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31.  In December 2019, Ripple issued 3,252,790 shares of Series C participating
redeemable convertible preferred stock (“‘Series C”) at an issuance price of $61.4857 per share
for cash proceeds of $194.8 million, net of issuance costs.*’ Ripple agreed to use the proceeds
from the Series C stock sales to “(i) fund the redemption of certain shares of the Series A
Preferred Stock and Series B Preferred Stock pursuant to the Stockholders’ Agreement (as herein
defined), (ii) finance the acquisition of interests in third party entitics, (iii) pay the transaction
costs and expenses for the transactions contemplated by this Agreement and (iv) for other
general corporate purposes of [Ripple] and its subsidiaries.”*® The holders of Series C preferred
stock are entitled to receive dividends from Ripple: “holders of Series C shares shall be entitled
to receive dividends payable in Series C shares at a rate of.%) on a quarterly basis. ...
[Ripple] may elect to pay up to Jf% of such dividends in cash in lieu of issuing additional

shares.”* Holders of Series C preferred stock also have general voting rights.>”

iii.  Ripple Issued Warrants

47 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 46).
* Ripple Labs, Inc., Series C Preferred Stock Purchase Agreement, December 20, 2019, at 6.

4 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 148). See
also, Ripple Labs, Inc., Restated Certificate of Incorporation, December 20, 2019, at 2 (“Each holder of a share
of Preferred Stock shall be entitled to receive, when, as and if declared by the Board of Directors, out of any
assets of this corporation legally available therefor, any dividends as may be declared from time to time by the
Board of Directors prior and in preference to any declaration or payment of the dividends to the holders of
Common Stock.™).

%0 “The holder of each share of Preferred Stock shall have the right to (1) vote for each share of Class A Common
Stock into which such Preferred Stock could then be converted...” Ripple Labs, Inc., Restated Certificate of
Incorporation, December 20, 2019, at 17. In addition to general voting rights, holders of Series A, B, and C
have certain protective provisions — e.g., a majority of A, B, and C have to approve any issuance of dividends or
any stock repurchase.
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C. RIPPLE’S XRP CONTRACTS

33. Like any private corporation, Ripple entered into a variety of contracts beyond
those creating various equity and debt obligations to its investors (summarized above). For
purposes of my review, I and others working under my supervision reviewed a total of 730
contracts (out of more than 1,700) and categorized this universe of contracts based on their
common features and their treatment in the Complaint. I grouped Ripple’s contracts according to
10 broadly defined categorics referenced in the Complaint.>® Within cach of the 10 categories, I
selected at least one illustrative contract. As my discussion of these contracts will show, most of
these categories identify cither a sales contract or specify a particular type of service contract
(with several miscellaneous categories such as option contracts). For the sake of concreteness, 1

discuss at least onc illustrative contract from cach of the ten categories.

31 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2016, at 21. See also, Ripple Labs, Inc.,
Consolidated Financial Statements, December 31, 2017, at 29

52 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2017, at 29.
*3 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2017, at 29.

341 was informed by Counsel that distributions by Founders and the bounty program identified in the Complaint are
outside the scope of my assignment. See, e.g., Complaint, at § 61 (“From 2013 through 2014, Ripple and Larsen
made efforts to create a market for XRP by having Ripple distribute approximately 12.5 billion XRP through
‘bounty programs’ that paid programmers compensation for reporting problems in the XRP Ledger’s code.™).
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34.  Aswill document, the economic substance of these contracts stands in sharp
contrast to the cconomic substance of the contracts creating the various equity and debt
obligations. None of Ripple’s contracts for the distribution of XRP entitle the holder of XRP to a
share of Ripple’s profits if Ripple is successful in its ongoing cfforts to manage and develop its
business operations and none of these contracts require Ripple to expend ongoing efforts to
increasc the price of XRP.

I Contracts with Wholesale Purchasers

35.  Ripple entered into contracts with wholesale purchasers pursuant to which Ripple
(XRP 1II) sold XRP to these entities in return for cash (which could be subject to a discount to an
XRP price as defined in the respective contract). These contracts are referenced in the
Complaint, such as when the Complaint points to Ripple’s XRP sales to “Institutional Investor
A” at “price discounts of up to 30% below XRP market prices,” and to “Institutional Investor B”
255

at a “10% discount from XRP market prices.

36.  Two illustrative contracts with wholesale purchasers include Ripple’s contract

5 Complaint, at § 114 (“In 2017, Ripple sold approximately 14.8 million XRP for $2.1 million to Institutional
Investor A, without restricting Institutional Investor A’s ability to resell this XRP into public markets in any
way, at price discounts of up to 30% below XRP market prices.”), at § 115 (“Institutional Investor B paid
Ripple approximately $6.4 million for its XRP, the first $500,000 of which it obtained in June 2016 at a 10%
discount from XRP market prices.”).

_and XRP 11, Letter Agreement, September 18, 2017 SEC 0000861),

Amendment to Letter Agreement, December 27, 2017 (RPLI_SEC_0000488). and XRP II, Master XRP
Purchase Agreement, August 3, 2017 (RPLI_SEC 0000792).
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37.  The contract with-indicates that Ripple was to sell XRP at a discount
of .Vo for purchases in 2017 and a discount Ol.yo for purchases in 2018.>” This contract
further specifies that -would be exposed to “material risks associated with virtual
currency, including XRP,” such as the “volatility and unpredictability of the price of virtual
currency relative to fiat currency may result in significant loss over a short period of time* on
their purchases of XRP.

38.  The contract with [Jjindicates that Ripple was to sell XRP at a discount of
- from the specified price.”” This contract also specifics that- would be exposed to
“material risks associated with virtual currency, including XRP,” such as the “volatility and
unpredictability of the price of virtual currency relative to fiat currency may result in significant

loss over a short period of time”®

on their purchases of XRP.
39.  Pursuant to the contract with i} Ripple sold approximately 47 million XRP
to -on June 9, 2016,%! and another approximately 44 million XRP on June 23, 2016.%
40.  These contracts include a lockup period during which the wholesale purchaser

cannot sell XRP and also includes a specification on the amount that can be sold on a daily basis

after the lockup period:

+ nd XRP II, Letter Agreement, September 18, 2017 (RPLI_SEC 0000861, at 861)
“‘Discount Factor’ means a percentage equal to (i) 100% minus (ii) (a) for purchases occurring during 2017,
o and (b) for purchases occurring during 2018, [Jjjjo.”).

5_ and XRP 11, Lefter Agreement, September 18, 2017 (RPLI_SEC 0000861, at 867).

* I and XRP I, Summary of XRP Purchase, June 9, 2016 (RPLI_SEC 0000626, at 626) and |Jjjfnd
XRP I, Summary of XRP Purchase, June 23,2016 (RPLI_SEC 0000636, at 636).

I and XRP 11, Master XRP Purchase Agreement, August 3,2017 (RPLI_SEC 0000792, at 796).
A ... XRP 11, Summary of XRP Purchase, June 9, 2016 (RPLI_SEC 0000626, at 626),

S :nd XRP 11, Summary of XRP Purchase, June 23, 2016 (RPLI_SEC 0000636, at 636).
17
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“Transfer Restriction: Neither the Purchased XRP nor any interest therein may be
sold, pledged or otherwise transferred to any person from the Date of Purchase
through July 10, 2016 (the ‘Lockup Period’) unless that person also agrees not to re-
sell or otherwise distribute the Purchased XRP to any other party during the Lockup
period.

The Purchaser agrees that for sixty (60) days after the expiration of the thirty (30) day
Lockup Period set forth in the paragraph immediately above (or between July 10,
2016 and September 10, 2016) the amount of Purchased XRP it may sell on a daily
basis shall be limited to five (5) percent of the Average Daily Trading Volume. ...
The parties agree that after September 10, 2016 Purchaser need no longer comply
with the five (5) percent trading volume limitation set forth above.”®

41.  Unlike the private equity ownership contracts, the contract with - does not
give -ny contractual right to a share of Ripple’s profits if Ripple is successful in its
ongoing cfforts to manage and develop its business operations or impose any obligation on
Ripple to expend ongoing efforts to increase the price of XRP. In this sense, it is similar to an

entity purchasing diamonds from De Beers or barrels of oil from Exxon Corporation.
ii.  Contracts with Programmatic Sellers

42.  Ripple also entered into contracts with programmatic sellers. These contracts are
referenced in the Complaint, such as when the Complaint points to XRP sales that were limited
so as not to exceed a percentage of XRP’s daily trading volume. %

43.  For example, pursuant to the contract with GSR Holdings Limited (“GSR”),

effective June 2, 2017, GSR was to transact in XRP according to a programmatic schedule

< I 2d XRP 11, Summary of XRP Purchase, June 9, 2016 (RPLI_SEC 0000626, at 627) and [,
XRP I, Summary of XRP Purchase, June 23, 2016 (RPLI_SEC 0000636, at 637).

64 At Ripple’s direction, the intermediaries such as the Market Maker ensured that Market Sales were
programmatically set not to exceed a certain percentage of XRP’s overall daily trading volume, and Ripple
referred to the Market Sales as ‘programmatic sales.’” See Complaint, at § 99.
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(“Programmatic Market Making Activity”) and in return was to receive a fee that was calculated

as a percentage of XRP that was traded programmatically during a particular calendar month.5

44

45.

“Ripple may, at any time and in its sole discretion, direct GSR remit any portion of or
all of the proceeds of GSR’s Programmatic Market Activity, as such amounts are
reported in the then-current daily reporting of XRP Programmatic Market Activity
required in Section 4. GSR shall promptly (i) remit [il§% of the amounts of such
proceeds to Ripple in a payment method(s) directed by Ripple in its sole discretion
and (ii) transfer o of the amounts of such proceeds to a wallet or account of GSR
for its own benefit.”

The contract includes the following termination provision:

“The Term of this Agreement shall ... continue until the earlier of: a. 12 months; b.
termination by Ripple upon 180 calendar days’ notice to GSR; c. upon written notice
of termination by a Party if the other Party is in material breach of this Agreement, if
the breaching party does not, within ten (10) calendar days after receiving written
notice describing an alleged material breach of this Agreement, cure the alleged
material breach; or d. upon written notice in the event that the other Party has filed or
has filed against it a petition for voluntary or involuntary bankruptcy or similar relief
from insolvency, makes an assignment for the benefit of its creditors, has a receiver
appointed for all or a substantial part of its business or assets, or otherwise admits in
writing of its inability to meet debts as they become due. Upon termination, GSR
shall return to Ripple all XRP, if any, transferred from Ripple to GSR...”*’

Unlike the private equity ownership contracts, the contract with GSR does not

give GSR any contractual right to a share of Ripple’s profits if Ripple is successful in its ongoing

efforts to manage and develop its business operations or impose any obligation on Ripple to

expend ongoing efforts to increase the price of XRP. Here, GSR is similar to an entity selling

diamonds from De Beers or barrels of oil from Exxon Corporation for an agreed-upon fee.

% GSR and Ripple Markets Inc. (“Ripple Markets™), Programmatic Market Activity Agreement, June 2, 2017
(RPLI_SEC 0507300).

% GSR and Ripple Markets, Programmatic Market Activity Agreement, June 2, 2017 (RPLI_SEC 0507300, at 301).
The contract with GSR was amended in March 2018. See GSR and Ripple Markets, Amendment to
Programmatic Market Activity Agreement, March 1, 2018 (RPLI_SEC 0537727).

67 GSR and Ripple Markets, Programmatic Market Activily Agreement, June 2, 2017 (RPLI_SEC 0507300, at 301-

302).
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iil. Contracts with Market Makers®®

46.  Ripple also entered into contracts with market makers, another type of Ripple

contract referenced in the Complaint.®

For example, Ripple entered into a market making
contract wi_ cffective as of February 7, 2014.7° Pursuant to this contract, Ripple
would deliver a specified number of units of XRP to the market maker that they in turn use to
“promote liquidity of fiat and crypto currencies within the Ripple Network™ and “to quote
binding bid and offer prices for Currency Pairs...within the Ripple Network.””! For example,
Ripple delivered 125 million XRP units pursuant to the initial market maker contract with which
- was obligated to use to “make binding bids and offers” in certain specified currency
pairs.”

47.  Starting in 2017, Ripple expanded the scope of the market maker’s

responsibilities beyond the XRP Ledger to include quoting bid and offer spreads in specified

% The terminology “market maker” is used to describe “a trading firm that posts two-sided quotes in XRP pairs.”
See, e.g., b) and Ripple Markets, Market Maker and

Programmatic Market Activity Agreement, February 14, 2017 (RPLI SEC 0899145, at 145).

 “Ripple—through its agents, including Larsen and Garlinghouse—offered and sold XRP for investment to
influential players in the digital asset space, including XRP market makers...” See Complaint, at{ 104. See
also, Complaint, at § 131 (“To encourage adoption of ODL, Ripple paid XRP to both the money transmitting
businesses and certain market makers that supported the product for their efforts.”).

R . Ripplc Markets, Market Making Agreement, February 7, 2014 (RPLI_SEC 0507336)J
I :d Ripple Markets, RE: Renewal of Market Making Agreement between
LLC (“Market Maker”) and Ripple Markets, Inc. entered into as of February 7, 2014, April 27, 2016 (SEC-LIT-
EPROD-000791045).

7 E and Ripple Markets, Market Making Agreement, February 7, 2014 (RPLI_SEC 0507336, at 336). As
detmed 1n the contract, “The Ripple Network™ means the “decentralized, open source, global payment network
operating on the Ripple protocol,” also known as the XRP Ledger. Seehnd Ripple Markets, Market
Making Agreement, February 7,2014 (RPLI_SEC 0507336, at 337).

™ F and Ripple Markets, Market Making Agreement, February 7, 2014 (RPLI_SEC 0507336, at 336).
rsuant to the contract, Ripple was to deliver 125 million XRP “within seven (7) days after the Effective Date™
and “if there is one — on the first day of the First Renewal Term” an additional 125 million XRP. See IR
I :nd Ripple Markets, Market Making Agreement, February 7, 2014 (RPLI_SEC 0507336, at 343-344).
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trading pairs on cryptocurrency (digital asset) exchanges such as Bitstamp and Kraken.” The

market makers could also provide liquidity on additional exchanges.”® The 2018 contract

between Ripple an_ described its purpose as:

“Pursuant to the terms and conditions of this Agreement, and for good and valuable
consideration, Market Maker agrees to (1) engage in efforts to promote liquidity for
the buying and selling of XRP, the asset native to the Ripple Consensus Ledger
(‘Market Making Activity’) and (2) to transact in XRP pursuant to a programmatic
schedule (‘Programmatic Market Making Activity’) provided by Ripple. In return for
this Market Making activity, Ripple will compensate Market Maker...””

48.  The contract also includes the following termination provision:

“The Term of this Agreement shall ... continue until the earlier of: a. 12 months; b.
termination by Ripple upon 180 calendar days’ notice to || | | | |  ll; . vpon
written notice of termination by a Party if the other Party is in material breach of this
Agreement, if the breaching party does not, within ten (10) calendar days after
receiving written notice describing an alleged material breach of this Agreement, cure
the alleged material breach[.]””®

49.  Starting in 2019, Ripple entered into market making contracts with market makers

such as GSR and_ to provide market making in specified

currency pairs and exchanges that support the Ripple ODL (“xRapid”) cross-border payments

product.”” Per the contract Ripple entered with GSR, effective as of July 1, 2019, GSR:

and Ripple Markets, Market Maker and Programmatic Market Activity Agreement, February 14, 2017
(RPLI_SEC 0899145, at 145-146) noting that “Market Maker agrees to support subsequent XRP listings at
External Digital Asset Exchanges or off-Ripple Consensus Ledger digital asset exchanges, (including, but not
limited to, Kraken, CoinCheck and Bitstamp) as they become available so long as it is operationally viable to do
so, and Market Maker can meet all regulatory requirements.”

™ See, e.g., nd Ripple Markets, Market Mager roorammatic Market Making Activity Agreement,
March 1, 2018 (RPLI_SEC 0537696, at 96-97) and and Ripple Markets, Market Maker and
Programmatic Market Making Activity Agreement, February 14, 2017 (RPLI_SEC 0899145, at 145-146).

and Ripple Markets, Market Maker and Programmatic Markel Making Activity Agreement, March 1,
2018 (RPLI_SEC 0537696, at 696).

24 _ and Ripple Markets, Market Maker and Programmatic Market Making Activity Agreement, March 1,
2018 (RPLI_SEC 0537696, at 699).

7 See, e.g., GSR and Ripple Payments Inc. (“Ripple Payments™), Master XRapid Market Maker Services
Agreement, July 1, 2019 (RPLI_SEC 0809256); and Ripple Payments, Master XRapid Market
Maker Agreement, July 29, 2019 (RPLI_SEC 0899563).

21
Highly Confidential



Case 1:20-cv-10832-AT-SN Document 827-11 Filed 06/13/23 Page 27 of 134

“shall act as a market maker for XRP in trades for specified currency pairs on (i) the
Mexican digital asset exchange, Bitso (‘Bitso’) which support xRapid, (ii) the
Philippines digital asset exchange, Coins.pro (‘Coins’), which supports xRapid and
(ii) other similar xRapid exchanges or markets as Ripple shall require...””®

50.  Further, Ripple pays GSR a monthly exchange service fee and an XRP volume

fee.” The market maker is entitled to the gains (and losses) in connection with their transactions:

“Service Fees. In consideration for its Services and subject to Section 8 (Service
Auvailability), Ripple shall pay Servi ider on a monthly basis (each calendar
month, a ‘Payment Period [’]) (a)W in XRP, and (b) XRP in the amount of
Il of total XRP Volume over the relevant Payment Period (together, ‘Service
Fees’).”® (emphasis in original)

51.  Again, unlike the private equity ownership contracts, the contracts with market
makers do not give these entities any contractual right to a share of Ripple’s profits if Ripple is
successful in its ongoing efforts to manage and develop its business operations or impose any
obligation on Ripple to expend ongoing efforts to increase the price of XRP. Regardless of
whether Ripple’s efforts are ultimately successful, the market maker, such as -, GSR,

_ has a contractual right to the specified compensation if the market maker

performs its obligations under the agreement.
iv. Contracts with Exchanges

52.  Another set of contracts that Ripple entered into and also referenced in the

Complaint are Ripple’s contracts with a small subset of exchanges that trade XRP.*! Some of the

8 GSR and Ripple Payments, Master XRapid Market Maker Services Agreement, July 1,2019 (RPLI_SEC
0809256, at 256).

" GSR and Ripple Payments, Master XRapid Market Maker Services Agreement, July 1,2019 (RPL1_SEC
0809256, at 258).

¥ GSR and Ripple Payments, Master XRapid Market Maker Services Agreement, July 1,2019 (RPLI SEC
0809256, at 258).

81 See, Complaint, at § 322 (“Ripple undertook extensive efforts—starting in at least late 2015—to persuade digital
asset trading companies to permit investors to buy and sell XRP on their platforms, especially those that would
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contracts with exchanges explicitly specify that exchanges purchase XRP “solely to resell or

otherwise distribute the Purchased Ripple Currency to Purchasers, and not to use the Purchased

1382

Ripple Currency as an End User or for any other purpose.”® Per the guidelines of the contracts,

the exchanges are not investors in Ripple. Exchanges do not purchase XRP as an investment with
investment being defined as “the purchase or acquisition of [XRP] with the expectation that such

[XRP] will generate income or appreciate in value in the future.”®® Pursuant to these contracts,

the XRP does “not represent a right to make any demand on XRP Fund II...”%

53.  For cxample, on January 11, 2017, Ripple entered into an “XRP/EUR Volume
Incentive Program” with the cryptocurrency exchange Bitstamp.®® The purpose of the contract is

defined as:

“The Parties are entering into this Agreement in an effort to increase the liquidity of
XRP ... through the application of certain XRP transaction volume incentives ...
Bitstamp agrees to engage in efforts to promote the liquidity of XRP on its exchange
platform by implementing an incentive program applicable to a selection of its
qualified registered members of Bitstamp’s services. In return for Bitstamp’s efforts
intended to increase XRP liquidity, Ripple agrees to reserve certain and defined
incentives...”86

54.  The contract includes the following termination provision:

make XRP tradable against the USD...”). See also, Complaint, at § 323 (“On May 18, 2017, Ripple Agent-3
tweeted that [Platform B] introduces New Fiat Pairs for XRP Trading! USD, JPY, CAD, EUR @Ripple.”).

P _nd XRP Fund 11, Ripple Currency Wholesale Sales Order, September 3, 2013 (RPLI_SEC
0304181, at 183).

& m and XRP Fund II, Ripple Currency Wholesale Sales Order, September 3, 2013 (RPLI_SEC
,a and 186).

8¢ —and XRP Fund I, Ripple Currency Wholesale Sales Order, September 3, 2013 (RPLI_SEC
0304181, at 183).

& Bitstamp and Ripple Markets, XRP/EUR Volume Incentive Program, XRP/EUR Fee Rebate Program, January 11,
2017 (RPLIL_SEC 0507279).

% Bitstamp and Ripple Markets, XRP/EUR Volume Incentive Program, XRP/EUR Fee Rebate Program, January 11,
2017 (RPLI_SEC 0507279, at 279).
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industry players (such as MoneyGram), including startup payment service providers (“PSP”)?¢
and digital companies, such as Azimo, TransferGo, and Nium.”’

59.  Given the prominence of these contracts in the Complaint, I will discuss separate
rebates and incentives to MoneyGram in more detail in Section IV.B. But, unlike the private
equity ownership contracts, the contract with MoneyGram does not include any contractual right
to a sharc of Ripple’s profits if Ripple is successful in its ongoing efforts to manage and develop
its business operations or impose any obligation on Ripple to expend ongoing efforts to increase

the price of XRP.
Vi. Lease and Loan Contracts

60.  Yet another type of contract identified in the Complaint are lease and loan
contracts.” For example, Ripple entered into a lease contract with —
_ cffective June 2019.%° Per this contract, Ripple would lcase XRP to
_ in return for a fee (such as 'Vo of monthly fair value of the lease amount).'® Upon

termination of the lease con.tract- returns the XRP to Ripple.!”!

% A PSP offers online services for accepting electronic payments by a variety of payment methods including credit
card, bank-based payments such as direct debit, bank transfer, and real-time bank transfer based on online
banking. See, e.g., “What is Payment Service Provider,” https://www.vapulus.com/en/what-is-payment-service-
provider/.

97 Deposition Transcript of Asheesh Bitla, General Manager of RippleNet, June 23, 2021, at 237:24-25 (Azimo);
“TransferGo Partners with Ripple to Offer Global Real-Time Payments Everywhere to Everyone,”
https://ripple.com/insights/transfergo-partners-with-ripple-to-offer-global-real-time-payments-everywhere-to-
everyone/ (TransferGo); “Nium,” https://ripple.com/customer-case-study/nium/ (Nium).

% «Another example involves RippleWorks’ eventual investment into a fund that wished to invest in digital assets
(‘XRP Fund B’) and Ripple’s ‘loan’ of XRP to that fund so that it could engage in market-making activities.”
See Complaint, at § 142.

* [ :nd XRP 11, Master XRP Lease Agreement, June 24,2019 (RPLI_SEC 0898863).

1008 :nd XRP I1, Master XRP Lease Agreement, June 24, 2019 (RPLI_SEC 0898863, at 864).

101 -md XRP II, Master XRP Lease Agreement, June 24,2019 (RPLI_SEC 0898863, at 864).
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61.  The contract specifies that the purpose of the lease to - was to “enable
_ to conduct any activities in the virtual currency space, subject to Section 2.d
(Compliance with Laws) and Section 5 (Lease Restrictions).”'?? The Lease Restrictions are

defined as:

— agrees that its Leases with respect to the Leased XRP shall be
conducted only on exchanges registered with the U.S. Financial Crimes Enforcement
Network (FinCEN), and &shall obtain the XRP it returns to [Ripple] as
provided in Section 1(f) of this Agreement only from such exchanges.”!%

62.  Again, unlike the private equity ownership contracts, the contract with
- does not give | any contractual right to a share of Ripple’s profits if
Ripple is successful in its ongoing efforts to manage and develop its business operations or

impose any obligation on Ripple to expend ongoing efforts to increase the price of XRP.
Vil. Custody Arrangements

63.  The Complaint also identifies Ripple’s custodial contracts.'™ For example, Ripple
entered an XRP Purchase Agreement withjJjjjjjiliidated June 23, 2016.'% Per this contract,

Ripple offers a custody service to_for the XRP purchased from Ripple. The contract

describes the custody service as:

“[A]t the election of Purchaser and subject to payment in full of the Purchase Price of
the Purchased XRP to be purchased by Purchaser, XRP II shall act as custodian on
behalf of the Purchaser of the Purchased XRP. The Purchased XRP shall be released

12 | and XRP 11, Master XRP Lease Agreement, Tune 24, 2019 (RPLI_SEC 0898863, at 863).
10 - and XRP II, Master XRP Lease Agreement, June 24, 2019 (RPLI_SEC 0898863, at 868).

194 Complaint, at § 115 (“From at least 2016 through 2019, Ripple sold approximately 115 million XRP to an entity
(‘Institutional Investor B*) that describes itself as a “full-service digital currency prime broker’ that ‘provide[s]
investors with a secure marketplace to trade, borrow, lend & custody digital currencies.’ Institutional Investor B
paid Ripple approximately $6.4 million for its XRP, the first $500,000 of which it obtained in June 2016 at a
10% discount from XRP market prices.”).

o I 20d XRP 11, XRP Purchase Agreement, June 23, 2016 (RPLI_SEC 0000636, at 636).
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to Purchaser promptly upon receipt of written instructions providing for the release of
such Purchased XRP to Purchaser...”!%

64.  The purchased XRP cxposcs_ to risks:

“Upon XRP II’s transmission of the Purchased XRP to the Purchaser or its designated
recipient(s) title to and risk of loss of the Purchased XRP passes to the Purchaser.”'’

65.  Unlike the private equity ownership contracts, the contract with -docs not
give it any contractual right to a share of Ripple’s profits if Ripple is successful in its ongoing
cfforts to manage and develop its business operations or impose any obligation on Ripple to

expend ongoing efforts to increase the price of XRP.
Vi, Marketing and Incentive Contracts

66.  The Complaint also identifies Ripple’s service and marketing contracts.'® Ripple
entered a contract with Coil Technologies, Inc. (“Coil”),'® effective November 1, 2018, whereby
Ripple would pay a bi-monthly development service fee of - XRP, or- XRP on
“cach of the first and fifteenth day of each calendar month...”"" In return, Coil will develop

services that promote the use of “the XRP Ledger, XRP, the technologies underlying Ripple’s

106 I and XRP 11, XRP Purchase Agreement, June 23, 2016 (RPLI_SEC 0000636, at 637).
107 | 0d XRP 11, XRP Purchase Agreement, Tune 23, 2016 (RPLI_SEC 0000636, at 638).

108 Complaint, at § 149 (“For example, a November 1, 2018, two-year ‘Services and Marketing Agreement’ with one

entity promised ‘certain development services to promote technologies of interest to Ripple.”).

199 Coil Technologies, Inc. creates products for users that make it easier to consume premium services. For example,
Coil uses XRP and the Interledger Protocol to facilitate transacting with Internet content creators. See “Coil:
Building a New Business Model for the Web,” https:/medium.com/coil/coil-building-a-new-business-model-
for-the-web-d33124358b6. See also, Coil and Ripple, Services and Marketing Agreement, November 1, 2018
(RPLI_00280784, at 784).

10 Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI_00280784, at 786).
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xCurrent, xRapid and xVia products, or other technologies of interest to Ripple.”'!! Ripple has a
- investment in Coil.!'? The contract terminates after 24 months.''3
67.  Coil can further engage a third party for certain projects, defined as “marketing
services” in the same contract.''* Subject to their approval, Ripple would pay certain third partics
in XRP.'"* The contract limits the amount of XRP that can be transferred to _
-) of global daily XRP volume...”!!6
68.  Unlike the private equity ownership contracts, the contract with Coil does not
give Coil any contractual right to a share of Ripple’s profits if Ripple is successful in its ongoing
efforts to manage and develop its business operations or impose any obligation on Ripple to
cxpend ongoing cfforts to increasc the price of XRP. Rather, Coil simply carns fees from Ripple
associated with their contractual obligations to develop services.
69. Similarly, on September 24, 2018, Ripple entered into a Marketing Incentive
Agreement wit_, whereby Ripple inccntiviza-o market Ripple
products t(- financial institution customers.'!” This agreement stipulates that Ripple would

make incentive payments to [Jjjjjfjconditional on- customers reaching a specific level of

11 Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI 00280784, at 784).

12 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 157).
13 Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI_00280784, at 786).

114 Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI_00280784, at 788-789).
113 Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI_00280784, at 788).

¢ Coil and Ripple, Services and Marketing Agreement, November 1, 2018 (RPLI_00280784, at 789).

117-and Ripple Services Inc. (“Ripple Services™), Marketing Incentive Agreement, September 24, 2018
(RPLI_SEC 0894629, at 629).
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interbank cross-border fiat currency transfers using Ripple’s products.'!® For example, Ripple
incentives include XRP distributions to- to compensate them for waiving- fees
for customers that complete cross-border transactions, for paying a _ to
customers based on achieving certain transaction volume milestones on RippleNet, and as
reimbursement for customer- expense.''? Additionally, Ripple will pay - an
incentive for total volume of payments scttled through the hosted platform B s developing
for providing xCurrent to their customers and RippleNet Payments for all “inter-financial

institution cross-border production payments between RippleNet Members over RippleNet

where at least one (1) RippleNet Member is a Customer, Ripple will pay_
_ of such cross-border volume in XRP.”'*’ Furthcrmore, Ripple will pay{jjjjil}

XRP based on the volume of domestic interbank Japanese payment volume.'?!

70. |l carns fees and other compensation from Ripple associated with their
contractual obligations to help develop certain services with no ongoing obligations for Ripple to
expend cfforts to increase XRP’s price. Unlike the private equity ownership contracts, the
service and marketing contracts do not give these entities receiving XRP a contractual right to a
share of Ripple’s profits if Ripple is successful in its ongoing cfforts to manage and develop its
business operations or impose any obligation on Ripple to expend ongoing efforts to increase the

price of XRP.

”5- and Ripple Services, Marketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0894629, at 636).

”9- and Ripple Services, Marketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0894629, at 629-
630).

1l %and Ripple Services, Marketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0894629, at 629-

"4 Ripple Services, Marketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0894629, at 630).
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ix.  Employee and Executive Compensation Contracts

71.  Ripple periodically grants compensation in the form of XRP. This is another type
of contract referenced in the Complaint.'** For example, on May 9, 2018, a Ripple employee
received an Employment Offer Letter pursuant to which he will receive “- XRP annually
on the anniversary of your Start Date for the years 2019, 2020, 2021 and 2022 (the ‘XRP
Awards’) provided [he is] continuously employed full-time by the Company on such anniversary
dates.”'?* Ripple also entered into an XRP award agreement, amended in 2017 and 2018,
whereby it granted an aggregate of _XRP to Ripple’s CEO.!?* The contract included
provisional “vesting contingent upon meeting requirements for service, XRP price and XRP
trading volume. The remaining - XRP was fully vested in 2018.”1%°

72.  In the second quarter of 2019, Ripple entered another agreement whereby it
would grant 250 million XRP to Ripple’s CEO. The XRP was “transferred to [Ripple’s] CEO at
the time of the grant. Of this amount, 50% vested immediately upon grant with the remainder
subject to forfeiture provision lapsing quarterly over the next 4 years.”!2¢

73.  These compensation packages resulted in employees, as part of their
compensation for their services, owning an asset (subject to various conditions such as vesting).

Unlike the private equity ownership contracts, the compensation contracts do not give the

employees any contractual right to a share of Ripple’s profits if Ripple is successful in its

122 See, e.g., Complaint, at 9 127-130.

123 Ripple, Employment Offer Letter, May 9, 2018 (RPLL_SEC 0431814, at 814).

124 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 154).

125 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 154-155).

126 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2019 (RPLI_SEC 0301113, at 155).
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ongoing efforts to manage and develop its business operations or impose any obligation on

Ripple to expend ongoing efforts to increase the price of XRP.
X.  Miscellaneous Contracts
a. Joint Ventures and Equity Investments

74.  The Complaint also discuss Ripple’s joint venture contract'?’ and their other
cquity investments in third-party entities.!?® Specifically, Ripple and SBI Holdings have entered
into a Joint Venture Agreement dated March 30, 2016 to establish, develop, and operate Ripple’s
cxpansion in Asia.'?’As part of the contract, Ripple agreed to purchased 40% of the common
stock in a newly created entity, SBI Ripple Asia Co., Ltd. SBI Holdings retained the remaining
60% of the common stock."’ In May 2016 Ripplec invested -or 40% of the

outstanding stock of SBI Ripple Asia Kabushiki Kaisha.'!

127 See, e.g., Complaint, at § 274 (“In its 2016 ‘Year In Review’ summary, posted on its website on December 28,
2016, Ripple reminded readers of its January 2016 announcement of a joint venture to distribute ‘Ripple’s
solutions’ in certain countries.”).

128 See, e.g., Complaint, at 1 279-280 (“On April 11, 2018, Ripple tweeted from the handle @Ripple that it *had
invested $25 million in XRP to Blockchain Capital Parallel IV, LP’ to ‘support and develop additional [XRP]
use cases beyond payments.”™)

129 The joint venture gave SBI Holdings right of “exclusive distributor” of Ripple products in Asia, defined as
“Japan, China (including Hong Kong), Taiwan, Korea, and ASEAN countries (excluding Singapore).” SBI
Holdings, Inc. and Ripple Labs, Inc., Joint Venture Agreement, March 30, 2016 (RPLI_SEC 0163289, at 292).

13¢ SBI Holdings, Inc. and Ripple Labs, Inc., Joint Venture Agreement, March 30, 2016 (RPLI_SEC 0163289, at
291). See also, Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2020, at 24.

B3I Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2020, at 24.
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75.  In return for the right to “sublicense the Ripple technology, Ripple would receive
a 15% royalty on any licensc fees charged to customers of the joint venture.”'3? The agreement
may be terminated upon mutual written agreement of the parties.'*?

76.  In January 2017, Ripple and the joint venture entity, - entered a statement-
of-work that describes the “tasks and responsibilities to be executed by Ripple to support|jjjili

- for their needs to become self-sufficient in sales [and] product delivery ... [to]
implement ... a cross-border payment services using the Ripple Solution.”!** -markets,
licenses, and sells Ripple’s softwarc licenses and services in Asia.'*

77.  On October 1, 2017, Ripple entered into a contract with a venture capital fund,
Blockchain Capital Parallel IV, L.P., to invest in carly-stage to growth venture companices that
are developing blockchain-based technologies.'*¢ Ripple invested XRP in the fund and in turn,
Ripple shared the profits (and losses) with the other partners of Blockchain Capital Parallel IV.

78.  Unlike the private equity ownership contracts, these contracts do not provide the
joint venture or Blockchain Capital Parallel IV, L.P. with an XRP contractual right to a share of

Ripple’s profits if Ripple is successful in its ongoing efforts to manage and develop its business

132 Ripple Labs, Inc., Consolidated Financial Statements, December 31, 2020, at 24.

133 SBI Holdings. Inc. and Ripple Labs, Inc., Joint Venture Agreement, March 30, 2016 (RPLI_SEC 0163289, at
301). See also, SBI Holdings Inc., Share Purchase Agreement, May 27, 2016 (RPLI_SEC 0357972, at 975).

134 Ripple Solutions Support, Statement of Work for SBI Ripple Asia in support of Clients, February 2017
(RPLI_SEC 0890252, at 255). Ripple support per the Statement of Work includes marketing and product sales,
project management, software development, and training.

Br Master Reseller Agreement, September 24, 2018 (RPLI_SEC 0874207, at 207) am-
2

larketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0246681, at 681).

13¢ Blockchain Capital Parallel IV, LP, Limited Parinership Agreement, October 1, 2017 (RPLI_SEC 0272694, at
698).
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operations or impose any obligation on Ripple to expend ongoing efforts to increase the price of

XRP.
b. Option Contracts

79.  The Complaint also discusses Ripple’s XRP Options.'*” For example, Ripple and
R3 HoldCo LLC (“R3 HoldCo”) entered into a contract, dated September 3, 2018, that gives R3
HoldCo the right to purchase specificd amounts of XRP at a per unit price of -bctwccn
September 3, 2018 and September 20, 2019. Ripple grants R3 HoldCo the right to purchase up to

-units of XRP, in whole or in part, at any time during the excrcise period, and up to an

additional -units of XRP based on specified increments and timing, subject to the
terms of the contract.!®® In other words, the option constituted an option to buy an assct (XRP),
rather than an option to buy a contractual right (such as stock or debt) to profits generated by
Ripple if it were successful in managing and developing its business.

80.  Unlike the private equity ownership contracts, options are not associated with
contractual rights to a share of Ripple’s profits if Ripple is successful in its ongoing efforts to
manage and develop its business operations or impose any obligation on Ripple to expend

ongoing cfforts to increase the price of XRP.

137 See, e.g., Complaint, at § 151 (“From January 2018 through December 2019, Ripple sold at least 1.65 billion
XRP with certain entities exercised options to buy XRP that Ripple had granted (the ‘Option Sales’).”).

138 R3 HoldCo and XRP 11, Amended and Restated Option to Purchase XRP, Scptember 3, 2018 (RPLI_SEC

0863819, at 819) (R3 HoldCo is entitled “to purchase from the Company (1) up t
XRP (the Unrestricted XRP’), and (ii) up to
XRP (the ‘Restricted XRP’) (in each case, subject to the applicable provisions below).”).
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2017, the monthly ratio ranged from -0.7% to 55.8% (22.3% on average). In the 12 months
ending December 31, 2018, the monthly ratio ranged from 2.1% to 55.9% (17% on average). On
average, the ratio is less than 100%, which shows that Ripple consistently distributed less than
onc billion XRP. The cap on XRP distributions introduced by the Escrow is therefore not a
binding constraint on the amount that Ripple can distribute per month.

120.  Starting in December 2017, Ripple’s XRP distributions also included distributions
from the Escrow. Ripple’s XRP distributions, which included the distributions from the Escrow,

did not have a statistically significant cffect on the XRP price return, as I demonstrated above.

iti.  Ripple’s Distributions at Discounted Prices to Select Purchasers Were Economically
Reasonable Compensation for Bearing Risk or Providing Services to Ripple

121.  Ripple sold XRP to certain institutional investors at discounted prices, which the
SEC alleges “[leads] purchasers to reasonably expect to profit on their resale of XRP into the
public markets.””! Ripple’s provision of a price discount to institutional investors is
economically reasonable, and moreover customized to the respective purchaser, as I explain
below.

122.  For example, the June 2016 contract with -peciﬁes the sale of XRP at a
- discount. The contract specifics a lockup period ot-followcd by a restriction on the
amount of XRP that {jjjjjjfijcould sell following the lockup period.** During and following the
lockup period, -vas exposed to the risk that the value of the XRP holdings could

decrease. During the restricted sale period, the average daily price volatility of XRP over the

201 Complaint, at 9 355 and § 107 (“Ripple made many of the XRP Institutional Sales at a discount from XRP market
prices. At least seven of the institutional investors—including some described below—bought XRP at discounts
between 4% and 30% to the market price.”). See also, Complaint, at Y4 114-117.

202 m, XRP Purchase Agreement, June 9, 2016, at 2; _ARP Purchase
Agreement, June 23, 2016, at 2. See also, discussion in Section I of this report.
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holding period was between 4% and 5%. Ripple’s discounted XRP sales price to {|jjjlis
consistent with [ Blcxposurc to volatility of XRP prices in the cryptocurrency markets.

123.  In another example, a December 28, 2015 contract with — specifies
that Ripple sold XRP to _discountcd by -.203’ The contract also specifics that these
XRP cannot be sold or transferred during a -Iockup period starting on December 28,
2015 and ending - later.2%* The average daily price volatility of XRP over the holding
period was 10%. Ripple’s discounted XRP sale price tc_ is therefore consistent with
cxposure to XRP price volatility. Separately, Ripple cngagod_ as a Global Brand
Ambassador to provide various services including serving as a liaison between major financial
institutions, developing Ripple’s business (mostly in Europe), appearing and representing Ripple
205

at events, and serving on the Board of Ripple Luxembourg.

E. RIPPLE’S EFFORTS TO FACILITATE THE GROWTH OF XRP MARKET LIQUIDITY
ADVANCED RIPPLE’S STRATEGIC OBJECTIVE TO PROVIDE GLOBAL FINANCIAL
SETTLEMENT SOLUTIONS

i.  Market Liquidity and Trading Mechanisms
124.  One of the pillars of using XRP as a medium of exchange more generally but also

in cross-border remittances is the existence of a liquid market for XRP. My empirical results in

subsection C.i. show that Ripple’s distributions did not have a statistically significant effect on

Purchase Agreement with XRP II LLC, December 28, 2015 (RPLI_SEC 0609642, at 642). [}
did not pay Ripple for the XRP as of the purchase date but entered into a promissory note with Ripple
on December 28, 2015 and pledged the purchased XRP as collateral. See XRP Pledge Agreement and XRP
Promissory Note with &Deccmbcr 28, 2015 (RPLI_SEC 0609645).

204 N i chase Agreement with XRP I LLC, December 28, 2015 (RPLI_SEC 0609642, at 643)
(“Transfer Restriction: Neither the Purchased XRP nor any interest herein may be sold, pledged or otherwise

transferred to any person prior to thﬂof the Date of Purchase (the ‘Lockup Period’) — unless

that person also agrees not to re-sell or otherwise dhstribute the Purchased XRP to any other party during the
Lockup Period.”).

205 Brand Ambassador Services Term Sheet, February 14, 2015 (RPLI_SEC 0895476, at 476) (as Global
Ambassador, N sh:l provide the following services on a non-exclusive basis for [Ripple].”).
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130.  Ripple entered into contracts with wholesale purchasers (||| GTGTcNTGEE
_nd GSR between August 2017 and July 2020.2! These wholesale

purchasers typically acted as intermediaries for XRP trading through their OTC trading desks.

The XRP purchased by intermediaries such as ||| | G :d GSR

are used to facilitate the OTC trading with their customers.?!?

218

131. Trading on the DEX, the XRP Ledger exchange, and the off-ledger
cryptocurrency exchanges occurs on the central limit order book of the particular exchange.
Central limit order books (“CLOB”) are well-suited to markets with demand and supply from
numerous participants that want to trade the same product frequently and in relatively small
size.*Y Execution prices are determined using sophisticated procedures based on the time and

price priority matching of orders.??! The details of the CLOB trading rules are determined by the

; and “OTC Crypto Trading,” https://www.gsr.io/trading/otc-
trading/.

218 See, e.g., Hobbs, J., Digital Assets: Yo i Stine ; adine in the New Crypto Market, at Thames
Lane Limited, 2021. See also,

). See also, Chaparro, F., “Crypto’s Largest Over-the-Counter Trading Desks
are Reporting Record Volumes,” The Block, November 30, 2020,
https://www.theblockcrypto.com/post/86020/crypto-otc-trading-bitcoin-record-volume.

219 Grossman, S., and M. Miller, “Liquidity and Market Structure,” The Journal of Finance, Vol. 43(3), July 1988.

20 Burdett, K., and M. O’Hara, “Building Blocks an Introduction to Block Trading,” Journal of Banking and
Finance, Vol. 11, 1987, at 195 (who argue, when referring to continuous-auctions like order books, “[t]his
continuous auction process works well in that it generally provides continuous and stable prices when there are
a large number of small trades. In the case of large volume transactions, or block trades, however, this auction
process falters. The problem lies in the possibility that such large trades may be information-related.”);
Benveniste, L., A. Marcus, and W. Wilhelm, “What’s Special About the Specialist?” Journal of Financial
Economics, Vol. 32 (1), August 1992 (who build a theoretical model where long-standing and repeated
relationships are used by traders to discriminate between informed and uninformed traders, leading to lower
transaction costs for uninformed trades). See also, Desgranges, G., and T. Foucault, “Reputation-Based Pricing
and Price Improvements,” Journal of Economics and Business, Vol. 57 (6), November-December 2005.

21 Biais, B., L. Glosten, and C. Spatt, “Market Microstructure: A Survey of Micro-Foundations, Empirical Results
and Policy Implications,” Journal of Financial Markets, Vol. 8, 217-264, 2005.
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particular cryptocurrency exchange. For example, Ripple distributed XRP to market makers with
the explicitly stated purposec of using XRP to promote liquidity of XRP by quoting binding bid
and offer prices.”?> As I discussed in Section II, Ripple entered into contracts with market makers
to promote liquidity on the XRP Ledger exchange, such as the 2014 contract with -
and on the off-ledger cryptocurrency exchanges, such as the 2017 contract with -223
132. A CLOB can fail without a sufficient volume of two-way flow between buy and
sell orders. The intuition for market failure is that, if the limit order book is too thin, price elastic
market order submitters will scale back their market order submissions. However, as the
endogenous distribution of submitted market order quantities shifts towards zero, the probability
of limit order execution falls, which, given ex ante limit order submission costs, leads to fewer
limit orders and, thus, a thinner book. If market order submissions are sufficiently elastic, the
limit order book may fail.?** Ripple’s distributions to market makers facilitated the two-way

order flow at exchanges. Ripple also distributed XRP to programmatic sellers who brokered bid-

222

See, e.g., Ripple delivers a specified number of units of XRP to the market maker that they then use to “promote
liquidity of fiat and crypto currencies within the Ripple Network™ and “to quote binding bid and offer prices for
‘virtual units of value’ within the Ripple Network.”h and Ripple, Market Making Agreement,
February 7, 2014 (RPLI_SEC 0507336, at 336 and 337). The Ripple Network means the “decentralized, open
source, global payment network operating on the Ripple protocol.” See also, GSR and Ripple Markets, GSR
Market Making Agreement, March 31, 2014 (RPLI_SEC 0947000, at 003), Kraken XRP Market Making
Agreement, May 17, 2017 (RPLI_SEC 0581494) (“Kraken agrees to engage in efforts to promote the liquidity
of XRP on the Kraken Exchange by implementing an incentive and rebate program... The Parties are entering

into this Agreement in an effort to increase the liquidity of XRP... through the application of certain XRP
transaction volume.”); d August 20, 2019 (RPLI_SEC 0899089, at 089).

2 R < Ripple, Market Making Agreement, February 7, 2014 (RPLL_SEC 0507336) and RN
Market Maker and Programmatic Market Activity Agreement, February 14, 2017 (RPLI_SEC 0899145).

24 Portniaguina, E., D. Bernhardt, and E. Hughson, “Hybrid Markets, Tick Size and Investor Trading Costs,”
Journal of Financial Markets, Vol. 9, 433-447, 2006.
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I declare under penalty of peri ing i
v p y of perjury that the foregoing is true and correct. Executed on October

T

e
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Exhibit 1
Summary of Ripple’s Funding From Private Investors

Year  Funding Type Shares Proceeds Notes

2012 Common Stock 800,000 $200,000

2014  Series A 7,359,045 $6,770,422  Related to the Convertible Notes Payable

2014  Series A 4,033,742 $7,091,134  Series A Preferred stock

2015 Series A 13,866,966 $24.443,190  Series A Preferred stock

2016  Series B 14,482,502 $55,014,394  One of the investors of the Series B is SBI Holdings, which Ripple entered a joint venture agreement with.
2019 Series C 3,252,790 $194,823,000 Series C Redeemable Convertible Preferred stock

2014

2015

Sources: Ripple Labs, Inc., Consolidated Financial Statements, 2013-2019.

Notes: On July 1, 2017, Ripple effected a two-for-one stock split to stockholders. Share and per share information for periods after July 1, 2017 have been adjusted to reflect the impact of the stock split.

In April 2018, Ripple repurchased and constructively retired 70,000 shares of Class A common stock from an investor at a price of $§20 per share for a total purchase price of $1,400,000. Shares reported prior to
this date do not account for this repurchase.

During fiscal years ended Dec 31, 2018 and 2019, Ripple repurchased and constructively retired 1,563,372 and 2,380,000 shares of Series A stock. In addition, during the year ended Dec 31, 2019, Ripple
repurchased and constructively retired 1,436,628 shares of Series B. Shares reported prior to these dates do not account for these repurchases.

As of December 20, 2019, Ripple was authorized to issue 180,000,000 shares of Class A common stock and 35,331,121 shares of Class B common stock. The shares info in this note reflects the two-for-one
stock split.

On February 18, 2020, pursuant to its Series C financing, Ripple paid $163.9 million to redeeem 1.3 million shares of Series A and 1.4 million of Series B. Original reported shares for Series A and B do not
account for this redemption.
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Exhibit 8
Monthly Net Outflows From Ripple (XRP)
Aug. 1, 2013 - Dec. 20, 2020

2 (2 2
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Sources: RPLI_SEC 0304724-RPLI_SEC 0304726 RPLI_SEC 1100594-RPLI_SEC 1100396.

Notes:

[1] For December 2020, reports distributions thru Dec. 20, 2020.

[2] Large flows of XRP include: (1) 1.08B XRP toff il Custody account in November 2015; (2) 3.5B XRP into the initial Reserved account in March 2016; (3) 2B XRP into Jed [McCaleb's]
Custody account in June 2016. There are additional large flows in 2015-2016.

[3] Total monthly net outflows are negative (i.e., inflows into Ripple) in August 2016 (240M XRP) and June 2017 (7M XRP).
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Exhibit 9
Monthly Net Outflows From Ripple (in U.S. Dollars)
Aug. 4,2013 - Dec. 20,2020

$200,000,000 - $1.80
$180,000,000 L $1.60
$160.000,000 s o
$140,000,000
L $1.20
$120,000,000
L $1.00
$100,000,000
| $0.80 &
$80,000,000 é
- $0.60 g
$60,000,000 &
$40,000,000 $0.40
$20,000,000 $0.20
$0 $0.00

Sources: RPLI_SEC 0304724-RPLI_SEC 0304726: RPLI_SEC 1100594-RPLI_SEC 1100596; CoinMarketCap; CryptoCompare.

Notes:

[1] Large flows of XRP in 2015-2016 include, for example: (1) 1.08B XRP to -custody account in November 2015; (2) 3.5B XRP into the initial Reserved account n March
2016: (3) 2B XRP into Jed [McCaleb's] Custody account in June 2016. There are additional large flows.

[2] Dollar amounts calculated using the daily midpoint USD price of XRP on the date of distribution for inflows and outflows. Midpoint is equal to 1/2(open price + closing price).
Uses CryptoCompare prices for Jan. 21, 2015-Dec. 20, 2020: CoinMarketCap prices prior to Jan. 21, 2015.

[3] For December 2020, reports distributions thru Dec. 20, 2020.

[4] Total monthly net outflows are negative (i.e., inflows into Ripple} in August 2016 (1.5M USD) and June 2017 (1.7M USD).

[5] Prices are the monthly weighted XRP price (monthly net outflows in USD divided by monthly XRP net outflows).
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XRP Total Distributions and Circulating Supply

50,000,000,000
45,000,000,000 IEPURSTTL
]

40,000,000,000 ,,.-.o"

mm t® souD
“o-ow“"'.‘

=

35,000,000,000 d.l—oo -"

30,000,000,000

XRP

25,000,000,000

20,000,000,000

15,000,000,000

10,000,000,000

¢ eGEs ¢+ eEB ¢ GNP s G ¢ em * W o

I
i
i
.

5,000,000,000

0

‘g\“’i"\"‘\"‘,\?‘\"‘\"\f’\"\f’\“’\bx“’\b\'\'\'\,\'\,\‘""’,\%,\,‘b,\q\“\?’@’@g\?:\?
0’

’ ’ ’ \ ’ ’ 4 ’WQ
éo QO@ o%éo Q@&k o‘b,eo <“€) é& o%éo Q&o’éﬁs O%QOAQO@ \“:q"éo Q@@ o%éo wa‘@-

A

== + «(oinMarketCap Circulating Supply esssee Total XRP Distribution per Ripple API
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Notes: Large increase in circulating supply in August 2014 is about 20 billion XRP. Daily Circulating Supply is smoothed by multiplying CoinMarketCap's
circulating supply by the daily ratio of opening and closing prices.
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Exhibit 13
Effective and Termination Dates of Ripple's Contracts with Exchanges

Exchange Effective Date Termination Date Duration (Months)
Bitstamp 01/11/17 04/30/17 4

CoinOne 06/02/17 12/31/17 7

Kraken 05/17/17 08/31/17 3
BITBANK 05/18/17 08/18/17 3
BTCXINDIA 05/29/17 11/30/17 6

BitOasis 10/13/17 04/13/18 6

SFOX* 10/30/17 10/30/18 12

Sources: Bitstamp and Ripple Markets, YRP/EUR Fee Rebate Program, January 11,2017 (RPLI_SEC 0507279);
BitOasis Technologies FWZ and Ripple Markets, XRP Fee Rebate Program Agreement, October 13, 2017,
CoinOne Ltd. and Ripple Markets, COINONE XRP Volume Incentive Program, June 2, 2017; S Capital Solutions
Private Limited ("BTCXINDIA") and Ripple Markets, BTCXINDIAXRP FeeRebate Program, May 29, 2017;
Payward, Inc ("Kraken") and Ripple Markets, XRP Listing, Volume Incentive and Rebate Agreement, May 17,
2017; BITBANK Ltd. and Ripple Markets, BITBANK XRP Volume Incentive Program, May 18, 2017; SFOX, Inc.,
and Ripple Markets, XRP Volume Incentive and Fee Rebate Program Agreement, October 30, 2017.

Note: *Ripple Markets entered into a contract with SFOX exchange, effective October 30, 2017, but SFOX never
listed XRP.
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Exhibit 14
Number of Exchanges Where XRP Trades According to CryptoCompare
August 4, 2013 - December 20, 2020
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we EXChanges Top Tier Exchanges

Source: CryptoCompare.

Notes: Number of exchanges according to CryptoCompare based on the earlier of date first listed and first non-zero XRP trading volume and the later of the date last
listed and the last date with non-zero XRP trading volume. Only exchanges with positive volume on some date included. CryptoCompare determines whether an
exchange is classified as "Top Tier" - exchanges with grades of "B" thru "AA." See. e.g., https://data.cryptocompare.com/reports/exchange-benchmark-july-2020.
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Exhibit 15
XRP Velocity
January 21, 2015 - December 20, 2020
9.0
8.0 H
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~=Velocity «=Velocity (Top Tier)

Sources: CoinMarketCap (circulating supply); CryptoCompare (trading volume).

Notes: Velocity is defined as the prior 28 day trading volume divided by the average circulating supply over the prior 28 days. CryptoCompare volume data are
available starting in January 21, 2015 (so the first 28 day period is available in February 2015). CryptoCompare determines whether an exchange is classified as
"Top Tier" - exchanges with grades of "B" thru "AA." See, e.g., https://data.cryptocompare.com/reports/exchange-benchmark-july-2020.

98 Highly Confidential



Volatility

Case 1:20-cv-10832-AT-SN Document 827-11 Filed 06/13/23 Page 104 of 134

Exhibit 16
XRP Price and Volatility
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Sources: CryptoCompare; CoinMarketCap. yelatiy Rrico
Notes:

[1] Price is price as of midnight UTC ("close").

[2] Volatility is the standard deviation of daily returns over the prior 28 days.

[3] Prior to January 21, 2015, XRP price data are based on CoinMarketCap.
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Exhibit 17
MoneyGram's Use of ODL Showing Remittances by Corridor

Total ODL Traffic in USD AUD-PHP AUD-USD EUR-USD USD-MXN USD-PHP Total
2019 July $ - $ - $ - $ 138,220 $ - $ 138,220
2019 August $ - $ - $ - $ 7,807,605 $ - $ 7,807,605
2019 September $ - $ $ - $ 11,758,388 § - $ 11,758,388
2019 October $ - $ - $ - $ 25399274 §$ 40 $ 25,399,313
2019 November $ 58,840 $ 547,450 $§ 1,494,706 $ 43,942,594 $ 470,050 $ 46,513,641
2019 December $ 1,933,266 $§ 4,670,588 $ 12,965,466 $ 61,749,007 $ 6,779,159 $§ 88,097,576
2020 January $ 5,075,082 $§ 9,981,819 $ 30,201,800 $ 89,433,828 $ 19,457,884 $ 154,150,413
2020 February $ 14254244 § 23,877,443 § 72,785,063 $ 107,356,161 $ 35,351,853 $ 253,624,764
2020 March $ 16,804,238 $§ 26,492,307 $ 100,498,331 $ 107,748,321 $ 40,186,614 $ 291,729,810
2020 April $ 12,162,601 §$§ 75,618,666 $ 121,216,291 $ 160,873,650 §$§ 40,682,366 $ 410,553,573
2020 May $ - $ 80,390,127 $ 126,306,888 $ 155,595,243 §$ 47,231,500 $ 409,523,758
2020 June $ - $ 23,519,202 $ 40,470,366 $ 50,331,417 $§ 13,279,600 $ 127,600,585
2020 July $ - $ 9,447,010 $§ 28396,155 § 31,081,112 $§ 4,644,642 $ 73,568,919
2020 August $ - $ 8418,192 $ 26,003,744 $ 30,652,076 $ 4,275,753 $ 69,349,766
2020 September $ - $ 9,205,588 $ 29,082,888 $ 33,386,777 $ 4,467384 $ 76,142,637
2020 October $ - $ 8864469 $ 33577390 $ 37,549,751 $ 4,487,514 $ 84,479,124
2020 November $ - $ 9,730,977 $§ 41,241,107 $§ 45,937,307 $ 4,423,126 $ 101,332,517
2020 December $ - $ 3,364,530 $ 14,162,499 § 14,200,715 $ 1,434,120 $ 33,161,864
Total per Corridor $ 50,288,270 §$ 294,128,368 $ 678,402,696 $1,014,941,537 §$227,171,604 $2,264,932,476

Source: Detailed ODL transaction data received from MoneyGram. SEC-LIT-EPROD-000077198, SEC-LIT-EPROD-000075518, SEC-LIT-EPROD-

000073620, SEC-LIT-EPROD-000075553, SEC-LIT-EPROD-000075486, SEC-LIT-EPROD-000075476, SEC-LIT-EPROD-000071477,

MONEYGRAM_SEC_0017277.

Notes: A November 25, 2019 transfer in the AUD-PHP corridor appears to have an errant Reuters Benchmark figure, which results in an FX
Disadvantage of 4942 BPS. As a result, this transfer was omitted from this analysis.
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Exhibit 18
MoneyGram ODL
Percentage of Failed Transfer by Corridor
July 2019 - December 2020

Corridor All Corridors USD-MXN AUD-PHP AUD-USD EUR-USD USD-PHP
Failed Completed Total
Transfers Transfers Transfers Ratio Ratio Ratio Ratio Ratio Ratio
[A] [B] [C] [A]/[C]
July 2019 6 47 53 11.32% 11.32% - - - -
August 2019 14 430 444 3.15% 3.15% .

September 2019 63 599 662 9.52% 9.52% - - - -
October 2019 163 1753 1916 8.51% 8.51% - - - -
November 2019 128 1828 1956 6.54% 4.92% 13.16% 6.25% 0.00% 42.86%
December 2019 122 7771 7893 1.55% 1.79% 5.17% 2.28% 0.00% 1.77%

January 2020 303 16831 17134 1.77% 1.57% 4.01% 4.26% 0.10% 0.70%
February 2020 396 13164 13560 2.92% 6.51% 2.85% 3.72% 0.26% 1.36%
March 2020 82 17001 17083 0.48% 0.81% 0.70% 0.08% 0.00% 0.76%
April 2020 19 18757 18776 0.10% 0.36% 0.04% 0.02% 0.00% 0.06%
May 2020 27 15458 15485 0.17% 0.72% 0.00% 0.00% 0.00%

June 2020 0 15545 15545 0.00% 0.00% - 0.00% 0.00% 0.00%

July 2020 40 16240 16280 0.25% 1.01% - 0.00% 0.00% 0.00%
August 2020 1 14891 14892 0.01% 0.03% 0.00% 0.00% 0.00%
September 2020 31 15821 15852 0.20% 0.77% 0.00% 0.00% 0.00%
October 2020 11 15263 15274 0.07% 0.28% - 0.00% 0.00% 0.00%
November 2020 19 12656 12675 0.15% 0.54% - 0.00% 0.00% 0.00%
December 2020 0 4135 4135 0.00% 0.00% - 0.00% 0.00% 0.00%
Total 1425 188190 189615 0.75% 1.64% 1.98% 0.52% 0.03% 0.37%

Source: Detailed ODL transaction data received from MoneyGram. SEC-LIT-EPROD-000077198, SEC-LIT-EPROD-000075518, SEC-LIT-EPROD-

000073620, SEC-LIT-EPROD-000075553, SEC-LIT-EPROD-000075486, SEC-LIT-EPROD-000075476, SEC-LIT-EPROD-000071477,
MONEYGRAM_SEC 0017277.

Notes: This table calculates the ratio of Failed Transfers to (Failed+Completed) Transfers. It ignores transactions labeled as "PREPARED" or
"EXECUTED."
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Exhibit 19
Average Monthly FX Disadvantage by Corridor
(Basis Points)

Average FX Disadvantage (BPS) AUD-PHP AUD-USD EUR-USD USD-MXN USD-PHP

2019 July - - - - -

2019 August - - . 53.1 -

2019 September - - - 66.0 -

2019 October - - - 65.2 -

2019 November - 72.8 74.2 70.7 96.8
2019 December 117.9 712:2 59.5 67.7 81.0
2020 January 101.7 56.4 50.0 62.9 77.4
2020 February 103.8 66.4 76.7 70.5 72.1
2020 March 108.4 71,9 771 59.7 Tl
2020 April 96.2 64.0 51.7 59.9 61.3
2020 May - 58.4 41.8 42.5 49.0
2020 June - 49.5 30.8 32.3 42.2
2020 July - 37.9 354 32.7 43.6
2020 August - 52.7 34.7 26.9 62.6
2020 September - 62.6 343 8.7 48.8
2020 October - 26.9 22.2 12.0 33:7
2020 November - 25.4 22.8 19.5 62.1
2020 December - 47.4 27.0 32.8 70.6
Average per Corridor 105.6 54.6 45.6 46.1 63.9

Source: Detailed ODL transaction data received from MoneyGram. SEC-LIT-EPROD-000077198, SEC-LIT-EPROD-
000075518, SEC-LIT-EPROD-000073620, SEC-LIT-EPROD-000075553, SEC-LIT-EPROD-000075486, SEC-LIT-
EPROD-000075476, SEC-LIT-EPROD-000071477, MONEYGRAM_SEC_0017277.

Notes:

1. The FX Disadvantage is the difference between the Reuters Benchmark and the Ripple Exchange Rate expressed as a
percentage of the Ripple Exchange Rate, including the impact of the exchange fees.

2. Average Monthly FX Disadvantage is only calculated for months with over $200,000 in notional USD volume for a
particular corridor.
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Appendix A
October 2021
Allen Ferrell
Harvard Law School
Cambridge, Massachusetts 02138
CURRENT POSITIONS

Greenfield Professor of Securities Law, Harvard Law School

Visiting Professor, Stanford Law School

National Bureau of Economic Research, Research Associate

Member of Editorial Board, Journal of Financial Perspectives

Fellow, Columbia University’s Program on the Law and Economics of Capital Markets
Faculty Associate, Kennedy School of Government

Research Associate, European Corporate Governance Institute

EDUCATION

Massachusetts Institute of Technology, Ph.D. in Economics, 2005
Fields in econometrics and finance

Harvard Law School, J.D., 1995, Magna Cum Laude

e Recipient of the Sears Prize (award given to the two students with the highest grades)
e Editor, Harvard Law Review

Brown University, B.A. and M.A., 1992, Magna Cum Laude
PREVIOUS POSITIONS

Harvard University Fellow
Harvard Law School, 1997

Law Clerk, Justice Anthony M. Kennedy
Supreme Court of the United States; 1996 Term

Law Clerk, Honorable Laurence H. Silberman
United States Court of Appeals for the District of Columbia; 1995 Term
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CoinOne Ltd. and Ripple Markets, COINONE XRP Volume Incentive Program, June 2, 2017
(RPLI_SEC 0066688)

B Ripplc Payments, Master XRapid Market Maker Agreement, July 29, 2019
(RPLI_SEC 0899563)

_Exchange Order, August 20, 2019 (RPLI_SEC 0899089)
- XRP 11, Master XRP Lease Agreement, June 24, 2019 (RPLI_SEC 0898863)
nd XRP II, Summary of XRP Purchase, Junc 9, 2016 (RPLI SEC 0000626)

nd XRP II, Summary of XRP Purchase, June 23,2016 (RPLI_SEC 0000636)
nd XRP II, Master XRP Purchase Agreement, August 3, 2017 (RPLI_SEC 0000792)

GSR and Ripple Markets, Programmatic Market Activity Agreement, June 2, 2017 (RPLI_SEC
0507300)

GSR and Ripple Markets, Amendment to Programmatic Market Activity Agreement, March 1,
2018 (RPLI_SEC 0537727)

GSR and Ripple Payments Inc., Master XRapid Market Maker Services Agreement, July 1, 2019
(RPLI_SEC 0809256)

GSR and Ripple Markets, GSR Market Making Agreement, March 31, 2014 (RPLI_SEC
0947000)

Kraken XRP Market Making Agreement, May 17, 2017 (RPLI_SEC 0581494)

_, Purchase Agreement with XRP Il LLC, December 28, 2015 (RPLI_SEC
0609642)

MoneyGram and Ripple, Ripple Work Order 111, June 17, 2019 (RPLI_SEC0239684)

OpenCoin, Inc., Amended and Restated Note Purchase Agreement, November §, 2012
(RPLI SEC 0321854)

OpenCoin, Inc., Convertible Note Purchase Agreement, April 26, 2013 (SEC-LIT-EPROD-
000092103)

Payward, Inc. and Ripple Markets, XRP Listing, Volume Incentive and Rebate Agreement, May
17,2017 (RPLI_SEC 0511334)

Preclearance letter from MoneyGram to U.S. Securities and Exchange Commission, November
22,2019 (SEC-LIT-EPROD-000071389)

R3 HoldCo and XRP 11, Amended and Restated Option to Purchase XRP, September 3, 2018,
(RPLI_SEC 0863819)

Ripple’s Rebates and Incentive Agreements with Digital Currency Exchanges (RPLI SEC
0303838)
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Ripple Solutions Support, Statement of Workfoi_ in support of Clients, February
2017 (RPLI_SEC 0890252)

S Capital Solutions Private Limited and Ripple Markets, BTCXINDIAXRP Fee Rebate Program,
May 29, 2017 (RPLI_SEC 0154338)

SBI Holdings, Inc. and Ripple Labs, Inc., Joint Venture Agreement, March 30, 2016 (RPLI_SEC
0163289)

SBI Holdings, Inc., Share Purchase Agreement, May 27, 2016 (RPL1_SEC 0357972)

Master Reseller Agreement, September 24, 2018 (RPLI_SEC 0874207)
Marketing Incentive Agreement, September 24, 2018 (RPLI_SEC 0246681)

.» Marketing Incentive Agreement, September 24, 2018
RPLI SEC 0894629

SFOX and Ripple, XRP Volume Incentive and Fee Rebate Program Agreement, October 30,
2017 (RPLI_SEC 0847167)

_ and XRP 1I, Letter Agreement, September 18, 2017 (RPLI_SEC

0000861)

-nd Ripple Markets, Market Making Agreement, February 7, 2014 (RPLI SEC
0507336)

_ and Ripple Markets, RE: Renewal of Market Making Agreement between_
Trading Group, LLC (‘Market Maker’) and Ripple Markets, Inc. entered into as of February 7,
2014, April 27,2016 (SEC-LIT-EPROD-000791045)

_ and Ripple Markets, Market Maker and Programmatic Market Making Activity
Agreement, March 1, 2018 (RPLI_SEC 0537696)

_ Trading Group, LLC and Ripple Markets, Market Maker and Programmatic Market
Activity Agreement, February 14, 2017 (RPLI_SEC 0899145)

XRP Pledge Agreement and XRP Promissory Note with _ December 28, 2015
(RPLI_SEC 0609645)

Data

ODL Data:
SEC-LIT-EPROD-000077198
SEC-LIT-EPROD-000075518
SEC-LIT-EPROD-000073620
SEC-LIT-EPROD-000075553
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Garlinghouse, B., “Ripple to Place 55 Billion XRP in Escrow to Ensure Certainty of Total XRP
Supply,” Ripple Insights, May 16, 2017, https://ripple.com/insights/ripple-to-place-55-billion-
Xrp-in-escrow-to-ensure-certainty-into-total-xrp-supply/

Garlinghouse, B., “Ripple Escrows 55 Billion XRP for Supply Predictability,” Ripple Insights,
December 7, 2017, https://ripple.com/insights/ripple-cscrows-55-billion-xrp-for-supply-
predictability/

Madigan, B., “The Sign of a Stabilizing Market: XRP Utility,” Ripple Insights, January 30, 2020,
https://ripple.com/insights/the-sign-of-a-stabilizing-market-xrp-utility/

Madigan, B., “Liquidity and Global Markets: 101 April 20, 2020, Ripple Insights,
https://ripple.com/insights/liquidity-and-global-markets-101/

Roberts, J., “Ripple says it will be sued by the SEC, in what the company calls a parting shot at
the crypto industry,” Fortune, December 21, 2020, https://fortune.com/2020/12/21/ripple-to-be-
sued-by-sec-cryptocurrency-xrp/

Vias, M., “Ripple Q1 2017 XRP Markets Reports,” Ripple Insights, April 18, 2017

Websites

“An On-Chain Analysis of Ripple’s Escrow System,” Coin Metrics, May 16, 2019,
https://coinmetrics.io/an-on-chain-analysis-of-ripples-escrow-system/

“Bithomp,” https://bithomp.com/explorer/rONpyVIL{UG8hatuCCHKzosyDtKnBdsEN3

Chicago Mercantile Exchange, “FX Products: Minimum Price Increments: Tighter Spreads,
Same Trusted Markets,” https://www.cmegroup.com/trading/fx/mpi.html#

“Coil: Building a New Business Model for the Web,” https://medium.com/coil/coil-building-a-
new-business-modcl-for-the-web-d33124358b6

Coinbase fee schedule: “What are the fees on Coinbase Pro?”,
https://support.pro.coinbase.com/customer/en/portal/articles/2945310-fees

CoinMarketCap, https://coinmarketcap.com/alexandria/glossary
“Decentralized Exchange,” https://xrpl.org/decentralized-cxchange.html

“Free Working Capital with On-Demand Liquidity,” https://ripple.com/ripplenet/on-demand-
liquidity/

Gemini fee schedule: “API Fee Schedule,” https://gemini.com/api-fee-schedule/#overview
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“How to pay with cryptocurrencies?” https://hostsailor.com/how-to-pay-with-cryptocurrencies/
“Market Performance, XRP Market Metrics,” https://ripple.com/xrp/market-performance
“MoneyGram,” https://imtconferences.com/moneygram/

“Nium,” https://ripple.com/customer-case-study/nium/

Office of Foreign Asscts Control Frequently Asked Questions, No. 559, March 19, 2018,
https://home.treasury.gov/policy-issues/financial-sanctions/faqs/559

“OTC Crypto Trading,” https://www.gsr.io/trading/otc-trading/

“Our Story,” https://www.rippleworks.org/our-story/

Schwartz, D., N. Youngs, and A. Britto, “The Ripple Protocol Consensus Algorithm,”
https://ripple.com/files/ripple _consensus_ whitepaper.pdf

“TransferGo Partners with Ripple to Offer Global Real-Time Payments Everywhere to
Everyone,” https://ripple.com/insights/transfergo-partners-with-ripple-to-offer-global-real-time-
payments-cverywhere-to-cveryone/

“What is XRP (XRP)?”, https://www.travala.com/payment/xrp
“Unified Fee Schedule,” https://www.bitstamp.net/fee-schedule/

“Virtual Currencies,” /RS, https://www.irs.gov/businesses/small-businesses-self-
employed/virtual-currencies

“We are on a mission to help impactful ventures thrive,” https://www.rippleworks.org/

“What is Payment Service Provider,” https://www.vapulus.com/en/what-is-payment-service-
provider/

“XRP: The Best Digital Asset for Global Payments,” https://ripple.com/xrp/
“XRPL’s Origin: Provide a Better Alternative to Bitcoin,” http://Xrpl.org/history.html

Data Sources

Bloomberg

CoinMarketCap, https://www.coinmarketcap.com
CryptoCompare, https://www.cryptocompare.com

Federal Reserve Economic Data (FRED), https://fred.stlouisfed.org/
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Index (USDX), Euro (price denominated in U.S. Dollars), and Japanese Yen (price denominated

in U.S. Dollars). I constructed these 28-day returns in an analogous way to the cryptocurrency

returns and subtracted from each the same risk-free rate.!” The table below summarizes the main

non-cryptocurrency variables used in my various analyses.

Exhibit C.2

Non-Cryptocurrency Variables Used in Analyses

Variable Description Source Field Name in Dataset
Price of Gold Gold spot price (in U.S. dollars) Bloomberg XAU
Bloomberg Commodity Index of commodity futures Bloomberg BCOM
Index (BCOM)
S&P 500 Index S&P 500 Index Bloomberg SPX
MCSI World Index Index of equities in Developed Markets countries  Bloomberg MXWO
MCSI Emerging Markets Index of equities in Fmerging Markets countries Bloomberg MXEF
Index
Furo Price of Furo n U.S. dollars Bloomberg EURUSD
Japanese Yen Price of Japanese Yen in U.S. dollars Bloomberg JPYUSD
US Dollar Index (USDX) The value of the U.S. dollar relative to a basket of  Bloomberg USDX

I-Month Treasury Rate

major currencies
1-Month U.S. Treasury Constant Maturity Rate

Federal Reserve Economic Data  DGSIMO

(FRED)

E. PRINCIPAL COMPONENTS ANALYSIS (PCA) IMPLEMENTATION

9. I constructed the cryptocurrency market factors by using the principal components

of the non-XRP returns of the coins. The PCA decomposition is based on the covariance of the

returns of 9 and 91 coins during Estimation Period 1 and Estimation Period 2, respectively.'®

17 When constructing the 28-day returns for traditional assets and the risk-free rate, in instances where information
was missing for a particular date, [ used the preceding date on which information was available. For example, |
used July 3, 2017 prices and indices for July 4, 2017 prices and indices that were unavailable on July 4, 2017.

18 Specifically, I used the covariance decomposition option is Stata’s built-in pca routine. Stata is a commonly-used
statistical package. See https://www.stata.com/manuals/mvpca.pdf.
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14.  Last, in calculating net distributions for use in the analyses, the record-level data
were adjusted by:* 1) converting values in fiat currencies to XRP (for a small sct of the data); 2)
resolving any discrepancies between the total distributions for the month and the change between
the end-of-month balances (in most months there is no discrepancy); 3) for Custody accounts
involving multiple records, ensuring the distribution was attributed to the (earlier) date on which
the account was sct up and ensuring a transaction is not double counted; 4) incorporating any
additional needed information contained in Ripple’s internal data files listed above. Some

notable adjustments arc detailed in Exhibit C.3 below:

Exhibit C.3
Adjustments in Ripple XRP Distributions Data
Date Amount (XRP) Description
March 2015 10000000 Flow related to Fidor Custody Account."!
November 2015 1,088862,713  Flow related to-:us(ody Account. "

-3500000000 Reserved account set up in March 2016 resukting in an outflow of 3.5 billon XRP (o Reserved account ("Custody - RW A

March 2016 —

March 2016 2000000000 *Transfer in as part of the Jed Settloment."”
Juse 2016 -2000000000  Four transactions related to "Custody wallets for Jed DAF. ntt]
January 2018 - 259999900  Inflows from Reserved accounts into Ityrle Main Balance reconciling information related to options settlement."”
February 2019
Notes:

[1] See Note Bin "Monthly" tab, RPLI SEC 1 1005%5 xlsx.
[2] See Note Em "Monthly" tab, RPLI SEC 1100596.xlsx.
[3] See Note D "Monthly" tab, RPLI_SEC 1100596.xIsx.
[4] See Note Gin "Monthly" tab, RPLI _SEC 1100596xIsx.
[5] See Row 13 n "Monthly" tab, RPLI_SEC0304726xIsx andRow 56 1n "Month" tab, RPLI SEC 0304724 xl5x.

2 Minor discrepancies involving monthly discrepancies of less than 1,000 XRP per month were ignored.
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