


CONTENTS
0

MISSION

ABOUT FIGURE TECHNOLOGIES
INEFFICIENCIES IN FINANCIAL SERVICES
THE POWER OF BLOCKCHAIN
PROVENANCE

PROVENANCE USE CASE: LOAN ORIGINATION, SERVICING AND SECURITIZATION
Loan Origination and Servicing
Securitization
Sample Securitization

ADDING A LOAN ORIGINATOR MEMBER
ORIGINATING LOANS

RECEIVING LOAN PAYMENTS

BUYING / SELLING LOANS

FINANCING LOANS

SECURITIZING LOANS

PAYING TRANSACTION FEES

VALUE PROPOSITION

INITIAL PARTICIPANTS

LEGAL STANDING
Exchange Operator and Qualified Custodian

GLOBAL MARKET OPPORTUNITIES
ROADMAP
COMPETITIVE LANDSCAPE

HASH
Hash Economics
Hash as Digital Equity
Initial Hash Allocation
Offering Hash

o o1 W

10
10
10
n
14
15
16
17
18
19
20
21

22

23
24

25
27
28

29
29
30
30
31



PROVENANCE ADMINISTRATOR
Financials & Capitalization
Provenance Administrator Governance

CONTACT INFO

DISCLAIMER

32
32
33

34

34



MISSION

Blockchain has the potential to change the world of finance.

The $300+ trillion in global financial markets incur hundreds of billions of dollars in audit, custody,
trustee, reconciliation and administrative costs each year. Many of these markets suffer from significant
friction, lack of transparency and limited liquidity. Figure Technologies, Inc. (Figure™) has launched a
production blockchain, Provenance™, to transform financial services. Provenance will dramatically

reduce costs, improve liquidity, reduce risk and open new financial markets.

Provenance is a proof of stake, public but permissioned blockchain based on three key concepts:

0 Distributed - Identical information is held across multiple stakeholders.
0 Immutable - Information is time stamped and cannot be changed.
O Trustless - Truth replaces trust in information.

Provenance acts as ledger, registry and exchange across financial assets and markets. Permissioning on

Provenance is done through the Provenance administrator, a Delaware non-stock corporation.

The initial use case for Provenance is demonstrating how the blockchain can eliminate fees and
inefficiencies in the loan origination, servicing and securitization markets. In July of 2018, Figure began
generating home equity loans and subsequently selling them to financial buyers on Provenance - an
industry first. Loan origination, payments, sales, financing - and in Q2 2019 loan securitization - happen
entirely on Provenance. The immutable ledger, reqgistry and exchange significantly cut costs, reduce
fees, eliminate rent seeking and improve liquidity. We have identified up to $75 billion or more in value in
the securitized product space that can go back to the ecosystem - and the blockchain technology that

disrupts the old way of doing things.

Legal analysis and advice on contract enforceability and other pertinent issues coupled with requlatory
feedback have paved the way for broad support of Provenance. In addition to Figure, multiple asset
originators are in various stages of onboarding to generate assets on chain, with two separate
securitizations planned for Q2 2019. Several national banks are participating as omnibus banks for
Provenance, providing a bridge between the blockchain and fiat currency. Multiple buy and sell side firms
are able to buy and finance assets on Provenance, and some of those firms are also stakeholders, hosting
smart contracts and the resulting encrypted data they produce for the blockchain. Figure plans to

operate as a qualified custodian and exchange operator (via ATS exemption) on Provenance in late 2019.



While initially focused on the loan and asset backed securitization ecosystem, Provenance has
application across debt, equity, remittance and payment markets. Figure has identified over $300 billion
in annual fee reductions, liquidity improvements and other benefits Provenance can deliver to global
financial markets, and more use cases are being identified daily. One of the first areas beyond
securitization where Provenance is being applied is in pooled investment vehicles. A leading hedge fund
is in the process of moving asset custody and administration entirely to Provenance, a first for
blockchain. Multiple funds - retail and institutional - are in discussion to follow this lead and use

Provenance as a way to reduce costs, improve transparency and increase secondary market liquidity.

Hash™ is the digital token native to Provenance and represents a pro-rata share of the fees paid to
transact on the blockchain. Provenance fees are targeted to be roughly 1/3 of the economic benefit of
using the blockchain (estimated at $36 billion or more annually). Fees paid go to the Provenance
administrator, stakeholders and Hash holders, with the majority of the economics accruing to the latter.
Hash is liquid, comes with voting rights for the governance of the administrator and is non-dilutable. The
market capitalization of Hash should be commensurate with the present value of the fees paid to

transact on Provenance.

While created by Figure, Provenance has no owner and is governed by an administrator. The Provenance
administrator will soon be independent of Figure. The administrator is responsible for member
on-boarding, permissions and smart contract review for the blockchain. Governance is in the form of one
Hash, one vote. The administrator is set to operate sustainably initially through its cash reserves and
over time through its share of payments to transact on Provenance.

The administrator will conduct an offering of Hash, both for capitalization and to provide sufficient Hash
to support the Provenance ecosystem. There is 100 billion Hash and that amount is fixed. The
administrator has roughly 24% of the Hash stock, stakeholders hold 5%, and Figure holds the remaining
71% in consideration for the Provenance technology. The administrator is allocating 5% of the total
Hash stock to strategic partners and anticipates selling remaining 14% in a reg-D/S private
placement(s). Proceeds from the offering will go to finance the administrator and to facilitate

development and greater adoption of use cases for Provenance across global financial markets.



ABOUT FIGURE TECHNOLOGIES

Figure is a financial technology company co-founded in 2018 by Mike Cagney, the founder and former
CEO of SofFi, along with a team of accomplished executives from SoFi, PeerStreet, Lending Home, State
Farm, Franklin Templeton, NYSE and other leading firms. Figure advisors include former SEC chairman,
Arthur Levitt, former FDIC Chairwoman Sheila Bair, former Digital Asset CEO Blythe Masters, Global
Atlantic CIO Anup Agarwal and Andy Sandler, founder of Buckley Sandler.

Figure’s mission is to build and promote innovative financial products and solutions on blockchain that
eliminate rent seeking, illiquidity and other inefficiencies present in current financial markets. Figure
created the Provenance blockchain and currently provides technical, business development and other
services to the Provenance administrator through a shared services agreement, though over time, the
administrator will take these responsibilities on itself. Figure intends to be both a qualified custodian and

exchange operator (via ATS exemption) on Provenance.

Figure currently offers an innovative home equity loan product that is originated, financed, serviced, sold
and securitized exclusively on Provenance. Figure recently launched a sale/lease-back alternative to a
reverse mortgage that also exclusively uses Provenance for custody and administration. Over time,
Figure will expand its product set to include services such as banking and asset management, all of which
will also exclusively use Provenance as ledger and registry. As the first member of Provenance, Figure
has built broad support in the financial markets for the blockchain across asset originators, buy-side and

sell-side firms, rating agencies and requlators.

Figure is backed by a group of leading venture firms, including Ribbit, DCM, partners at DST,
HCM|Foxconn Technology Group and others and raised over $138 million of equity capital in series A and
B financing. As of April 2019, Figure has over 120 employees, primarily in San Francisco, California;

Helena and Bozeman, Montana; and Reno, Nevada.
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INEFFICIENCIES IN FINANCIAL SERVICES

Economist Joseph Stiglitz describes rent seeking as an action to take from the economic pie, rather than

making the pie bigger. The $309 trillion of global financial assets involve lots of rent seeking.

Global Financial Assets in Trillions of USD
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Source: McKinsey Global Institute, Haver; BIS, Deutsche Bank estimates

Each financial asset class requires some
combination of custody, trustee, administrative and
reconciliation functions that are not accretive to the
consumer, asset originator or investor. Further, each
class is often burdened with aspects of illiquidity,
opaqueness, additional costs and risk.
Non-securitized loans have no formal trading

platform, and trades can take up to 100 days or

more to settle. Securitization is burdened with audit, underwriting and trustee fees. Stocks require

expensive custody and transfer infrastructure. Corporate bonds have limited pricing transparency.

Pooled vehicles require trust, custodial and administrative fees. And exchanges - when available - charge

for liquidity.

To understand how big intermediation is in financial services, one simply has to look at the market

capitalization of some of the largest custodians, trustees and administrators. Seven of the largest firms

providing these services have attributable market capitalization of over $75 billion.

Top Custodians
Market Assets under Servicing, trustee and
Capitalization administration or custodial Services
Custodian ($mm,1) Custody ($bn) Market Value ($mm, 2)
BNY Mellon $57,538 $31,100 $34,315
State Street 35934 29,833 17,424
Northern Trust 24934 9,294 10,261
BNP Paribas 67,578 9,070 8,439
Brown Brothers Harriman N/A 4,800 N/A
Societe Generale 29,880 4,240 3,945
uBs 58,748 3,700 3,433
Total $274,612 $92,037 $77,827

Source: Public Filings, Equity Research Reports

(1) Market cap as of 6/15/2018 (2) Market cap attributable to servicing, trustee and custodial services calculated based on comparable market values of these

businesses relative to total assets under administration or c'usiody.'

E2019 Provenance Blockchain, Inc. All rights reserved. Do not distribute without prior written permission.



THE POWER OF BLOCKCHAIN

Many intermediaries arqgue that their services are necessary for the market to function. Who else will
safequard investors if not a trusted third party? But such an argument is a false dichotomy as it

presumes trust is necessary.

The blockchain has three key attributes: Distributed Information, Immutable History and Trustless
Data. Information cannot be held in one location. Distributed content provides defense against hackers
and eliminates agency problems that can lead to malfeasance, supporting enforceable digital contracts.
Data must not be changed. Immutable information is critical in establishing asset provenance. And
information must be true. Having to rep and warranty data—analogous to “trust me”—undermines the

system and introduces risk to those who provide these attestations.

These attributes are necessary, but not sufficient, to eliminate rent seeking and bring incremental value
to financial markets. To transform financial services, the blockchain must also perform three key

functions: ledger, registry and exchange.

O Ledger - Movements of value are done on

blockchain, delivering true economies of

scale. Immutable records reduce or eliminate Distributed Immutable Trustless

the need for trustees and reconciliation and Information History Data
provide real time visibility to information.

O Registry - Ownership is determined solely on
blockchain, allowing T+0 pledging and sales

of assets. Chain of custody is immutable, and

recording and conveyance are the same

thing, eliminating latency/discrepancies.
0 Exchange - Price discovery becomes
transparent, eliminating the need for market
making intermediaries. Assets can be Ledger Registry Exchange
tokenized, allowing fractionalized sales and

creating liquidity in illiquid asset classes.
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Loan payments are captured in the protocol for proof of receipt. Provenance acts as a ledger and
servicing platform, with smart contracts applying payments to principal and identifying missing/late
payments.
1. A borrower sends a payment to an omnibus bank acting on behalf of the servicer (ACH or
lockbox).
2. The omnibus bank holds fiat in escrow and delivers an equivalent amount of Hash to the member
loan owner.
3. That Hash is sold back to the omnibus bank, releasing fiat to the member. Steps 1-3 happen real
time, and the member never sees the Hash.
4, Smart contracts amortize the loan, managing over/under payment.

5. Smart contracts capture payment history by adding a link to the loan chain.

The protocol knows when a loan should receive payment and can create links related to late, missing or
partial payments. The protocol becomes the sub-servicer of the loan with real time remittance to the
loan owner, with the master servicer controlling statements, outreach and pulling non-performing loans

off for special servicing.

SMART CONTRACT

BANK ACCOUNT

®

Borrower
Node

1
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Node —_—
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E2019 Provenance Blockchain, Inc. All rights reserved. Do not distribute without prior written permission.
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Provenance acts as a distributed registry of ownership for assets, providing for exchange without
settlement risk or counterparty risk.
1. Member 1 and Member 2 have a private conversation and agree to sell a loan for a given fiat
amount, subject to terms and conditions.
Both members notify the blockchain of their intent.
Member 1 moves fiat to the escrow account at the omnibus bank.
The omnibus bank delivers the equivalent Hash to Member 1, which goes to Member 2 in
exchange for the loan.
5. Member 2 redeems the Hash for the amount in escrow. Steps 3-5 happen real time, and neither
member sees Hash in the transaction.
6. Smart contracts change loan ownership and memorialize the transaction by adding a link to the

loan chain.

E E SMART CONTRACT
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E2019 Provenance Blockchain, Inc. All rights reserved. Do not distribute without prior written permission.
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Members finance assets through warehouse agreements with other members. Members have smart

contracts to manage where to pledge assets to optimize return on equity or liquidity (loan holder) and

manage concentration and other limits (warehouse provider). Pledged assets are recorded in the

Provenance registry.

1.

Member 2 (loan holder) has a private conversation with Member 1 (warehouse provider) to
finance a loan, with an agreed upon advance rate, funding rate, etc. subject to terms and
conditions.

Both members notify the protocol of their intent to pledge the loan in exchange for fiat, and at
what terms.

Member 1 delivers fiat advance amount to the escrow account in the omnibus bank.

The omnibus bank delivers the equivalent Hash to Member 1, who then exchanges the Hash with
Member 2 for the pledged asset.

Member 2 redeems the Hash from the bank to release fiat to their account. Steps 3-5 happen
real time, and neither members see the Hash.

Smart contracts confirm ownership of loan, encumbrance and exchange of value by adding a link

to the loan chain. Pledged loans cannot be sold or pledged to another party.

If the lender has unilateral authority to claim the loan, then that is part of the smart contract governing

the transaction. The lender’s smart contract can automatically (or manually) adjust advance rates,

interest, etc. subject to asset performance or other criteria.
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