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Summary

S&P Global Ratings assesses the ability of TrueUSD (TUSD) to maintain its peg to the U.S.
dollar at 5 (weak). Techteryx, an Asia-based consortium, assumed the full management of
TUSD from July 2023, after acquiring ownership from TrueCoin LLC (a subsidiary of
Archblock, Inc.) in October 2020.

Our asset assessment is 4 (constrained) since we have limited information on the nature
of the assets in the reserve or the creditworthiness of institutions holding these assets.
TUSD uses real-time attestation for its underlying assets, which comprise deposits with
depository institutions in Hong Kong and the Bahamas, according to public information. The
independent accountant's report states that the assets include cash denominated in U.S.
dollars (less than 0.2% of total assets) and a deposit at First Digital Trust Ltd. (FDTL), whose
underlying assets are undisclosed.

The negative adjustment is because of the scarcity of public information about the
segregation of the underlying assets and their bankruptcy remoteness from Techteryx.
This goes beyond what is mentioned in the independent accountant's report. We also see
lack of clear guidance on asset management as a weakness. TUSD is not regulated.

The stablecoin stability assessment could improve if we have more visibility on the
creditworthiness of the banks where the underlying assets are deposited, as well as the
quality of these assets and their bankruptcy remoteness from the sponsor, Techteryx. The
use of riskier assets could lead to a worse asset assessment.

This report was not produced at the request of the stablecoin issuer or sponsor and without their input.
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4 | Constrained

assessment

Assessed on a scale of 1-5, where 1is
very strong and 5 is weak.
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Asset assessment: 4 | Constrained

TUSD's assets are attested in real time. The assets covering TUSD are reported and verified in
real time by Moore, an accounting firm in Hong Kong, which provides this service using
VeriNumus Real Time Reserves, in collaboration with The Network Firm LLP (TNF)--TUSD’s
previous reserves attestator--for technical services. Before that, LedgerLens Real Time
Reserves, a system created by TNF for its real time attestations, was used.

Information about the assets' composition is scarce. On Nov. 17, 2024, TUSD had about $503
million in reserves for a circulating supply of about $496 million, which is a material decline from
more than $3 billion in reserves and circulation in November 2023. According to public
information, these assets include deposits with depository institutions in Hong Kong and the
Bahamas for the benefit of TUSD holders. The assets reportedly comprise U.S.-dollar-
denominated cash (less than 0.2% of assets); the remainder of $501.8 million is deposited at
FDTL, a single fund. There is no publicly available information on FDTL's underlying assets. As per
attestation reports, assets are reported at historical costs.

Assets can be subject to interest-rate or foreign-currency risks. Given the lack of information
on their composition, assets could be subject to market risks. This is factored in our asset
assessment score of 4 (constrained).

Reported assets and TUSD in circulation as of Nov. 17, 2024
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Sources: tusd.io, S&P Global Ratings.
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Adjustment: Neutral

Overall adjustment

We have adjusted downward our asset score given the scarcity of public information about the segregation of TUSD's assets
and their bankruptcy remoteness from Techteryx, beyond what is mentioned in the attestation report. We also see the lack of
clear guidance on asset management as a weakness. TUSD is unregulated and it experienced some price volatility in early 2024.

Governance: Lack of clear guidance and transparency in asset management

e Techteryx bought TUSD in December 2020 from ArchBlock and assumed full management of
the stablecoin in July 2023. Public information about Techteryx's ownership or other
activities is scare. We understand the company is based in Singapore and has business in
real estate, entertainment, and information technology in Hong Kong, Singapore, and China.

e The failure of Silicon Valley Bank (SVB) had a significant impact on some stablecoins,
including TUSD. According to public information, ArchBlock moved about $1 billion of TUSD's
assets to a small Bahamian bank at around the time of SVB's failure. This move points to
potential governance weaknesses, since the reported transfer is almost equivalent to one-
third of the assets of the stablecoin and we rate Bahamas (B+/Stable/B).

e TrueCoin (a subsidiary of ArchBlock) and TrustToken (the developer and operator of lending
protocol TrueFi) were both a subject of a Security and Exchange Commission (SEC)
complaint in the U.S. The complaint alleges that, from November 2020 until April 2023,
TrueCoin and TrustToken engaged in the unregistered offer and sale of investment contracts
in the form of TUSD, and profit-making opportunities with respect to TUSD on TrueFi. The
complaint further alleges that TrueCoin and TrustToken falsely marketed the investment
opportunity as safe and trustworthy by claiming that TUSD was fully backed by U.S. dollars
or their equivalent. Without admitting or denying the allegations, TrueCoin and TrustToken
have reportedly agreed to settle the SEC’s charges by consenting to the entry of final
judgments from violating applicable provisions of the federal securities laws and the
payment of civil penalties of $163,766 each. TrueCoin has agreed to pay disgorgement
(repayment of ill-gotten gains) of $340,930 with prejudgment interest of $31,538. The
settlements are subject to court approval.

e TUSD's assets are reported and attested on areal time basis by Moore, an accounting firm in
Hong Kong, which provides this service using VeriNumus Real Time Reserves in collaboration
with TNF (TUSD’s previous reserves attestator) for technical services. VeriNumus was
introduced by Moore in January 2024. However, there is very limited public information on
this technology.

Regulatory framework: Lack of regulation and information about legal asset
segregation

e TUSDis unregulated, which we see as a weakness. In addition, there is no publicly available
information regarding the segregation of TUSD's assets from those of Techteryx. The
attestation report of TUSD's reserves states that Techteryx and its agents are not entitled to
TUSD's assets and that there are no liens, claims, or security interest in those assets.
However, we have not seen any legal opinion to back this statement.
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Liquidity and redeemability: Primary redeemability is subject to a limited
minimum amount

e Direct redemption of TUSD is reportedly easy but subject to a minimum redemption amount
of $1,000. The redemption request is made directly on the stablecoin app and it reportedly
takes one business day to be processed. TUSD does not charge fees for minting and
redemption but users can be subject to third-party processing fees. Redemption is entirely
through smart contracts, without any human intervention.

e  Secondary market liquidity for TUSD had historically been good but it has declined over the
past 12 months as the stablecoin market capitalization declined. In our view, secondary
market liquidity could be volatile.

o Like other stablecoins, the availability of parties that can support 24/7 payments remains
limited and therefore, TUSD redemption is constrained by banking systems operating hours.

Technology and third-party dependencies: No critical or high-risk
observations in the last audit

e Thesmart contract for TUSD was audited by EtherAuthority in March 2024 and the audit
report did not highlight any critical or high-risk observations (except for issues related to
centralization).

e Thereis noinformation on whether the company has a bug-bounty program, which
encourages the reporting of bugs.

e TUSD is available on nine blockchain networks (four natively and five bridged). About 60% of
the stablecoin supply is available on Ethereum and about one-third is on Tron.

Track record: Few episodes of price volatility

e TUSD saw some volatility in its secondary market prices in early 2024 following large
redemptions. There is no information about what caused this.

e Before this episode, TUSD's price dropped to $0.8 on Binance US in June 2023. This followed
the failure of Prime Trust, which TUSD used to make fiat currency transfers for its stablecoin,
24 hours a day seven days a week, and was shut down by the Financial Institutions Division of
the Nevada Department of Business and Industry for reportedly violating state regulations. It
was reported that TUSD stopped subsequently minting or redeeming TUSD via Prime Trust,
while other minting and redemption services were still accessible. TUSD also declared that it
has no exposure to Prime Trust and its following audit report showed a minimal exposure of
$26,000.

e lack of a strong governance framework and transparency on the composition of the assets
implies that TUSD can be confidence sensitive, in our view.
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) may receive compensation from the stablecoin issuers or sponsors for
the provision of the Stablecoin Stability Assessment (Product) produced at the request of the stablecoin issuer or sponsor, and receives no
compensation where the Product is not produced in response to such a request. S&P may receive compensation from these stablecoin issuers or
sponsors related to other products and services, including providing credit ratings to the stablecoin issuer or sponsor.

The Product is not a credit rating. The Product does not guarantee the stability of any stablecoin. The Product is not a research report and is not
intended as such.

No content (including analyses within the Product, ratings, credit-related analyses and data, valuations, model, software or other application or
output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored
in a database or retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P).
The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content.
S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of
the Content, or for the security or maintenance of any data input by the user. The Contentis provided on an “as is” basis. S&P PARTIES DISCLAIM
ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any
use of the Content even if advised of the possibility of such damages.

Analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions and analyses are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not
address the suitability of any security or investment. S&P assumes no obligation to update the Content following publication in any form or format.
The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors
and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where
registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no
duty of due diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a credit
rating and related analyses.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses.

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.
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