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Disclaimer: This commentary is provided as general information only and is in no way intended as investment advice, investment research, a research report or a recommendation. Any decision to invest or take any
other action with respect to the securities discussed in this commentary may involve risks not discussed herein and such decisions should not be based solely on the information contained in this document.

Statements in this communication may include forward-looking information and/or may be based on various assumptions. The forward-looking statements and other views or opinions expressed herein are made
as of the date of this publication. Actual future results or occurrences may differ significantly from those anticipated and there is no guarantee that any particular outcome will come to pass. The statements made
herein are subject to change at any time. Arca Funds disclaims any obligation to update or revise any statements or views expressed herein.

In considering any performance information included in this commentary, it should be noted that past performance is not a guarantee of future results and there can be no assurance that future results will be
realized. Some or all of the information provided herein may be or be based on statements of opinion. In addition, certain information provided herein may be based on third-party sources, which information,
although believed to be accurate, has not been independently verified. Arca Funds and/or certain of its affiliates and/or clients hold and may, in the future, hold a financial interest in securities that are the same as
or substantially similar to the securities discussed in this commentary. No claims are made as to the profitability of such financial interests, now, in the past or in the future and Arca Funds and/or its clients may sell
such financial interests at any time. The information provided herein is not intended to be, nor should it be construed as an offer to sell or a solicitation of any offer to buy any securities. This commentary has not
been reviewed or approved by any regulatory authority and has been prepared without regard to the individual financial circumstances or objectives of persons who may receive it. The appropriateness of a
particular investment or strategy will depend on an investor’s individual circumstances and objectives.
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Technology Transforms Businesses

Business models prescribe how a company organizes, creates, and delivers value to its customers.

Mass Production Distribution & Internet & Customer Centered Decentralized &
Business Models Marketing E-Commerce Business Models Autonomous
Business Models Business Models Business Models
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production Low-cost production & Control of ‘customer obsession’ Blockchain based
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Figure 1. Business Model Evolution

Traditional business models are process-heavy, manual, depend on
third parties, and lack trust and transparency.
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3 Ways Businesses Can Incorporate
Blockchain

Replace internal, Digitize existing or Integrate
laborious processes new assets on-chain third-party
with enterprise with tokenization

blockchain
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0l. Implement Enterprise Blockchain

Enterprise blockchains
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company-specific and data protection movement chain management

blockchains designed
to optimize and

streamline business Mx Blockchain @

operqtions at scale to Settle customer disputes Execute crude oil trading

improve a company’s

bottom line. % BARCLAYS 'JJ United BRITISH AIRWAYS
Streamline fund transfers Healthcare Streamline security
and KYC processes Improve doctors checkup processes

directories for accurate

Figure 2. Top Companies insurance claims filings

Using Blockchain
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Enterprise Blockchain

Different Types of Blockchains

Intranet Private Blockchain
. : Intranet is shared content Private Blockchain is managed by a central
Implementlng a prlvote accessed by members | operator that shares data with participants it
.. within a single organization. chooses to share the data with.

or perm|SS|oned

distributed ledger

network can help Extranet Permissioned Blockchain
Extranet is shared content accessed Permissioned Blockchain is managed by a

businesses achieve by groups through cross-enterprise consortium that governs access to
boundaries. permissioned participants.

coherent, effective, and

secure ways of

conducting business Internet Public Blockchain
Internet is global communication Public Blockchain is managed by consensus
accessed through the Web. i of a fully anonymous set of participants.

Figure 3. The Enterprise Blockchain Spectrum
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Enterprise Blockchain

Blockchains Serve as a Single Source of Truth

Blockchain entry serves
in both companies’
accounting

-

Blockchain

Complete, automated
audit of all transactions

Every transaction
becomes “notarized”

Company A Company B

Stakeholders Distributors Clients Investors
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Enterprise Blockchain

Potential Benefits

Programmable smart Blockchain data can be Information is shared
contracts that tamper-proof, among permissioned

self-execute based on eliminating acts of fraud parties and includes a

predetermined or counterfeiting. trail of all transactions.

conditions.
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Enterprise Blockchain

Key Considerations

Decentralized and
distributed ecosystems
are based on a shared
interest.

Current business and
regulatory policies may
hinder a blockchain
transformation.

While automated and
self-executing, smart
contracts require
development and

maintenance.
Establish a plan to

Organize a group motivate preferred

focused on structural behaviors from

oversight. employees, customers,
and partners.

Select an appropriate
scope that can produce
early success.
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02. Tokenize a Product

Tokenization is the process of dividing assets into tokens that transact on a blockchain.

Asset ownership rights are fractionalized and converted into digital assets.

Various Verification Transfer to Blockchain- Asset Tokenized
Assets of Ownership Enabled Platform Valuation Asset Offering

Trading

Figure 4. Asset Tokenization Process
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Tokenization

Types of Assets That Can Be Tokenized

off-Chain

)
ﬁ Financial Instruments
(i‘a Commodities
‘0

.
7,‘ Certificates

@ Real Estate
AN ﬂ 7
— @ — Intellectual Property

[ Intangible Assets [l Tangible Assets

On-Chain

Global Trade on
the Blockchain

Tokenized
Assets

7% arcasss



. Tokenization

Potential Benefits

Traditionally illiquid assets
can be fractionalized and
represented on-chain,
opening up investment
opportunities and
marketplaces for
transacting.

Once limited to cash,
stocks, bonds,
commodities, and real
estate, assets in digital
form can incorporate all
features of value, such as
governance and rewards.

Removes traditional
barriers to entry—such
as lengthy lock-up
periods—for wider
investor base
participation.
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. Tokenization

Key Considerations

Layer-1blockchains have varying value A token'’s structure is directly tied to the value

propositions for issuing tokens. Evaluate it may hold in the future. Sustainability,

the protocol’s interoperability, fees, governance, incentive, and supply/demand
speed, and issuance history. are some fundamental factors to assess.

The adoption of new regulatory standards is The management and movement of tokens
uncertain. Involve legal experts to help occurs on-chain. Select service providers who
monitor the compliance landscape. are familiar with blockchain technology.
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Tokenization

Tokenization in Practice Tokenization Originates

Financial, Traded Assets

Trading & Movement

Capital Investments ‘
of Tokenized Assets

" I

Invest in Assets
Investors >

Investment Distributions
Management -

Balance Sheet, Payments,
Corporate Actions

Markets,
Treasury Services

Non-Traded Assets
Physical Assets

Issuer Services

New Organization
Models to be Defined

Figure 5. Tokenization in Practice Assets Serwcmg
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03 Utilize Blockchain Tools

Embrace external blockchain software
solutions to transform your business.
Collaborate with third-party experts to
strategize, design, implement, and facilitate

blockchain to solve business challenges.

Backend
Services

Consensus Security
Mechanism » Assurance
Blockchain
Offerings
Pricing & Infrastructure

Support

Figure 6. Criteria for Selecting a Blockchain as a Service Partner
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Blockchain Tools

The Next Iteration of Outsourced Software Solutions

Data Intelligence & Chainalysis

CRM &

Accounting @ guiickbooks. Payments bitpay

Human Resources gusto Infrastructure bloq

Asset Administration [N Fireblocks

Data Storage 3Ws
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Blockchain Tools

Potential Benefits

4

Cost models vary by product, but typically, Software is purpose-built to solve specific
outsourced software is less expensive than problems by people who intimately understand
hosting, implementing, staffing, and the challenge and the solution.

maintaining in-house technology.

Rather than building new solutions, businesses Businesses can take time to get comfortable with
can leverage ready-made platforms to the new technology and strategize a thoughtful
integrate with their existing systems and and measured approach to further applications.
applications.
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Blockchain Tools

Key Considerations

Out-of-the-box solutions are templated Blockchain is relatively new, which means its
and may require additional time, money, tooling is, too. Solutions may not have the

and effort to tailor to your specific use case. desired track record or funding for engagement.

Distribution, a core feature of blockchain, Technology partnerships often bear a degree

may conflict with regulatory obligations if of supervision and privacy submission, which

data is dispersed across geographies. could lead to limited visibility and third-
party dependence.
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- Blockchain Tools

B2B Blockchain Solutions in Practice

Traditional Contract

N\

Parties

Contract : Third Parties . Execution

Smart Contracts
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Parties Smart Contract
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Speak to our Team

Learn more about blockchain in business

5NN G SR, Wiy PN

lemmy)

& W /'/, L ‘ -

arcalabs.com busdev@ar.ca @arca arcafinance arcafinance

7% arcasss


https://www.ar.ca/
https://twitter.com/arca
https://www.linkedin.com/company/arcafinance/mycompany/
https://www.youtube.com/c/Arcafinance
https://www.arcalabs.com/
https://twitter.com/arca
https://www.linkedin.com/company/arcafinance/
https://www.youtube.com/c/Arcafinance
mailto:busdev@ar.ca



