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Executive Summary

Small and Miesized Businesses (SMB) are heavily affected by the impact of lengthy credit terms upon sale, wit
traditional financial products failing to cater to them. This leaves SMBs with few options when looking to alleviate
cashflow problems. Havinglentified this problem, InstaSupply is introducing PayBlok, a token aimed at solving SMB
cashflow problems.

The businesgo-business (B2B) payments landscape totaled $18.5 trillion for 2016 in the United States alone, and
relies heavily on credif42-48%in most countries, according to Atradius Collection). Typically, SMBs lack the resource:
to run best practice administrative tasks focused on payment and collection. Further to this, they aneaker
position to negotiate payment terms with their sugdgers. These two factors result in SMBs depending on credit to
survive; a dependence that is exacerbated by the fact Hadt of all sales on credit failed to be paid on their due
date, creating demand for even more credit. Despite thanks have failedo offer any accessible solutiofor SMBs.

With this in mind, InstaSupply are looking to further increase their support for SMBs by offering an early paymen
function on top of their existing platformwhich connects buyers and suppliers matching purcluaders, deliveries,
and invoices. This will enable provision ofriggked financial products to SMBs.

There are already 2000+ companies using InstaSupply every month, with the volume of transactions exceeding $
million per year. The new early paymenhétion will enable hosting of over $200m of transactions in the first year
of deployment.
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1.Company Background

InstaSupply was founded in late 2014Llme Pruitt and Tim Huegdon with the vision to simplify all buyer and supplier
business interactions online; born out of their prior experiences.

InstaSupply have spent time building and refining a robust workflow that captures, digitizes, and autorhtites al
backandforth interactions that proceed payment. Whilst disruption of the problems in business related to ordering,
delivering, invoicing, and accounting have been a key focus, managing payments has always been the company ¢
game since inception.

Funded through rounds of investor financing since formation, the company has built a team of deeply experience
professionals who develop the platform, onboard and sustain thousands of businesses, and have processed over {
million in transactional value.

2. Market Relevance
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Formal SMB contribute up to 60% of total employment and up to 40% of national income (GDP) in emerging
economies. In the United States, small businesses produced 46 percent of the private nonfarm GDP in 2008 (the m
recent year for which the source data are amhbi€). Additionally, when compared to the larger wellknown
corporations, small businesses are more likely to be innovators in their industry. In fact, the smallastHioses with

fewer than 25 employeasdevelop more patents per employee than large cogi@mns. However, despite all their
economic and innovative contributions, SMBs face working capital pain that makes them financially vulnerable.

3. SMB Problems

3.1 The Payment Process

Before addressing the pain of payments faced by small businesses, it is important to first understand the-business
business (B2B) payment process and how that differentiates from other payment processes:

When a consumer pays a business, one entityassimder and the other the receiver. In B2B payments, businesses
constantly manage both the send and receive sides of the equation.

A Need Arises Create PO Receive PO
Acknowledgement

Send PO Acknowledge PO

Receive Order w/ Verify Delivery
Delivery Note

Delivery w/
Delivery Note

o Re?ewe
Remittance
Advice

This backand-forth cycle is commonly referred to as the purchdsepay process for a buyer, and the ordextash
process for the supplier. This process spansdagsnetimes months before it is completed. The efficiency of these
processes has adirect 800 2y | O2YLIl yeéQa OFaK LRaAldAz2yd Ly ISy
GKIFIG 2yS O2YLlyeQa LI erotS Aa Ftglea FyYy20KSNI O2YLJy

Receive Order w/ Verify Delivery Pay Invoice
Delivery Note

Send Invoice Send Remittance
Advice

Confirm Delivery
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Buyer- Payable Supplier- Receivable

Recorded as a liability. Recorded as an asset.

This account should have a credit balance. The account should have a debit balance.
Credited for the goods/services on the invoice. Debited for the goods/services on the invoice.

When the business pays the invoice, this accountis  When the seller receives payment for this invoice, tl
debited. account is credited.

Accounts for the amounts that this business owes t Accounts for the amounts that this business is ow
has not yet paid. but has not yet collected.

3.2 Late Payment Problem

30% of SMB businesses quote late payment processing times as a major issue, and around 47% of businesses are
late. Payment delays result from either an intentional delay in payment by customers, elongated

processing methods, or both. most impacted by late payments, where 56.4% of B2B invoices
were paid late.

The Americas

) ) ) Past due B2B receivables in the Americas (avg. %)
Atradius reports that, on average in 2017 in the

50% 51%
Americas, 48% of all B2B invoices were not paid 49%
when they were due. Late payments were the =0
highest in the United States and the lowest in 20 46% 47% 46%
Canada. 30%
30
27%
20
10
2013 2014 2015 2016 2017

® Domestic @ Foreign

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Baromegegptember 2017

Asia Pacific
Past due B2B receivables in Asia Pacific (avg. %)

In 2017 in Asia Pacific, 44.6% of domestic re®i
were unpaid at the due date. India was the country
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@ Domestic ® Foreign

Sample: companies interviewed (active in domestic and foreign
markets)
Source: Atradius Payment Practices Baromet@ctober 2017
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Europe Past due B2B receivables in Western Europe (avg. %)

In Western Europe an average of 41.9% of

40

30

29%

20

10

2013 2014 2015 2016 2017

439  40% 42%domestic
invoices remain unpaid past the due date. The average payment duration in 2017 was 59 days.

@ Domestic ® Foreign

Sample: companies interviewed (active in domestic and foreign markets)
Source: Atradius Payment Practices Baromegring 2017

Not only are late payments a problem, but large banks have severely curtailed their small business lending followir
the onsetof the financial crisis. Posrisis lending from banks has disproportionately gone to large businesses. Because
of this, SMBs are less likely to be able to obtain bank loans than large firms; instead, they rely on internal funds,
cash from friends anéamily to launch and initially run their enterprises. Approximately half of formal SMBs do not
have access to any formal credit at all. The link between bank competition and SMB access to credit has become
urgent policy issue because the structuretod global banking system has been significantly affected by consolidation.
Globally, access to finance remains one of the most significant constraints to the growth, productivity, and survival
SMBs and therefore the jobs they create.

The SMB credit gap a problem on both sides of a B2B transaction: on the demand side, many SMBs cannot get acce
to credit because bankers cannot see the critical information they require to assess creditworthiness. For mos
bankers, this results in a lack of financidelligence and insight to make credit decisions. On the supply side, banks
consider SMBs as higisk and unsuitable to serve at interest rates the banks are able to charge. Small business loans
often defined as business loans below $1 miltiare considesbly less profitable than large business loans.
Transaction costs to process a $100,000 loan are comparable to a $1 million loan, but with less profit. For these tv
reasons, banks often prefer to lend to larger firms. As a consequence, financial instsufbe MBS continue to
operate in thin, illiquid markets, with a low number of market participants.
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4. Our Solution

InstaSupply provides a workflow for buyers and suppliers to manage their payments and collections. With over 2,0(
businesses currently usirthe platform, over $60 million worth of invoices are passed through InstaSupply on an
annual basis.

By creating a business network between buyers and suppliers, the platform collects data from both sides. InstaSupy
empowers users to create and place pheise orders, track deliveries, and match orders to corresponding invoices;
this enables buyers to track, manage, and control their spend.

Upon receiving an invoice, customers on the platform are able to review the invoice, and accept or reject it agcording
Once the invoice has been accepted, invoices are paid outside the InstaSupply platform. Because the data is pusl
to the customer's accounting software for record keeping and eventual payments, the customer is required tc
manually record when an inv@@ has been paid on the InstaSupply platform.

Payment

The additional steps of moving data between systems creates extra workload for finance departments; increasing tt
likelihood of human error, creating open space for fraud, and also delaying payments to suppliers.

4.1 PayBlok Tokens

PayBlok is a cryptasset {oken) that gives its owners/holders exclusive benefits on the InstaSupply platform. It will
be developed under the ERC20 Token Standard.

As an asset, the initial sale of tokens will be subject to sales taxes according to the market where it is seidgFollo
this, a token belongs to its owner and can be traded without restriction or the need for consent or participation from
InstaSupply.

The creation of the PayBlok token enables InstaSupply to offer a range of products solving the problems faced by SN
Fa 2dzit AYSR Ay aSOGA2y o oa{a. tNRBOfSYatdod ¢KSaS LIN

w Integrated Payment Solution
w Supply Chain Financing

w AssetBased Lending

4.2 Decentralized Community

One important element of our solution is the creation of a community of participants that can contribute and get
rewarded for their work profit sharing.
Every group that is part of the community has a key role to the overall sucttss metwork.
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B 2

Record
Buyer Order Delivery* Approve* Pay*
Sdler Delivery Invoice Get Paid
. Match
Validator Records*
Investor Invest Profit

*activities that are incentivized/rewarded

¢KS RAFAINIY |0620@S RSta-éndNkoiutha from yha @urchasel Mifed t@ the sbtifeRent of a
financed invoice.

4.2.1Buyers Community

This community is formed by the users who raise Purchase Orders, Approve Invoices and Make Payments us
InstaSipply.

Buyers pay an upfront monthly subscription for using the InstaSupply platform and as a result have access to all t
features that help Businesses comprehensively control their spend.

4.2.2 Sellers Community

This community is formed of all businesses connected to InstaSupply. These businesses all receive Purchase Or
from Buyers and/or send Invoices to Buyers.

No fee is charged to any business that wishes to become a seller on the InstaSupply platfouse ltkeacosts are
associated to the monetary benefit got from Supply Chain Finance. In addition to that, Sellers have to hold tokens
their InstaSupply Wallet to increase their credit limit for Supply Chain Finance on the platform. The volume of toker
held must have worth equal to or higher than 3% of the face value of invoices being financed. When tokens are use
in this way to provide collateral against lending risk, they will be temporarily locked and therefore unable to be
transferred.

To mitigate tke risk to Investors, if the Buyer does not pay the negotiated invoicesya a portion of their held
tokens will be sold through a thirddr NIié SEOKIFy3aS (2 O20SNI LY@gSadi2NBEQ f
settled the tokens are unlockedjving the buyer the opportunity to get more invoices paid early using the same
collateral.

4.2.3 Investors Community

Investors are the individuals that fund invoices at InstaSupply and get a reward (interest) for this funding. The rewal
will always depend othe term and the amount funded.
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¢tKSNBEQa y2 FSS G2 3SG 00Saa (2 GKS LIXFAGF2N)Y odzi df
invoices looking for early payment. The quantity of Tokens to be stacked must be equal to or higher thiath&%
face value of invoices that will be funded. Once the invoices are settled and the funds transferred to the Investo
Walllet, these tokens will be unlocked and can be used on new investments.

4.2.4 Validators Community

¢KS @I fARF (2N PNdds&Ordesis réiated 1O anylrvdiclhe SyBtem will suggest the most likely
match and the validator will have to doub@eK SO1 A F GKS &aeaidisSyQa ada3aSaidizy

InstaSupply, the Seller or the Buyer can be a validator on the InstaSupply platfimon all validators are rewarded
for their work. An app will make this work easier and the right validation will be determined by consensus as a resu
of other accredited users' responses.

4.2.5 Community Profit Sharing

There are two different possible routen the system and each one of them has a different calculation for profit sharing
across the community.

w .&aSR 2y . d22SNNa {dzoaONRLIIAZY
Using this route, the subscription paid by Buyers is shared across the community according to each individu
behaviou per document, considering each document as an incoming Invoice.

¢KS Lyadl{dal¥ e8Qa 3IABSYy O fdzS LISNI LINEOSiZaSR R20Od2

support, providing infrastructure and continue with the system developments. bth@nce is then shared
following the stakes each community member has on that document.

10



Recording a delivery 1 stake

Incoming Invoice

matches delivery 2 stakes
Approving an K
unmatched invoice 1 stake
Approving an invoice K
without PO/Delivery 3 stakes
S
Upload invoice on
CSV format eales
>
e
c Upload invoice on K
- searchable PDF format 2 stakes
E “ Invoice comes with K
(@] valid PO number 1 stake
o
Duplicate document K
- upload -1 stake
InstaSupply Data Entry Invoice Data Entry 4 stakes

Each individual's reward is calculated by dividing 0.35 USD (1 USD giveb5%sinstasupply cost) per the
total number of stakes distributed for that document multiplied by the number of stakes each individual
received on the same document.

A Buyer carave 0 to 4 stakes; a Seller can have 0 to 6 stakes; The validator and InstaSupply Data Entry mic
not exist on all documents but the maximum they can have is 1 and 4 stakes respectively.

These rewards indicate that a Buyer and a Seller, when engaged, can get up to 0.35 USD reward per docume

w .FaSR 2y {dzalJ) & /KFEAYy CAylyOS
As this route is a complement of the route described above, the community has already collected benefits, th
cost Por processing the document has been covered and the risk reduced, with multiple data points matching.

The discount taken from the Seller who had its invoice paid early is shared across the community to rewar
correct behaviour and gain mutual benefit.

11
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Buye to pay via
InstaSupply 10.0%

InstaSupply Infrastructure 30.0% ’
Investor Interest 60.0%

If the Buyer opts for not making the payments using InstaSupply, its rewards will stay with InstaSupply to cove
the Accounts Reconciliation and Accounts Payable activities.

In a situation where there are 10,000 USD worth on Invoices, paid 30 days befaded date at 2% discount
rate, the 200 USD discounted will be shared as follows:

" Investor: 120 USD
" InstaSupply: 60 USD
" Buyer: 20 USD

4.3 Automated Approval and the Window of Opportunity

Automated approval is a vital part of this project because it creates the opportunity to provide financing. Previously
without technology and automation rules, approving invoices was a very manual process.
Automation reduces human input by 90%, resultimguppliers being paid quicker and more accurately.

The earlier an invoice is approvethe longer the
time interval financing is possible

Buyer - Purchase-to-Pay Cycle a
!

Supplier

Time
InstaSupply Automated Invoice Approval

We will utiliseusety I Yy 3SR a! dzi2YlI GA2y t2f A0ASaé¢ 2y 2dzNJ LI | i F+
approval of an invoice; if there is a PO and delivery already on the system #iteties with the invoice in question,

12
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the invoice is considered approved, alternatively, if there is no PO or if there is PO but it does not match with th
invoice, then the approval will need to be manually implemented.

4.4 The Integrated Payment Solution

The development of payment facilities will benefit both buyers and suppliers, with the complete buying cycle
remaining on a single platform; safe from external manual activities such as exports and reconciliations. Developi
the payment portal within the pkform will ensure that the complete procurement cycle will go through InstaSupply,
creating security while also eliminating any risks associated with transferring data between platforms.

InstaSupply will provide accounts payable departments the abilityetle an unlimited number of invoices, send
remittances and update their accounting books in a single transaction, revolutionising the way accounts payabl
departments operate, delivering a unique proposition that is applicable to any industry.

The onlyway a business can access this feature is by holding PayBlok Tokens, where a business holding more thar

w 0 USD worth in Payblok, can execute up to 1 payment runs per month
w 500 USD worth in Payblok, can execute up to 3 payment runs per month
w 1,000 USD worth in Payblok, can execute up to 20 payment runs per month

w 10,000 USD worth in Payblok, can execute up to 50 payment runs per month

A payment run is when an unlimited number of invoices are paid at the same time. PayBlok tokens on hold are n
consumed during a payment run unless the buyer wants to use part of its balance for paymtni$ case, the tokens
are sold at market price and the funds received distributed according to the recipients designated in the payment rur

4.5 Supply Chain Fimecing

With the appropriate environment in place, an efficient workflow, automatic invoice approvals, and an integrated
payment solution, the offer of Supply Chain Financing become viable. Similar financial products have historica
ignored the kind of busesses that need it most: SMBs.

The process of providing supply chain financing is simple and bureadrzacyVith the seller able to receive funds,
net of fees, in less than 24 hours, benefitting from the transparency that Blockchain offers.

The procss starts after invoices approval when they will be organized into 4 pools according to the days left to the
due date: 15 to 30 days, 31 to 45 days , 45 to 60 days and 61 to 90 days.

The investors then select what is the pool they want to buy the invdioes also informing how much is the intended
amount. Additional filters relating to originating country, currency, minimum invoice value, maximum invoice value
and average interest rate can be applied.

Based on the selected options and the available iregithe system will combine the invoices to meet the maximum
of requirements, informing the investor how much is the investment, how many invoices, how many different sellers
how many different buyers and the expected return based on the payments thedbwikmake on the due date and

the platform fees.

13
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The investor accepts and the existing funds in the InstaSupply wallet are automatically taken and distributed to ¢
sellers that have invoices bought in this transaction. If the investor does not hauglerfunds available in the wallet,

it can be toppeéup, buying Payblok using the system interface or transfer Ether or PayBlok from an external wallet
The system gives up to 6 hours for this external transfer to be completed and if unsuccessful, itesineturn to

the pool waiting for new funding.

At the invoice due date, the buyer should make the payment using the integrated payment gateway and the funds wi
0S (NI yAFSNNBR (2 (KS AygSadz2zNna sgtfttSatz ySia 2F ¥SS

InstaSupply manages thefis 8 82 OAF GSR G2 GKS GNYXyalOGAz2ya 3ISGHAY:

GKS 0d2SNDa ONBRAG NIXraGAy3a FyR FLLIX&@Ay3a AyiSNBad NI G
to each country market condition.

A i m

Large Corporate Supplier Financier

1. Goods & invoices

2. Approved invoices E —

3. Cash at discount

4. Cash (invoice settled E

Supply Chain Financing will be available to all sellers within InstaSupply; but with a credthimitaximum value of
invoices a seller can get paid early. Businesses can increase their credit limit by holding PayBlok as described belo

-

a. Lessthan 1{@0 USD worth of Payblok releases a maximum credit limit of 5,000 USD

b. Above 1,000 USD worth of Payblok releases a limit that is 33 times the amount of Payblok on hold (ie: 2,0(
USD worth of Payblok on hold puts a limit on invoices to be financed at 66 35D).

(These values and percentages will be in place when the platform goes live, but are subject to chang
according to market conditions.)

If the seller does not have Payblok on hold and wants to have more than 5,000 USD of invoices paid earlgnthe syst
gAft SEOKFYy3aS LINI 2F (GKS FdzyRa GKIFG ¢2dd R 0SS NBfSI

will be blocked until the invoices are fully settled by the Buyer.

For detailed information around the technicalities, check section®L YL SYSy (i G A2y £ 0 ®

14
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4.6 AssetBased Lending

This type of lending is based on using Payblok Tokens as a guarantee. If a loan is not repaid, that Payblok collateral
be taken by InstaSupply.

To release funds in this way, the applicant business can request a maximum of 60% of the value worth of PayB
tokens in custody.

-~

Payblok as collateral

yi
N

loan

J

This request will be registered on the system and external investors can fund it, staking 3% of the value on PayB
and the funds that will be dispersed to the applicant can come as PayBIlok, fiat currency or Ethereum.

The interest rate applied on theseatrsactions can be as low as 1%, since the transactions aiskée using those
assets to cover any loss. This saves businesses from having to sell assets during a market fluctuation.

If the value of PayBlok tokens in custody drops in value more tharfrd@¥the lending point, InstaSupply is entitled
G2 asStft GKS G21Sya 4 YINJSG LINAROS G2 NBFdzyR GKS A
wallet.

4.7 PayBIlok Lifecycle
Payblok has two possible life cycles, depending on the scetiatids applied:

1. Buyers Subscription for using InstaSupply

The number of Payblok entering and leaving InstaSupply environment due to Monthly Subscriptions will alway
be the same and the dynamic is described on the infographic below.

" Buyer pays the monthly Subscription and gets an allowance of documents to be processed
"9QPSNE R20dzYSyid LINRPOS&aaSR RSAONAROGSR 2y GKS 5AF 3N
pool

" 35% of the deduction (0.35 USD) is exchanged for Paynd shared across the community as per session
4.2.6

" By the end of the month, the remaining buyer credit (if any) remains with InstaSupply

The graph below exemplifies the breakdown between Buyers Credit, InstaSupply stake ad the Community stake alc
the month.
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