] lot of people have reached ouf about what they
know~— mahy of whom have direct relationships with 3AC as well. What we
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learned is that they were leveraged long everywhere and were getting
margin-called... Instead of answering margin calls, [the Company] ghosted
everyone. The platforms had no choice but to liquidate their positions,
causing the markets to further dump”.

A copy of the articles dated 17 June 2022 from the Financial Times, the Wall Street Journal
and Fortune are exhibited at JVG-1/37-52.

DEBT OWING BY THE COMPANY TO DERIBIT

13.

The Company is:

13.1. a customer of Deribit and holds a trading account with Deribit's cryptocurrency
derivatives exchange (the "Account");

13.2. a borrower of Deribit, in that it has borrowed Bitcoin and Ether from Deribit; and

13.3. an indirect shareholder of Deribit, in that it holds an indirect interest of
approximately 17% of the shares in Sentillia BV, which in turn holds 100% of
Deribit.

Trading Account

14.

15.

186.

17.

18.

19.

On 30 March 2020, the Company entered into a Non-Liguidating Account Agreement
with Deribit ("Non-Liguidating Account Agreement”). Under clause 2.5 of the Non-
Liquidating Account Agreement: (a) the Account is to be incrementally liquidated if
certain margins are breached; and (b) in the eventthat the Account is liquidated, and
losses associated with the liquidation leave the account with negative net asset value,
the Company is liable for any shortfall to be transferred to Deribit within 2 business days.
A copy of the Non-Liquidating Account Agreement is exhibited at JVG-1/13-16.

On 11 June 2022, the Account breached the margin requirements under clause 2.5 of
the Non-Liquidating Account Agreement.

On 13 June 2022, the Deribit began to liquidate the Account in accordance with
clause 2.5 of the Non-Liguidating Account Agreement and per instructions provided by
the Company via Telegram. A copy of the Company's Telegram conversation with
Deribit on or around 13 June 2022 is exhibited at JWVG-1/27-30.

From 13 June 2022 onwards, the Company stopped communicating with Deribit
Deribit's messages to the Company on 14 and 15 June 2022 on Telegramis at page
MNG-1/286.

On 15 June 2022, Deribit notified the Company that it was in the process of fully
liquidating the Account and requested payment of the trading loss shortfall in the
Account. A copy of Deribit’s letter to the Company dated 15 June 2022 (the "5 June
Letter") is exhibited at JVG-1/32-35,

As at the time of signing this affidavit, Deribit is still in the process of liquidating the
Account. Due to the sheer size of the positions in the account, it has not yet been
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possible to fully liquidate the Account. As at 20 June 2022 however, the Account has a
negative asset value of 997.3101 Bitcoin and 15,911.127C Ether ({(equating
1US$37,162,616.80 as at 20 June 2022). The remaining positions in the Account have
been hedged to the effect that the US$ equivalent of the value is fixed. A statement of
the Account showing the shertfall in the Accountis exhibited at WG-1/56. Pursuant to
clause 2.5 of the Non-Liguidating Account Agreement, the Company is liable for this
shortfall.

l.oans to the Company

20.

21.

22.

23.

24.

25,

26.

27.

On 31 March 2020, the Company entered into a Loan Agreement with Deribif {"Loan
Agreement"). Under clause 1.2 of the Loan Agreement, the Company was entitled to
request loans from Deribit by way of loan term sheets. A copy of the Loan Agreement is
exhibited at JVG-1/17-20.

The Company and Deribit entered into loan term sheets as follows (together, the
"Loans"), whereby the Company borrowed the following amounts at a 2.5% interestrate
per annum:

21.1. 5600 Bitcoin on 1 April 2020;

21.2. 300 Bitcoin on 28 April 2020;

21.3. 15,000 Ether on 1 January 2021; and

21.4. 500 Bitcoin on 7 January 2021.

A copy of the loan term sheets are exhibited at JVG-1/21-24.
The Loans ameounted to 1300 Bitcoin and 15,000 Ether.

Clause 1.3 of the Loan Agreement requires the Company to have a minimum amount of
the borrowed coins in the Account. In the event that the balance of the Account is below
the minimum amount, the Company is required to replenish the amount within 24 hours,
failing which interest of 0.15% per day for the number of Bitcons and/or Etherthat has to
be transferred by the Company to the Account will be accrued and payable daily.

Clause 2.2 of the Loan Agreement provides that Deribit has the right to terminate the
agreement with 5 days written notice and the Company shall repay the outstanding loan
plus any accrued interest at the latest 5 days after the date of the notice.

On 11 June 2022, the Company defaulted on its obligation under clause 1.3 of the Loan
Agreement to maintain a certain minimum balance on its Account.

On 15 June 2022, Deribit terminated the Loan Agreement and requested payment of the
L.oans. Acopy ofthe 15 June Letter is at page JVG-1/32-35.
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28. Asat20 June 2022:

28.1. 1,300 Bitcoin and 15,000 Ether remains outstanding under the Loans, equating to
US$42,252,850;

28.2. Interest at 2.5% per annum in the amount of 7.2123 Bitcoin and §3.2192 Ether has
accrued, equating to US$234,416.50 and continuesto accrue;

28.3. Interest at 0.15% per day in the amount of 14.3923 Bitcoin and 182,5083 Ether
has accrued, equating to US$484,862 .47 and continuestc accrue.

A statement showing the outstanding Loans and interest calculations is at JVG-1/56.
Communications with the Company since the 15 June Letter

29. On 17 June 2022, the Chief Commercial Officer of Deribit, Luuk Strijers, messaged
Mr Kyle Davies, one of the founders of the Company, requesting a status call. On
20 June 2022, Mr Davies responded asking "fcJould you please e-mail ourlegal advisers
at nicolyeo@solitairellp.com? We can then take it from there”. A screenshot of the
Telegram exchange is exhibited at JVG-1/36.

30. On 21 June 2022, Mr Mathijs van Basten Batenburg emailed Mr Nichol Yeo at Solitaire
LLP reguesting confirmation as to who Solitaire LLP represented.

31. On22 June2022, Mr Yeo confirmed that his firm acts for the Company and Three Arrows
Capital Pte Ltd (Singapore). Inresponse on the same day, Mr van Basten Batenburg
sent Mr Yeo a copy of the 15 June Letter. A copy of the email exchange is exhibited at
JVG-1/567-64.

32. As atthetime of signing this affidavit, no further response has been received fromthe
Company or Mr Yeo.

PROVISIONAL LIQUIDATION — THE COMPANY IS INSOLVENT

33. Based on the above matters, | believe the Company to be insolvent. Despite Deribit's
demands for payment, no payment has been received.

34. Further, based on my understanding of the market infermation, and of various news
reports:

34.1. | understand that the Company owes substantial debts to a large number of
creditors, and does not have the funds to pay its crediters. On 22 June 2022,
Bloomberg reported that Voyager Digital Ltd had an exposure of 15,250 BTC and
$350 million USDC (a total of approximately US$860 million) to the Company, and
had requested repayment of the entire balance by 27 June 2022. Bloomberg
further reported that Voyager's exposure to the Company "raises survivabifity
guestions" for Voyager and that "fa] wave of liquidations has triggered fear of
contagion risk s forthe industry.. Otherlenders, including Genesis and BlockFilnc,
have sought to quell fear amid concerns over contagion risks from Three Arrous”.
A copy of Bloomberg's report is exhibited at VG-1/65-68; and
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34.2. It appears that the Company has stopped communicating with its creditors,
including Deribit (see paragraph 11.6(b) above).

35. | therefore believe that the Company is unable to pay its debts as they fall due and | am
advised, privilege over which is not waived, that the Company is therefore insolvent
within the meaning of Section 8 of the Insolvency Act.

38. The current amount outstanding, as at 20 June 2022, and due and payable by the
Company to Deribit is the sum of USD80,134,745.77, comprised of: {a) the principal
amount of US$42,252 850 under the Loan Agreement; (b} interest of US$719,278.97;
and (c) negative asset value in the Company's frading account of US$37,162,616.80.

NEED FOR PROVISIONAL LIQUIDATORS
Grounds

37. | believe that the appointment of provisional liquidators is necessary for the purpose of
preserving and maintaining the value of the assets owned or managed by the Company.

38. The Company holds a significant position in the cryptocurrency market. The extent of
the Company's assets, and liabilities, is not known. As set out above at paragraph 11:

38.1. while publicly available information indicates that as of April 2022, the Company
had over US$3 billion worth of cryptocurrencies under its management, in recent
months, cryptocurrency prices have suffered steep declines which will have
affected the Company's holdings. In particular, in February 2022, the Company
had invested about US$200 million in Luna, which has since May 2022, has
become worthless;

38.2. on 17 June 2022, it was widely reported that the Company had failed to meet
margin calls from various lenders and that it had suffered US$400 million in
liguidations;

38.3. the Company's position in the cryptocurrency market has had a flow on effect to
other cryptocurrency platforms and on the stability of the cryptocurrency market
more generally.

39. On 17 June 2022, it was reported by Crypto News Flash that the Company has been
selling its cryptocurrency holdings in order to pay off its cutstanding ioans and debts.
The article theorisesthat "[tfhis action by the crypto hedge fundwill likely affect the cryplo
market negatively. There will likely be a billion-dollar worth of liquidation. Thus, feading
to another crypto market crash”. A copy of this report is exhibited at WG-1/53-55.

40. In additional to news reports, the Company's debacle has been widely discussed on
Twitter by influential players in the cryptocurrency market. On 23 June 2022,
FatManTerra, an anonymous Twitter user with over 85,000 followers, theorised that the
Company's assets are US$400 million and its debts are US$1.6 billion. A copy of this
twitter thread is exhibited at JVG-1/72-75.
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42.

43.

44,

45.

47

Against this above news, | have checked the wallet addresses that | am aware of for the
Company on Etherscan, a platform which tracks all transactions on the Ethereum
blockchain, including Ether, stablecoin USDT and stablecoin USDC.

While it is possible to trace the transactions to and fromthe Company's wallet, itis difficult
to identify who the holders of the relevant recipient wallets are. |do note however, that
on 14 June 2022, which is after the Company stopped communicating with Deribit:

42.1.the Company ftransferred approximately US$30.7 million in USDC and
US$900,000 in USDT to the wallet of Tai Ping Shan Limited, a Cayman Islands
company indirectly owned by Su Zhu and the partner of Kyle Davies, Kelly Kaili
Chen. A printout from Etherscan showing these transfers from the Company is
exhibited at JVG-1/31 and an organisational chart of Tai Ping Shan Limited as at
May 2021 is exhibited at JVG-1/25. | have been unable to identify where these
funds subsequently went; and

42.2. the Company withdrew a total of 14,900 Ether (equating to approximately US$17
million) from a cryptocurrency exchange, FTX. The Company then transferred
4,790 Ether to another wallet held by the Company, and transferred 10,140 Ether
to a wallet tagged as "Fund 0x3BA", a screenshot annotated to show these
transfers is exhibited at JVG-1/4. 10,140 Ether was then transferred from "Fund
0x3BA" to a wallet held by Aave, an open source liguidity protocol that allows users
tolend and borrowcryptocurrency; a screenshot annotatedte showthese transfers
(as well as another transfer of 8,981 Ether from the Companyto Aave on the same
day) is exhibited at JWVG-1/5. Itis not clear whether, rather than respond to margin
calls from its lenders, the Company continued to trade cryptocurrency.

Further, on 16 June 2022, the Company transferred approximately US$10.9 million in
USDT to an unknown address which, prior to that transfer, had not received or
transferred any funds in the past 2 years; a printout showing this transfer is exhibited at
JVG-1/6-8. The USDT was then transferred out 6 minutes later, tc another unknown
address; a printout showing this transfer is exhibited at JVG-1/8-11. This wallet records
a number of transfers in and out of the account in the past week; a printout of the wallet
is exhibited at VG-1/10-11.

In light of the above, while Deribit can seetransactions to and fromthe Company's wallet,
Deribit has no real visibility as to the extent to which the Company is selling its
cryptocurrency holdings, for what purpose it is currently selling those holdings, whether
the money is being used to repay some of the Company's creditors and not others or
whether the Company is continuing to trade cryptocurrency, potentially to the detriment
ofits creditors. Furthermore, the Company hasfailed to engage meaningfully with Deribit
on these matters. Based on the publicly available materials referenced in the affidavit
and, in particular, the Crypto News Flash report referenced at paragraph 39 above, and
the activity in the Company's cryptocurrency wallets, Deribit is concerned that the
Company's actions will permanently damage the value of the Company's remaining
assets.

In such circumstances, | believe the immediate appointment of provisional liquidators is
necessary to maintain the value of the assets owned or managed by the Company.
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46. There is great urgency that provisional liquidators be appointed so that the Company's
assets can be dealt with in a fransparent manner since cryptocurrency, by its nature, is
difficult to secure and is difficult to recover if it has been dissipated. Accordingly, the
appointment of provisionalliquidators is necessary to protect the assets of the Company.
| am advised, privilege over which advice is not waived, and believe, that the
achievement of this objective, namely protecting and maintaining the Company's asset
is consistent with the purpose of appointing provisional liquidators.

47. The Company isinsolvent. Thereis no reason forthe Company not to enter provisional
liquidation, and there is no possible prejudice to other parties through it doing so. A
provisional liquidation marks the best prospect of a return to creditors.

48. Theproposed provisional liquidators, as independent office holders appointed by the BV
Court, may be able to;

48.1. to consult with the Company in respect of, and review, on an ongoing basis, all
issues relating to the feasibility of repayment of its debts;

48.2. to monitor, oversee and supportthe Company and the continuation of the business
of the Company in the ordinary course pending repayment of its debts;

48.3. to locate, protect, secure and take control over all assets and property within the
jurisdiction of the courts of the BVI or any other jurisdiction in which the Company
has any operations to which the Company is or appears to be entitied;

UNDERTAKING AS TO DAMAGES

49, Deribit agrees to submit to the jurisdiction of this Honourable Court and provide the
undertaking in damages that is required upon the appointment of provisional liquidators
in these circumstances.

FULL AND FRANK

50. | understand that owing to the ex parte nature of the application for the appointment of
provisional liquidators over the Company, the Company will not be represented at the
hearing and | am under a duty of full and frank disclosure to the Court.

51. It coufd be argued by the Company that it is inappropriate for provisional liquidatorsto
be appointed in circumstances where they have hired legal and financial advisers to help
work out a solution for its investors and lenders and that it is hoping to reach an
agreement with creditors. However, as at the time of signing this affidavit, the Company
has not entered into any meaningful communications with Deribit to provide any
explanation of its proposed way forward. | also believe that the Company is manifestly
insolvent.

52. It could also be argued by the Company that it is selling its cryptocurrency holdings in
order to liquidate its assets so as to assess its financial position or that it is selling its
cryptocurrency holdings in the normal course of business. Again, as at the time of
signing this affidavit, the Company has not entered into any meaningful communications
with Deribit,
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CONCLUSION

53. For the above reasons | apply to this Honourable Court for the relief sought in the
Application. | ask that the relief granted is that here claimed or in such form as this
Honourable Court thinks fit.

This Affidavit is sworn in accordance with the laws and procedures of The Netherlands.

SWORN on 24 June 2022

2 Pnster dan,
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Jos van Griensven
Before me
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ussell Crumpler

Senior Managing Director
russel crumpler@ilenao.com

Russell Crumpler is a Senior Managing Director with Teneo in
the BVI, having joined Teneo following its acquisition of
KPMG's BVI Restructuring business.

Prior to Joining Teneo, Russell was the Managing Director of Restructuring at KPMG in the
8V and the Head of Restructuring for KPMG’s Islands Group. Russell is a JIEB qualified FCA
who has led the advisory team in the BVI since 2011 and has heen working as a restructuring
and insolvency specialist since 2000. He is a licensed insolvency practitioner in the BVI and
the former chair of RISA (BVI) Limited, the BVI's INSCL member organisation,

Russell has acted on some of the highest profile BVI Insolvency appointments of recent years
including the main Luckin Coffee shareholder entities, Exential, Peak Hotels and Resorts,
Titan and Victory Life. Together with his team Russell also delivers Corporate Finance,
Forensic and other solutions for clients. Russell regularly speaks at industry cenferences
both in the BVI| and internationally.

Russell has a broad range of restructuring experience, acting in a number of high profile
multi-jurisdictional engagements that have involved recognition issues, litigation, asset
tracing and other complex matters.

Selected Project Experience

Court appointed liquidator of an entity used as a key vehicle in a $300-800m UAE
originated fraud with up to 6,000 victims. This Liquidation is ongoing but has already
resulted in the first published judgment approving third party liquidation funding in the BVI.
Court appointed liquidator of an entity which held Euro100m in complex assets for the
benefit of 7,000 palicyholders in Scandinavia and which was placed into Liquidation by the
regulator. The Liquidation process was fully completed within two years,

Court appointed liquidator of a company that was a significant joint shareholder of one of
the world’s most luxuricus hotel brands (Aman Resorts). The company has been involved
in significant litigation in multiple jurisdictions regarding ownership of the underlying assets
and other asset tracing claims.

Court appointed liquidator of a BV company whose underlying entities owned the largest
privately held oil & gas storage facilities in China.

Court appointed liquidator of the main shareholder entities of China’s largest (by outlet)
coffee chain.

Receiver of various entities with roles to both protect assets pending the resolution of
disputes and to take control and sell assets for value.

Numerous voluntary liquidations of varying complexity — in one instance with multiple
subsidiaries and in excess of $17bn of assets, and in others dealing with very high value
real estate assets, regulated entities and complex estates of deceased individuals.

Court appointments over BV| companies associated with UAE, Afghanistan, Cyprus,
Ukraine, Russia, Spain, Taiwan, China, the UK, the US and other jurisdictions. Such
appointments have included situations where there is a dispute between

36




56

shareholders/stakeholders, where there is ongoing litigation and/or where asset tracing
exercises are required.

Rusself and key members of KPMG BVI's senior management team have extensive
experience providing contingency planning, options analysis and early exit strategies
across a wide variety of sectors. Furthermore, KPMG's BVI team has been named
Insolvency Practice of the Year in the BVI Finance awards for 2018 and 2020.
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Christopher Farmer

Senior Managing Director
christopherfarmer@lenec.com

Christopher Farmer is a Senior Managing Director with Teneo
in the BVI, having joined Teneo following its acquisition of
KPMG's BVI Restructuring business.

Prior to jolning Teneo, Chris was a Director at KPMG in the BV, Chris is a JIEB qualified FCA
who has been part of the senior management team in the BVI since 2015 and has been
working as a restructuring and insolvency specialist since 2006.

Chris has acted on, and managed some of the highest profile BVI Insolvency appointmants of
recent years and has considerable experience acting as both a Court appointed and out of
Court receiver. In addition, Chris has delivered M&A, Transaction Advisory, Forensic and
other advisory selutions for clients.

Chris has spoken on panels for both Insol International and the Turnaround and Management
Assaciation in South America.

Chris is a licensed insolvency practitioner in the BVI and former member of the RISA (BVI)
Limited technical committee, the BVI's INSOL member organisation.

Selected Project Experience

Chris's restructuring and wider advisory experience includes being a Court appointed
liquidator of BVI companies associated with China, Russia, South America, the UK, the US
and other jurisdictions subject to multi-jurisdictional engagements, litigation, fraud, asset
tracing and other complex matters.

Court appointed voluntary liquidator of BVI companies subject to both foreign and local
legal proceedings.

Court appointed receiver of BVI companies for the purpose of securing, protecting and
presetving assets, and to undertake the sale of those shares or assets in full or part
satisfaction of outstanding liabilities.

Out of court receiver over BVI companies appointed under security documents.
Liguidation of a London market insurance company and implementation of scheme of
arrangement and Part Vil portfolio transfers.

Led the Triage and Turnaround Advisory team for Australian boutique advisary firm
focusing on distressed debt and special situations engagements. This work, together with
other experience resulted in multiple independent business reviews, financial modelling,
supply side reporting and restructuring plans, as well as multiple buy and sell side due
diligence engagements including both financial and commercial reporting.

Sell side and buy side M&A, IPO assistance, Transaction Advisory {financial and
commercial due diligence engagements), and other advisory solutions, including the sale
of a large UK-based insurance broker and the listing of a technology company on the ASX,
Extensive experience providing contingency planning, options analysis and early exit
strategies across a wide variety of sectors. Furthermore, KPMG's BVI team has been
named Insolvency Practice of the Year in the BVI Finance awards for 2019 and 2020.
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Non-Liquidating Account Agreement

This service agreement {the ‘Agreement’) is made and effective as of 30 March 2020 (the
‘Effective Date’) between:

DRB Panama Inc. (‘Deribit’), a corporation incorporated under the laws of Panama,
registered at the (Mercantile) Record No 155684990 on 11 September 2019, with registered
address at Via Espafia, Delta Bank Building, 6th Floor, Suite 604D, Panama City, Republic of
Panama.

and

Three Arrows Capital Ltd., a corporation incorporated and registered in the British Virgin
Islands under business number 1710531, the registered office of which is at ABM Chambers
2283, Road Town, Tortola, BVl VG1110 and Place of business 7 Temasek Blvd #21-04,
Singapore 038987 (‘Customer’),

Each a 'Party’ and together the 'Parties’.

Recitals
A, Whereas Deribit is a company opetating an online cryptocurrency derivatives
exchange.
B. Whereas Customer is an investment company,
C. Whereas Customer is active as a frader on the exchange of Deribit and wishes to

make changes to the normal liquidation mechanics, applicable to margined Deribit
accounts, for the Deribit {sub)account(s) that at the Effective Date is/are linked to the
email address kyle.davies@threearrowscap.com {{Account’),

D. Whereas Parties wish to formalize these changes by way of this Agreement.

Agreement

1 Term

1.1 This Agreement is effective as of the Effective Date and shall remain in full force and
effect for an indefinite period until terminated by either Party.

1.2  Either Party has the right to terminate this Agreement with 7 days notice withaut
cause in writing or by way of a signed notice by email tc Deribit, directed to

13
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2.1

2.2
2.3

24

2.5

2.6

marius@deribit.com andfor john@deribit.com, or {o Customer, directed to
kyle.davies@threearrowscap.com.

Account settings

Subject to the terms and conditions of this Agreement, and in case Portfolic Margin is
enabled for the Account, during the term of this Agreement, at any time, Customer
may, in its sole and absolute discretion, request Deribit to adjust the Account settings,
so that the Account will no longer be incrementally liquidated when the Maintenance
Margin exceeds Equity {Non-Liquidation’). ‘Maintenance Margin' is the required
margin on the Account calculated according to Deribit's then current porifolio
margining methodaology in its sole and absolute discretion. ‘Equity’ is the net asset
value of the Account calculated in Deribit's sole and absolute discretion.

Customer is required to request Non-Liquidation for each separate (sub)account.
Deribit may, in its sole and absolute discretion, extend or decline the request from
Customer for Non-Liquidation per (sub}account.

Customer will send a request for Non-Liguidation to Deribit by email specified in a
signed Non-Liquidation Form, as attached hereto as Annex | (‘Non-Liquidation
Form’). Deribit shall by email inform Customer whether Deribit agrees to extend such
Non-Liguidation and if so, attach a countersigned copy of the Non-Liguidation Form.

If Non-Liquidaticn has been enabled, the Account will be incrementally liquidated
according to Deribif's then current liquidation method if: (i} the Initial Margin exceeds
Equity for a consecutive period longer than 2 Business Days and Maintenance Margin
exceeds Equity, or (i} the Equity is below the Maintenance Margin for a consecutive
period of 1 Business Day. 'Initial Margin’ is currently 130% of Maintenance Margin,
calculated according to Deribit's then current portfolio margining methodology in its
sole and absolute discretion. if Deribit liquidates Customer's position and the losses
associated with the liguidation leave the account with negative Equity, Customer is
liable for any shortfall which will be transferred to Deribit within 2 Business Days, A
‘Business Day' means any day on which commercial banks and foreign exchange
markets setile payments and are open for general business in Amsterdam, The
Netherlands. For the avoidance of doubt, any liability for a shortfall will survive a
termination of this Agreement,

The Absolute Aggregate Delta Notional of the Account will be kept below 2000 BTC. If
this maximum is exceeded, Customer is not allowed to further increase the Absolute
Aggregate Delta Naotional of the Account, but only to reduce it. ‘Absolute Aggregate
Delta Notional is the aggregate of the delta positions in the Account, calculated
according to Black and Scholes option pricing methodology in Deribit’s sole and
absolute discretion,

Warranties
Each Party hereby warrants and undertakes to the other Party that:
a) it is duly authorised and empowered to perform its duties and obligations

under this Agreement;
b) itis acting as principal in respect to this Agreement.

68
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Limitation of Liability

No Party shall have any liability under this Agreement, including liability for its own
negligence, for damages, losses or expenses suffered by any other party as a result of the
performance or non-performance of such party's obligations hereunder, unless such
damages, losses or expenses are caused by or arise out of the wilful misconduct, fraud or
gross negligence of such party or a breach by such party. No Party shall have any liability to

the oth

er parties for indirect, incidental or consequential damages that such other Party or

any third party may incur or experience on account of the performance or non-performance
of such Party's obligations hereunder.

5

5.1
5.2

5.3

8.1

6.2

For and on hehalf of DRB Panama Inc.

General Provisions

Any amendments to this Agreement must be in writing and signed by both Parties.
Neither Party may delegate its duties under this agreement without the prior written
consent of the other Party.

Should any provisions of this agreement as a whole or in part become void, invalid, or
unenforceable, the validity and enforceability of the other provisions is not thereby
affected. Parties agree to replace the void, invalid or unenforceable provisions with a
valid and enforceable provision that comes closest to the purpose and intent of the
contract to the extent legally permitted. The same applies if there is a gap in the
agreement which needs to be filled in.

Appiicable law & jurisdiction
This Agreement is governed by and shall be construed and enforced in accordance
with Dutch law.

Any dispute, controversy, difference, claim arising out of or relating to this contract,
shall be referred 1o and finally resolved by the court in Amsterdam, The Netherlands.

For and on behalf of Three Arrows Capital

Ltd.
Johannes Antonius Jansen Kyle Davies
Name Name
Attorney-in-fact Chairman
Title Title
Panama City - Panama Singapore
Place Place
30 March 2020 30 March 2020
Date /’ Date ) / -
Signature Signature

5
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70
Annex | — Non-Liquidation Form

This Non-Liguidation Form incorporates all of the terms of the Non-Liguidating Account
Agreement entered into by DRB Panama inc. and Three Arrows Capital Ltd. dated 30 March
2020 {the “‘Agreement’),

Customer wishes to request Non-Liguidation, as defined in the Agreement, for the following
(sub)account(S}:

Email address Account: kyle.davies@threearrowscap.com
Username: mobyDck
Main account 37726
Sub account N.A.
For and on behalf of DRB Panama Inc. For and on behalf of Three Arrows
Capital Ltd.
Johannes Antonius Jansen Kyle Davies
Name Name
Attorney-in-fact Chairman
Title Title
Panama City - Panama Singapore
Place Place
30 March 2020 30 March 2020
Date Date
1%
Signature Signéi&re
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Loan Agreement

This Loan Agreement (the "Agreement’) is entered into as of the latest date signed below
(the "Effective Date") by and between:

DRB Panama Inc., a corporation incorporated under the laws of Panama, registered at the
{Mercantile} Record No 155684990, with registered address at Via Espafia, Delta Bank
Building, 6th Floor, Suite 604D, Panama City, Republic of Panama (‘DRB");

and

Three Arrows Capital Lid., a corporation incarporated and registered in the British Virgin
Islands under business number 1710531, the registered office of which is at ABM Chambers
2283, Road Town, Tortola, BVl VG1110 and Place of business 7 Temasek Blvd #21-04,
Singapore 038987 (“Borrower”).

Each of DRB or Borrower hereinafter also a Party and together the Parties.
Recitals

A, Whereas DRB is a company operating an online cryptocurrency derivatives
exchange, and in that capacity has funds available in the form of Bitcoins and Ether.

B. Whereas Borrower is a company providing market liquidity.

C. Whereas Borrower is active as a frader on DRB's exchange and wishes to borrow
Bitcoins and/or Ether from DRB.

D. Whereas the Parties wish to formalize the loan by way of this Agreement.

Agreement

1 Loan

1.1 Subject to the terms and condifions of this Agreement, Borrower may, in its sole and
absolute discretion, request DRB fo extend a loan to Borrower of a specified number
of Bitcoins and Ether, and DRB may, in its sole and absolute discretion, either extend
such a Loan or decline to extend such a Loan (hereinafter the principal outstanding
total amount of loans the “Loan”).

1.2 During the term of this Agreement, Borrower may by email request DRB for a loan as
stipulated under 1.1 above, specified in a signed loan term shest In the form as
attached hereto as Annex | (a “Loan Term Sheet"). DRB shall by emall Inform
Borrower whether DRB agrees to extend make such a Loan and if so, attach a
countersigned copy of the Loan Term Sheet. In case Parties agree on a new loan,
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1.3

1.4

1.5

1.8

2.1

2.2

2.3

DRB shall credit the amount of such a loan to the wallet that Borrower maintains with
DRB.

Borrower is requited to have a minimum amount of the borrowed coins (BTC and/or
ETH)} in the Deribit account(s) of Borrower. If the balance of the Deribit account(s} of
Borrower is below the minimum amount, Borrower is required to replenish the amount
of Bitcoin andfor Ether to the minimum amount within 24 hours. In case Borrower
does not restore the ratio within 24 hours, interest of 0.15% per day for the number of
Bitcoins and/or Ether that has to be transferred by Borrower fo the Deribit account(s)
of Borrower will be accrued and will be payable daily.

DRB has the right to terminate each Loan without cause in writing or by way of a
signed notice (which can Include emall) to Barrower. Borrower shall repay all Bitcoins
andlor Ether and accrued interest under such terminated Loan to DRB within five
days of receipt of such notice,

Borrower has the right to terminate each Loan at any time by way of delivery of the
outstanding amount of Bitcoins and/or Ether (principal and accrued interest) of such
lean to DRB.

In the event of a hard fork in the Bitcain blockchain any incremental tokens generated
as a result of a hard fork in the Bitcoin protocol that results in the new fokens, such
new tokens will be added to the Loan balance.

Term & Termination

The term of this Agreement shall commence on the Effective Date and shall remain in
full force and effect for an indefinite period, until terminated by sither.

DRRB can terminate this Agreement with a 5 days written notice (which can include
email) to Borrower, Barrower shall repay the outstanding Loan plus any acecrued
interast at the latest 5 days after the date of DRB'’s notice.

Borrower can terminate this Agreement by repaying the Loan and any accrued
interest in full and giving written notice (which can include email) to DRB that it wishes
to terminate this Agreement. The termination will only be effective after the full
outstanding amount has been received by DRB.

Warranties

Each Party hereby warranis and undertakes to the other Party that:

a) it is duly authorised and empowered fo perform its duties and obligations
under this Agreement;

b) it is not restricted under the terms of its constitution or in any other manner
from lending or borrowing Bitceins and/or Ether in accordance with this
Agreement or from otherwise performing its obligations hereunder; and

¢) itis acting as principal in respect to this Agreement.
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4.1

4.2

4.3

4.4

4.5

Confidentiality

Subject to the terms and conditions of this Agreement, “Confidential Information”
means, collectively and separately, in relation to either party or any of either party's
affiliates, any information relating to data, code, databases, infrastructure,
technologies, trade secrets, methods of doing business, operations, proposals,
business models, plans, projections, comimercial directions, business relations,
customer lists, ideas, financial information, transactions, agresements with third
parties, security procedures and any information concerning their business or
personal activities in their capacity.

Subject to the terms and conditions of this Agreement, Confidential Information shalt
not include any information that (i) is or becomes genetrally avaliable to the public, or
(i) was lawfully in the possession of the recipient prior to the disclosure to it of such
information as evidenced in writing, or (iii) was lawfully disclosed to the recipienthby a
third party, or (iv) was independently developed without the use of any Confidential
Information from the disclosing party. Each Party may make disclosures required by
law or court order provided that Party uses diligent reascnable efforts to limit
disclosure and has allowed the other Party to seek a protective order.

Each Party shall keep all Confidential Information it receives from the other party
strictly

confidential and shall use Confidential Information only for the purpose of this
Agreement.

Each Party shall take reasonable security precautions, at least as great as the
precautions it takes to protect its own confidential information, but no less than
reasonable care, to keep the Confidential Information confidential.

The recipient party shall notify the disclosing party immediately upon discovery of any
unauthorized use or disclosure of Confidential Information or any ofher breach of this
Agresment and will cooperate in every reasonable way to help the disclosing party
regain possession of the Confidential Information and prevent its further unauthorized
use or disclosure,

General Provisions

Any amendments to this Agreement must be in writing and signed by both Parties.
Neither party may delegate its duties under this agreement without the prior written
consent of the other party. Should any provisions of this agreement as a whole or in
part become void, invalid, or unenforceable, the validity and enforceability of the other
provisions is not thereby affected.
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6 Applicable law & jurisdiction

This agreement is govermned by and shall be construed and enforced in accordance
with Dutch law. Any dispute, controversy, difference, claim arising out of or relating to
this contract, shali be referred to and finally resolved by the court in Amsterdam, The

Netherlands.

In witness, thereof, the Parties have executed this Agreement as of the Effective Date set

forth above.

For and on behalf of DRB Panama Inc.

Johannes Antonius Jansen

For and on behalf of Three Arrows
Capital Ltd.

Kyle Davies
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Name

Altorney-in-fact

Name

Chairman

Title

Panama City - Panama

Title

Singapore

Place

31March 2020

Place

31 March 2020

Date }7/ /ﬁZ/

e

Date

Signature

Signature
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Annex | — Loan Term Sheet

This Loan Term Sheet incorporates all of the terms of the Loan Agreement entered into by
DRB Panama Inc. and Three Arrows Capital Lid. dated 31 March 2020 and the following

specific terms:

Lender: DRB Panama Inc.

Borrower: kyle.davies@threearrowscap.com
Number of Bitcoins: 500

Number of Ether: 0

L.oan start date: 1 April 2020

Maturity: Ona year auto renewable

Interest rate per annum: 2.5%

For and on behalf of DRB Panama Inc.

Johannes Antonius Jansen

For and on behalf of Three Arrows
Capital Ltd,

Kyle Davies

Name

Attorney-in-fact

Title

Panama City - Panama

Name

Chairman

Place

31 March 2020

Title

Singapore

Place

31 March 2020

Date

— e
/// Z—

Signai@

Date o

ram s Ty
' i /’

rd ,//
(4

Signature
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Annex | —Loan Term Sheet

This Loan Term Sheet incorporates all of the terms of the Loan Agreement entered into by
DRB Panama Inc. and Three Arrows Capital Ltd. dated 31 March 2020, and is an addition to
the Loan Term Shesat entered into by DRB Panama Inc. and Three Arrows Capital Ltd.

on 31 March 2020, The following specific terms apply to this Loan Term Sheet.

Lender: DRB Panama Inc.

Borrower: kyle.davies@threearrowscap.com
Number of Bitcoins: 300

Number of Ether: 0

Loan start date: 28 April 2020

Maturity: One year auto renewable

interest rate per annum; 2.5%

For and on behalf of DRB Panama Inc.

For and on behalf of Three Arrows

Capital Ltd.
Johannes Antonius Jansen Kyle Davies
Name Name
Attorney-in-fact Chairman
Title Title
Panama City - Panama Singapore
Place Place
28 April 2020 28 April 2020
Date Date

7%

Signature Signature
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Annex lll - Loan Term Sheet

This Loan Term Sheet incorporates all of the terms of the Loan Agreement entered into by
DRB Panama Ine, and Three Arrows Capital Ltd. dated 31 March 2020 and supersedes
Annex |, dated 1 July 2020, with the following updated terms:

Lender: DRB Panama Inc.

Borrower: kyle.davies@threearrowscap.com - UiD 37726

Number of Bitcoin: 0

Number of Ether: 15000

Loan start date; 1 January 2021

Maturity: Qne year auto renewable

Interest rate per annum: 2.5%

For and on behalf of DRB Panama Inc. For and on behalf of Three Arrows
Capital Ltd.

Johannes Antonius Jansen Kyle Davies

Name Name

Director Chairman

Title Title

Panama City - Panama Singapore

Place Place

29 December 2020 28-December-202C
Date Date
L
Sig{atuz‘e - Signatllm/
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Annex Il - Loan Term Sheet

This Loan Term Sheet incorporates all of the terms of the Loan Agreement entered into by
DRB Panama lnc. and Three Arrows Capital Ltd. dated 31 March 2020 and the following
specific terms:

L.ender: DRB Panama Inc.
Borrower: kyle.davies@threearrowscap.com - UID 37726
Number of Bitcoin: 0
Number of Ether: 5000
Loan start date: 1 duly 2020
Maturity: One year auto renewable
Interest rate per annum: 2.5%
For and on behalf of DRB Panama Inc. For and on behalf of Three Arrows
Capital L.td.
Johannes Antonius Jansen Kyle Davies
Name Name
Attorney-in-fact Chairman
Title Title

Panama City - Panama

Place Place
1 July 2020 1 July 2020
Date Date
«//2/_)
i (""' =
Signature Signature
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Organization Chart
Tai Ping Shan Limited

42.07% 39.78%

5% 52%
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{8 Address 0x83ca25iC23607Dd31EGeS536F94283E3005dC03F

Arnouncamatit: Tha Gray Glacler network upgrada is happening at block 15,958,000, Update your noda to he latest gilant verslonl

Overviaw

Balance:

Ethar Vafua:

Token:

0,41746571790279193 Ether

$483.01 (@ $1.157.00ETH)

“100M OBX Up for Grabs!

More Enfo

® My Name Tag:

_BYB 'Ts"’.‘“ ROI of more than 10X!*

Not Avallable, Jogin to yidale
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Tansactions

Erc20 Token Txns

Analytics

I Latest 25 ERC-20 Token Transfer Evanls

Txn Hash

G2al(h?78d24 1c8182...

OxcaliP247c706131ada. .

Gxdid7hbaT0R 467 ..

0xaBbi606512ab6ddeg. .

0x8b504bI5cccG2e3dld. .

Qx0T 3300984465202 ..

Oxafifed2113560habii?a...

Qx7did$717361d35a53b...

0x63e480620a06176823...

0367271:4276Ib805989,

63 22655 ba...

0553601 33aal7 33033063,

0x81205c6b28fa0c2878...

Ol 9eeb§R43060h830. -

Oxtbclic23addantonndd...

0xhBRUIA2a35he 0140,

QggalanarisaniezzariL..

Bx18a 1485230 3BR4 3545 .

24389 25385045, ..

OxOHIAREA G000

{4151

Aae

¥ days 11 hrs ago
7 days 11 hrs ago
7 days 14 hrs age
8days 15 hrs ago
& days 17 hrs ago
8 days 17 hrs ago
Bdays 20 hrs ago
& days 21 brs ago
§days 21 hrs ags
8 days 21 ks ago
&days 21 s ago
B8days 22 hrs ago
9days 3 mins ago
9 days 7 hrs ago
9 days 17 hrs ago
9 days 18 hrs 890
9 days 18 hrs ago

9days 18 hrs ago

40 days 30 mina ago

10 days 53 mins ago

10 days 54 mins ago

10 days 5 hrs aga

10 days 19 hes ago

13 days 16 hrs ago

13 days 16 hrs aga

From

0xB2cad8fc236d7dddte. .

0x83caz5fc236dTdd3 te. .

Dx83carbic?36ddd3ta. .

0x83ca25fc2I6a7ddd e,

0x83ca5fc2dBd7ddMe..

Defdealsfc2a6diddaia...

Cx83ca25fc2Bd7dd3 4.

0x83cazafo2d6drddde..

B Uniswan V2  NQSHIT

OxB3ca2Sic23Ed7ddS1e. .

0x83ca2hfc236d7ddS51a...

OxB3ca25tc236d7dd3e...

Ox83calslo236d7ddse...

(xB3calbic23cd7dn3le...

0xB3ca2ble236d7dde...

Or83ea2sle2dbdTddite. .

Thres Anowes Capital

0x83ca25ic238d7ddMe. .

Three Arows Cagital
Throo Arows Genital
Tiwze Arows Capltal
Tlies Agows.Capital

Thiea Arovss Capital

OxBIca2sic236dTddite...

0xB3ca25fc236d7dd31e. .

aut

aut

aut

our

n

aut

To

Nxdf4al7423d621621ca.

Oxdide274Zadsd1cca. .

Dxbsfanafdh 104235320 .

Qugido2742a082 162168, .

022641522 2585¢cl...

0x50h2de24a63aad4MhE

267 111077525c0895c61...

Qxa? 33e77520¢b895¢61 ..

0x83c325(c236d7ddIte...

Ox88h2dc24a68andding ..

DxaBH35cI55deRRalhS. -

Hxdfdadi42ad021c25ca...

Dx6didOIIT03d0H3ACD. .

05802 24a6G8aad MG

0x83ca2bic238d7dde. ..

Oxdided7A2ad821c21ea...

0x83caa5fi236d7dd3 e

0x83ca25236d7dd31e...

(x83ca25/c236dTdd e, T

Ox83calbie236d7ddite...

{x83ca2ble2lBd?ddIe. .

0x06b2dc24a88aaddhE. .

Value

10,866.3762404

1,112.49818056

60,135

10,464,524.586

100

20,000

818,446.55

100

150.8339634926822006083

5008,868

2003000

3,868,888

2,000,000

§00,060

1,008,327.96

5,049.9969539894999899599

5,050

6,000,000

£:1900,000

100,000

30,703,967.11

98,327,968

1.112,49818056

1,941,350

9,865

Token

€ Cronos Cain (CROY
# ELLIEI Tl

® Synanao (SYM)

@ Ush Coln (US0CY
6 USD Coin (USOC)
@ LIS Coin (LISBC)
@LISD Coin (LISOC)
@ USD Coin USEE)
' Mo Shit {NOSEHT)
@USDH Coin (USRG)
@ USD Colp (USDE)
€ USD Coin {USNC)
@ U80 Coin (USOC)
@ US0.Coln (USHC)
& Tethar USDL(LSDTY
o SiRTH(SIETH)

¢ SEETH(SIETH)

B USR Coin(USDEY
@ Jelher USDUSOT)
4 Tothor USDLIUSOTY
o USE Coln (SDC)
o Telher USD {USDT)
# FITETX To..)

a3 USD Coin JUEDT)
© SynansedSYN)

[Dowrlasd GEV Expoa )

i & wallet address is a publ cly avatable address el altovrs its ovarer 1o receive funds fron analher parly, To ageess tha funds in an addiess, you aust have its private key. Leam more aboul 2ddesses in our Knosfedge Bavs.

31




fanaima CHy, 15 June 2022

DRB Panama Inc

Three Arrows Capital Ltd, Via Espafia, Delta Bank Building,
6th Floor, Suite 604D

P City, Republic of P
7 Temasek Blvd #21-04 anama b Repdblle of Panaina

. office@deribit.com
Singapore 038987 www.deribit.com

By emall: kyle.davies@threearrowscap.com

Subject: your Deribit account(s)

Dear Mr [Davies,

Three Arrows Capital Limited (“you™) maintains with us a trading account with user |ID 37726
pius multiple subaccounts {together the “Account”).

In connection with this Account, we have entered into a Non-Liquidating Account Agreement
with Effective Date 30 March 2020 (the “Agreement”} and a Loan Agreement dated 31 March
2020 (the "Loan Agreement").

On 10 June 2022, the Account started to lose value quickly. On 11 dune 2022 at about 8am
UTC, you defaulted on your obligation under clause 1.3 of the Loan Agreement to maintain a
certain minimum balance in your Account, and you started to have Equity below the
Maintenance Margin. According to your instructions per Telegram on 13 June 2022 at ahout
15:03 UTC, we started to reduce the positions in the Account. Unfortunately, after these
instructions, you did not reply to our various messages, and we have not been able to get back
in touch with you since.

The Account is now in the process of being fully liquidated in accordance with clause 2.5 of the
Agreement and our terms of service. Should you wish to canduct {part of} the liquidation
yourself, please get back in touch with us. Failing any new contact with you, we will continue
with liquidation ourselves,

You are kindly reminded that pursuant clause 2.5 of the Agreement, you are liable to transfer
the shortfall in the Account. We consider you currently in breach of this contractual obligation
{'in gebreke zijn' according to applicable Dutch law) since the twao Business Days term has
expired.

Deri bit Crypto Options & Futures exchange
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Panaima City, 14 June 2022

We hereby terminate the Loan Agreement in accordance with dlause 2.2 of the Loan Agreement
per 20 June 2022. We kindly remind you that you will have to repay the principal and accrued
interest, which is 1300 BTC plus accrued interest and 15000 ETH plus accrued interest, by that
date. As mentioned above, you are already in default of your obligation under the Loan
Agreement ('in gebreke zijn’ according to applicable Dutch law) to restore the balance in the
Account to at least 1300 BTC and 15000 ETH.

The total Equity deficit consisting of the loan plus the trading loss (shortfall under the
Agreement) equates to approximately USD 80 million at this moment, payable without
delay.

We trust you will comply with your contractual obligations under our Agreement and Loan
Agreament and we urgently invite you to get in touch with us to discuss this matter.

Should you choose not to comply with your obligations, we will pursue legal action to recover
the amount due to us.

Sincerely,

-z

Mr. JLA. Jansen, CEO

DRB Panama Inc.

Crypto Options & Futures exchange
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Panama Cily, 15 June 2022

DRB Panama Inc

Three Arrows Capita] Ltd. Via Espafia, Delta Bank Building,
6th Floor, Suite 604D
ABM Chamers Panama City, Republic of Panama

office@deribit.com

2283 Road Town Tortola .
www,derihit.com

British Virgin Islands

By email: kyle.davies@threearrowscap.com

Subject: your Deribit account(s)

Dear Mr Davies,

Three Arrows Capital Limited ("you”) maintains with us a trading account with user ID 37728
plus muiltiple subaccounts (together the "Account"}.

In connection with this Account, we have entered into a Non-Liquidating Account Agreement
with Effective Date 30 March 2020 (the “Agreement”} and a Loan Agreement dated 31 March
2020 (the “Loan Agreement”).

On 10 June 2022, the Account started to lose value quickly. On 11 June 2022 at about 8am
UTC, you defaulted on your obligation under clause 1.3 of the Loan Agreement to maintain a
certain minimum balance in your Account, and you started to have Equity below the
Maintenance Margin. According to your instructions per Telegram on 13 June 2022 at about
15:03 UTC, we started to reduce the positions in the Account. Unforfunately, after these
instructions, you did not reply to our various messages, and we have not been able to get back
in touch with you since.

The Account is now in the process of being fully liquidated in accordance with clause 2.5 of the
Agreement and our terms of service. Should you wish to conduct (patt of) the liguidation
yourself, please get back in touch with us, Failing any new contact with you, we will continue
with liguidation ourselves.

You are kindly reminded that pursuant clause 2.5 of the Agreement, you are liable fo fransfer
the shartfall in the Account. We consider you currently in breach of this contractual obligation
{'in gebreke zijn' according to applicable Dutfch law) since the two Business Days term has
expired.

Crypto Cptions & Fuiures exchange
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Panama City, 14 June 2022

We hereby terminate the Loan Agreement in accordance with clause 2.2 of the Loan Agreement
per 20 June 2022. We kindly remind you that you will have to repay the principal and accrued
interast, which is 1300 BTC plus accrued interest and 15000 ETH plus accrued interest, by that
date. As mentioned above, you are already in default of your obligation under the Loan
Agresment (in gebreke zijn’ according to applicable Dutch law) to restore the balance in the
Account to at least 1300 BTC and 158000 ETH.

The total Equity deficit consisting of the loan plus the trading loss (shortfall under the
Agreement) equates to approximately USD 80 million at this moment, payable without
delay.

We trust you will comply with your contractual obligations under our Agreement and Loan
Agreement and we urgently invite you to get in touch with us to discuss this matter,

Should you choose not to comply with your obligations, we will pursue legal action to recover
the amount due to us.

Sincerely,

ZZ

Mr. J.A. Jansen, CEQ

DRB Panama inc.
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Crypto hedge fund Three Avrows fails toimeet lender margin calls

BlackFi was among a clutch of firms That Fquidated 1he Singapara-bacad group's positions
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Three Artows Capital failed to meet demands from fenders to sttmp up extra funds after its digital
currency bets turned sour, tipping the prominent cryplo hedge fund into a erisis that eames as a
eredit crunch grips the industry.

‘The group's fathire to meet margin calls this past weekend makes the group the latest vietim of an
acute fall in the prices of many tokens sueh as bitcoin and ether that is rippling across the market.
Singapore-hased Three Arrows is among the biggest and most active players in the erypto industry
with inveslments across lending and trading platforms.

Lenders have sharply tightened up how much credit is on offer following tremors over the past
month. Celsius, a major eryplo financial services company, hlocked wilhidrawals last week, while a
pair of major tokens collapsed in May.

US-based erypte lender BlockFi was among the groups thal liguidated at least some of Three
Arrgws's positions, meaning it reduced its exposure by taking collateral the (und had put down ta
back its borrowing, according te people familiar with the matter.

Three Arrows, which made a “strategic” investment in BlockFi in 2020 that it exited the following
year, had borrowed biteoin from the lender, the people said, bul lad been unable to meel a margin
call. Cine of the people said the liquidation had occirred by mutual consent.

“We are in the process of comnmumicating with relevant parlies and fully committed to working this
out,” said Su Zhu, Theee Atrows co-foundet, on Twitter on Wednesday, without specifically
idenlifving any counterparly. The company did nol respond te 2 request for commenl.

Yuri Mushkin, BlockFi's chief risk officer, said the group “can contirm that we exercised our best
business judgment recently with a large client that failed to meet its obligations ... We believe we
were one of the first 10 take action with this counterparty.”

He added thal BlockFi had held collaeral in excess of the size of (he loan.

BlockFi's prudent and proactive risk management is for the benefit of our broader client base and
aflows us to remain open for business during times of market stress,” Mushkin satd.

The troubles at Three Arvows ricocheled to Finblex, a platforn: thal offers traders 9o per cent
anaualised yields 1o lend owl seir crypto. Binblox, which is backed by veniure capitalist firm
Sequoia Capital and received aninvestiment from Three ArTows, reduced its withdrawal limits by
two-thirds late on Thursday London time, citing Lhe situation at the hedge fund,

Three Arrows, run by Zho and his eo-founder Kyle Davies, is known for its builish levered hets on
ctypto. Zhu bad espoused a “supereyele” view of erypte, in which increasing mainstream adoplion
meant prices would continue to rise without falling back into a near-term bear market.

Last month, he acknowledped the current sell-off had proved him wrang. “Supercyele price thesis
was regrettably wrong, but erypto will still thrive snd ehange the world every day,” Zhu wrote on
“Twitter in late May.

“They were really big and really active. They wenl into some erorniots posilions,” said David
Steiner, chief executive of Wave Financiat, a digllal assel manager. He added that major crypto
firms across the space likely had exposure to Three Arrows: “They worked with everybody.”

“Three Arvows was mainly, if not exclusively, managing Zhu's and Davies’ own capital, according to
industry sourees. One person who has spoken with the managers in recent months said they were
told the fund's fotal value was $4bn. Blockehain analyties firm Nansen has previously estimated
the fund’s assets al $10bn.
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Crypto Hedge Fund Three Arrows
Capital Considers Asset Sales,
Bailout

Firm’s founders say they still believe in the future of
cryptocurrencies

o\

Three Arrows took part in a $1 hillion token sale this year by Luna Foundation Guard before Luna’s value

plummeted.

PHOTO: GABBY JONES/BLOOMBERG NEWS

By Serena Ng
June 17, 2022 8:45amET
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Cryptocurrency-focused hedge fund Three Arrows Capital Ltd. has hired
legal and financial advisers to help work out a solution for its investors and
lenders, after suffering heavy losses from a broad market selloff in digital

assets, the firm’s founders said on Friday.

“We have always been believers in crypto and we still are,” Kyle Davies,
Three Arrows’s co-founder, said in an interview. “We are committed to
working things out and finding an equitable solution for all our

constituents.”

The nearly decade-old hedge fund, which was started by former
schoolmates and Wall Street currency traders Su Zhu and Mr. Davies, had
roughly $3 billion in assets under management in April this year.

That was shortly before a sudden collapse in the values of TerraUSD, a so-

called algorithmic stablecoin, and its sister token, Luna, in mid-May.

Three Arrows is exploring options including asset sales and a rescue by

another firm, Mr. Davies said. The fund is hoping to reach an agreement
with creditors that would give it more time to work out a plan. The firm is
still operating as it seeks a solution.

Price of Luna Classic”
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Note: " The original cryptocurrency previously called
Luna. A new Luna token was issued last month after
the collapse of TerralSD and Luna Classic

Source; CoinDesk

Three Arrows was among a group of large investors that took partina $1
billion token sale earlier this year by Luna Foundation Guard, a nonprofit
organization started by South Korean developer Do Kwon, the creator of
TerraUSD. The funds went toward a bitcoin-denominated reserve for the
stablecoin, and were meant to help maintain TerraUSD’s value at $1 per

coin.
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spark the next industrial revolution?

Acting now could create a more
prosperous global economy

Mr. Davies said Three Arrows invested about $200 million in Luna as part
of that deal, a sum that was effectively wiped out when TerraUSD and Luna
both became worthless in a matter of days.

The two cryptocurrencies were previously among the 10 largest digital
coins before they lost a total of $60 billion in market capitalization last
month, he added. Before the collapse, a few people in the crypto industry
had voiced concerns about TerraUSD’s stability and its dependence on
traders to act as its backstop, saying this mechanism could allow for a
potential downward spiral.

“The Terra-Luna situation caught us very much off guard,” Mr. Davies said,
adding that the massive selloff was unprecedented. The Luna Foundation’s
sale of bitcoin to help support TerraUSD also worsened declines in the
value of bitcoin in May.
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Mr. Davies said Three Arrows was able to withstand the Luna losses, but
the subsequent cascade of events that caused prices of bitcoin, ether and
other cryptocurrencies to plummet in recent weeks created more problems,
he added.

Credit conditions have tightened markedly as digital asset values have
fallen across the board, leading some lenders to demand partial or full
repayment on loans they previously made to crypto investors, Rapidly
rising U.S. interest rates—a result of the Federal Reserve’s attempts to rein
in high inflation—have also worsened a selloff in riskier assets.
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Crypto’s total market capitalization, which had topped out at nearly $3
trillion in November last year, had tumbled to $910 billion as of Friday,
according to data provider CoinMarketCap. Last weekend, Celsius Network
LLC, a widely used cryptocurrency lender, abruptly froze customer
withdrawals, swaps and transfers between accounts, blaming what it said

were extreme market conditions.
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“We were not the first to get hit...This has been all part of the same
contagion that has affected many other firms,” Mr. Davies said.

He said Three Arrows is still trying to quantify its losses and value its
illiquid assets, which include venture-capital investments in dozens of
private cryptocurrency-related companies and startups.

“We are the biggest investors in the fund, and our intent was always for
everyone to do well in it,” said Mr. Zhu, Three Arrows’s other founder.
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Back in early 2021, Mr. Zhu had predicted that bitcoin would enter what is
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known as a growth supercycle with continually rising prices as the
cryptocurrency gained more mainstream adoption. In late May, as the
market selloff was under way, he tweeted that the “Supercycle price thesis
was regrettably wrong, but crypto will still thrive and change the world
every day.”

The sudden comedown of Three Arrows follows the firm’s previously strong
performance record. Messrs Zhu and Davies started their fund in late 2012
with just $1.2 million. It originally focused on trading emerging markets
currencies before moving heavily into cryptocurrencies in recent years—
multiplying the fund’s investments as bitcoin and other digital assets

increased in value.

The firm is known to have had large positions in the Grayscale bitcoin Trust
and “Lido staked ether” tokens, both of which have also suffered losses
recently. The latter is derivative of the cryptocurrency ether that is locked
up until the Ethereum network transitions to aless energy-intensive
model. These tokens have recently traded at a discount to ether itself.

Nichol Yeo, a partner of law firm Solitaire LLP who is advising Three
Arrows, said all of the fund’s investors are institutions or wealthy
investors. He added that the firm is keeping Singapore’s financial regulator,
the Monetary Authority of Singapore, apprised of its recent developments.

Just before the latest downturn, Three Arrows said it was making plans to
move its headquarters to Dubai, where the digital-asset industry is

booming. The firm operated as a regulated fund manager in Singapore until
last year, when it shifted its domicile to the British Virgin Islands as part of
its relocation plan.
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WSJ's Dion Rabouin explains why Wall Street is now betting big on crypto and what that means for the
new asset class and its future. Photo composite: Elizabeth Smelov

—Caitlin Ostroff and Vicky Ge Huang contributed to this article.
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Major crypto hedge fund Three Arrows is wobbling with a spate of fiquidations | Fortune 1 05
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A major crypto hedge fund is wobbling as $10 billion Three

Arrows Capital sees a spate of liquidations

BY TAYLOR LOCKE
June 37 2072 5:20 AN GNT+8

Sign up fer the Fortune Features email list so you don't miss our biggest features, exclusive interviews, and
investigations.

As the erypto winter intensified in early June, Galaxy Digital CEQO Mike Novogratz said he thinks two-thivds of erypto
hedge funds will go out of business. His prediction took days to start bearing out,

After $400 mitlion in liquidations, a major hedge fund in the space, Singapore-based Three Arrows Capital, or 3AC, is
reportedly facing insolveney, and many dominos look likely to fall next.

3AC's lenders continue 1o come forward as the fund, which managed $1o biflion in assets in March, according to
blockehain analytics firm Nansen, fails to meet margin calls and liquidates its cryptoeurrency hotdings, adding more
downward pressure on the beleaguered market.

There were “some major shifts in [3AC's] positions” early in the week, Andrew Thurman, content lead and analyst at
leading blockehain data firm Nansen, told Forfune on Tuesday. “I don't want to comment on what that might mean for

their health, but it's clear that they're reshuffling major portions of their holdings.”

As rumors began to swikl of possible insolveney, 3AC cofounder Su Zhu was initially silent, then seemed to acknowledge

the turbulence on Tuesday, tweeting, “We are in the process of communicating with relevant parties and fully committed to

warking this out.”
We are in the process of communicating with relevant parties and fully committed to working this out
- Zhu 8u ¥ (@zhusu) June 15, 2022

Cryptocurrency lender BloekFi is among the most recent to liquidate some of 3AC's positions, accerding te the Financial
Times. BlockFi CEQ Zac Prince confirmed its exit in a Thursday tweet: “BloekFi can confirm that we exercised our best

https:Aforiune.com/2022/06/16/crypto-crash-hedge-fund-three-arrows-capital-insolvency-rumeors-novogratz/
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business judgment recemtly with a large client that failed to meet its obligations on an overcollaleralized margin loan. We fund and one of

fully accelerated the loan and fully liguidated or hedged all the associated collateral.” Bitcoin's ..
March 72, 2072

BlockFi can confirm that we exercised our best business judgment recently with a lazge client that failed to BY TAYLOR LOCKE

meet its obligations on an overcollateralized margin loan. We {ully accelerated the loan and fully liquidated or
hedged all the associated collateral.

— Zac Prince (@BlockFiZac) June 16,.2022

Since then, others with exposure to 3AC have come forward. Finblox, a platform offering users up to 9o% yield to deposit
their cryptocurrency, reduced its withdrawal limits by two-thirds and cited its relationship with 3AC.

IMPORTANT UPDATE FROM FINBLOX! pic.twitter.com/VjclRMMiSe
— Tinblox (@finblox) June 16, 2022

On Twitler, Deribit, a eryplocurrency derivatives exchange, claimed on Thursday that 3AC is a sharcholder of its patent
compitny, adding that Deribit has “a smail number of accounts that have a net debt to us that we consider as potentially
distressed.”

Deribit also tweeted, “Even in the event that none of this debt is repaid to us, we will remain financially healthy and
operations will not be impacted. We can confirm all eastomer funds are safe and the full insurance fund will remain intact
asis”

Danny Yuan, chief executive officer of cryptocurrency trading firm 8 Blocks Capital, also claimed to have been impacied by
3AC. “We trade in one of 3AC's trading accounts. This morning they took zbout [$1 million] out of our accounts. I hope yeu
pay us back asap,” he hweeted on Tuesday.

Since the Terra ecosystem collapsed, with faited algorithmic stablecoin TerraUSD (UST) and cryptocurrency Luna (LUNC)
becoming nearly worthless, there has been a ripple effeet throughout the space. One of the eryptocurrency market’s biggest
iending platforms, Celsiug Network, paused its withdrawals on Monday, sparking rumers of bankruptey. Reports
coneerning the stale of 3AC followed soon after, pushing turther fears of contagion and systemie risk,

3AC reportediy owned LUNC alongside other cryptocurrencies, and it was a hefty investor in the Grayscale Biteoin Trust,
or GBEC, the largest Biteoin fund. Accerding to a January 2021 SEC filing, 3AC owned almost 39 million units of GBTC at
the end ef 2020,

“A lot of people have reached out about what they know--many of whom have direct relationships with 3AC as well. What
we learned is that they were leveraged long everywhere and were getting margin-called,” Yuan wrote on Twitter, “Instead
of answering the margin calls, they ghosted everyone, The platforms had no choice but to liguidate their positions, vausing
the markets to further dump.”

3AC did not immediately respond to Fertune’s request for comment,
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Three arrows capital (3AC) liguidates its staked Ethereum
holdings

By PAUL ADE — 17, June 2022

P + Three arrows capital {3AC) liquidates

a wallet with staked Ethereum

o (StETH).
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Earlier on Thursday, 3AC dumped 5,500 stETH from one of its wallet addresses. There was still 14,118 Bitcoin miners fo
sell their holding:
order to cover ap

costs amid price

stETH teft in the wallet following that transaction. However, the crypto hedge fund swapped the stETH

balance in this wallet later in the day.

22 June 2022
The first transaction was worth 6,1M USDT, while the second was worth 13.5M USDT. Etherscan data
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shows that the fund sold the stETH balance in two transactions. In the first transaction, 3AC dumped
7,000 stETH, while it dumped 7,118 stETH in the second transaction.

Yesterday's stETH dumps weren't the first by 3AC. The fund has been selling huge amaunts of its 22, June 2022
stETH. Various analytics show that 3AC's stETH dump is now larger than the Celsius network.

Why 3AC is selling its crypto holdings

Over the fast two months, 3AC has been selling off massive amounts of its stETH holdings from every
account and seed round address. The crypto hedge fund has also been doing likewise to its Ethereum

haldings, Alsc, multiple reports confirm that some 3AC-related firms are having operational issues.

Hence, it is likely that 3AC may sel off such companies scon. It is no wonder some firms, such as
BlockF, have started reducing their holdings in 3AC. The 3AC volatility has caused Finblox (one of the

fund’s GeFi firms) to pause reward distributions.
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Insolvency for 3AC could be a huge blow for the crypto industry. The fund manages more than §18b
worth of digital assets. If the 3AC team can't find cther means to solve its financial issues, it would
likely durnp its other crypto holdings.

3AC has sizeable holdings of Bitcoin, Sofana, Kusama, Avalanche, and Polkadot. Dune analytics data
showed that 3AC's portfolio of about $372.27M has dropped to about $139.12M in the last 24 hours.

The data also showed that 3AC's USDC haldings are worth §166M, while its serum holdings are worth
nearly $46M. 3AC had huge investments in the recently crashed terra hetwork. Hence, it is facing huge
capital loss following the crash of the LUNA and UST tokens.

The fund has yet to release any official statement regarding its insolvency issues. Instead, the fund's
faunder, Su Zhu, only said, “we are discussing with relevant stakeholders. We remain committed to

getting the company out of this issue.”

The price of Lido stETH drops again

With crypte companies swapping their stETH continuously, stETH's price dropped again on Friday
morning. Our data shows that lido staked ETH is down 1.47 percent in the last 24 hours and trades at
$1,035.29. Hence, the stETH-eth ratio also reduced within the same period. It is now 0.93.
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PAUL ADE

Paul is a cryptocurrency enthusiast from Canatla, and since 2021 he has been writing aboul cryptocurrency for
online news portals. He writes mostly news-related articles. Stay tuned to his pasts to stay up to date with the

crypto world,

RELATED POSTS

Bitcoin miners forced to sell their QAnon infleencers defraud followers  Tether set to launch new GBPT
heldings in order to caver aperation millians of money in a crypto trading  Stablecoin as USDT supply on
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costs amid price crash

22, June 2022

ABOUT US AND ADDITIONAL INFG

Crypto News Flash is vour number one
source for the tatest news and
informalion fram the world of

cryptocurrencies.

About us
Contacius
Legals

Bata protection policy

= pffiliate-Link
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CHARTS

Bitcoin Price

Ethereum Price

KRP Price

Litacain Prlce

Bitcoin Cash Price

EQS Piice

Cardano Price

Tran Prics

10TA Price

Monero Price

exchanges hikes

22 June 2022

BUY CRYPTOCURRENCIES

Buy Biteoin

Buy Etheraum
Buy XRP

Buy Litecoin

Buy Bilcain Cash
Buy EQS

ey Cardano
Buy Tron

Gy 1OTA

Buy Monero
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WALLETS

Bitcom Wallet
Ethereum Wallet
¥RP Wallet
Litecoin Wallel
Bitcoin Cash Wallet
£0S Wallet
Cardano Waltel
Tran Walet

10TA Wallet

MManero Wallet

Risk warning and disclaimer: The contents of this website are intended solely for the entertainment and information of readers and do not provide inwvestrent advice or a recornmenda
within the context of the Securities Trading Act. The content of this website solely reflects the subjestive and personal opinion of the authors. Readers are requested to farm their own
opinions an the contents of this website and to seek professional and independent advice before making concrete investiment decisions, The infarmation found on this site does not
contain any information or messages, but is intended solely for information and personal use. None of the information shown constitutes an offer 1o buy or seli futures contracts,
securities, options, CFDs, other derivatives or cryptocurrencies, Any opinions provided, including e-mails, live chat, SMS or other forms of communication acress sochal media networks
not constituta a suitable basis for an investment decision. You alone bear the risk for your invesiment decisions, Read more!
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From: <mathiis@deribit.com>

Date: Wed, Jun 22, 2022 at 4:09 PM

Subject: RE: DRB Panama Inc - Three Arrows Capital Limited (BVI)

To: Nichol Yeo <nicholyeo(@solitairellp.com>

Ce: <jos(@deribit.com>, Sherwin Lee <sherwin@gsnholdings.com>, Darius Sit <darius@qcp.capital>, Bi Qi
Qua <quabiqif@@solitairellp.com>

Dear Nichol,

Noted with thanks.

Please find attached a letter we sent to Three Arrows Capital Limited (BVT) on its Singapore business address.
Copy of this letter was also sent to the registered address in the BVI and per Telegram and e-mail on the known
addresses used previously by Three Arrows Capital Ltd.

We remain available to discuss resolution of this matter,

Best regards,

Mathijs

o7
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+31622467281

Mathijs van Basten Batenburg

counsel

Email | Telegram | www.deribit.com | Twitter
DRB Panama Inec.

Panama City Republic of Panama

Crypto Options

Deribit

& Futures Exchange

DRRB Panama Inc. is a company incorporated under the laws of Panama, registered at the Mercantile Registry
under number 155684990, Panama City, Republic of Panama.

From: Nichol Yeo <nicholyeo@solitairellp.com>

Sent: 22 June 2022 15:18

To: mathijs@deribit.com

Ce: jos@deribit.com; 'Sherwin Lee' <sherwin@gsnholdings.com>; 'Darius Sit' <darius@qcp.capital>; 'Bi Qi
Qua' <quabigi@solitairellp.com™>

Subject: RE: DRB Panama Inc -~ Three Arrows Capital Limited (BVI)

Dear Mathijs

At this juncture, my firm acts for Three Arrows Capital Limited (BVT) and Three Arrows Capital Pte Ltd (Singapore) only. [
have no formal capacity with regard to the other Three Arrows entities, Kyle Davis or Su Zhu.

Regards
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Nichol Yeo

SOLITAIRE LLP

ADVOCATES & SOLICITORS

11 Beach Road #05-02 Singapore 189675

E: nichalyeo@solitairellp.com | T: + 65 6789 1369 | M: +65 8366 8666 | W: https://www.solitairellp.com/

SOLITAIRE LLP (UEN No. TI9LL1666J) is a limited liability law partnership registered under the Singapore Limited Liability Parmership Act
(Cap.163A), CONFIDENTIALITY CAUTION: This message is intended only for the use of the individual or entity to whom it is addressed and is privileged
and confidential. If you are not the intended recipient, please notify us immediately by return e-rail, delete this message and you should not disseminate,
distribute or copy any information contained herein. Solitaire LLP is not fiable or responsible for commitments made by individuals employed by the firm outside
the scope of our business, being the supply of legal services.

From: mathijs@deribit.com <mathijs@deribit.com>

Sent: Wednesday, 22 June 2022 7:28 pm

Ta: nicholyeo@solitairelip.com

Ce: jos@deribit.com; 'Sherwin Lee' <sherwin(@gsnholdings.com>; 'Darius Sit' <darius@gqcp.capital>
Subject: RE: DRB Panama Inc - Three Arrows Capital Limited (BVI)

Importance: High

Dear Mr Yeo,

In addition to the message below, can you please confirm if you are authorized to act for 3AC QCP SPV B.V.
(a Dutch company)?

Sincerely,

Mathijs van Basten Batenburg
counsel
Email | Telegram | www.deribit.com | Twitter

DRB Panama Inc.
Panama City Republic of Panama
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ICrypto Options

Deribit

& Futures Exchange

DRB Panama Inc. is a company incorporated under the laws of Panama, registered at the Mercantile Registry
under number 155684990, Panama City, Republic of Panama.

From: mathijstedderibit.com <mathijs@deribit.com>

Sent: 22 June 2022 13:21

Tao: nicholyeol@solitairellp.com

Ce: jos(cdderibit.com

Subject: RE: DRB Panama Inc - Three Arrows Capital Limited (BVI)
Importance: High

Polite reminder

Mathijs van Basten Batenburg
counsel
Email | Telegram | www.deribit.com | Twitter

DRB Panama Ine.
Panama City Republic of Panama

Crypto Options

Deribit

& Futures Exchange

DRB Panama Inc. is a company incorporated under the laws of Panama, registered at the Mercantile Registry
under number 155684990, Panama City, Republic of Panama.
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From: mathijstdderibit.com <mathijs@deribit.com>
Sent: 21 June 2022 11:12
To: nicholyeof@solitairellp.com

Ce: jos@deribit.com
Subject: DRB Panama Inc - Three Arrows Capital Limited (BVI)

Dear Mr Yeo,

Mr Jos van Griensven (in cc) and myself are legal counsel of DRB Panama Inc. (“DRB™).

DRB has been in touch with Mr Kyle Davies representing Three Arrows Capital Limited (B VI), one of DRB’s
clients. Mr Davies advised us to contact you regarding this matter,

Can you please confirm who you represent at this time (Three Arrows Capital Limited (BVI), Three Arrows
Capital Pte Ltd (Singapore), Mr Kyle Davies in persona and/or Mr Su Zhu in persona)?

Should you wish to communicate with DRB, please feel free to get in touch with me and/or Mr Van Griensven
at your convenience. We are both currently on Amsterdam time.

Sincerely,

Mathijs van Baster Batenburg

counsel

Email | Telegram | www.deribit.com | Twitter
DRB Panama Inc.

Panama City Republic of Panama
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Crypto Options

Der|b|t __

& Futures Exchange

=]

DRB Panama Inc. is a company incorporated under the laws of Panama, registered at the Mercantile Registry
under number 155684990, Panama City, Republic of Panama.
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Panama City, 15 June 2022

DRB Panama Inc

Three Arrows Capital Ltd. Via Espafia, Delta Bank Building,
6th Floor, Suite 604D

p City, Republic of P
7 Temasek Blvd #21-04 anama ity Reptiiic of Fanama

. office@deribit.com
Singapore 038987 www.deribit.com

By email: kyle.davies@threearrowscap.com

Subject: your Deribit account(s)

Dear Mr Davies,

Three Arrows Capital Limited ("you”) maintains with us a trading account with user 1D 37726
plus multiple subaccounts (together the “Account”).

In connection with this Account, we have entered info a Non-Liguidating Account Agreement
with Effective Date 30 March 2020 {the "Agreement") and a Loan Agreement dated 31 March
2020 (the “Loan Agreement”),

On 10 June 2022, the Account started to lose value quickly. On 11 June 2022 at about 8am
UTC, you defaulted on your obligation under clause 1.3 of the Loan Agreement to maintain a
certain minimum balance in your Account, and you started to have Equity below the
Maintenance Margin. According o your instructions per Telegram on 13 June 2022 at about
15:03 UTC, we started to reduce the pasitions in the Account. Unfortunately, after these
instructions, you did not reply to our varicus messages, and we have not been able to get back
in touch with you since.

The Account is now in the process of being fully liguidated in accordance with clause 2.5 of the
Agreement and our terms of service. Should you wish to conduct (part of) the liquidation
yourself, please get back in touch with us. Failing any new contact with you, we will continue
with liquidation ourselves.

You are kindly reminded that pursuant clause 2.5 of the Agreement, you are liable to transfer
the shortfall in the Account. We consider you currently in breach of this contractual obligation
('in gebreke zijn' according to applicable Dutch law} since the two Business Days term has
axpired.

Deribit ' ' " Crypto Options & Futures exchange -
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Panama Cily. 14 June 2022

We hereby terminate the Loan Agreement in accordance with clause 2.2 of the Loan Agreement
per 20 June 2022. We kindly remind you that you wilt have to repay the principal and accrued
interest, which is 1300 BTC plus accrued interest and 15000 ETH plus accrued interest, by that
date. As mentioned above, you are already in default of your obligation under the Loan
Agreement {'in gebreke zijn' according to applicable Dutch law) to restore the balance in the
Account to at least 1300 BTC and 15000 ETH.

The total Equity deficit consisting of the loan plus the trading loss (shortfall under the
Agreement) equates to approximately USD 80 million at this moment, payable without
delay.

We trust you will comply with your contractual obligations under our Agreement and Loan
Agreement and we urgently invite you to get in fouch with us to discuss this matter.

Should you choose nat to camply with your obligations, we will pursue legal action to recover
the amount due to us.

Sincerely,

e

Mr. J.A, Jansen, CEO

DRB Panama Inc.

Deri bit . Crypto O_ptioné & Futuses exchange
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Technology

Crypto Fund Three Arrows’
Troubles Spill Over to Exchange

m Voyager Digital plunges after disclosing $660 million
exposure

m Contagion-risk implications cloud prospect of crypto
sector
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By Yueqi Yang
22 June 2022, 21:46 GMT+8 Updated on 23 June 2022, 02:51 GMT+8

The fallout from troubled crypto hedge fund Three Arrows Capital Ltd. has reached
Voyager Digital Ltd., sending shares of the crypto exchange down 51% in Toronto trading
with analysts raising the prospect of further damage.
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Voyager said it may issue a notice of default to Three Arrows for failure to repay a loan, the
exchange disclosed in a statement B8, The broker’s exposure to Three Arrows includes
15,250 Bitcoin and $350 million of stablecoin USDC, worth roughly $660 million based on
Bitcoin’s price on Wednesday in New York.

New York-based Voyager, which offers crypto trading, staking -- a way of earning rewards
for holding certain cryptocurrencies -- and yield products, is listed on the Toronto Stock
Exchange and its shares are traded over-the-counter in the US. It had about $5.8 billion of
assets on its platform as of quarter-end in March.

To meet customer liquidity needs, Voyager has secured credit lines -- $200 million in cash
and USDC stablecoin plus 15,000 Bitcoin -- from the investment arm of Alameda Research
LLC. The funding is contingent on Voyager’s ability to secure additional sources of funding
within 12 months, among other conditions.

Read more: Bankman-Fried Doles Out Credit Lines to Stem Crypto Contagion

Its Three Arrows exposure “raises survivability questions” for Voyager, analysts at
Compass Point Research & Trading LLC wrote in a research report Wednesday. “We would
not be surprised to see VOYG customers pulling assets from the platform,” they said,
referring to the company’s ticker.

The pace of customer redemptions and Voyager’s ability to recoup loans to Three Arrows
will likely determine its ability to continue operations, they wrote.

Meanwhile, analysts at BTIG downgraded Voyager to neutral from a buy, and KBW
Research removed its rating on Voyager, saying it was difficult to put a value on the shares
given the uncertainty of collecting on its loan.

Voyager did not mention the amount of collateral, if any, held on its loan to Three Arrows
and a spokesperson did not respond when asked by Bloomberg News. Three Arrows’ law
firm, Solitaire LLP, didn’t respond to a request for comment.

A broad-based selloff in digital assets and the collapse of the TerraUSD and Luna tokens

Street Journal that it’s considering options including asset sales and a bailout, and has
hired legal and financial advisers after large losses. A wave of liquidations has triggered
fear of contagion risks for the industry.
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Other lenders, including Genesis and BlockFi Inc., have sought to quell fear amid concerns
over contagion risks from Three Arrows. On Tuesday, BlockFi said it received a $250
million credit line from FTX Trading Ltd.

Voyager Plunges
Crypto brokerage falls after disclosing debt exposure to troubled fund

M Voyager Digital share price
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Voyager will seek to recover the debt from Three Arrows and is in discussions for legal
remedies, according to the statement. It has made an initial request for a repayment of $25
million USDC by June 24, and then requested repayment of the entire balance of USDC
and Bitcoin by June 27. Neither of these amounts has been repaid, and Voyager is currently
unable to assess the amount it will be able to recover, the company said.

As of June 20, Voyager has about $152 million cash and owned-crypto assets on hand, as
well as $20 million of cash that is solely for buying stablecoin USDC, the company said.

Alameda, a trading outfit from FTX founder Sam Bankman-Fried, is the largest holder in
Voyager with a nearly 12% stake, according to data compiled by Bloomberg. Bitcoin
dropped back below $21,000 on Wednesday after staging a short-lived rally in Tuesday
trading.

(Updates with analyst comments, stock price and loan details.)
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6/23122, 6:04 PM

hittps:fivirrgin,bvifsc,vgMIRRGIN/companyProfiteSearch.do?dispa tch=viechmpanyProﬁ]e&fonNardTo=coPmﬁleDetajf

P?lé.

Date of Search : 23/06/2022

This search is accurate as at the Search Date above.

Company Name :

Three Arrows Capital, Lid

Company Number : 1710531

Company Type :

BC New Incorporation

Date of Incorporation / Registration :

03/05/2012

Clarrent Siatuy

Status Description:

Status Date:

Current Registered Agent:

Current Registered Agent Address:

Current Registered Agent Phone Numbet:

Current Registered Agent Fax Number:

Current Registered Office :

Telephone:
Agent Fax:
Director Register Type :

Active

03/05/2012

ABM CORPORATE SERVICES, LTD.
1st Floor, Columbus Centre
P.O. Box 2283

Road Town

Tortola

VGO

VIRGIN ISLANDS, BRITISH
284 494 2933

284 494 5172

Ist Fioor, Columbus Centre
P.O. Box 2283

Road Town

Tortola

VGILLIO

VIRGIN ISLANDS, BRITISH

Private

Slave/Capital Toformuton:

Maximum Number of Shares the company is authorized to issue: 50,000

Ability to Issue Bearer Shares:

No

Provions Marnes History

Date Range or Cease Date

S.Ne Previous Name Foreign Character Name Frem To
1 Three Arrows Capital, Ltd 03/05/2012
Frassaetivn Histosy
S.No  Date Transaction Description Status Eforms/Attachments
Number

1 03/05/2012 T120245713 Application for Incorporation (BC) Apptoved  Application for Incorporation (BC)

2 03/05/2012 T120220741 Name Reservation (10 days)
3 22/06/2012 T120468885 Request for Certifications (BC)

Memorandum and Articles of the Company
Approved Name Reservation (10 days)
Approved  Request for Certifications

https:/ivirrgin.bvifsc.vgVIRRGIN/companyProfile Search.do?dispatch=viewCompanyProfile&forward To=coProfileDetailsPrintPage&coNo=17 10531
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8/23/22, 6:04 PM

4

10
1i
12

14
L5
16
17

18

19
20
21

22

23
24

25

26
27
28

29
30
31

32

33

https:/virrgin.bvifsc.vgMIRRGIN/companyProfileSearch.do?dispatch=viewCompanyProfile&forward To=coProfileDetailsPrintPage&coNo=1710531

22/06/2012 T120469289 Amendments of Memorardum and / Approved

Or Articles of Association

30/05/2013 T130410254 Anaual Fee Submission (BC)
Request for Certificate of
Goodstanding

Request for Certificate of
Gaodstanding

15/05/2014 T140292862 Annual Fee Submission (BC)
Application for Registration of
Charge

10/10/2013 T130657658

24/02/2014 T140084491

11/06/2014 T140448782

Request for Certificate of
Goodstanding

16/04/2015 T150203244 Annual Fee Submission (BC)
Appiication for Registration of
Charge

29/01/2015 T150049114

09/11/2015 T150758528

2710112016 T160045343 Or Articles of Association

31/05/2016 T160385823 Annual Fee Submission {BC)
25/08/2016 T160586404 Request for Certifications (BC)

14/10/2016 T160869342 Register of Members or Directors

05/05/2017 T170681021 Annual Fee Submission (BC)

Application for Registration of

13/03/2018 T180164053
Charge

28/05/2018 Ti80456015
of Changes

30/05/2018 T180472039 Annual Fee Submission (BC)

Request for Certificate of

30/05/2018 T180471784 Goodstanding

11/04/2019 T190204568 )
Charge

26/04/2019 T190239941 Annual Fee Submission (BC)
06/05/2019 T190268609
of Changes

Request for Certificate of

13/05/2019 T190295384 Goodstanding

30/07/2019 T190539578
of Changes

17/03/2020 T200131295 Request for Certifications (BC)

26/03/2020 T200154364 Roquest for Certificate of
Goodstanding

27/03/2020 T200135014
of Changes
22/05/2020 T200317667 Annual Fee Submission (BC)

15/06/2020 T200398898 Application for Registration of
Charge

Request for Certificate of
Goodstanding
Request for Certificate of
Goodstanding

24/81/2020 T200765339

23/03/2021 T210164387

Amendments of Memorandum and /

Register of Directors - Registration

Notice of Satisfaction or Release of

Register of Directors - Registration

Register of Directors - Registration

Register of Directors - Registration

Approved
Approved

Approved
Approved
Approved

Approved
Approved

Approved

Approved

Approved
Approved
Approved
Approved

Approved

Approved
Approved
Approved

Approved
Approved
Approved
Approved

Approved
Approved
Approved

Approved
Approved
Approved

Approved

Approved

https:/ivirrgin, bvifsc,vg/VIRRGIN/companyProfileSearch.do?dispatch=viewCompanyFrofile&forward To=coProfile DetaiisPrintP, ..

Amendments Of Memorandum And Or
Artictes Of Association

The attachment restated memorandum/articles
incorporates the amendment made

Annual Submission

Request for Certificate of Good Standing

Request for Certificate of Good Standing
Annual Submission
Application For Registration Of Charge

The attached particulars of the charge are an
accurate description of it

Request for Certificate of Goad Standing
Annual Submission
Application For Registration Of Charge

The attached particulars of the charge are an
accurate description of it

Amendments Of Memorandum And Or
Articles Of Association

The attacliment restated memorandum/articles
incorporates the amendment made

Annual Submission
Request for Certifications
Register of Directors
Amnual Submission

Application For Registration Of Charge

The attached particulars of the charge are an
accurate description of it

Register of Directors
Annual Submission

Request for Certificate of Good Standing

Notice of Satisfaction or Release of Charge

Details of Satisfaction or Release of Charge
Annual Submission

Register of Direclors
Request for Certificate of Good Standing

Register of Directors
Request for Certifications

Request for Certificate of Good Standing

Register of Directors
Annual Submission
Application For Registration Of Charge

The attached particulars of the charge are an
accurate description of it

Request for Certificate of Good Standing

Request for Certificate of Good Standing
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6/23/22, 6:04 PM https:fivirrgin bvifac.vgVIRRGIN/companyProfile Search.do?dispatch=viewCompanyProfie&forward To=coProfilaDetailsPrintt
34 13/04/2021 T210203471 Request for Certificate of Appreved  Request for Certificate of Good Standing Tz 5
Goodstanding
35 14/04/2021 T210206096 Annual Fee Submission (BC) Approved  Amnual Subimission
36 25/08/2021 T210601628 Jegister of Divectors - Registeation o4 Register of Directors
of Changes
Amendments of Memorandum. and / Amendments Of Memorandum And Ot

37 23/09/2021 T210656101 Approved

Articles Of Association

The attachinent restated memorandum/articles
incorporates the amendmen{ made

38 08/03/2022 T220126356 Request for Certifications (BC) Approved  Request for Certifications
39 05/04/2022 T220184000

Or Articles of Association

Request for Certificate of Approved  Reqguest for Certificate of Good Standing

Goodstanding
40 20/04/2022 T220210476 Annual Fee Submission (BC) Approved  Annual Submission
Amendments of Memorandum and / Amendments Of Memorandum And Or

41 09/06/2022 T220428227 Approved

Articles Of Assaciation

The attachment restated memorandum/atticles
incorporates the amendment made

Or Articles of Association

Application for Registration of

42 17/06/2022 1220441645 .
Chatge

Approved  Application For Registration Of Charge

The attached particulars of the charge are an
accurate description of it

43 21/06/2022 T220446638 Request for Certifications (BC) Approved  Request for Cetifications

Lertificats Histery
8.No  ‘Transaction No. Type of Certificate Date of Filing
1 T210164887 Certificate of Good Standing 23/03/2021
2 T220184000 Cerlificate of Good Standing 05/04/2022
3 T120245713 Certificate of Incorporation (Original} 03/05/2012
4 T120468885 Certificate of Incorporation {Cextified) 22/06/2012
5 T130657658 Certificate of Good Standing 10/£0/2013
[ T140084491 Certificate of Good Standing 24/02/2014
7 T140448782 Certificate of Registration of Charge 11/06/2014
8 T150049114 Certificate of Good Standing 29/01/2015
9 T150758528 Certificate of Registration of Charge 09/11/2015
10 T180164053 Certificate of Registration of Charge 13/03/2018
1t T180471784 Certificate of Good Standing 30/05/2018
12 T190204568 Certificate of Release of Charge 11/04/2019
13 T190295384 Certificate of Good Standing 13/05/2019
14 T200154364 Certificate of Good Standing 26/03/2020
15 T200398898 Certificate of Registration of Charge 15/06/2020
16 T200765339 Certificate of Good Standing 24/11/2020
17 T210203471 Certificate of Good Standing 13/04/2021
18 T220441645 Certificate of Registration of Charge 17/06/2022
DISCLAIMER:

Although care has been taken to ensure the accuracy, completeness and reliability of the information provided through the use of
this service ("the Information"), neither the Registrar of Corporate Affairs ("the Registrar”) nor the Financial Services
Commission ("the Commission™) assumes any responsibility for the accuracy, completeness and reliability of the Information,
This report does nat reflect any transactions that may be submitted and not yet registered, or other changes for which the
Registrar has not received notice. The user of the Information agrees that the Informatijon is subject to change without notice,
and neither the Registrar nor the Commission is responsible for any discrepancies that may resuit if a transaction is approved for
filing after the issuance of this report. Neither the Registrar nor the Commission assumes any responsibility for the consequences
of use of the Information, nor for any infringement of third party intellectual property rights which may result from its use. In no
event shall the Commission or the Registrar be liable for any direct, indirect, special or incidental damage resulting frotn, arising
oul of or in connection with the use of the Information.

https:/ivirrgin.bvifsc.vgMIRRG IN/companyProfileSearch, do?dispatch=viewCompanyProfile&forward Te=coProfile DetailsPrintPage&coNo=1710531

313

71

106




126

24/06/2022, 11:58 FatMan on Twitter- -~ Su Zhu is now back in Singapore werking with a law firm specializing in white collar crime. He really doesn. ..

¢« Thread

. »  FatMan
@FatManTerra

B SuZhuis now back in Singapore working with a
law firm specializing in white collar crime. He really
doesn't want to go to prison, and creditors are after
him. But how did he get to this point? Where did 3AC
go wrong, and what should you do next?

10:13 pm - 23 Jun 2022 - Twitter Web App

880 Retweets 176 Quote Tweets 3,781 Likes

Q (o v Iy

- FatMan @FatManTerra - 13h
" Replying to @FatManTerra
The Degen Trade

3AC had a massive margin long on BTC with a liquidation price of around
$24k. They kept this a secret, even from their partners, because they didn't
think it would realistically go that low. Terra, LFG, and market conditions
sent bitcoin plunging... (1/14)

Q 14 1 102 Q 639 Iy

FatMan @FatManTerra - 13h
The Margin Calls

Counterparties tried contacting 3AC to ask for collateral, but they ghosted
everyone. They were forced to liquidate 3AC's positions, causing BTC to
drop further from $24k to $20k. This move kicked off a spiral of cascades
& bank runs for several parties. (2/14)

O 3 N 26 Q 443 3

blob:https://twitter.com/9e163981-3¢c3-4 80f-a3209-8¢17 2c80665f 1/4
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FatMan on Twitter- -— Su Zhu is now back in Singapere working with a law firm specializing in white collar crime. He really dogsn. ..

Frﬁténﬂ’%?nﬁ;ﬁasdse; +13h

After the first default {Hidden Road), losses were exacerbated. Genesis
allegedly faces high~nine-figure losses and will sue. BlockFi and BitMEX had
some exposure, but not much. Other minorly affected parties include
Cumberland, Galaxy, and Deribit. {3/14)

QO g 1 26 Q 358 &y

FatMan @FatManTerra - 13h
| Can Fix Her..."

During the collapse, in a desperate bid for liquidity, 3AC sclicited BTC from
whales and trading firms. They lied about the fund's AUM, didn't disclose
the degen long, and promised an estimated 20% vyield on whatever they got.
Most funds smelt a rat. (4/14)

O 2 2 QO 386 e

FatMan @FatManTerra - 13h
The Collateral Damage

Smaller market makers allegedly used 3AC's trading accounts as a prime
broker to get fee discounts. Some of these entitles, like 8 Blocks Capital,
have accused 3AC of stealing their funds without permission - amounts as
low as $1m. (5/14)

O 1 1t 4 O 31 N

FatiMan @FatManTerra - 13h
The Degen Loan

In one of the most degen loans of all time, Voyager lent around $700m to
3AC - undercollateralized. They used interest payments to provide retail-
facing vield through their platform and skimmed a cut for themselves. Upon
this revelation, VOYG fell over 50%. {6/14)

O 9 1 62 QO 448 N

FatMan @FatManTerra - 13h
The Damage Report

blob:https:/fiwitter.com/9e163981-3¢c3-4901-a329-8¢17 2c80665( 2/4
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24/06/2022, 11:58 FatMan on Twilter- -— Su Zhu is now back in Singapore working with a law firm specializing in white collar crime. He really doesn...

Most of 3AC's remaining assets are in the form of illiguid equity
investments like Deribit and Starkware {their L1 tokens have crashed
heavily), so this is just an estimate. Assets; $400m. Debts: $2b. Net worth:

minus $1.6b. Absolute insanity. (7/14)
QO 5 TV 64 O 534 0

FatMan @FatManTerra - 13h
Their Next Move

There will be lawsuits, There will be liguidations. Creditors will come for
everything they possibly can. There's a fair chance 3AC did something
illegal, especially in their final days. They will try to stay out of prison and
resolve everything cleanly. (8/14)

Q 4 10 24 Q 362 Oy

FatMan @FatManTerra - 13h
Most creditors will never be paid because there simply isn't enough money
to go around. Around $1.6b is gone - money that went to BTC miners who
dumped their positions and large funds with open shorts {perhaps even a
fund wha is extending bailouts right now). (3/14)

Q 2 3 20 QO a2 &

FatMan @FatManTerra - 13h
[n the face of this knowledge, what should you do? There is one crucial,
actionable piece of advice. Pull all of your money out of centralized yield
services like BlockFi, Voyager, and Nexo for the time being. It is not worth
the risk. Withdraw it all into your Ledger. (10/14)

QO 2 13 160 QO 754 I

FatMan @FatManTerra - 13h
Bailout loans help with cashflow, but they don't get the money back.
Additionally, these services will have to introduce heavy interest rate cuts
due to market conditions and lower availability of lending counterparties,
making the reward far less worth it. {11/14)

O 2 13 13 O arms Ty

blob:https:/ftwitler.com/9e163981-3¢cc3-490f-a329-8c172cB0665f 3/4
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24/06/2022, 11:58 FatMan on Twitter- -— Su Zhu is now back in Singapore working with a law firm specializing in white collar crime. He really doasn...

FatMan @FatManTerra + 130 .
This sort of contagion can ripple out for weeks and we still don't know who

was affected and to what extent. The best part is, when the dust settles,
you can always redeposit into your favourite platform without issue, Wait a
month or two and see how everything plays out. (12/14)

Q10 131 17 ) 345 A

FatMan @FatManTerra - 13h
There s no reason to have money in these services right now, because their
long-term viahility is uncertain and you are gambling on solvency. You will
potentially give up 0.5% in yield (or less, once they reduce rates), but you
lower your risk massively. (13/14)

Q 9 1 14 O 364 a0

FatMan @FatManTerra - 13h
So - and | can't stress this enough - bring all of your coins into self-custody
until yields stabilize and the situation is clear. This is a wise risk-adjusted

decision given the scenario, and you can always come back later. Stay safe
& stay vigilant! (14/14)

O 38 T 64 Q 768 o

blob:htips:/twitter.com/@e163981-3cc3-490f-a329-8c17 280665 4/4
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(2]
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(d}

ta)

Insert full name of
company

Insert full name,
address and
insolvency
practitioner license

Insert whether
consent lo act as
administrator,
administrative
receiver, liquidator or
provisional liguidator
(and whether of a
company arof a
fareign company),
interim supervisor or
Ssupervisor.

Delete or complete
alternative details as
appropriate

Insert date

Insert period (nof to
excead 6 weeks)
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The Insolvency Act 2003
The Insolvency Rules 2005

Form 482(1) A

Consent to Act
Section 482(1)(b)
Rule 325
Company Number
[ 1710531 |

Name of Company

THREE ARROWS CAPITAL LTD

®  Russell Crumpler
3" Floor
Banco Popular Building,
Road Town Tortola, VG-1110,
British Virgin Islands
Insolvency Practitioner License No. INSOL/PL-F/11/036

Hereby certify that | am authorised under the provisions of Pait XX of The
Insolvency Act 2003 to act as an insolvency practitioner.

| further certify that 1 am not disqualified from holding a licence under section
477 of the Insolvency Act 2003 and that | am not, and have not been at any
time in the previous three years or at any time at all, an auditor of the
Company or employee of such auditor or a director of the Company or a
person connected fo the Company within the meaning of section 5(1) of the
Insolvency Act 2003 or at all and that | have in force such security for the
proper performance of my functions as is specified under section 486(1){(c)
of the Insolvency Act 2003 and the Insolvency Practitioners Regulations.

[ also confirm that | have had no prior professional relationship with the
Company.

| consent to act as ©| Provisional Liquidator and Liguidator | of the Company
if so appointed by the @ Court at a hearing yet to be scheduled or any
adjournment thereof

The periad for time for which this consent is valid is from the
date that this document is signed.

Signhed Date 24 June 2022

Please print name: Russell Crumpler

1 1068-6043312-1
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(i}

o)
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(O]

insert full name of
company

insert full name,
address and
insolvency
practitioner license

Insert whether
cansent to act as
administralor,
administrative
receiver, liquidator or
provisianal liquidator
fand whether of a
company orof a
foreign company),
interim supervisor or
supervisor.

Delate or complete
alternative delails as
appropriate

Insert date

Insert period (not to
exceed 6 weeks)
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The Insolvency Act 2003
The Insolvency Rules 2005

Form 482(1) A

Consent to Act
Section 482{1){b)
Rule 325
Company Number
[ 1710531

Name of Company

THREE ARROWS CAPITAL LTD

®  Christopher Farmer
3 Floor
Banco Popular Building,
Road Town Tortola, VG-1110,
British Virgin Islands
Insclvency Practitioner License No. INSOL/PL-Ff17/062

Hereby certify that | am authorised under the provisions of Part XX of The
Insolvency Act 2003 to act as an insolvency practitioner.

| further certify that | am not disqualified from holding a licence under section
477 of the Insolvency Act 2003 and that | am not, and have not been at any
time in the previous three years or at any time at all, an auditor of the
Company or employee of such auditor or a director of the Company or a
person connected to the Company within the meaning of section 5(1) of the
Insolvency Act 2003 or at all and that | have in force such security for the
proper performance of my functions as is specified under section 486(1)(c)
of the Insolvency Act 2003 and the Insolvency Practitioners Regulations.

| also confirm that | have had no prior professional relationship with the
Company.

| consent to act as © | Provisional Liquidator and Liquidatar | of the Company
if so appointed by the @ Court at a hearing yet to be scheduled or any
adjournment thereof

The period for time for which this consent is valid is ® from the

date that this docurpent is signed, -
Signed ////7 Date 24 June 2022

Please Mistopher Farmer

1 106-6043322-1
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IN THE EASTERN CARIBBEAN SUPREME
COURT

IN THE HIGH COURT OF JUSTICE

VIRGIN ISLANDS

COMMERCIAL DIVISION

CLAIM NO., BVIHC (COM) 2022/

IN THE MATTER OF THE INSOLVENCY ACT, 2003

AND IN THE MATTER OF THREE ARROWS
CAPITAL LTD

DRE PANAMA INC.

Applicant
..V..

THREE ARROWS CAPITAL LTD

Respandent

EXHIBIT JVG-1

Ritter House

Wickham's Cay Il

Road Town, Tortola

British Virgin Istands

VG1110

Tel.: +1 284 852 7300

Ref.: JVD/MRN/503164.00001

L.egal Practitioners for the Applicant
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THIS IS THE EXHIBIT MARKED “RC-2”
REFERRED TO IN
THE 15T AFFIDAVIT
OF RUSSELL CRUMPLER
AFFIRMED BEFORE ME
IN THE BRITISH VIRGIN ISLANDS
ON

|
THIS 5_ DAY OF 2022

BEFORE ME

1 @m '
AGAOTARY PUBYIC

LORRAINE A. Y. LAROSE
Notary Public

The Virgin Islands (UK) 23

My commission expires: 31* January 20

VIGILATE NOTARIES

PO Box 2097. Read ¢
Torteta, British Virgi

Tel: {284} 345 5800 j wwaw. (COREE
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Case Number :BVIHCOM?2022/0117

THE EASTERN CARIBBEAN SUPREME COURT
VIRGIN ISLANDS

IN THE HIGH COURT OF JUSTICE
COMMERCIAL DIVISION

CLAIM NO. BVIHC (COM) 0117 of 2022

IN THE MATTER OF THE INSOLVENCY ACT 2003
AND IN THE MATTER OF THREE ARROWS CAPITAL LTD

BETWEEN

DRB PANAMA INC.

and

THREE ARROWS CAPITAL LTD

FILED
HIGH COURT

TERRIPR§$
THE VIRGI LANDS

1. Blockchain.com
2. Charles McGarraugh

SuBmirseadidadgte: 27/06/2022 14:13

4. Exhibit CM1

Filed Date:27/06/2022 14:14

Fees Paid:274.20

Applicant

Respondent

FIRST AFFIDAVIT OF CHARLES MCGARRAUGH

I, Charles McGarraugh, of Blockchain Access UK LTD (“Blockchain.com”) do solemnly, truly

and sincerely SWEAR, MAKE OATH and SAY as follows.
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1. I am the Chief Strategy Officer and an employee of Blockchain.com’s affiliated entity,

Blockchain (GB) Limited. | am duly authorised to make this Affidavit on its behalf.

2. I make this Affidavit in support of DRB Panama Inc.’s (“Applicant’s”) Notice of
Application dated 24 June 2022 for the appointment of provisional liquidators to Three

Arrows Capital LTD (“3AC” or the “Company”) on an urgent basis.

3. Save where otherwise expressly appears, the facts and matters deposed to in this
Affidavit are within my own knowledge and are true. Where facts and matters are not
within my own knowledge, | will endeavour to state the source of the information, and

the facts and matters are true to the best of my information and belief.

4, There is now produced and shown to me and marked Exhibit “CM1,” a bundle
containing true copies of documents referred to in this Affidavit. A reference to a page
number in this Affidavit is a reference to the corresponding page number of “CM1”

unless otherwise stated or the context otherwise requires.
A. Background

5. Blockchain.com is a financial services company focused on “cryptocurrency” products
(also known as “crypto”). It was an early pioneer of key infrastructure for the Bitcoin
community.r Since 2011, Blockchain.com has provided services to a wide range of
parties, engaged in numerous projects, established protocols in widespread use, and
dealt with institutions in the crypto and related fields. It now has a large team of staff

worldwide. It also has the backing of investors from Silicon Valley and Wall Street.

6. In 2019 (and thereafter), 3AC held itself out as, and were well known in the crypto
industry as, a leading proprietary trading fund with limited directional bias and a strong
balance sheet. | had no reason to disbelieve this. As a result, | was supportive of the
entry into of a Master Loan Agreement (“MLA”), on 13 June 2019, between
Blockchain.com and 3AC through which 3AC could borrow funds from
Blockchain.com in U.S. dollars (“USD”) and otherwise, which it could use to make
trades in crypto and conduct business in accordance with the investment strategy of

the fund. Blockchain.com is a creditor of 3AC. Prior to the events the subject of this

! Bitcoin is a type of crypto.
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Affidavit, Blockchain.com and 3AC had been counterparties for nearly four years, with
3AC borrowing and repaying over USD $2 billion worth of cryptocurrencies and fiat

currency during that time. A copy of the MLA appears on pages [1 to 23.

The MLA provided 3AC with an option to request loans from Blockchain.com pursuant
to its terms. As can be seen from the recital on page 1, the MLA enabled 3AC “from
time to time, [to] seek to initiate a transaction pursuant to which [Blockchain.com]
[would] lend U.S. Dollars or Digital Currency to [3AC], and [3AC] w[ould] return such
U.S. Dollars or Digital Currency to Lender upon the termination of the Loan[.]’
Beginning in June 2019 and p  ursuant to the MLA, Blockchain.com provided 3AC
with loans which were repaid and renewed, until 3AC defaulted on its obligations in
June 2022.

Section llI(b) of the MLA sets out the procedure for initiating the loans. Specifically,
in cases where Blockchain.com agrees to provide loans to 3AC under the MLA, the
“specific and final terms of such a loan shall be memorialized using [a] Loan Term
Sheet.” Section ll(b) of the MLA appears on pages 3 to 4. The latest Loan Term
Sheets between Blockchain.com and 3AC can be made available to the court upon

request.

3AC’s debt to Blockchain.com consists primarily of “Open Loans,” which are defined
under the MLA as loans which do not have a “Maturity Date.” The definition appears
on page 3. Open Loans are subject to a demand process exercised by means of a
“Call Option.” Blockchain.com has the right to “call” the loan fully for repayment at
any time, and, once notified by email, 3AC has two business days to pay. Failure to
pay is an event of default under the MLA entitling Blockchain to accelerate repayment
of all its loans by service of a default notice. The MLA contained an arbitration clause
but, as | explain below, the Company has never suggested any dispute in respect of

its indebtedness.

3AC is required under the relevant loan documents to keep Blockchain.com informed
of its “Leverage,” defined as total debt divided by equity. Relevantly, 3AC must notify
Blockchain.com should its leverage ever exceed 1.5, i.e., where the amount of its
total debt exceeds the amount of its equity by more than 1.5 times. 3AC must likewise

notify Blockchain.com if it ever experiences trading losses equal to or exceeding 4.0%
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of its equity. | believe that 3AC has violated these covenants. To ensure that 3AC
complied with these covenants, it was required, under the Loan Term Sheets, to
provide monthly net asset value (“NAV”) reports, which contain information on 3AC’s
aggregate equity capital—in an effort, inter alia, to ensure that Blockchain.com could
assess 3AC’s solvency on an ongoing basis. The most recent NAV statement, dated
13 May 2022, appears on page 24. Blockchain.com has not been supplied with any
more NAV statements from 3AC.

11. Matters appear to have gone wrong in April or May 2022, when 3AC was reported to
have spent between USD $200 to $600 million to purchase “Luna,” a type of crypto,
for one of its key funds, as later reported by FXStreet (a foreign exchange news
source) and Times Tabloid (a crypto news outlet).? Copies of the articles by FXStreet
and Times Tabloid appear on pages 25 to 36.

12. On 11 May 2022, another Blockchain.com representative (Scott Odell) learned more
about 3AC’s Luna exposure. One of 3AC’s employees, Edward Zhao, represented
that its exposure was “not that big as part of the portfolio holdings,” and that,
regardless, its exposure to Luna “shouldn’t impact” its NAV “too much.” A copy of a
redacted text thread where this was conveyed to Blockchain.com appears on page
37. On 12 May 2022, the very next day, Luna lost 99% of its value from its high in
the previous month. The dramatic fall in the value of Luna was well-publicized in the
crypto industry, as can be seen from a 12 May 2022 BBC article, which appears on

pages 38 to 41.

13. Later, on 12 May 2022, Mr. Odell contacted Kyle Davies, founder and director of 3AC.
| understand that Mr. Odell expressed concern about 3AC’s position in Luna, and
asked for a supplemental NAV statement, to ensure that 3AC’s leverage was
consistent with its obligations under the MLA. Mr. Davies said he would send a NAV
statement the following day suggesting that it would reassure Blockchain.com. When
asked if 3AC’s leverage was still “meaningfully below 1x” [i.e., within the MLA’s
requirements], Davies responded “Yes[.]” A copy of this conversation appears on
page 42. Also on 12 May 2022, 3AC repaid part of its USD loan. . On 13 May

2 Although these reports say 3AC purchased its Luna holdings for almost USD $600 million, it is
my understanding, based on conversations with other Blockchain.com representatives, that 3AC
had represented that the Luna purchase was closer to USD $20 0 million.
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2022, Mr. Davies provided a NAV statement confirming a NAV of USD
$2,387,000,000. A copy of this NAV statement provided by Mr. Davies appears on
page 24. For the reasons set out below, | am now doubtful that this NAV statement

was accurate.

Shortly afterwards, 3AC made a request to Blockchain.com to continue the
Blockchain.com Open Loans and refrain from calling them or demanding repayment.
In a telephone call on 18 May 2022, Mr. Davies told Mr. Odell that 3AC would boycott
Blockchain.com’s business if Blockchain.com recalled any loans. Nevertheless, on
20 May 2022, 3AC made another partial repayment of their USD loan. Following this,
on 21 May 2022, | had a conversation with Mr. Davies. He told me that 3AC’s NAV
was roughly USD $2.3 billion; net delta (i.e., directional) exposure to the market was
roughly 0.65x NAV, or USD $1.5 billion; and the debt-to-equity ratio was less than 1,
meaning less than USD $2.3 billion in aggregate indebtedness. | assumed that meant
around USD $2 billion in borrowings. He told me they had lost around USD $200
million on Luna, but that was already accounted for in the USD $2.3 billion NAV. Mr.
Davies also said that if the market declined further he expected to buy more exposure,
but that in no case would the aggregate directional exposure exceed 1x their NAV.
In other words, it would take a decline in crypto asset prices fully to zero, on a
standalone basis, to completely wipe out the equity capital of 3AC. He also said they
were bullish on the market and expected the market to rally after the June 10 2022
Consumer Price Index data release showed that peak inflation had already
happened. | agreed that | thought peak inflation was likely, but suggested if they were
having a problem, they should cut some exposure and be smaller. Bitcoin was trading
around USD $30,000 at the time of this call.

Relying on Mr. Davies’ representations on this call, | calculated that 3AC had only (1)
USD $1.5 billion of directional exposure and (2) USD $2 billion borrowed, so that even
in a highly adverse scenario, if the markets dropped 33% and all of their borrowing-
based trades went against them by 20%, they would still only experience roughly USD
$900 million in losses. Against a NAV of USD $2.3 billion, even if some of their NAV
was illiquid, they should have had no trouble closing out and paying Blockchain.com

and their other creditors on demand (since all our loans could be called on demand).



16.

140

In light of my calculations, 3AC’s historical track record of repaying Open Loans when
called, and the fact that they had started paying down their USD loan, Blockchain.com
decided not to demand immediate repayment of all of the Open Loans. On 3 June
2022, relying on the assurances and NAV statements provided by 3AC,
Blockchain.com repriced (i.e., raised the interest rate on) several already outstanding
loans to 3AC. Given the higher volatility in the market at that time, and therefore the
higher risk, Blockchain.com requested a higher percentage interest rate in exchange
for not calling the loans due, to which 3AC agreed. These loans had originally been
made several months beforehand. Notwithstanding the partial repayments of the
USD loan, as of the date of this Affidavit, and due to the various accelerated defaults
set forth herein, the unpaid amounts owed to Blockchain.com are substantial, and
significantly more than the amounts due to the Applicant per its material filed in this
Honourable Court.

3AC Defaults on Loans

17.

18.

19.

By mid-June 2022, it was reported in crypto news sources like The Block and Crypto
Briefing that 3AC began missing margin calls with some of its derivative
counterparties and lenders, i.e., demands to post additional collateral against open
positions. This appeared inconsistent with 3AC’s representations to Blockchain.com
about its solvency and its NAV of USD $2,387,000,000. Copies of these articles
appear on pages 43 to 56.

Accordingly, at 9:52 a.m. New York Eastern Standard Time (“EST”) on 14 June 2022,
Blockchain.com sent by email to 3AC and to Messrs. Zhu and Davies a notice of
demand, pursuant to Section lI(c)(ii) of the MLA, demanding repayment of the entirety
of the “Loan Balance for all Loans” under the MLA (the “Demand Notice”). The “Loan
Balance” for a loan includes all principal and fees payable with respect to that loan.
Section ll(c)(ii) requires repayment within two (2) business days of demand and
accordingly 3AC was required to repay by 5:00 p.m. EST on 16 June 2022. A copy

of the Demand Notice appears on page 57.

3AC did not respond to Blockchain.com’s Demand Notice and did not repay the Loan
Balances for all Open Loans. Because repayment was due by 5:00 p.m. EST on 16

June 2022, and 3AC failed to make any payment, an Event of Default was in effect
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as of 5:01 p.m. EST on 16 June 2022 with respect to the principal amount of the
Loans (as per MLA § VIli(a)).

The failure to pay the Loan Balances also constitutes an Event of Default based on
the “failure of Borrower to pay any and all Loan Fees, Late Fees, or Early Termination
Fees when due” (as per MLA § Vlli(b)).

Accordingly, at 6:11 p.m. EST on 16 June 2022, Blockchain.com sent a notice of
Event of Default to 3AC and to Mr. Davies (the “Default Notice”). The Default Notice
stated that 3AC had failed to repay all Loan Balances, and, accordingly, an Event of
Default had occurred pursuant to Section VIII of the MLA. A copy of the Default Notice
appears on page 58. 3AC once again did not respond.

For completeness, several further Events of Default have occurred under the MLA.

(a) On or about 17 June 2022, | understand Blockchain.com’s counsel Nima H.
Mohebbi contacted Nichol Yeo, an attorney based in Singapore who was
identified as lead counsel for 3AC. Mr. Yeo indicated in substance that 3AC
had no ability to pay the outstanding Open Loan balances to Blockchain.com,
or other fees that are owed under the MLA. Its inability to do so is another
Event of Default under Section VIII(i) of the MLA. See Affidavit of Nima H.
Mohebbi Filed in Support of the Application to Appoint Provisional Liquidators
(“Mohebbi Aff.”) 1] 6(a)-(d). After this call, Mr. Yeo and his clients refused to
discuss these issues with Blockchain.com. In particular, Mr. Yeo declined
several follow-up phone calls, and his clients never reached out to

Blockchain.com.

(b) In addition, 3AC’s failure to pay constitutes “a material default in the
performance of any of the other agreements, conditions, covenants,
provisions or stipulations contained in this Agreement, including without
limitation a failure by [3AC] to abide by its obligations in Section Il or IV of
[the MLA]” (as per MLA § VIII(d)).

During the continuance of an Event of Default, Blockchain.com can exercise the

remedies setoutin  Section IX appearing on page 13- to 14.
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On 24 June 2022, at 5:27 p.m. EST, Blockchain.com sent a notice of Exercise of
Certain Remedies to 3AC and Mr. Davies (the “Remedies Notice”). The Remedies
Notice stated that, pursuant to Section I1X of the MLA, Blockchain.com had declared
the entire Loan Balance outstanding for all loans immediately due and payable, and
that the MLA, the other loan documents, and all loans were terminated. A copy of the

Remedies Notice appears on page 59. 3AC once again did not respond.

3AC Is Insolvent And Should Be Wound Up

As noted above, as of the date of this Affidavit, 3AC has failed to make payment of
its entire loan balance or any part thereof and has made clear, through its lawyer, that
it has insufficient assets with which to do so. For these reasons, and the additional
reasons below, 3AC is insolvent within the meaning of section 8(1)(a) of the
Insolvency Act 2003.

3AC has conceded that, as of the date of this Affidavit, it is unable to pay this debt.
Indeed, as stated in the affidavit of Nima H. Mohebbi filed concurrently herewith,
3AC’s lead counsel effectively represented to Blockchain.com’s litigation counsel, in
sum and substance, that 3AC was effectively “under water,” in default of multiple
credit obligations, and attempting to work out a “plan” to deal with it. See Mohebbi
Aff. 11 6(b)-(d). Further, as of the date of this Affidavit, | understand that 3AC has
missed multiple margin calls with various digital currency lending firms, including
another one of its major lenders, BlockFi, as reported in the Financial Times, among

other news outlets. A copy of that article can be found on page 60 to 63.

On 13 June 2022, | spoke to Mr. Davies over Zoom, and he informed me that 3AC
was trying to borrow 5,000 Bitcoin from Genesis Global Trading (“Genesis”)—another
digital currency lending firm—to pay a margin call to another lender. At that time
this amount of Bitcoin had a value of roughly USD $125 million. Mr. Davies also
offered to sell us some of their illiquid assets including their shares in Deribit and
Starkware, and represented during this conversation that if the crypto market
continued to decline, 3AC would not be okay. It was clear to me that 3AC was having
severe liquidity problems. My 13 June 2022 conversation with Mr. Davies was the
last live discussion | had with him despite attempting contact several times in the days

that followed.
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28. Moreover, Blockchain.com’s counsel has received indications that other creditors

may be seeking relief. In particular, 3AC’s counsel stated that a large creditor had

initiated arbitration against 3AC, and that several other creditors had threatened to
initiate arbitration. See Mohebbi Aff. 1 6(c)-(d).

29. There have been numerous reports recently regarding 3AC’s current financial

situation, which describe 3AC’s insolvency and rapidly deteriorating financial position:

(@)

(b)

(c)

(d)

(e)

On 16 June 2022, a Fortune article reported that after $400 million in
liquidations, 3AC was facing insolvency. A copy of the Fortune article
appears on pages 64 to 70.

On 17 June 2022, the Wall Street Journal reported on 3AC’s potential
insolvency. Mr. Davies revealed to the Journal that 3AC was exploring
options including asset sales and a rescue by another firm. A copy of the
Wall Street Journal article appears on pages 71 to 76.

In fact, it was reported that, since 7 June 2022, the 3AC team has been
pitching investors on an investment opportunity as a last-ditch effort to save
the Company after a series of crypto investments soured, including in Luna.
A 17 June 2022 article by The Block—a major crypto news source—covering

these efforts appears on pages 77 to 81.

On 15 June 2022, it was reported by Decrypt—another crypto news source—
that 3AC sold assets including $40 million worth of its Lido Staked Ethereum
(stETH), a form of “staked” Ethereum, i.e., a crypto asset which allows the
holder to receive financial rewards or interest. According to the Decrypt
article, t  his sale was made to keep over $300 million in loans from going

into liquidation. A copy of the Decrypt article appears on pages 82 to 88.

Also on 15 June 2022, The Block reported that $400 million in 3AC loans
were liquidated by other lending firms.® A copy of The Block article appears

on pages 89 to 91. The Block further reported that crypto lenders FTX and

3 Staff at the same publication also tweeted that 3AC had “~1.5 billion in net liabilities, definitely
underwater,” as shown on page 92.
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(9)

(h)
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BitMEX liquidated 3AC’s positions after 3AC failed to meet margin calls, as

shown on pages 53 to 56.

The Financial Times reported that 3AC failed to meet demands from lenders
to stump up extra funds after its digital currency investments plummeted.
According to the article, two major crypto lenders, BlockFi and Genesis, were
among the groups that liquidated at least some of 3AC’s positions. A copy

of the Financial Times article appears on pages 60 to 63.

On 21 June 2022, Crypto Briefing—a crypto research and news media
source—reported that 3AC was facing a liquidity crisis due to the collapse of
the crypto market. It summarized reports that the fund had failed to meet
margin calls on several of its undercollateralized loans, and numerous parties
described radio silence from Messrs. Zhu and Davies when informing them
that their leveraged positions were in danger of being liquidated. Other
entities (such as 8 Blocks Capital) had reported that 3AC had used funds
from them to answer leveraged margin calls. Crypto Briefing also reported
that BlockFi and Genesis both reported that they had liquidated a “large”
client, likely 3AC. A copy of the Crypto Briefing article appears on pages 93
to 100.

On 22 June 2022, Voyager Digital (“Voyager”’)—a crypto currency trading
platform—issued a press release announcing that it has demanded
repayment of roughly USD $650 million in assets loaned to 3AC. A copy of
the 22 June 2022 Voyager release appears on pages 101 to 108, and a copy
of an article of the same date published by Forbes estimating the borrowed
debt at USD $650 million appears on pages 109 to 113.*

* Crypto industry observers have commented on 3AC’s precarious financial situation, as shown
on pages 114 to 116, including remarking that: (1) “3AC was unfortunately on the wrong side of
two synthetic trades—with size—in GBTC and stETH”; (2) 3AC “has been aggressively paying
back AAVE debt against its 223k ETH / $264mm position to avoid liquidation”; (3) “[w]ith $198mm
in borrowings against [3AC], @85% liq threshold, a -11% move in ETH to $1,042 liquidates
[BACY”; and (4) 3AC is “the biggest stETH dumper” and is “dumping on every account and seed
round address they have” to “payback debts and outstanding borrows.”

10
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| also understand that, a few days before Blockchain.com demanded repayment of
its loans from 3AC, 3AC reportedly reached out to a crypto lending company called
HODLnauts looking to borrow crypto (Bitcoin and Ethereum) without posting
collateral. HODLnauts turned 3AC away when 3AC failed to post collateral. This
understanding is based on several Tweets posted by the co-founder of HODLnaut,
as shown on pages 117 to 119. On information and belief, 3AC sought to obtain this
loan to satisfy lender margin calls in light of its massive losses. | understand that 3AC
has also reached out to other lenders (including private lenders), but has not been
able to secure the funds.

Despite these issues, 3AC has refused meaningfully to engage with Blockchain.com,
to answer its requests, or to otherwise address its several Events of Defaults.

Provisional Liquidators Should Be Appointed: 3AC’s Remaining Assets Are At

Immediate Risk of Dissipation

Notwithstanding Its Financial State, 3AC Continued to Substantially Increase Its Liabilities and

Misrepresent Its Financial Position

32.

33.

34.

As noted in Section B, | understand that, even as 3AC reached apparent insolvency,
it continued to seek and obtain credit from various creditors to pay margin calls owed
on existing debt, further increasing its liabilities and diminishing or risking its available

assets.

Indeed, as noted in Section B above, 3AC told us that they tried to borrow 5,000
Bitcoin (then valued at approximately USD $125 million) from Genesis to pay a margin
call on a loan from a different lender on or around 13 June 2022, and similarly tried
to borrow Bitcoin and Ethereum from HODLnauts without posting collateral around
the same time. | understand, based on the facts set forth in Section B, that 3AC was

likely insolvent at this point.

Further, as discussed above, 3AC’s representations regarding its NAV, leverage, and
directional positioning appear inconsistent with its current state of apparent
insolvency given subsequent observed movements in market prices, e.g., the
observed decline of approximately 20% in the price of Bitcoin from 21 May 2022 (c.
30k) to 13 June 2022 (c. 24k) when | spoke with Mr. Davies. We believe 3AC may

11
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have mis-represented these crucial data points in order to prevent Blockchain.com
from reducing its positions via calling 3AC’s loans. | am informed by Blockchain.com
staff and verily believe that 3AC even threatened that it would boycott all future

business with Blockchain.com if Blockchain.com called the loans due.

It is my belief that 3AC’s willingness to continue to borrow while it is heavily insolvent
whilst making apparent misrepresentations and threats suggests its management
cannot be trusted to retain any remaining assets for the benefit of creditors like
Blockchain.com.

3AC Is Having Selective Discussions with Certain Large Creditors But Not With Blockchain.com
and Others

36.

37.

38.

As discussed in Section B, 3AC has now defaulted on multiple loans with different
lenders, including several lenders and exchanges who have liquidated 3AC’s
positions after 3AC failed to meet margin calls. For several weeks, 3AC has refused
to respond to several creditors’ attempts at outreach despite having publicly
acknowledged default on its various obligations, including creditors with whom

Blockchain.com has spoken.

As noted, it is also my understanding that Blockchain.com has attempted to reach out
to Messrs. Zhu and Davies (and other 3AC representatives), yet has been met largely
with silence. At no point has any 3AC representative attempted to engage with
Blockchain.com in good faith about these issues. Coupled with the rebuked efforts
of others, as chronicled above, this indicates, in my experience, that 3AC is unable to
meet its debt obligations. Copies of Blockchain.com’s varied outreach efforts appear

on pages 120 to 124.

Yet despite refusing meaningfully to engage with Blockchain.com or others about
3AC’s outstanding obligations, Messrs. Zhu and Davies have publicly stated that 3AC
is working with other creditors to resolve its debt, as shown in a 14 June 2022 Tweet
from Mr. Zhu and the previously-mentioned 17 June 2022 Wall Street Journal article,
appearing on pages 125, and 71 to 76. Voyager, which has demanded that 3AC
repay a combined total of roughly USD $650 million, has also publicly stated that it is
“in discussions with [3AC’s] advisors regarding the legal remedies available,” as

shown in the 22 June 2022 CoinDesk article appearing on pages 126 to 132.

12
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If such discussions are indeed taking place, Blockchain.com is not being included.
On information and belief, based on these contrary public representations, 3AC has
either publicly misrepresented the degree to which it is working with creditors, or has
chosen to cut certain creditors like Blockchain.com out of these discussions. In either
event, this causes me to believe that there is a material risk of the dissipation of 3AC’s

assets.

Many Creditors Are Now Seeking to Enforce Their Rights Against 3AC

40.

41.

42.

| also understand that many of 3AC’s creditors are now seeking to enforce their rights
to collect on 3AC’s outstanding debt obligations, increasing the risk that 3AC will

dissipate assets without consideration of Blockchain.com’s ability to recoup its losses.

As | have said, | understand that a large lender has likely already initiated arbitration
against 3AC to recover outstanding amounts owed. See Mohebbi Aff. § 6(c).
Moreover, as | have also said, Voyager has publicly announced that failure to pay will
constitute an event of default, and has further stated that it intends to pursue recovery
from 3AC if repayment is not made. The affidavit of Nima H. Mohebbi likewise states
that several other creditors have threatened to initiate arbitration against 3AC and are

actively seeking remedies against 3AC.

Apart from the arbitration, there is also at least one class action complaint asserting
securities law violations based on the sale of Luna and naming 3AC as a defendant.
A copy of the class action complaint in this case (Patterson v. Terraform Labs, Pte
Ltd. et al.) appears on pages 133 to 206. | believe 3AC’s insolvency will continue to
breed new lawsuits, which will likely increase the number of creditors claiming a right

to 3AC’s available assets.

3AC’s Principals’ Financial Circumstances

43.

Despite the fact that 3AC is in default of its obligations to several lenders (including
Blockchain.com), upon information and belief, | understand that 3AC’s directors and
co-founders—Messrs. Zhu and Davies—have continued to pay for and collect
extravagant assets. This concerns me, as it suggests that there is a risk 3AC’s assets

will be dissipated for personal use.

13
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For example, upon information and belief | understand that Messrs. Zhu and Davies
reportedly made a down payment on a USD $50 million yacht. | understand that the
yacht will be delivered sometime in the next two months in Italy, at which point the
remaining purchase price presumably will be due. It is also my understanding that
Mr. Davies intends this yacht to be larger than any yacht owned even by Singapore’s
richest billionaires. Further, | am aware that others in the crypto industry have
speculated that the yacht was purchased with borrowed funds, as shown by a 23
June 2022 article published by U.Today, a financial technology news outlet, which
appears on pages 207 to 209.

As another example, upon information and belief, | understand from a 17 December
2021 Business Times article that Mr. Zhu recently purchased a SGD $48.8 million
Good Class Bungalow, which, according to the article, is one of the most prestigious
forms of housing in Singapore. A copy of the 17 December 2021 Business Times
article appears on pages 210 to 215. | understand that property records indicate that
Mr. Zhu and his wife are joint tenants of the SGD $48.8 million property as of March
2022. A copy of these records appear at pages 216 to 221. From the Business Times
article, | also understand that the property is being held in trust for their three-year-

old son (ostensibly to be beyond the reach of creditors).

3AC May Take Steps to Offload llliquid Assets

46.

47.

Upon information and belief, | understand that Mr. Davies stated that all inbound
guestions about 3AC are being directed to 3AC’s counsel whom we have heard has
advised 3AC to “convert” any assets it has to Singapore dollars, and hold that amount
in a Singapore bank account, presumably in order to help shield those assets from
creditors. Relatedly, Blockchain.com has heard market commentary suggesting that
Messrs. Zhu and Davies are exploring various strategies to put assets beyond the

reach of their creditors.

It is also my understanding from various news reports that 3AC has already made

efforts to sell some of its illiquid assets to pay certain creditors.

(@) The Wall Street Journal article on 17 June 2022 indicates that 3AC admitted
that it is considering selling its illiquid assets to pay its existing debt, as shown

on pages 71 to 76.

14
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BLOCKCHAIN MASTER LOAN AGREEMENT

This Master Loan Agreement (“Agreement”) is made on this 13 day of June, 2019 (“Effective
Date”) by and between Three Arrows Capital Ltd (“Borrower™), a corporation organized and
existing under the laws of the British Virgin Islands with its principal place of business at 7
Temasek Boulevard #21-04, Singapore 038987 and Blockchain Access UK Ltd (“Blockchain
Access UK Ltd” or “Lender”) a corporation organized and existing under the laws of United
Kingdom, with its registered office at 3rd Floor 86-90 Paul Street London, UK EC2A 4NE.

RECITALS

WHEREAS, subject to the terms and conditions of this Agreement, Borrower may, from time to
time, seek to initiate a transaction pursuant to which Lender will lend U.S. Dollars or Digital
Currency to Borrower, and Borrower will return such U.S. Dollars or Digital Currency to Lender
upon the termination of the Loan; and

NOW THEREFORE, in consideration of the foregoing and other good and valuable
consideration, the receipt and sufficiency of which hereby acknowledged, the Borrower and the
Lender hereby agree as follows:

| Definitions

“Airdrop” means a distribution of a new token or tokens resulting from the ownership of a
preexisting token. For the purposes of Section IV, an “Applicable Airdrop” is an Airdrop for
which the distribution of new tokens can be definitively calculated according to its distribution
method, such as a pro rata distribution based on the amount of the relevant Digital Currency held
at a specified time. A “Non-Applicable Airdrop” is an Airdrop for which the distribution of new
tokens cannot be definitively calculated, such as a random distribution, a distribution to every
wallet of the relevant Digital Currency, or a distribution that depends on a wallet of the relevant
Digital Currency meeting a threshold requirement.

“Authorized Agent” has the meaning set forth in Exhibit A.
“Borrower” means Three Arrows Capital Ltd.

“Borrowed Amount” refers to the value of the Loaned Assets in U.S. dollars on the Loan
Effective Date.
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“Borrower Email” means operations@threearrowscap.com.

“Business Day” means a day on which Blockchain is open for business, following the New York
Stock Exchange calendar of holidays.

“Business Hours” means between the hours of 9:00 am to 5:00 pm New York time on a
Business Day.

“Call Option” means Lender has the option to demand immediate payment of a portion or the
entirety of the Loan Balance at any time, subject to this Agreement.

“Close of Business” means 5:00 pm New York time.
“Collateral” is defined as set forth in Section IV (a)
“Demand Loan” means a Loan without a Maturity Date where the Lender has a Call Option.

“Digital Currency” means Bitcoin (BTC), Bitcoin Cash (BCH), Ether (ETH), Ether Classic
(ETC), or Litecoin (LTC), or any digital currency that the Borrower and Lender agree upon.

“Digital Currency Address” means an identifier of 26-34 alphanumeric characters that
represents a digital identity or destination for a transfer of Digital Currency.

“Fixed Term Loan” means a Loan with a pre-determined Maturity Date, where Borrower does
not have a Prepayment Option and Lender does not have a Call Option.

“Hard Fork” means a permanent divergence in the block chain (e.g. when non-upgraded nodes
cannot validate blocks created by upgraded nodes that follow newer consensus rules, or an
airdrop or any other event which results in the creation of a new token).

“Lender” means Blockchain Access UK LTD.

“Loan” means a request for a loan or an actual loan of Digital Currency or U.S. Dollars made
pursuant to and in accordance with this Agreement and a Loan Term Sheet.

“Loan Balance” means the sum of all outstanding amounts of Loaned Asset, Loan Fees, Late
Fees, and any Earlier Termination Fee for a particular Loan.

“Loan Documents” means this Master Loan Agreement and any and all Loan Term Sheets
entered into between Lender and Borrower.

“Loan Effective Date” means the date upon which a Loan begins.

“Loan Fee” means the fee paid by Borrower to the Lender for the Loan.
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“Loan Term Sheet” means the agreement between Lender and Borrower on the particular terms
of an individual Loan, which shall be memorialized in an agreement as set forth in Exhibit B or
in a form approved by Lender comparable therewith.

“Loaned Assets” means any Digital Currency or U.S. Dollar amount transferred in a Loan
hereunder until such Digital Currency (or other Digital Currency, as agreed upon by both the
Borrower and Lender) or U.S. Dollar amount is transferred back to Lender hereunder. For
purposes of return of Loaned Digital Currency by Borrower or purchase or sale of Digital
Currencies pursuant to Section II, such term shall include Digital Currency of the same quantity
and type as the Digital Currency.

“Maturity Date” means the pre-determined future date upon which a Loan becomes due in full.

“Open Loan” means a Loan without a Maturity Date where Borrower has a Prepayment Option
and Lender has a Call Option.

“Prepayment Option” means the Borrower has the option to repay or return the Loaned Assets
prior to the Maturity Date, subject to this Agreement.

“Term” means the period from the Loan Effective Date through Termination Date.

“Term Loan with Call Option” means a Loan with a pre-determined Maturity Date where
Lender has a Call Option.

“Term Loan with Prepayment Option” means a Loan with a pre-determined Maturity Date
where Borrower has a Prepayment Option.

“Term Loan with Call and Prepayment Options” means a Loan with a pre-determined Maturity
Date where Borrower has a Prepayment Option and Lender has a Call Option.

“Termination Date” means the date upon which a Loan is terminated.

I1. General Loan Terms.

(a) Loans of Digital Currency or U.S. Dollars

Subject to the terms and conditions hereof, Borrower may, in its sole and absolute discretion,
request from the Lender a Loan to Borrower of a specified amount of Digital Currency or U.S.
Dollars, and Lender may, in its sole and absolute discretion, extend such Loan or decline to
extend such Loan on terms acceptable to Lender and as set forth in a corresponding Loan Term
Sheet.

(b) Loan Procedure

From time to time during the Term of this Agreement, during the hours of 9:00 am New York
time to 4:00 pm New York time on a Business Day (the “Request Day”), by email directed to
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macrina@blockchain.com (or such other address as Lender may specify in writing), an
Authorized Agent of Borrower may request from Lender a Loan of a specific amount of Digital
Currency or U.S. Dollars (a “Lending Request™). Provided Lender receives such Lending
Request prior to 3:00 pm New York time, Lender shall by email directed to Borrower Email (or
such other address as Lender may specify in writing) to inform Borrower whether Lender agrees
to make such a Loan. If Lender fails to provide Borrower with an acceptance as to a particular
Lending Request prior to Close of Business on the Request Day, such Lending Request shall be
deemed to have be denied by Lender.

As part of its Lending Request, Borrower shall provide the following proposed terms:

(1) Whether U.S. Dollars or Digital Currency, and if Digital Currency, the type of
Digital Currency;

(i1) the amount of Digital Currency or U.S. Dollars;

(ii1))  whether the Loan is to be a Fixed Term Loan, a Term Loan with Prepayment
Option, or an Open Loan;

(iv)  the Loan Effective Date;

(v) the Maturity Date (if a Fixed Term Loan or a Term Loan with Prepayment
Option).

If Lender agrees to make a Loan, Lender shall commence transmission to either (x) the
Borrower’s Digital Currency Address the amount of Digital Currency; or (y) Borrower’s bank
account by bank wire the amount of U.S. Dollars, as applicable, as such Digital Currency
Address or bank wire instruction is set forth in the Lending Request on or before Close of
Business on the Request Day.

The specific and final terms of a Loan shall be memorialized using the Loan Term Sheet. In the
event of a conflict of terms between this Master Loan Agreement and a Loan Term Sheet, the

terms in the Loan Term Sheet shall govern.

(c) Loan Repayment Procedure

(1) Loan Repayment

Unless otherwise specified in subsections (ii) and (iii) below, upon the earlier of the Maturity
Date, the Recall Delivery Day or the Redelivery Day (as defined below) for a Loan, Borrower
shall repay the entirety of the Loan Balance to Lender by Close of Business.

(i1) Call Option

For Loans in which the Lender has a Call Option (e.g. Open Loans, etc.), Lender may during
Business Hours (the “Recall Request Day”) demand repayment of a portion or the entirety of the
Loan Balance (the “Recall Amount™). Lender will notify Borrower of Lender’s exercising of
this right by email to Borrower’s Email. Borrower will then have until Close of Business on the
second Business Day after the Recall Request Day (the “Recall Delivery Day™) to deliver the
Recall Amount.
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In the event of a Call Option where Lender demands only a portion of the Loan Balance,
Borrower shall repay said portion of the Loan Balance on the Recall Day and the remaining
portion of the Loan Balance on the earlier of the Maturity Date or the subsequent Recall Delivery
Day.

(ii1)_Prepayment Option

For Loans in which Borrower has a Prepayment Option (e.g. Open Loans, Term Loans with
Prepayment Option, etc.), Borrower may notify Lender during Business Hours of Borrower’s
intent to return the Loan prior maturity or Lender’s exercising of its Call Option without being
subject to Early Termination Fees as set forth in Section III(d). Borrower shall provide said notice
at least two Business Days prior to the date on which the Borrower will repay all or a portion of
the Loan Balance (said later date, the “Redelivery Date™). Borrower’s exercising of its Prepayment
Option shall not relieve it of any of its obligations herein, including without limitation its payment
of owed Loan Fees and Late Fees.

In the event of a Prepayment Option where the Borrower repays only a portion of the Loan
Balance, Borrower shall repay said portion of the Loan Balance on the Redelivery Day and the
remaining portion of the Loan Balance on the earlier of the Maturity Date or subsequent Redelivery
Day.

(d) Termination of Loan

Loans will terminate upon the earlier of:

(1) the Maturity Date;

(i)  the repayment of the Loan Balance by Borrower prior to the Maturity Date;

(iii))  Upon an Event of Default as defined in Section VII; however, Lender shall have
the right in its sole discretion to suspend the termination of a Loan under this
subsection (iii) and reinstitute the Loan. In the event of reinstitution of the Loan
pursuant to the proceeding sentence, Lender does not waive its right to terminate

the Loan hereunder.

Nothing in the forgoing shall cause, limit, or otherwise affect the Term and termination of this
Agreement except as specified in Section VIIIL.

II1. Loan Fees and Transaction Fees.

(a) Loan Fee

Unless otherwise agreed, Borrower agrees to pay Lender a Loan Fee on each Loan.

When a Loan is executed, the Borrower will be responsible to pay the Loan Fee as agreed to
herein and in the relevant Loan Term Sheet, annualized and subject to change if thereafter agreed
by Borrower and Lender. Except as Borrower and Lender may otherwise agree, Loan Fees shall

5
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accrue from and include the date on which the Loaned Assets are transferred to Borrower to the
date on which such Loaned Assets are repaid in their entirety to Lender.

Lender shall calculate any Loan Fees owed on a daily basis and provide Borrower with the
calculation upon request. The Loan Fee will be calculated off all outstanding portions of the
Loaned Assets.

(b) Late Fee

For each Calendar Day in excess of the Maturity Date or the Recall Delivery Day (whichever is
applicable) in which Borrower has not returned the entirety of the Loaned Assets or failed to
timely pay any outstanding Loan Fee in accordance with section III(c), Borrower shall incur an
additional fee (the “Late Fee”) of a 10% (annualized, calculated daily) increase on top of the
Loan Fee.

(c) Payment of Loan Fees and Late Fees

Unless otherwise agreed, any Loan Fee or Late Fees payable hereunder shall be paid by
Borrower upon the earlier of (i) five (5) Business Days after receipt of an invoice from Lender or
(ii) the termination of all Loans hereunder (the “Payment Due Date™). An invoice for Loan Fees
and any Late Fees (the “Invoice Amount™) shall be sent out on the first Business Day of the
month and shall include any Loan Fees, Late Fees, and Early Termination Fees incurred during
the previous month. Borrower shall have up to five Business Days from sending of said Invoice
to pay the Invoice Amount. Failure of Lender to timely send an invoice in accordance with the
preceding sentence shall not relieve Borrower of its obligation to pay any Loan Fees, Late Fees,
and Early Termination Fees owed herein nor negate any Event of Default resulting from
Borrower’s failure to timely pay such fees. The Loan Fee, Late Fees, and Early Termination
Fees shall be payable, unless otherwise agreed by the Borrower and Lender, in the same asset
that was Borrowed, whether U.S. Dollars or Digital Currency on the same blockchain and of the
same type that was loaned by the Lender during the Loan.

Notwithstanding the foregoing, in all cases, all Loan Fees, Late Fees, and Early Termination
Fees shall be payable by Borrower immediately upon the occurrence of an Event of Default
hereunder by Borrower.

(d) Early Termination Fees

For Fixed Term Loans and Term Loans with Call Options, if Borrower returns the Loaned Assets
prior to the Maturity Date, Borrower shall pay to Lender an “Early Termination Fee” equal to
thirty percent (30%) of the Loan Fee that would have accrued from the date of the repayment
until the Maturity Date of the Loan. The Early Termination Fee is due with the repayment of the
Loaned Assets. The Early Termination Fee shall not apply if Borrower returns the Loaned
Assets to Lender in the event of a Hard Fork (as defined in Section IV) for the purposes of
allowing Lender to split the tokens in accordance with Section V.

(e) Taxes and Fees
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All transfer or other taxes or third party fees payable with respect to the transfer, repayment,
and/or return of any Loaned Assets or Collateral hereunder shall be paid by Borrower.

IV. Collateral Requirements

(a) Collateral

Unless otherwise agreed by the Parties, or modified as set forth below, Borrower shall provide as
collateral an amount of U.S. Dollars, Bitcoin or Ether (such choice at the sole discretion of
Lender), to be determined and agreed upon by the Borrower and Lender (“Collateral) and
memorialized using the Loan Term Sheet. The Collateral will be calculated as a percentage of
the value of the Loaned Assets, such value determined by a spot rate agreed upon in the Loan
Term Sheet. Borrower shall, prior to or concurrently with the transfer of the Loaned Assets to
Borrower, but in no case later than the Close of Business on the day of such transfer, transfer to
Lender the agreed upon Collateral.

Collateral shall always be valued in U.S. Dollars, but Borrower may, if mutually agreed by both
parties, provide the Collateral (in whole or in part) to Lender in Bitcoin or Ether in an amount
equal to the value of the Collateral in U.S. Dollars at a spot rate determined mutually agreed to
by both parties. For the avoidance of doubt, upon the repayment of the Loaned Assets at the
termination of a Loan, Lender shall return to Borrower the same amount and type of Collateral
that was deposited, net of any Additional Collateral or Margin Call adjustments (as defined
below in paragraph (b)). If a Hard Fork in the Bitcoin or Ether blockchain meeting the criteria in
Section V occurs while Lender is holding Bitcoin or Ether as Collateral, Lender shall return the
New Tokens (as defined in Section V) to Borrower in addition to the Collateral and Additional
Collateral. If a Hard Fork occurs that does not meet the criteria in Section V, Lender shall have
no obligation to return any New Tokens to Borrower.

The Collateral transferred by Borrower to Lender, as adjusted herein, shall be security for
Borrower’s obligations in respect of such Loan and for any other obligations of Borrower to
Lender hereunder. Borrower hereby pledges with, assigns to, and grants Lender a continuing
first priority security interest in, and a lien upon, the Collateral, which shall attach upon the
transfer of the Loaned Assets by Lender to Borrower and which shall cease upon the transfer of
the return of the Loaned Assets by Borrower to Lender. In addition to the rights and remedies
given to Lender hereunder, Lender shall have all the rights and remedies of a secured party under
the UCC. Lender shall be entitled to use the Collateral to conduct its digital currency lending
and borrowing business, including transferring the Collateral to other parties.

(b) Loan and Collateral Transfer

If Lender transfers Loaned Assets to Borrower and Borrower does not transfer Collateral to
Lender as provided in Section IV(a), Lender shall have the absolute right to the return of the
Loaned Assets; and if Borrower transfers Collateral to Lender, as provided in Section IV(a), and
Lender does not transfer the Loaned Assets to Borrower, Borrower shall have the absolute right
to the return of the Collateral.
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(c) Margin Calls

If during the Term of a Loan the value of the Collateral, using the current spot rate as indicated on
Blockchain.com, as a percentage of the “Amount of Asset” specified on the Loan Term Sheet falls
below the “Margin Call Level” on the Loan Term Sheet, Lender shall have the right to require
Borrower to contribute additional Collateral, as valued in U.S. Dollar only (unless mutually agreed
to by both parties), provide such additional Collateral (in whole or in part) in Bitcoin or Ether in
an amount equal to the value of the Collateral in U.S. Dollars at a spot rate mutually agreed to by
both Parties, so that the Collateral value as a percentage of the “Amount of Asset” is equal to the
“Collateral Level” as indicated on the Loan Term Sheet (the “Additional Collateral™). In the event
the Loaned Assets decreases below the original Borrowed Amount, Lender may, at its sole
discretion, return a portion of the Collateral in an amount determined by Lender; however, in such
an event, Lender reserves its rights under this Section IV to request Borrower to contribute
collateral up to the original amount of Collateral and also Additional Collateral if required.

If Lender requires Borrower to contribute Additional Collateral, it shall send an email
notification (the “First Notification™) to the Borrower at the email address indicated in Section
XIV (or such other address as the parties shall agree to in writing) that sets forth: (i) the Margin
Call Spot Rate and (ii) the amount of Additional Collateral required based on the Margin Call
Spot Rate. Borrower shall have twelve (12) hours from the time Lender sends such First
Notification to (x) respond and send payment to Lender in accordance with subsection (c) below,
or (y) respond that the spot rate as indicated on Blockchain.com has changed sufficiently such
that it is no longer at or above the Margin Call Spot Rate. If Lender agrees by email that
Borrower’s response according to (y) above is correct, then no other action is required by
Borrower. If Lender fails to agree by email with Borrower’s response in accordance with (y) by
Close of Business that same day, such shall be deemed as Lender’s rejection of Borrower’s
response and a re-statement of Lender’s demand for Borrower to contribute Additional
Collateral.

If Borrower fails to respond to the First Notification within twelve hours, or Lender rejects
Borrower’s response pursuant to (y) above, whether affirmatively by email or by non-reply as set
forth above, and the spot rate of the Loaned Assets is still at least at the Margin Call Spot Rate,
Lender shall send a second email notification (the “Second Notification™) repeating the
information in (i) and (ii) in the paragraph above. Borrower shall have six (6) hours from the time
Lender sends the Second Notification to respond according to (x) or (y) above, and Lender has the
right to accept or reject Borrower’s response as stated above. Failure by Borrower to respond to
either the First Notification or the Second Notification, shall give Lender the option to declare an
Event of Default under Section VIII below.

(d) Payment of Additional Collateral

Payment of the Additional Collateral shall be made by bank wire to the account specified in the
Loan Term Sheet, or to the Digital Currency Address specified in the Loan Term Sheet, as
applicable; or by a return of the amount of Loaned Assets necessary to make the USD Collateral
percentage indicated in the Loan Term Sheet correct based on the Margin Call Spot Rate. For any
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return of Loaned Assets made in accordance with this Section, Borrower is still responsible for
payment of any Early Termination Fees that apply to the particular Loan.

(e) Return of Collateral

Upon Borrower’s repayment of the Loan and acceptance by Lender of the Loaned Assets into
Lender’s Digital Currency Address or bank account, with such delivery being confirmed on the
relevant Digital Currency blockchain ten times (if applicable), Lender shall initiate the return of
Collateral within five Business Days to a bank account designated by Borrower or, where Digital
Currency is Collateral, into an applicable Digital Currency account on the behalf of Borrower.

V. Hard Fork
(a) Notification

In the event of a public announcement of a future Hard Fork or an Airdrop in the blockchain for
any Loaned Digital Currency, Lender shall provide email notification to Borrower.

(b) No Immediate Termination of L.oans Due to Hard Fork

In the event of a Hard Fork in the blockchain for any Loaned Assets or an Airdrop, any
outstanding Loans will not be immediately terminated. Borrower and Lender may agree,
regardless of Loan type, for Lender to manage the Hard Fork on the behalf of Borrower through
Borrower returning the Loaned Assets to Lender two business days prior to the scheduled Hard
Fork or Airdrop. Lender shall not be obligated to return any Collateral to the Borrower during
the period in which Lender manages the Loaned Assets on the behalf of Borrower. Lender shall
fork the Loaned Assets and following the Hard Fork shall return to Borrower the Loaned Assets
but not the New Tokens (as defined below). For any whole days in which Lender manages the
Loan Digital Currency pursuant to this section, the Loan Fee for those days shall not accrue.
Nothing herein shall relieve, waive, or otherwise satisfy Borrower’s obligations hereunder,
including without limitation, the return of the Loaned Assets at the termination of the Loan and
payment of accrued Loan Fees, which includes the per diem amounts for days on which
Borrower transfers Digital Currency to Lender and Lender transfers said Digital Currency back
to Borrower pursuant to this section.

(c) Lender’s Right to New Tokens

Lender will receive the benefit and ownership of any incremental tokens generated as a result of
a Hard Fork in the Digital Currency protocol or an Applicable Airdrop (the “New Tokens”) if
any two of the following four conditions are met:

e Hash Power: the average hash power mining the New Token on the 30th day following
the occurrence of the Hard Fork or Applicable Airdrop (calculated as a 30-day average on
such date) is at least 5% of the hash power mining the Loaned Assets on the day
preceding the Hard Fork or Applicable Airdrop (calculated as a 3-day average of the 3
days preceding the Hard Fork).
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e Market Capitalization: the average market capitalization of the New Token (defined as
the total value of all New Tokens) on the 30th day following the occurrence the Hard
Fork or Applicable Airdrop (calculated as a 30-day average on such date) is at least 5%
of the average market capitalization of the Loaned Assets (defined as the total value of
the Loaned Assets) (calculated as a 30-day average on such date).

e 24-Hour Trading Volume: the average 24-hour trading volume of the New Token on the
30th day following the occurrence the Hard Fork or Applicable Airdrop (calculated as a
30-day average on such date) is at least 1% of the average 24-hour trading volume of the
Loaned Assets (calculated as a 30-day average on such date).

o Wallet Compatibility: the New Token is supported by either BitGo wallets or Ledger
wallets within 30 days of the Hard Fork or Applicable Airdrop.

For the above calculations, the source for the relevant data on the Digital Currency hash power,
market capitalization, and 24-Hour trading volume will be blockchain.com (or, if blockchain.info
does not provide the required information, bitinfocharts.com, and if neither provides the required
information, the parties shall discuss in good faith to mutually agree upon another data source)
and the source for the hash power of the New Token will be bitinfocharts.com (or, if
bitinfocharts.com does not provide the required information, the parties shall discuss in good
faith to mutually agree upon another data source prior to the 30-day mark of the creation of the
New Token).

If the Hard Fork or Applicable Airdrop meets the criteria above, Borrower will have up to 60
days from the Hard Fork or Applicable Airdrop to transfer the New Tokens to Lender. If
sending the New Tokens to Lender is prohibitively burdensome, upon Lender’s agreement with
Borrower, Borrower can reimburse Lender for the value of the New Tokens with any
combination of a one-time payment in the same Loan Digital Currency transferred as a part of
the Loan reflecting the amount of the New Tokens owed using the agreed upon spot rate at the
time of said repayment or returning the borrowed Digital Currency so that Lender can manage
the split of the underlying digital tokens as described in subsection (b) above. Alternatively,
subject to Lender’s written agreement, the parties may agree to other methods of making Lender
whole for Borrower’s failure to transfer New Tokens to Lender. In all cases, Borrower will be
solely responsible for payment of additional costs incurred by such transfer methods, including
but not limited to technical costs, third party fees, and tax obligations for the transaction,
including but not limited to a tax gross-up payment. For the avoidance of doubt, if Borrower
returns a Loan to Lender prior to the 30™ day following a Hard Fork, Borrower’s obligations
under this Section V shall continue for any New Tokens that meet the criteria in this subsection
(c) for such Loan on the 30™ day following the Hard Fork. Lender’s rights to New Tokens as set
forth in this Section shall survive the termination of the relevant Loan, return of the Loaned
Assets, and termination of this Agreement.

VI. Representations and Warranties.

The parties to this Agreement hereby make the following representations and warranties, which
shall continue during the term of this Agreement and any Loan hereunder:

10
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(a) Each party hereto represents and warrants that (a) it has the power to execute and deliver
this Agreement, to enter into the Loans contemplated hereby and to perform its
obligations hereunder, (b) it has taken all necessary action to authorize such execution,
delivery and performance, and (c) this Agreement constitutes a legal, valid, and binding
obligation enforceable against it in accordance with its terms.

(b) Each party hereto represents and warrants that it has not relied on the other for any tax or
accounting advice concerning this Agreement and that it has made its own determination
as to the tax and accounting treatment of any Loan, any Digital Currency, Collateral, or
funds received or provided hereunder.

(c) Each party hereto represents and warrants that it is acting for its own account.

(d) Each party hereto represents and warrants that it is a sophisticated party and fully familiar
with the inherent risks involved in the transaction contemplated in this Agreement,
including, without limitation, risk of new financial regulatory requirements, potential loss
of money and risks due to volatility of the price of the Loaned Assets, and voluntarily
takes full responsibility for any risk to that effect.

(e) Each party represents and warrants that it is not insolvent and is not subject to any
bankruptcy or insolvency proceedings under any applicable laws

(f) Each party represents and warrants there is no proceedings pending or, to its knowledge,
threatened, which could reasonably be anticipated to have any adverse effect on the
transactions contemplated by this Agreement or the accuracy of the representations and
warranties hereunder or thereunder.

(g) Each party represents and warrants that to its knowledge the transactions contemplated in
this Agreement are not prohibited by law or other authority in the jurisdiction of its place
of incorporation, place of principal office, or residence and that it has necessary licenses
and registrations to operate in the manner contemplated in this Agreement.

(h) Lender represents and warrants that it has, or will have at the time of transfer of any
Assets, the right to transfer such Loaned Assets subject to the terms and conditions
hereof, and that it owns the Loaned Assets, free and clear of all liens.

(1) Borrower represents and warrants that it has, or will have at the time of transfer of any
Loaned Assets, the right to transfer such Loaned Assets subject to the terms and
conditions hereof, and, free and clear of all liens and encumbrances other than those
arising under this Agreement.

(j) Borrower represents and warrants that it has, or will have at the time of transfer of any
Collateral, the right to grant a first priority security interest in said Collateral subject to

the terms and conditions hereof.

VII. Covenants

11
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Promptly upon (and in any event within seven (7) Business Days after) the execution of this
Agreement, Borrower shall furnish Lender with Borrower’s most recent annual and (if
applicable) quarterly financial statements and any other financial statements mutually agreed
upon by Borrower and Lender. For each successive year, Borrower shall also furnish Lender
with Borrower’s future annual financial statements by Borrower’s fiscal year end or within seven
(7) Business Days thereof.

VIII. Default

It is further understood that any of the following events shall constitute an event of default
hereunder, and shall be herein referred to as an “Event of Default” or “Events of Default™:

(a) the failure of the Borrower to return any and all Loaned Assets upon termination of the
Loan;

(b) the failure of Borrower to pay any and all Loan Fees, Late Fees, or Early Termination
Fees when due hereunder; however, Borrower shall have ten days to cure such default;

(c) the failure of either party to transfer Collateral or Additional Collateral as required by
Section IV;

(d) a material default in the performance of any of the other agreements, conditions,
covenants, provisions or stipulations contained in this Agreement, including without
limitation a failure by Borrower to abide by its obligations in Section III or IV of this
Agreement and Borrower’s failure to cure said material default within ten days;

(e) any Event of Default (as such term is defined each applicable Loan Term Sheets) shall
occur and shall be continuing beyond any applicable grace periods under such Loan Term
Sheets;

(f) any bankruptcy, insolvency, reorganization or liquidation proceedings or other
proceedings for the relief of debtors or dissolution proceedings shall be instituted by or
against the Borrower and shall not be dismissed within thirty (30) days of their initiation;

(g) any event or circumstance occurs or exists that is a material adverse effect on the
business, operations, prospects, property, assets, liabilities or financial condition of, such
party, taken as a whole, or a material adverse effect on the ability of Borrower to perform
its obligations under the Loan Documents, including but not limited to the ability to
return, transfer, repay, or pay any and all Loaned Assets, Loan Fees, and Late Fees.

(h) any representation or warranty made in any of the Loan Documents proves to be incorrect
or untrue in any material respect as of the date of making or deemed making thereof;

(1) either party notifies the other of its inability to or its intention not to perform its

obligations hereunder or otherwise disaffirms, rejects, or repudiates any of its obligations
hereunder; or

12
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Each party shall give the other prompt written notice upon learning of any Event of Default by
the other party under this Agreement and an opportunity to cure the Event of Default. This Cure
Period means a period commencing on the date Borrower or Lender receives from the other
written notice of an Event of Default hereunder and continuing until five (5) business days after
receipt of such written notice; provided, however, that if the Event of Default is non-monetary
and cannot reasonably be cured within such period, then the party providing notice of an Event
of Default shall not unreasonably withhold additional time for the party in default to cure such
Event of Default.

IX. Remedies

(a) Upon the occurrence and during the continuation of any Event of Default, the Lender
may, at its option: (1) declare the entire Loan Balance outstanding for any Loan
hereunder immediately due and payable; (2) terminate this Agreement and any Loan
upon notice to Borrower; (3) transfer any Collateral from the collateral account to
Lender’s operating account necessary for the payment of any liability or obligation or
indebtedness created by this Agreement, including but not limited to using the Collateral
to purchase the relevant Digital Currency to replenish Lender’s supply of the relevant
Digital Currency or selling any Collateral in a relevant market for such Digital Currency;
(4) purchase on Lender’s own account a like amount of Loaned Assets in a relevant
market for such Digital Currency; (5) exercise its rights under Section IX herein; and (6)
exercise all other rights and remedies available to the Lender hereunder, under applicable
law, or in equity; provided, that upon any Event of Default pursuant to Section VIII the
Borrowed Amount and the amount of any Borrowing Fee then outstanding hereunder
shall automatically become and be immediately due and payable.

(b) On the occurrence of any Event of Default under Sections VIII(e) or (f), this Agreement
and all Loans made pursuant to this Agreement shall be terminated immediately and
become due and payable.

(c) In the event that the purchase price of any replacement Digital Currency pursuant to
subsections (a)(3) & (a)(4) above exceeds the amount of the Collateral, Borrower shall be
liable to Lender for the amount of such excess together with interest thereon as specific in
the Term Sheet. As security for Borrower’s obligation to pay such excess, Lender shall
have, and Borrower hereby grants, a security interest in any property of Borrower then
held by or for Lender and a right of setoff with respect to such property and any other
amount payable by Lender to Borrower. The purchase price of replacement Digital
Currency purchased under this Section shall include, and the proceeds of any sale of
Collateral shall be determined after deduction of, broker’s fees and commissions and all
other reasonable costs, fees and expense related to such purchase or sale (as the case may
be). In the event Lender exercises its rights under this Section, Lender may elect in its
sole discretion, in lieu of purchasing all or a portion of the replacement Digital
Currencies or selling all or a portion of the Collateral, to be deemed to have made,
respectively, such purchase of replacement Digital Currencies or sale of Collateral for an
amount equal to the price therefor on the date of such exercise obtained from a generally
recognized source.

13
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(d) To the extent that the Loans are now or hereafter secured by property other than the
Collateral, or by the guarantee, endorsement or property of any other person, then Lender
shall have the right in its sole discretion to determine which rights, security, liens,
security interests or remedies Lender shall at any time pursue, relinquish, subordinate,
modify or take any other action with respect thereto, without in any way modifying or
affecting any of them or any of Lender’s rights hereunder.

(e) In connection with the exercise of its remedies pursuant to this Section IX, Lender may
(1) exchange, enforce, waive or release any portion of the Collateral or Loans in favor of
the Lender or relating to any other security for the Loans; (ii) apply such Collateral or
security and direct the order or manner of sale thereof as the Lender may, from time to
time, determine; and (iii) settle, compromise, collect or otherwise liquidate any such
Collateral or security in any manner following the occurrence of an Event of Default,
without affecting or impairing the Lender's right to take any other further action with
respect to any Collateral or security or any part thereof.

(f) In addition to its rights hereunder, the non-defaulting party shall have any rights
otherwise available to it under any other agreement or applicable law.

X. Rights and Remedies Cumulative.

No delay or omission by the Lender in exercising any right or remedy hereunder shall operate as
a waiver of the future exercise of that right or remedy or of any other rights or remedies
hereunder. All rights of the Lender stated herein are cumulative and in addition to all other
rights provided by law, in equity.

XI.  Survival of Rights and Remedies

All remedies hereunder and all obligations with respect to any Loan shall survive the termination
of the relevant Loan, return of Loaned Assets or Collateral, and termination of this Agreement.

XII. Collection Costs.

In the event Borrower fails to pay any amounts due or to return any Digital Currency or upon the
occurrence of any Event of Default in Section VIII hereunder, Borrower shall, upon demand, pay
to Lender all reasonable costs and expenses, including without limitation, reasonable attorneys’
fees and court costs, broker fees, and technology costs incurred by the Lender in connection with
the enforcement of its rights hereunder.

XIII. Governing Law: Dispute Resolution.

This Agreement is governed by, and shall be construed and enforced under, the laws of the State
of New York without regard to any choice or conflict of laws rules. If a dispute arises out of or
relates to this Agreement, or the breach thereof, and if said dispute cannot be settled through
negotiation it shall be finally resolved by arbitration administered in the County of New York,
State of New York by the American Arbitration Association under its Commercial Arbitration
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Rules, or such other applicable arbitration body as required by law or regulation, and judgment
upon the award rendered by the arbitrators may be entered in any court having jurisdiction. The
parties agree to waive their rights to a jury trial. If any proceeding is brought for the
enforcement of this Agreement, then the successful or prevailing party shall be entitled to
recover attorneys’ fees and other costs incurred in such proceeding in addition to any other relief
to which it may be entitled.

XIV. Notices.

Unless otherwise provided in this Agreement, all notices or demands relating to this Agreement
shall be in writing and shall be personally delivered or sent by Express or certified mail (postage
prepaid, return receipt requested), overnight courier, electronic mail (at such email addresses as a
party may designate in accordance herewith), or to the respective address set forth below:

Lender:

Blockchain Access UK Ltd

3rd Floor 86-90 Paul Street
London, UK EC2A 4NE

Attn: Macrina Kgil

Email: macrina@blockchain.com

Borrower:

Attn: Three Arrows Capital Ltd
Email: operations@threearrowscap.com

Either party may change its address by giving the other party written notice of its new address as
herein provided.

XV. DModifications.

All modifications or amendments to this Agreement shall be effective only when reduced to
writing and signed by both parties hereto.

XVI. Single Agreement

Borrower and Lender acknowledge that and have entered into this Agreement in reliance on the
fact that, all Loans hereunder constitute a single business and contractual relationship and have
been entered into in consideration of each other. Accordingly, Borrower and Lender hereby
agree that payments, deliveries, and other transfers made by either of them in respect of any
Loan shall be deemed to have been made in consideration of payments, deliveries, and other
transfers in respect of any other Loan hereunder, and the obligations to make any such payments,
deliveries and other transfers may be applied against each other and netted. In addition,
Borrower and Lender acknowledge that, and have entered into this Agreement in reliance on the
fact that, all Loans hereunder have been entered into in consideration of each other.
Accordingly, Borrower and Lender hereby agree that (a) each shall perform all of its obligations
in respect of each Loan hereunder, and that a default in the performance of any such obligation
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by Borrower or by Lender (the “Defaulting Party”) in any Loan hereunder shall constitute a
default by the Defaulting Party under all such Loans hereunder, and (b) the non-defaulting party
shall be entitled to set off claims and apply property held by it in respect of any Loan hereunder
against obligations owing to it in respect of any other Loan with the Defaulting Party.

XVII. Entire Agreement.

This Agreement, each exhibit referenced herein, and all Loan Term Sheets constitute the entire
Agreement among the parties with respect to the subject matter hereof and supersedes any prior
negotiations, understandings and agreements. Nothing in this Section XVII shall be construed to
conflict with or negate Section XVI above.

XVIII. Successors and Assigns.

This Agreement shall bind and inure to the benefit of the respective successors and assigns of
each of the parties; provided, that Borrower may not assign this Agreement or any rights or
duties hereunder without the prior written consent of the other party (such consent to not be
unreasonably withheld). Lender may assign this Agreement or any rights or duties hereunder
upon notice to Borrower. Notwithstanding the foregoing, in the event of a change of control of
Lender or Borrower, prior written consent shall not be required so such party provides the other
party with written notice prior to the consummation of such change of control. For purposes of
the foregoing, a “change of control” shall mean a transaction or series of related transactions in
which a person or entity, or a group of affiliated (or otherwise related) persons or entities
acquires from stockholders of the party shares representing more than fifty percent (50%) of the
outstanding voting stock of such party.

XIX. Severability of Provisions.

Each provision of this Agreement shall be severable from every other provision of this
Agreement for the purpose of determining the legal enforceability of any specific provision.

XX. Counterpart Execution.

This Agreement may be executed in any number of counterparts and by different parties on
separate counterparts, each of which, when executed and delivered, shall be deemed to be an
original, and all of which, when taken together, shall constitute but one and the same Agreement.
Delivery of an executed counterpart of this Agreement by email or other electronic method of
transmission shall be equally as effective as delivery of an original executed counterpart of this
Agreement. Any party delivering an executed counterpart of this Agreement by email or other
electronic method of transmission also shall deliver an original executed counterpart of this
Agreement but the failure to deliver an original executed counterpart shall not affect the validity,
enforceability, and binding effect of this Agreement.

XXI. Relationship of Parties.

Nothing contained in this Agreement shall be deemed or construed by the parties, or by any third
party, to create the relationship of partnership or joint venture between the parties hereto, it being
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understood and agreed that no provision contained herein shall be deemed to create any
relationship between the parties hereto other than the relationship of Borrower and Lender.

XXII. No Waiver.

The failure of or delay by Lender to enforce an obligation or exercise a right or remedy under
any provision of this Agreement or to exercise any election in this Agreement shall not be
construed as a waiver of such provision, and the waiver of a particular obligation in one
circumstance will not prevent Lender from subsequently requiring compliance with the
obligation or exercising the right or remedy in the future. No waiver or modification by either
party of any provision of this Agreement shall be deemed to have been made unless expressed in
writing and signed by both parties.

XXIII. Indemnification.

Borrower shall indemnify and hold harmless Lender from and against any and all claims,
demands, losses, expenses and liabilities of any and every nature (including attorneys’ fees of an
attorney of Lender’s choosing to defend against any such claims, demands, losses, expenses and
liabilities) that Lender may sustain or incur or that may be asserted against Lender arising out of
Lender’s lending of Digital Currency to Borrower under this Agreement, except for any and all
claims, demands, losses, expenses and liabilities arising out of or relating to Lender’s bad faith,
gross negligence or willful misconduct in the performance of its duties under this Agreement.
This indemnity shall be a continuing obligation of Borrower, its successors and assigns,
notwithstanding the termination of this Agreement.

XXIV.Term and Termination.

The Term of this Agreement shall commence on the date hereof for a period of one year, and
shall automatically renew for successive one-year terms annually, unless either party provides
notice of a desire to terminate the contract no less than ten (10) days prior to the end of such one-
year period. The foregoing notwithstanding, this Agreement may be terminated as set forth in
Section VIII or upon 30 days’ notice by either party to the other.

In the event of a termination of this Agreement, any Loaned Assets shall be redelivered
immediately and any fees owed shall be payable immediately.

XXYV. Miscellaneous.

Whenever used herein, the singular number shall include the plural, the plural the singular, and
the use of the masculine, feminine, or neuter gender shall include all genders where necessary
and appropriate. This Agreement is solely for the benefit of the parties hereto and their
respective successors and assigns, and no other Person shall have any right, benefit, priority or
interest under, or because of the existence of, this Agreement. The section headings are for
convenience only and shall not affect the interpretation or construction of this Agreement. The
Parties acknowledge that the Agreement and any Lending Request are the result of negotiation
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between the Parties which are represented by sophisticated counsel and therefore none of the
Agreement’s provisions will be construed against the drafter.

18
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and delivered
as of the date first above written.

BORROWER:
Three Arrows Capital Ltd
By:

Name: Kyle- Livingston Davies
Title: Chairman

LENDER:

Blockchain Access UK Ltd.

Macrina Kgil (Jun 14, 2019)
By:
Name: Macrina Kgil
Title: Chief Financial Officer

19
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EXHIBIT A

Authorized Agents. The following are authorized to deliver Lending Requests on behalf of
Borrower in accordance with Section II hereof:

Name: Ningxin Zhang
Email: operations@threearrowscap.com

Name: Wilson Pau
Email: operations@threearrowscap.com

Borrower may change its Authorized Agents by notice given to Lender as provided herein.

20
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EXHIBIT B
LOAN TERM SHEET
This loan agreement dated [DATE OF TERM SHEET] between Blockchain Access UK Ltd
(“Lender”) and [ ] (“Borrower™) incorporates all of the terms of the Master Digital
Currency Loan Agreement between Lender and Borrower on [DATE OF MASTER
AGREEMENT] and the following specific terms:
Lender: Blockchain Access UK Ltd

Borrower:

Borrowed Asset Type:

Amount of Borrowed Asset:

Borrow Fee:

Loan Type: Fixed

Loan Term: 12 months

Collateral: % of Loan Value
Margin Call Level: % ofLoan Value

USD Collateral Wiring Instructions:

Receiving Bank Routing Number: ||| |Gz

Receiving Bank Name: Silvergate Bank

Receiving Bank Address: 4250 Executive Square, Suite 300, La Jolla, CA 92037
Beneficiary Name: Blockchain Access UK Ltd.

Beneficiary Address: [ ]
Beneficiary Account Number: [ ]
[ ] Blockchain Access UK Ltd
By: By:
Name: Name:
Title: Title:
21
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LOAN TERM SHEET

This loan agreement dated 14-June-2019 between Blockchain Access UK Ltd (“Lender”) and
Three Arrows Capital Limited (“Borrower”) incorporates all of the terms of the Master Digital
Currency Loan Agreement between Lender and Borrower on 14 June 2019 and the following
specific terms:

Lender: Blockchain Access UK Ltd
Borrower: Three Arrows Capital Ltd
Loaned Asset Type: BTC

Amount of Loaned Asset: [

Loan Fee: 7%

Loan Type: Fixed

Loan Term: 3 months

Collateral Level 30%

Collateral Type: USD

Collateral Amount: $300,000

Margin Call Level: 90%

Loan Effective Date: 14 June 2019

Loan Maturity Date: 16 September 2019

Loaned Asset Delivery BTC Address:
3BMXUSJImHxgPHSMTRXE7cHSRUyrxr9g1q

USD Collateral Wiring Instructions:

Receiving Bank Routing Number: ||| | |

Receiving Bank Name: Silvergate Bank

Receiving Bank Address: 4250 Executive Square, Suite 300, La Jolla, CA 92037
Beneficiary Name: Blockchain Access UK Ltd.

Beneficiary Address: 86-90 Paul St F1 3, London, UK EC2A 4NE

Beneficiary Account Number: ||| | | | |

Three Arrows Capital Ltd

By:
Name: Kyle Livingston Davies
Title: Chairman

Blockchain Access UK Ltd

/W fhr

By: Macrina Kgil (Jun 14, 2019)

Name: Macrina Kgil
Title: CFO
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AUM Letter PRIVATE & CONFIDENTAL

Three Arrows Capital Ltd. (the “Company”)

13-May-2022

To Whom It May Concern,

We confirm the following for Three Arrows Capital Ltd as at 13-May-2022 in millions of USD.

NAV 2,387

On behalf of Three Arrows Capital Ltd:

Kyle Davies
Director

Three Arrows Capital Ltd
Company Registration No. 1710531
www.threearrowscap.com
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Three Arrows Capital reportedly facing
insolvency, crypto bubble is bursting

June 15,2022 12:09 GMT | By Ekta Mourya

e Three Arrows Capital currently faces potential insolvency after being liquidated by
its lenders.

¢ The firm has backed projects like Avalanche, Polkadot, and Ethereum with double-
digit declines over the past month.

e Zhu assures the crypto community that Three Arrows Capital is committed to

working it out.

UPDATE: Three Arrows Capital, one of the biggest cryptocurrency hedge funds in the world,
is triggering more risk-averse headlines on Wednesday, causing the entire cryptocurrency to
keep falling with it. 3AC, founded by classmates Zhu Su and Kyle Davies, is trying to keep
afloat after cryptocurrency website The Block reported it might face insolvency, citing close
sources. Among the heavy losses from highly leveraged positions the hedge fund is
incurring, one of the most notable and the initial cause of what seems to be a generational
market wipeout were positions in Terra's LUNA — now turned into Luna Classic (LUNC) -
which went from almost S600 million value to being almost currently worthless. Despite Zhu

Su tweeting out that they are "fully committed to working this out’, the heavy 3AC trouble is



one more step (after the Terraform Labs and Celsius Network flascos) in the proceslsgfl
what looks like the explosion of a crypto bubble, which might give room for a new era of this

still young financial ecosystem.

Omkar Godbole y
@godbole17 - Follow

8K #ETH liquidated from address supposedly owned by 3AC
(caution: onchain analytics has its own limitations)

0x716034C25D9Fb4b38c837aFe417B7f2b9af3EQAE
1:25 AM - Jun 15, 2022 ©)

O 10 O Reply Ty Share

Read 1 reply

Three Arrows Capital, considered the world's most successful crypto hedge fund, was
considered notorious for pushing the "supercycle’ thesis and endorsing Avalanche, Solana,
Polkadot, and Terra ahead of their rallies. Now, these assets have seen double-digit losses
and Three Arrows seems in trouble. Proponents consider co-founder Zhu Su's statement

cryptic.
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Did Three Arrows Capital fail to meet a margin call?

This week Three Arrows Capital, a hedge fund established in 2012, started moving crypto
assets to top-up funds on DeFi platforms like AAVE to avoid potential liquidations. With
Ethereum price plummeting close to $1,000, nearly $81 million in long and short positions

was liquidated across exchange platforms.

Such liguidations triggered by the Ethereum price nosedive could have stressed Three

Arrows Capital and risked hundreds of millions in liquidations across multiple positions. The



crypto community started speculating about the venture capital firm being unable Tﬁ)gwget a
margin call. Three Arrows immediately moved around cryptocurrencies to top up their

funds.

Colin Wu, a crypto reporter, revealed that Three Arrows Capital lost $31.37 million through
trading on Bitfinex in May 2022. The address marked as 3AC has a collateral position of
211,999.12aWETH (worth $235 million) on AAVE V2 and a total debt of $183 million in
stablecoins USDC and USDT. Wu argues that if the Ethereum price plummets to $1,014, the

collateral positions will be liquidated. Therefore, 3AC is now paying off its debt.
The wallet address marked 3AC:

e used USDT/USDC to repay the debt and withdraw Ethereum
e converted ETH to USDT/USDC through "sinofate.eth” and repaid it.

Within a 24-hour period, the address has sold about 50,000 Ether.

Three Arrows Capital is aggressively paying off AAVE debt

Celsius, a leading crypto lender, shored up positions to mitigate the risk of liquidations and
accounts for a significant proportion of the Total Value Locked (TVL) across various
platforms in DeFi. Three Arrows Capital is a major borrower, and the collapse of lenders or

borrowers in DeFi could have a significant impact on the ecosystem.



Does Three Arrows Capital face potential insolvency? 184
The Block reported that, according to well-placed sources, Three Arrows Capital has funded
options exchange Deribit, and financial services firm BlockFi, among other bets in the
crypto ecosystem. The hedge fund is now in the process of making itself whole with lenders

and counterparties after facing liquidations at top-tier lenders in crypto.

Sources have refused to share the names of lending firms. However, Three Arrows Capital
has taken a $400 million hit in liquidation. The sources reported by The Block maintained

that the hedge fund maintained limited contact with counterparties since the liquidations.

Liquidation of multiple positions is one of several concerns the crypto hedge fund faces
when projects like Avalanche, Solana, and Polkadot, backed by 3AC, are down 57%, 51.7%

and 38.6%, respectively.

Interestingly, in the colossal crash of Terraform Labs'’ sister tokens, LUNC (previously LUNA)

and TerraUSD (UST), 3AC sustained significant losses due to heavy investment in the token.

FatMan, a whistleblower from the Terra Community Forum, revealed that the hedge fund
bought 10.9 million locked LUNC (previously LUNA) for $559.6 million, and the

investment is now worth $670.45.

3AC pushed the "supercycle" thesis for most of 2021
Throughout 2021, Three Arrows Capital was considered notorious for pushing the
"supercycle” thesis and endorsing Ethereum-alternatives Solana, Avalanche, and Terra

ahead of their parabolic price rallies.

Since then, LUNC (previously LUNA) bit the dust and lost nearly 100% of their value, and
Solana and Avalanche both lost 50% of their price over the past year. Crypto Twitter noted
that Zhu Su, the co-founder of 3AC, has now removed references to these Ethereum-

alternative projects that he endorsed from his Twitter bio.

Zhu comes out with a statement, suspends rumors

Zhu broke his silence on the speculation around liquidation and said,
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We are in the process of communicating with relevant parties and fully
committed to working this out