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General Overview

This Digital Asset Information Appendix (the “Appendix”) is being published by FTX US
Derivatives (the “Exchange”) as an informational and educational tool in connection with
the Exchange listing CFTC jurisdictional products that settle via the delivery of or
reference to the price of (or a pricing index referencing the price of) the digital asset
described herein.  This Appendix will be updated and refreshed, from time to time and
at least annually, in order to incorporate any material updates and changes that the
Exchange deems necessary in order make this Appendix substantially complete and not
materially false or misleading.  Unless otherwise stated, the Exchange was not involved
in the creation, invention, issuance, or distribution of the digital asset described in this
Appendix, and the Exchange warrants only that the material presented herein reflects
the results of its good faith efforts to collect and summarize the important economic,
technical, and functional characteristics of the described digital asset.  This is not a
registration statement for proposes of the securities laws.

1 The Digital Asset

(A) Identification of the Digital Asset.

● Ethereum or ETH.

● Ethereum, or ETH, is a digital asset that is created and transmitted
through the operations of the peer-to-peer Ethereum Network, a
decentralized network of computers that operates on cryptographic
consensus mechanism protocols. No single entity owns or operates the
Ethereum Network, the infrastructure of which is collectively maintained
by a decentralized user base. The Ethereum Network allows people to
exchange tokens of value, ETH, which are recorded on the publicly
visible Ethereum blockchain.  The Ethereum network is also
programmable and allows for the deployment and execution of smart
contracts and decentralized applications, discussed below.

1



● ETH can be used to pay for goods and services, including
computational power on the Ethereum network, or it can be converted
to fiat currencies, such as the U.S. dollar, at rates determined on digital
asset exchanges or in individual end-user-to-end-user transactions
under a barter system.

● Previously a proof-of-work mining consensus blockchain, following a
transition that completed as of September 15, 2022, the Ethereum
blockchain utilizes a proof-of-stake validator consensus mechanism.
The ethereum.org website describes the three components of the
validator consensus mechanism as follows: (1) The blockchain derives
its crypto-economic security from a set of rewards and penalties applied
to capital locked by stakers, using an incentive structure that
encourages individual stakers to operate honest validators, punishes
those who do not, and creates an extremely high cost to attack the
network.  (2) In parallel, there is a protocol that governs how honest
validators are selected to propose or validate blocks, process
transactions and vote for their view of the head of the chain. In the rare
situations where multiple blocks are in the same position near the head
of the chain, there is a fork-choice mechanism that selects blocks that
make up the 'heaviest' chain, measured by the number of validators
that voted for the blocks weighted by their staked ether balance.  (3)
While not explicitly defined in the Ethereum blockchain code, additional
security is offered by potential out-of-band social coordination as a last
line of defense against attacks on the network.

● The Ethereum blockchain is often described as a Layer 1 blockchain
network, meaning that it is a base blockchain network and does not
reside on or rely on any other blockchain network for its functionality.
However, unlike Bitcoin, the Ethereum blockchain is programmable,
operating as a decentralized smart contract execution platform on top of
which smart contracts and Layer 2 tokens may be built / programmed /
deployed.  That is, the Ethereum Network also allows users to write and
implement smart contracts—which is general-purpose code that
executes on every computer in the network and can instruct the
transmission of information and value based on a sophisticated set of
logical conditions. For example, through smart contracts, users can
create markets, store registries of debts or promises, represent the
ownership of property, move funds in accordance with conditional
instructions and create digital assets other than ETH on the Ethereum
Network. Smart contract operations are executed on the Ethereum
Blockchain in exchange for payment of ETH (which is used to reward
proof-of-stake validators) and are subject to the same general validation
process, a transaction that only involves sending ETH.

● The Ethereum blockchain may be viewed at a number of publicly
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accessible blockchain explorers, some of which are open source and
some privately operated; for example, see:

○ https://etherscan.io/ and/or
○ https://etherchain.org/.

(B) Creation / Genesis of the Digital Asset.

● The Ethereum Network was originally described in a 2013 white paper
by Vitalik Buterin, a programmer involved with Bitcoin, with the goal of
creating a global platform for decentralized applications powered by
smart contracts. The formal development of the Ethereum Network
began through a Swiss firm called Ethereum Switzerland GmbH in
conjunction with several other entities. Subsequently, the Ethereum
Foundation, a Swiss non-profit organization, was set up to oversee the
protocol’s development. The Ethereum Network went live on July 30,
2015. Unlike other digital assets, such as Bitcoin, which are solely
created through a progressive mining process, 72.0 million ETH were
created in connection with the launch of the Ethereum Network and
distributed to various supporters of the Ethereum Network project,
including investors and contributors. Coinciding with the network
launch, it was decided that EthSuisse would be dissolved, designating
the Ethereum Foundation as the sole organization dedicated to protocol
development.  To learn more about the Ethereum Foundation, see:
https://ethereum.org/en/foundation/.

● The Ethereum Network is decentralized and does not require
governmental authorities or financial institution intermediaries to create,
transmit or determine the value of ETH. Rather, following the initial
distribution of ETH, ETH was created and allocated by the Ethereum
Network protocol through a “mining” process that is currently subject to
issuance caps both per year and per block (note that the Ethereum
consensus mechanism is no longer powered by mining and is instead
powered by validators backed by staked ETH and the rewards go to
those staked ETH providers rather than miners).   There is no
aggregate cap on the total number of ETH that may ever be
outstanding. As noted above, the value of ETH (in terms of fiat
currency, for example) is determined by the supply of and demand for
ETH on digital asset exchanges or in private end-user-to-end-user
transactions.

● New ETH are created and rewarded to the validators of a block in the
Ethereum Blockchain for verifying transactions. The Ethereum
Blockchain is effectively a decentralized database that includes all
blocks that have been mined by miners and it is updated to include new
blocks as they are mined. Each ETH transaction is broadcast to the
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Ethereum Network and, when included in a block, recorded in the
Ethereum Blockchain. As each new block records outstanding ETH
transactions, and outstanding transactions are settled and validated
through such recording, the Ethereum Blockchain represents a
complete, transparent and unbroken history of all transactions of the
Ethereum Network.

● Like the Bitcoin network, the underlying code of the Ethereum network
is open source and, at least in theory, anyone may propose updates
and changes.  These can become adopted if a majority of the mining
community supporting the Ethereum network chooses to implement that
updated or changed version of the Ethereum code.  In practice
Ethereum software code update proposals follow a relatively
regimented community review and approval process.  See
https://eips.ethereum.org/ and https://github.com/ethereum/pm/ for
detailed additional information.

2 Purpose, Function, Governance, Users, and Maintenance

(A) Digital Asset Purpose and its Network.

● ETH is the native token of the Ethereum network and is viewed as an
analogue or alternative to currency issued by centralized authorities,
such as national governments (i.e., fiat currency); it is also the required
currency needed to pay network transactions and usage fees.

● Ethereum can be used as digital money to the extent accepted by
merchants or other goods and services providers. Similarly, ETH is a
permissible form of payment for taxes in certain jurisdictions - again, in
each case subject to applicable governing law and any implementing
guidance or regulations.  Importantly, as described above, Ethereum is
also programmable, so users can also build and deploy decentralized
applications on its network.  This results in a general purpose
blockchain that can be programmed to do a wide range of functions.

● Like bitcoin transactions, ETH transfers are permissionless, meaning
that the sender of ETH may send their ETH to any other Ethereum
network wallet / address as long as they have supplied the relevant
private key that governs their own Ethereum network wallet / address.
The receiving wallet / address has no ability to reject or block a properly
tendered incoming transfer.
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(B) Blockchain and the Digital Asset.

● The Ethereum blockchain network is the critical underlying
infrastructure that supports and makes possible the holding, transfer,
and other use cases of ETH.

● Ethereum is not the only Layer 1 blockchain network whose primary
feature is a native token that is designed to be used as money plus a
programmability feature that is designed for the proliferation of smart
contracts and decentralized applications.  There are multiple competing
blockchains that purport to offer a similar or better Layer 1 blockchain
plus programmable Layer 2 functionality.

(C) Digital Asset Function.
● The Ethereum network utilizes a proof-of-stake validator consensus

methodology, which is described in 1(A) and 1(B), above.

(D) Digital Asset Users and Community.

● The primary actors in the Ethereum ecosystem are:
○ Owners of Ethereum (i.e., individuals and entities holding the

private keys to access and control wallets / addresses);
○ Proof-of-stake validators;
○ Developers that contribute to maintaining and updating the

Ethereum blockchain software; and
○ Smart contract developers that are creating and deploying smart

contracts and decentralized applications on top of the Ethereum
network.

(E) Digital Asset Governance; Conflicts

● The Ethereum blockchain network does not have a governance body or
other similar governing committee, management team, or board of
directors.

● However, in theory anyone with the ability to control more than fifty
percent (50%) of the proof-of-stake validator capacity on the Ethereum
network at a given point in time could control the network; to our
knowledge, this has not happened.

(F) Digital Asset Technology and Software Maintenance.
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● As noted above, for details on how the Ethereum network software
code is maintained, and updated, please see https://eips.ethereum.org/
and https://github.com/ethereum/pm/ for detailed additional information.

(G) Transparency; Roadmap; Environment.

● As noted above, the Ethereum blockchain is publicly viewable at
several online block explorers.

● The Ethereum blockchain network is not generally expected to be
updated or expanded in terms of functionality and use cases; however,
there is a large community of programmers and developers building on
the Ethereum network and it is not inconceivable that there may be
proposals that would update, expand, or alter in a material way the
functionality of the Ethereum network.  Such a development would
typically be widely discussed in the broader cryptocurrency community
in the weeks and months leading to its implementation.

● Ethereum’s transition to proof-of-stake mining dramatically reduced the
amount of electricity used to maintain the Ethereum blockchain (versus
its prior proof-of-work mining consensus mechanism).

3 Financial Information

(A) Digital Asset Token Economics.

● See (1)(B), above.

● Size and related metrics -
○ While difficult to identify with precision, there are more than

10,000 Ethereum network nodes.
○ Estimates suggest that there are millions of individual Ethereum

owners in the world.

(B) User Earnings.

● Some Etheruem holders may lend or otherwise place their ETH with
third parties (and/or other decentralized protocols) in order to earn
interest or some rewards.
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● As noted above, ETH owners may also stake their ETH to a network
validator in order to participate in rewards that are distributed to
proof-of-stake validators for maintaining and validating transactions on
the Ethereum network.

(C) Sources of Funding.

● The maintainers and contributors to the Ethereum software code are
largely self-funded and/or funded by grants from industry participants.

● Ethereum network stakers for validation are generally self-funded
and/or raise funds in the global capital markets on a competitive
commercial basis.

● While individual ETH holders are generally free to sell or transfer their
ETH, there is no known plan for or pending future offerings of Ethereum
for sale or distribution by the ETH network other than through rewards
and transaction fees issued to validation stakers.

4 Other Information

(A) Legal and Other Proceedings.

● As of the date of this Appendix, the Exchange is unaware of any
material legal or other similar proceedings or processes, whether
through current or threatened litigation, known investigations that are
reasonably likely to lead to litigation involving the Ethereum blockchain
network and ETH.

● It is likely that regulators, both in the US and globally, will continue to
evaluate the Ethereum network and the ETH token, both from a legal
categorization perspective and a network security perspective, and they
may issue further rules, guidance, or other similar requirements that
could impact the value of ETH or the usability of the Ethereum network.

(B) Selected Risk Factors.
● Digital assets frequently do not represent legal tender, and many

question whether they have intrinsic value. The price of many digital
assets is based on the agreement of the parties to a transaction.
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● The price of a digital asset is generally based on the perceived value of
the digital asset and supply and demand forces, and is subject to
changes in sentiment, which makes digital assets highly volatile.
Certain digital assets have experienced daily price volatility of more
than 20%.

● Digital assets may not and typically do not have rights traditionally
associated with holders of equity or debt securities, including rights to
dividends, rights in insolvency, or legal or contractual rights to exercise
control in connection with the operations of any inventor, sponsor,
issuer, or other similar person or entity.

● Futures, options, and swaps related to a given digital asset may be
traded on a CFTC-licensed exchange but may also be traded through
privately negotiated transactions and through numerous online trading
platforms and intermediaries around the world. The lack of a centralized
pricing source poses a variety of valuation challenges. In addition, the
dispersed liquidity may pose challenges for market participants trying to
exit a position, particularly during periods of stress.

● The relatively new and rapidly evolving technology underlying digital
assets introduces unique risks. For example, a unique private key is
typically required to access, use or transfer a digital asset. The loss,
theft or destruction of a private key may result in an irreversible loss.
The ability to participate in, or occurrence of forks could also have
implications for investors.

● The cybersecurity risks of digital assets and related “wallets” or markets
include, among other things, hacking vulnerabilities and a risk that
publicly distributed ledgers may not be immutable. A cybersecurity
event could result in a substantial, immediate and irreversible loss for
investors in a digital asset or its value. Even a minor cybersecurity
event in a digital asset is likely to result in downward price pressure on
that product and potentially other digital assets.

● One or more jurisdictions may, in the future, adopt laws, regulations or
directives that affect digital assets, underlying networks, and their
users. Such laws, regulations or directives may impact the price of
digital assets and their acceptance by users, merchants and service
providers. These can include developments in commodities laws,
securities laws, consumer protection, tax, and privacy or other legal or
regulatory regimes implicated by the use of the digital asset and/or
network as applicable.

● Many digital assets and, where applicable, their underlying networks
rely substantially on the engagement and contributions of a developer
community that is frequently under no obligation to continue supporting,
developing on, or otherwise engaging with the digital asset and/or the
network.  The cessation of engagement by and contributions from
certain developer communities can result in meaningful decreases in
value of a digital asset.
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5 Other Resources and Disclosures

(A) CFTC Resources. Additional information regarding futures trading and digital
assets has been prepared by the Commodity Futures Trading Commission
(“CFTC”) and may be found as follows:

● Basics of Futures Trading.
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/FuturesMa
rketBasics/index.htm

● Futures Glossary.
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/CFTCGlos
sary/index.htm

● An Introduction to Virtual Currency.
https://www.cftc.gov/sites/default/files/2019-12/oceo_aivc0218.pdf

● Lab CFTC Educational Resources:
○ Digital Assets Primer (Dec. 17, 2020).

https://www.cftc.gov/PressRoom/PressReleases/8336-20
○ A Primer On Virtual Currencies (Oct. 17, 2017).

https://www.cftc.gov/sites/default/files/idc/groups/public/documen
ts/file/labcftc_primercurrencies100417.pdf

○ A Primer on Smart Contracts (Nov. 27, 2018).
https://www.cftc.gov/sites/default/files/2018-11/LabCFTC_Primer
SmartContracts112718.pdf

● Customer Advisory: Understand the Risks of Virtual Currency Trading.
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/understand_risks
_of_virtual_currency.html

● Customer Advisory: Understand Risks and Markets before Reacting to
Internet Hype.
https://www.cftc.gov/LearnAndProtect/AdvisoriesAndArticles/Customer
Advisory_SocialMedia_Metals.html

(B) NFA Resources. While FTX US Derivatives is not in any way regulated by
the National Futures Association (“NFA”), additional information regarding
futures trading and digital assets has been prepared by NFA and may be
found as follows:

● Futures Fundamentals.
https://www.nfa.futures.org/investors/investor-resources/files/futuresFun
damentals.html

● Investor Education Resources.
https://www.nfa.futures.org/investors/investor-resources/index.html

● NFA Investor Advisory - Futures on Virtual Currencies Including Bitcoin
(Dec. 1, 2017).
https://www.nfa.futures.org/investors/investor-advisory.html

PARTICIPANTS SHOULD BE AWARE THAT FTX US DERIVATIVES IS NOT
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A MEMBER OF NFA, AND IS NOT SUBJECT TO NFA REGULATORY
OVERSIGHT OR EXAMINATIONS.  ADDITIONALLY, YOU SHOULD BE
AWARE THAT NFA DOES NOT HAVE REGULATORY OVERSIGHT
AUTHORITY OVER UNDERLYING OR SPOT VIRTUAL CURRENCY
PRODUCTS OR TRANSACTIONS OR VIRTUAL CURRENCY EXCHANGES,
CUSTODIANS OR MARKETS.
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