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Andoni Nicolau

Andoni is the head of Digital Assets at Jaltech and is
an Actuarial Science and Statistics graduate from
Wits University. In addition, Andoni has completed
various bitcoin and cryptocurrency courses through
international universities. Professionally, Andoni
has been active in the cryptocurrency industry since
2016, during which time he has invested and traded
for private clients.

With his background and experience Andoni joined
Jaltech with the goal of making cryptocurrency
investments accessible and understandable to the
regulated market.



COURSE OUTLINE

Module 1: Properties of Money

Module 2: What is Blockchain?
Module 3: Investment Opportunities

Module 4: Regulation and Tax Treatment

SA |croem ™



MODULE 1

Properties of Money
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Module 1: Properties of Money

TOPICS
1. Evolution of Money
2. Functions & Characteristics of Money

LEARNING OUTCOMES

— Understand how money has evolved

— Different goods can be used as money

— Understand how cryptocurrencies compete
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FUNCTIONS OF MONEY
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CHARACTERISTICS OF MONEY \
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MODULE 2

What is Blockchain?
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Module 2: What is Blockchain

TOPICS
1. Centralized Systems
2. Decentralized Systems
3. Network Consensus
4. Incentive Models

LEARNING OUTCOMES

— Differentiate between centralized and decentralized systems
— Grasp how network consensus is achieved

— Understand what incentives cause networks to grow




CENRALIZED MONETARY SYSTEMS

Centrally —One entity is the
controlled decision maker

Centralised — One entity controls
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Fraud risk —Journals can be altered ,,,,,,,,,,,

SARB .....................

South African Reserve Bank




DECENRALIZED NETWORKS - BLOCKCHAI

Decentralised Ledger

Robust

Self-regulating

Immutable




PROOF OF WORK CONSENSUS MECHAN

Proof of work is the mechanism that ties the digital realm to the
real world.

PoW is a partial solution to the Byzantine General’s problem.

PoW is the process which gives finality to transactions and
regulated the distribution of new currency.



SECURITY AND INCENTIVE MODE
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MODULE 3

Investment Opportunities
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Module 3: Investment Opportunit

TOPICS
1. Universe of Crypto Tokens
2. Token Classifications
3. Return and Investor Profiles
4. Risks and Criticisms

LEARNING OUTCOMES
— Differentiate between various cryptocurrencies

— Understand the different investment opportunities and where
to access them

— Appreciate the inherent risks



UNIVERSE OF TOKENS
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TYPES OF CRYPTOCURRENCY

------------- NON-SOVEREIGN SUPPLY




COMPARATIVE RETURNS AGAINST GOLD & STOCKS
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ASYMMETRIC PAYOFFS: SIMPLE ILLUSTRATION

R200,00

What do we mean by __,
asymmetric payoffs? ...

— Maximum loss: 100% of small allocation 118000
. R120,00
— Average YoY gains of 200%
R100,00
R80,00
Portfolio with no R60,00
BTC/ETH R100 R110 R121 R133 R 146
Portfolio with R40,00
2%, R100 R107 R118 R 130 R 143
total loss 2L
Portfoliowith 2100 R112 R127 R150 R185 .

2% and 20X

==Portfolio with no BTC/ETH =—Portfolio with 2%, total loss =—Portfolio with 2% and 20X



RISKS & CRITICISMS
| | | |

Macro Risk Technical Risk Decentralization Regulatory Risk

Environmental Risk Counterparty Risk




Hacked Crypto Exchanges

27 Jan. 2018 10 Jun. 2018 14 Sept. 2018 7 May. 2019 26 Nov. 2019 19 Aug. 2021 11 Dec. 2021
CoinCheck Coinrail Zaif Binance Upbit Liguid AscendEX
$560 million $40 million $60 million $40 million $49 million $97 million $80 million
10 Feb. 2018 18 Jun. 2018 25 March 2019 11 July. 2019 25 Sept. 2020 5 Dec. 2021 17 Jan. 2022
Notable Cryptocurn-ency Bitgrail Bithumb Coinbene Bitpoint KuCoin BitMart Crypto.com
Exchange Hacks: $146 million $31 million $40 million $32 million $275 million $150 million $34 million

2018 - 2022
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Regulations & Tax Treatment
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Module 4: Regulations and Tax Treat

TOPICS
1. Current Regulatory & Tax Treatment
2. Future Regulatory & Tax Treatment

LEARNING OUTCOMES

— Understand the laws and tax treatments pertaining to
cryptocurrencies




CURRENT REGULATORY TREATME

—Is not legal tender
SARB —Falls outside of SARB regulatory mandate

2014 position paper —Cannot be used to avoid exchange controls
—Regarded as asset of intangible nature

SARS —Applies normal income tax rules to gains or losses

April 2018 —Onus with taxpayer to declare (Income Tax vs CGT)
—Typically taxed as part of revenue account

IFWG —Consists of members from NT, SARB, FIC, FSCA

Policy —Creation of CASPs

recommendations —CAR WG released updated paper on 11 June 2021

FSCA —Give partial effect to IFWG policy recommendations

—Crypto Assets classified as a financial product under FAIS

November 2020 notice —Intention to create new license category




LATEST REGULATORY ANNOUNCEME

—SARB to classify cryptocurrencies as a financial product
SARB & IFWG —To be regulated under FAIS Act

June 2022 press release —12-18 month timeline to implement regulation

FSCA

—New license category and accreditation for CASPs
Expected H1 2023
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THANK YOU

Contact:
andoni@jaltech.co.za

www.jaltech.co.za



Disclaimer

The contents contained herein should not be
construed as investment, tax, legal, accounting
and/or other advice. For advice on these matters
consult your preferred adviser. Jaltech Digital Asset
Holdings Ltd (“JDAH") is not an authorised financial
service provider and is not regulated by the Financial
Sector Conduct Authority (“FSCA"). If returns are
mentioned it must be noted that past performance is
not an indication of future performance. JDAH
accepts no liability for the content herein, or for the
consequences of any actions taken on the basis of
the information provided, unless such information is
subsequently authorised by a director of JDAH.
Furthermore, Cryptocurrency investments in South
Africa are currently not regulated by the Financial
Service Conduct Authority or any other regulatory
body.
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ACCOUNTING FOR
CRYPTOCURRENCY

Shehnaaz Suleman




PRESENTER
SHEHNAAZ SULEMAN, PARTNER

shehnaaz is a partner in BDO Financial Services in the IFRS Technical
department at BDO South Africa. She has 10 years' experience in the
technical accounting space, with & focus on financial service entities.
she has previously worked in the departments of professional practice
in two of the big 4 audit firms and was a key member of the technical
accounting team. She was responsible for providing technical
accounting guidance and supported the audit teams across Africa as well
as in the UK. Part of this role involved heading up an IFRS 17 Centre of
Excellence globally where practical challenges and differences in

interpretation of the new requirements were discussed and debated.




AGENDA

1. BDO’'S Crypto credentials

Z. Accounting considerations for crypto & NFTs
IFRS considerations
IASB view on crypto



OUR
CLIENTS
ARE
MIGRATING

i
Currencies i ik
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South Africa-based FH20 Waler Seoutiies launches wonid-  [anee CEQ Meets SEHEgEhEﬂ!
1 Ivory Coast Presidents,
Kenya is the African Leader in Crypio Muptg;y; "Afriea s Primed for

: Crypto Adoption’

firal Grppdo 'waler IGken, ecaives 315 invagtiner To

Mew Bitcoin SV Ambassadors
Appointed for East & West Alrica

2022, The Year For Blockchain
Technology In East Africa

Reserve Bank to declare crypto a financial

product, enabling trade on local exchanges a0
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EMBRACING CRYPTO ADVISORY AS A REVENUE STREAM
A NEW SERVICE OFFERING

CRYPTO EXCHANGES | CRYPFTOFUNDS | CRYPTD CUSTODIANS | NGITAL MARKETPLACES | NFT CREATDRS | MARKETPLACE OPERATORS |

LENDINGFDEF] | DERIVATIVES | STABLE COIMS & TOREMIZARION

AUDIT | ADVISORY | TAX
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TECHNOLOGY SALES: B-CRYPT



HISTORY OF THE BOARD'S DISCUSSIONS
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WHICH STANDARDS COULD APPLY?
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AGENDA DECISION: HOLDING OF
CRYPTOCURRENCIES

SALE in the ORDINARY COURSE OF BUSINESS?
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______________________________________

An entity does nok
account for holdings of
Cryphocurmencies as
CASH or a FINANCIAL
yCCET




DEFINING THE IA5B WORK PLAN FOR 2022 - 2026

) =

Pulished End of commeant crart of Buslicatian of 1458 exmcution
Request far paricd daliberations Faedback af ackivities and
Infarmation Statement wark plan

Objective of the agenda consuitation

To seek views an

B The strategicdirectian and balance of the 1A58's activities

k The criveria for assessing the priorityaf financial reporting that could be added to the work plan
» Hew financial reparting tssuss that could be given priority in the 1ASB swork plan
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TOP FIVE PANEL DISCUSSION CONSIDERATIONS
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HOLDER ACCOUNTING
DEVELOPING IFRS REQUIREMENTS

Guidamce for when

Limitations of [AS
2 and |AS 38
measurement
requirements

cf ypboaisets are
non-financial
assebs held a5
invesimants

Update of "cash
and cash
equivalents™
definition

Update of

“financial assets”
definithon

Intermediary
holders {i.e.
custodians,
brokers,
exchanges)

Utility tokens
when considersd
ac prepayments
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ISSUER ACCOUNTING
WHICH IFRS STANDARDS COULD APPLY?

In the absence of specific IFRES suidance, MO isswing =ntities can apgly aone of a combination of the
£ ¥
following IFRS standards:
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VALUATION METHODS
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APPROACHES TO THE CLARIFICATION OR
DEVELOPMENT OF IFRS

Develop a new

Ho change to Clarify/amend standard on
existing [FRS £ existing IFRS i+ i cryptoassets or

requirements . requirements : ¢ broader category
sk 1 of digital assets
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SHEHNAAZ SULEMAN

FARTHNER

BDO SOUTH AFRICA e
E: SSuleman@bdo.co.za =

Jaltech Contact: r 2}
andoni@jaltech.co.za o
www. jaltech.co.za




