People's Financial Markets

Working people have localized insights and capital which could benefit markets for labor,
goods or services. Enabling them to profit from this at a truly granular level requires new data
and financial instruments. Those are only viable when financial markets are one seamless
part of a system of comprehensive online exchanges encompassing thousands of sectors
across the base of any economy. Anyone can then underwrite, invest, lend, hedge, factor or
perform other regulated functions by setting up a fund to interact in those markets.

"POEMSs" (Public Official E-Markets) is a platform matching supply and demand throughout any
economy. It is initiated by a government concession but then funded, designed and run by

private sector operators. Those operators are profit-seeking, but subject to mandated public
service obligations. They are strongly incentivized to extend their empowering markets to
finance; bringing unique scale, functions and data outputs to atomized financial transactions.

Imagine, as example, a babysitter noticing a shortage of qualified childcare workers within two
miles of her home that is pushing up pay rates. She also notes an over-supply of eldercare
workers locally. She has $1,000 and wishes to invest in additional certification for 5 workers
with senior care qualifications so they can also offer childcare. In return, her beneficiaries must
agree to 30% of their earnings uplift being paid to her for three months. POEMs can find eligible
beneficiaries, make the offer, manage responses, enforce her conditions, audit and report.

Modular "unifunds" are the building blocks of this model. Any POEMs user can create a
ringfenced unifund for any purpose, subject to legal controls. Each unifund (a) takes in digital
cash from users who the creator allows to deposit (b) deploys the money to recipients for the
fund's defined purpose, typically in return for a charge set by the creator (c) pays out earnings
to its depositors. Thus, a unifund might be instigated to "Lend sums up to 5100 for 2 weeks or
less at 2% interest but only to bricklayers who previously repaid 25 or more such loans on time".

Setting up a unifund costs nothing (POEMs' operators earn only from a small cut of capital
gains). They can be tightly niched, allowing high-risk unifunds to act as canaries in the coalmine,
failing first and triggering rises in capital ratios to stabilize any unifunds with deposit insurance.

Able to manage millions of competing unifunds, POEMs can usefully allow funds-of-funds and
aftermarkets. Where a unifund's creator is willing, this could attract institutional investment,
with POEMSs' standardized reporting of any unifund's performance available for comparisons.

Investment in workers' development is one option for anyone creating a unifund. Readers
interested only in labor markets should switch to our paper Human Capital as an Asset Class.
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e For simplicity, this briefing uses dollars as a currency. It should of course be read as the national
currency of whichever jurisdiction a given implementation of POEMs is serving.



1) Aims of Financial Markets in POEMs

Overall, POEMs (Public Official E-Markets) for any region aspires to make its market economy
more inclusive, resource efficient and productive. All those priorities extend into financial
services. The aim is not to create a scaled-down version of mainstream finance but to foster
markets uniquely supportive of - but subservient to - "real world" microeconomic activity.

Specific ambitions for POEMs' financial services would be determined in a concession but likely include:

e Democratization of finance: Many working people want to invest but even in the US 90% of
stocks are held by the wealthiest 10%. POEMs' financial markets allow anyone to leverage their
insights for profit for tiny charges. If there is no fund meeting their need, they can create their
own. POEMs' mandated granularity of transactions allows $20 to be invested over a weekend.

e Commodification: POEMs' combines all digital tools needed for the Six Functions of Finance into
one module; the unifund®. Unifunds are standardized in structures, reporting and possible
actions; each is narrowed by its creator's choices. Buyers can easily shop millions of unifunds.

e Neutrality: Mainstream platforms typically feature the owner as a player in the market the
platform enables; banks reinvest depositor's cash for themselves for example. The only people
who can't create or participate in any unifund are the operators enabling the market.

e Resilience: Operating within one jurisdiction, instantly accessible and integrated into countless
markets where regular people and local businesses can earn, POEMs' financial markets reduce a
territory's exposure to global shocks and crises. Internally, each unifund is ringfenced with its
owner deciding for which level of regulation they will configure. Speculative unifunds may go
insolvent, but they fail while isolated from POEMs' basic bank functions and low-risk funds.

o Reduced overheads: POEMs should scythe costs of depositing, transferring, vetting and
allocating capital across sectors, for consumers and small enterprises particularly.

e Inward investment: Subject to user-protection controls, POEMs might welcome foreign,
possibly institutional, money into any unifund where an owner's setting allowed it. This could
boost upskilling particularly (see our brief "Human Capital as an Asset Class").

e Democratic accountability: Many government functions could be improved through POEMs'
financial structures; public assistance linked to work activity, auto-stabilizer funds targeting
spending for Keynesian objectives at micro level, hyper-hypothecated taxation?, government
borrowing might be from the public as first resort with institutions as a secondary option.

e Lower system charges: The more revenue competing potential operators believe they will
generate during a concession's term, the lower the charges they need to impose on users to
recoup investment in creating and running POEMs. Financial markets boost system income.

1The term is a contraction of "Unified Fund Mechanism" and has no relationship to similar brands.

2 As example, imagine a unifund whose sole function is receiving a percentage of airport taxes paid when travel is
booked. It then buys the time of border security personnel in line with receipts for any given day. If more tax is
paid for a given day, there will be more passport officers. Anyone can view the fund's incomings/outgoings.
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2) Scope of POEMSs' Financial Markets

This model of finance is best understood not as an array of products but a single architecture
on which anyone can design their own financial product, possibly integrating it into POEMs'

market for any other sector. Shaped by unique granularity, lowest charges, neutrality of
operation and standardization, POEMs is unlikely to become competitive for large-pool

finance such as life insurance, but should excel at tight-focus and short-term financing needs.

a) Unique facilities underpinning financial markets in POEMSs

In its wider (non-finance) markets, POEMs will seamlessly trade labor, goods, services and content
with each sector shaped by operators' need to grow the volume of small transactions. Doing this
requires it to offer across-sectors functionality well beyond that of standalone financial technology
platforms for consumers or businesses. A mandate from government also shapes distinctiveness.

These wider aspects of POEMs shape its unparalleled
potential for community-level financial services:

i) System features

Interconnection to wider markets: Financial

services in POEMs dovetail seamlessly into
thousands of other sectors. Examples of the
usefulness this horizontalness fosters include:

PANEL: Impact of Protectionism

Our aim in this paper is not to specify
optimal functionality and regulatory
models for POEMs, rather to hypothesize,
step-by-step, the underlying structures
and processes that could enable the
fullest possibilities for participatory
financing within a legitimately regulated

o Integration: Underwriting, financing or POEMs markets system.
factoring can be constructed and
charged atically within even the Operators who win a jurisdiction’s
smallest rental or sale of an item, or concession to fund, design, and operate
booking of any service, if wished. POEMSs must be free to shape their own
. - model within their mandated public
o Targeting: Eligibility to purchase from a . o T
) o hasi service obligations. This briefing simply
given unifund, such as insurance, can offers a starting point.
be restricted to users who have
attained a specified level of reliability But it assumes politicians who initiated
in their activity across all of POEMs. POEMs for their region have prioritized
o Human support: POEMs includes choice for their citizens and local

markets in which certified loss
adjustors, for example, can sell their
time hour-by-hour to remotely rule on
claims3. A unifund can book them.

businesses over protectionism for
existing fintech providers. So, POEMs'
operators are free to develop the
system's full potential for atomized
finance models and are not compelled to
avoid disrupting fintech companies.

3 The precision and safeguards of POEMs' claims adjusting is explored in our Horizontal Markets paper.
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e Opportunity Feeds: Analogous to a social media newsfeed, POEMs can automatically curate a
daily list of emerging openings for economic activity for any user. Each user can set filters to
exclude offers below a given threshold or too broad in their reach but proposals such as "We
will fund 5500 of training in return for 10% of the resulting increase in your earnings over 6
months" can - filters permitting - go into eligible user's Opportunity Feeds immediately*.

e New liens: Any POEMSs' user wanting to provide collateral gains possibilities:

o Trading records: POEMs can compile a verifiable, neutral, track record of each person or
organization's record of successful transactions. This can be linked to eligibility, so a
unifund might impose the rule "Only lend to users who have attained at least level (4, of
5), for reliability and accept they will lose two levels if not repaying on time". A record of
solid trading should enable higher charges when selling and lower prices when buying.
Something of value is being pledged even if the person has no tangible assets to offer.

o Single Item Records: POEMs could uniquely incentivize manufacturers, importers or
purchasers to set up a system page about each individual electric drill, foot spa,
industrial lathe, mobility scooter or other item that might be released into POEMs'
markets. It then tracks all economic inputs and exploitation of the resource through
POEMSs®. Allowing a hold on this record would create a lien on the thing as collateral.

e Official integration: POEMs interfaces into licencing databases, court-appointed mediators, tax
systems and other government facilities. It fosters solidity and trust in small trades.

e Quality of data: Insights into demand, supply and pricing will be granular, standardized, real-
time, and credible across all POEMs' sectors. Once anonymized, data is published in real time for
any user to dissect at no cost. Actionable analysis of market needs and opportunities across an
entire micro-economy is open to anyone. Unifunds can buy or sell in response to data triggers.

i) System controls

e Utility mandate: POEMs' operators play a different role from those running most deposit-taking
institutions. They are suppliers of a regulated public utility, akin to water or electricity
companies who provide universal service, neutrally, for predictable charges. In these markets
there can be no treasury functions generating revenue, no "house" positions, no floating cut of
returns, or leverage of user funds, to benefit exchange operators®. They simply enable any user
to deploy capital as the user wishes then deduct a small, fixed percentage from earnings.

e Acting for buyers: Mandated neutrality means when financial services are sought, POEMs
focuses unequivocally on what's best for the putative buyer. Operators are not players in the
market and the system is not allowed to favor any seller over others. When unifunds are

4 Opportunity Feeds are explained in our Human Capital as an Asset Class paper, Section 3.

5 Single Item Records are also explained in our Horizontal Markets paper.

6 This doesn't mean there is no financial speculation or controversial activity, just that it is users doing it - and
bearing the risks - not the entity running the platform as is so often the case in mainstream finance.
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searched, POEMs ranks on best value for that
user's criteria. When a unifund is tapped as part of
a transaction in POEMs' wider markets (to provide
insurance for an item being rented for example) it
seeks to match each option for the buyer to the
cheapest possibility for the coverage required.

Protection for debtors: Buyer-centric marshalling
of options (above) extends to nonpayment.
Someone who has borrowed $100 cheaply from a
unifund that only serves people with high levels of
reliable trading but is suddenly unable to repay will
not find their debt sold to a highest bidder.
Instead, it is paid by the next-best unifund for the
borrower, perhaps a unifund that lends $100 to
people with only mid-level reliability. If he again
fails to repay the second unifund in time, his
trading record is irreparably damaged as he
cascades again into a unifund willing to lend to
unreliable people, at a premium charge. Official
interventions may shape this (Section 5d-i).

Granular activity: Interactions involving small
parcels of money will be a priority’. A revenue
formula designed to keep the platform inclusive,
precise and granular, should ensure operators earn
more from a user making a $50 investment than
another putting $50m into play®.

External apps: POEMs' operators have no
permission, or incentive, to extend into editorial
content, gamification, subjective
recommendations or other "value adds" common
to fintech companies. They are compelled to allow
any secure external app to add these kinds of
services, at whatever charge the owner wishes, to
the main system. Again, this forces a split between
the - robust, regulated, auditable - core of financial
functions and a periphery of imaginative offerings,
made seamless for users wishing to access them.

PANEL: The Role of Franchisees

Mandated decentralization is part of the
checks & balances around POEMs. In this
paper "operators" means a federation of
(a) the consortium, possibly international,
that won a concession and operates core
servers and software (b) an independent
franchisee, likely a national, running each
market sector. More details here.

To avoid concentration of power in a
sector, franchisees are capped in their
annual income, but are free to sell off
parts of their franchise for as much as
they like. So, if a franchisee running
POEMs' market for underwriting of
rentals featuring household items grows
activity to the point her income breaches
the cap, she might split the franchise
between electrical and mechanical items.

She could then sell the mechanical goods
half to the highest bidder among a pool
of aspiring franchisees. As she attracts
more POEMs users to create, fund or buy
from unifunds insuring electrical
household goods she may again reach her
ceiling on annual revenue. She then splits
between goods for use indoors and those
intended for garden or car use.

She retains one half and sells the other,
which is clearly demonstrating growth, to
another equally incentivized franchisee in
waiting. She gains riches, but not power.

This process is under-the-hood for
POEMs users. It aims for the combination
of standardization and bubbling
dynamism that powered McDonalds
Hamburgers' spread across America.

7 This should not be interpreted as discouraging institutional finance, only a lack of interest in institution-to-
institution large transactions. A global firm's fund that invested $100m across a million people would be welcome.
8 The large investor does not pay a lower percentage; their fee goes to a surplus fund, not to reward operators.
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b) The foundation: basic accounts

Every POEMs user is offered a deposit account able to transfer digital cash to other POEMs' accounts
or those at external banks. As with Brazil's government-initiated PIX payments platform, POEMs' user
accounts can each be assigned a unique digital key. Coupled with a directory of those keys, this
facilitates transfers between accounts.

These accounts are used as a default for trading across POEMs. They are a way of paying for someone to
fetch a user's shopping for instance. Each account can have standing orders or be linked to more
advanced financial services (see below) so that, as example, a user can set up auto-lending rules that put
any balance in their basic account above $90 to work in POEMs' safest loan markets for a day at a time.

POEMs' basic accounts are a bedrock of its utility model. They are free of charge and barred from

fractional reserve activities. A user may exploit her deposits, never the system operators (Section 4a-iii).
Each unifund within POEMs also has at its core a basic account to hold deposits and transfer money.

c) Categories of financial services anticipated in POEMs

POEMs' operators will want to develop the system's markets for a full spectrum of financial services.
Activity in each will feed the platform's bottom line directly and support wider activity. Financial
services, allow users to trade safely, expand their skills or productivity, and maximize income across
multiple sectors®.

A unifund can be set up to act in any one of these categories:

Financial Category Notes
activity

1. Lending Micro-loans (small | Because of POEMs' revenue formula, lending $50 for 5 days is a
amounts for short more profitable interaction for its operators than transferring
durations) $500K for 5 years in a single interaction.

2. Large loans for POEMs probably won't be competitive in this field if global
multi-year finance is functioning well. (See Section 2f below). If these
durations products can be set up as a unifund, a focus on small transaction
(including sizes incentivizes operators to strive to ensure funding for this
mortgages) kind of product comes from micro-lenders among any

institutional money.

3. Factoring In any transaction in its non-finance markets, POEMs holds
payment from a buyer until completion of a transaction is
verifiable. Anyone can set up a unifund offering to pay sellers
immediately in return for automated transfer of escrowed
payments on release. Sellers accept a reduced fee, per that fund's
charging formula.

° Holding payment from a buyer to a seller in escrow until the transaction can be shown to have completed is not
included as a sector. We assume POEMs itself will provide this service within its fixed markup on each transaction.
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POEMSs' market for factoring will of course favor small and short
transactions, paying a room owner upfront for a three day stay
ending in a week's time as example.

Investing/
donating

In human capital

This is a particular specialism and priority within POEMs. See our
separate briefing "Human Capital as an Asset Class".

In businesses

A local business selling bespoke soft furnishings online might
choose to run their operation through a unifund where revenue is
received and from which workers and suppliers are paid. The
verifiable track record of income, costs and surplus might then be
leveraged to attract external investment. The owner might put
his company's official documentation into the unifund as a lien,
ringfence 60% of the unifund’s proceeds for himself and set a
target of $25,000 for the remaining 40%1°. POEMs will seek
matches with applicable investors' unifunds seeking
opportunities.

In charities

Donations or grants to an organization - or individual - require, in
unifund terms, just an investment fund with no payback
demanded.

Insurance:
Transactions
in POEMs

Transaction failure

This is micro-insurance that covers a buyer for the unforeseen
unavailability of a person or item they have booked for a fixed
time window in POEMs. Funds could be automatically applied to
paying for an automatically booked replacement option, which
may be more expensive.

Person liability

Again, this is coverage for a short duration that compensates, for
example, a worker for any injuries suffered during a two-week
assignment for a buyer of their labor.

Asset protection

This covers a seller's possession while it is in the care of another
POEMSs' user, or in transit between them, for example rental of a
forklift or inflatable paddling pool.

10.

Insurance:
Parametric

Payout on specific
events, regardless
of loss.

Small farmers and tourism-reliant businesses may want to insure
against unseasonal weather. If payout was dependent on, for
example, a given amount of rainfall in any 24 hours within a given
date range as confirmed by official metrological data, payments
could be triggered automatically, cutting the unifund's overheads
for claim assessment.

11.

Insurance:
Reinsurance

One POEMs'
insurance fund
could

Need for reinsurance will be shaped by capital ratios imposed on
POEMSs' unifunds (see Section 4a-i). A unifund approaching its
minimum ratio may need to shop among reinsurance unifunds for

10 pOEMs will specifically enable small enterprises, investors, and portions of equity to keep the value of monetary
transfers aligned with a revenue formula.
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automatically
offload risk to
another with

additional capital to hold in its escrow account against payouts.
Purchase of reinsurance could be funded by capital in the
unifund's deposit account (money earmarked for disbursement to

higher risk its investors).
thresholds.

12. Insurance: Health POEMSs may do little to improve on structures of established
Traditional models for this kind of insurance. A unifund simply sells a

13. Life predefined policy to buyers meeting stipulated thresholds for

that fund, with payout based on claims adjustor assessment.

14. Unemployment

The only uniquely POEMs' aspect of these services could be:
15. Large items fqr o Granular targeting, Cheaper unemployment insurance
long term periods: £ le with activit d ing di K
2 ) or people with activity records spanning diverse wor
Building/Vehicle ¢ haos? (Th b ilient
(theft, damage, ypes perhaps? (They may be more resilient.)
fire, etc.) o Granularity of intake: Small, short-span, investments in
a rolling fund may be uneconomical in other models of

16. Business/Project infrastructure for arranging insurance.

17. Conditional Cash conversion Humans can fulfil the functions of ATM's. POEMs users will earn
financial digital cash from their activity. Any user should be able to convert
transfers that to notes-and-coins for any other user in return for a fee.

Searching POEMs for "Cash convertors" could produce a map
showing any user currently willing to accept a digital deposit to
their POEMs account for which they handover cash, or vice versa.
This would be most useful, and lucrative, in unbanked localities.
POEMs could confirm deposit and cash acceptance with a code of
each user's choosing. Any provider might set rules to limit their
float size, instructing POEMs to drop their rate for digital-to-
physical transfers if notes-in-hand exceeds $200 perhaps.

18. Deductions from A user may tell POEMs to divert 4% of their income above $150

transactions each week to a unifund they have set up to pay for a vacation.
Similarly, a union serving hospitality workers might establish a
unifund to which its members can automatically pay 3% of their
earnings from restaurant work to benefit from union insights and
agreements. Earnings from other sectors would not be levied.
For businesses, a house clearing company could have a unifund
for each property, it transparently receives proceeds as each item
is sold in POEMs. A unifund may be set to cease two months later
with the client getting 70% of deposits, the company 30%.

19. Conditional sales This configuration of a unifund can be used for hedging. For

or purchasing

example, a bakery could set up a fund instructed that "if average
price of a 10kg sack of powdered sugar in POEMs falls below 525
within 10 miles of my premises, buy up to 5100 worth plus secure
delivery, if it rises above 560 sell all my stocks minus 20kg".



https://www.worldbank.org/en/news/infographic/2012/04/19/who-are-the-unbanked
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20. Mortgages/ | Borrowing A unifund might be set up with no cash deposited but an asset
leases/ locked in its collateral store (Section 3a). Rules around the lock
bonds incentivize payments into the fund. As example, the deeds of a

house might be locked into a new unifund with rules that (a) if
monthly payments are maintained, in 20 years ownership of the
property passes to the unifund's one authorized payer (b) if
payments fail, the asset reverts to the unifund's owner, likely a
mortgage broker.

d) Tiers of liquidity

The cornerstone of POEMs' model of finance is the frontline unifund, illustrated in the table above.
These provide their capital directly to POEMs' users or inject it into transactions between buyers and
sellers in the system's non-finance markets. Other unifunds, and aftermarkets, then foster liquidity.

Frontline unifunds should keep multiplying into new niches. There is no advantage to having a single
large frontline fund over creating a series of targeted variants, each aligned with risk, opportunity,
regulatory regimes or tax rules as precisely as possible!. Frontline unifunds specifically foster investing
based on localized, primary, insights and should be attractive to working people and local businesses.

To manage risk, frontline unifunds can't buy stakes in other unifunds. They will likely be subject to high
capital ratios (see Section 4a-i). Each focused on a tight niche, they will probably have limited ability to
evolve in their purpose, rules or processes (Section 4a-ii explains how POEMs can ameliorate this
apparent rigidity). Investor's capital at the frontline will be subject to minimum lengths of deposit to
ensure obligations to recipients are met.

POEMs' users and operators will want to attract institutional finance, possibly foreign (see Section 5d-ii).
To enable liquidity that will entice less-patient investors, POEMs offers two additional facilities:

e  Fund-of-Funds unifunds: Unifunds set up as a fund-of-funds can purchase a slice of any frontline
unifund that is open to external money. They may be set to require human assessment of
opportunities or take a rules-based approach ("Buy into frontline unifunds focused on activity
government lists as essential for reindustrialization that enjoyed >10% return on capital last year and
have minimum deposit periods of <28 days").

11 Assume as example, a chiropodist observes some of her clients could be served by less certified practitioners
and wants to invest in offering the equipment required to strongly performing manicurists in return for 20% of
their uplift in earnings over 6 months. Her unifund may produce good returns. She could just expand it by opening
it to external capital perhaps. But why not create another unifund to tempt less established manicurists, at a
higher charge, or qualified but underused dental hygienists at a lower charge (to reflect their wider opportunities)?
Geographic boundaries, periods of payback, penalties for noncompliance with unifund conditions, and other
parameters could be tweaked as she leverages her insight for maximum returns across her own suite of funds. She
might then launch a fund-of-funds unifund to move cash around that portfolio based on each day's performance
metrics for each of them. Each unifund costs her nothing to set up, POEMs only charges on her gains.
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As with any other unifund, anyone, apart from POEMs' operators, can set up a fund-of-funds
and open it to other investors, imposing charges if they wish. These intermediary funds also cost
nothing to create. They will likely evolve into much larger holdings than frontline funds. A
frontline unifund profits from a tight niche and rules to attract particular depositors and
recipients. A fund-of-funds offers liquidity and broad exposure, big ones will likely get bigger.

ﬁd -Of-Fu@

Unifund 1 Unifund 2 Unifund 3 Unifund 4 Unifund 5

One fund-of-funds could hold shares in other fund-of-funds unifunds as well as any combination
of frontline unifunds. Thus, a global bank seeking exposure to POEMs' jurisdiction, might take
stakes in dozens of funds-of-funds to achieve their desired profile.

Institutional Money

[ — —
S | Fund-abFunds

— —
Fund-f Funds Fee |

| i

o Aftermarkets: Depositing cash in a unifund to grow its capital for deployment is analogous to a
company issuing new share capital. Existing depositors in the unifund will likely have to accept
dilution of their percentage of the unifund's gains.

POEMs can also offer exchanges where anyone possessing a slice of any unifund can sell it
instantly. To comply with POEMs' neutrality obligations these core markets will likely need to
function around a mechanism constantly calculating a market clearing price for a slice of any
given unifund. Users may choose to transfer off market and POEMs can reconcile these trades.

e) Managing an investment portfolio

Any unifund can be set at "closed", (only the fund's owner may invest in it), or open to investment
from other users. The second category can be seen as comparable to traditional investing, allowing
anyone to buy into funds set up by others. POEMs' tools and reporting metrics inform decisions.


https://www.peoplescapitalism.org/neut
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Our example screen below is reporting to a user investing across the scope of POEMs' financial markets
based on her economic predictions and appetite for risk:

Currently Invested Total Return 0 Current Liquidity
$ $ 1 6 53 over: Last 7 days v~ b 24 hours 7 days 28 days
% 31% 58%
' $3.15 ... 17% o ()
Investment accounts A
Returns breakdown 2 Liquidity tracker 2
B Current Account | Aggregate Portfolio Performance (last 30 days)
Balance: $99.99 e
Auto-placed:
uto-place $875 FEN s |
Auto-returning: $580, December 27 Lol | 3.0
-
e |
Commitments: -_—-'.- 2.80
4+
December 28, Rent, $780 T
++I---
Alerts: None -
Move money | Change settings | View transactions
1 T Dec - il
@, Cash Deployed (8 unifunds)
Date Invested My Stake Trend Fund Category Fund Purpose Geography Fund No.
May 13 $260.00 12% ~ Investment Worker development, Upskilling, Recycling industries 10 miles home 1245269
Mar 27 $500.00 100% —_ Insurance Parametric, Weather, Events Countywide 137669
Feb 18 $250.00 0.2% - T Fund-of-Funds Sector focus, Services for pet owners, Min return: 4% Nationwide 1205056
Feb g $82.50 3% — Lending Max period: 14 days, Max loan: $80, Min. Reliability: Level 3 5 miles radius a79

This individual enjoys risk-taking. A quarter of her capital has been used to purchase a 12% stake in a
fledgling fund that pays for work-seekers in POEMs with experience in customer facing roles and a
verifiable track record of reliability (see Section 2a) to train in disassembling cell phones for recycling.
The fund's return comes from a 20% cut of each consenting recipient's earnings gain over the following
three months. This is enforced and collected by POEMs*2,

The second row reveals she has set up, and remains sole stakeholder in, a fund underwriting children's
parties against bad weather. With limited capital, it can only cover a maximum two events at any time.
She may open the fund to other backers if it performs well, or simply abandon it if there is no profit.

To lubricate movement of capital through POEMs, funds-of-funds can take stakes in a portfolio of
unifunds. Selection would be by a human, or algorithm, depending on the owner's rules. Our user has a
small holding in one of these, taking parameter-matching stakes in unifunds that underpin services for
pet owners, which she sees as a growing trend. The bottom row is another small stake in a loans fund.

12 A recipient could sell off-platform. Our Horizontal markets paper explains why that would be self-defeating.
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f) Factors that shape POEMs' financial markets in any

jurisdiction
POEMs should not be seen as identical in each jurisdiction.
We offer a set of broad defining characteristics, but each

region's leaders will shape a concession within their
priorities and ethos.

Five foundational characteristics of any POEMs
implementation will shape its financial forums:

Official benefits: Operators who win the concession
gain a legally enforceable commitment that all
public spending will flow into the economy through
POEMs, unless better value is demonstrable
elsewhere. This extends to government borrowing.
So, POEMs' could be a default forum for selling
bonds 3. This would offer solidity for portfolios.

Revenue formula: POEMs' operators will shape the
markets to maximize their earnings within a
framework. Necessarily nuanced, the formula may
include a carve-out for purely financial transactions
to reflect their simplicity relative to physical goods
or services and to dampen support for speculation.
The implications are explored in Section 4a-iii.

Operators' priorities: Having legitimately won a
concession, the federation of big businesses and
local entrepreneurs running POEMs must have
freedom to design, structure and curate their
markets as they wish, subject to compliance with
their mandated obligations. They may wish to roll
out fully functioned financial markets early, seeing
them as a boost to countless other sectors. Or they
may see easier first wins in the physical economy.

Regulatory regime: What kind of banking licence
does POEMs have? To what extent are deposits
insured by government? Are there mandatory levels
of disclosure for any unifund? What capital ratios

PANEL: Is gambling permitted?

Peer-to-peer gambling, offering odds on a
sporting or electoral event's outcome for
example, can be seen as a financial
service. Whether operators can support
gambling markets is a political decision
for the concession. The case for:

e System costs: Wider range for
POEMs could increase operator
income, putting downward pressure
on its charges across the economy.

e Valuable data: Prediction markets
can generate insights. Anything that
informs economic decision making
should be welcome.

e Regulatory boundaries: A local
nursery hedging against rising seed
costs is placing a bet. Policing a
borderline with unacceptable
wagering could be contentious.

e Positive uses: The UK Premium
Bonds scheme uses random draws
to encourage saving.

e Least harm: People will always
gamble. By attracting low-stakes
wagers into regulated markets
where gamification or inducements
to overspend aren't allowed,
societal harm could be reduced.

Politicians may choose to limit POEMs to
"purposeful activity", forcing sectors like
sex work for example to also be off-
platform, even if legal. Or they could
impose "small amounts, once a day" type
controls. Disallowing operator revenue
from gambling would keep it low-key.

13 The rules must disallow bundling of needs to make them uncompetitive in markets focused on small suppliers
and transactions. So, government would not be able to exclusively sell bonds with a minimum unit of $1,000 if that
was above the target unit value set for POEMs.
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must POEMs adhere to? The issues are explored in Section 4 but will impact potential overheads
and the markets' relative attractiveness..

e Users' creativity: This is an unknown. When the public and small businesses are able to create
any (legal) financial instrument with lowest-feasible charges, transparency, immediate access to
very granular capital and new ways of injecting money into markets, or even individual
transactions, what might follow? Concession bidders will form a view.

g) Boundaries of POEMs' financial markets

User-led micro-finance across the base is the specialism of these markets. Geared to small, possibly
short-term, funds, they are unlikely to be competitive for services like life insurance, which require
large pools of amortized risk. That could change if there is a crash in international finance.

What relationship will POEMs' financial markets have with conventional - Wall Street - finance? It's a
secondary issue. The aim is tools and data that maximize support and innovation around the economic
prospects of working people. For a POEMs' user, knowing - as example - last week's hourly earnings for
tattoo removal within 5 miles of her home were 40% above those for cosmetic filler injections, requiring
the same certification, once rental of tools was included, could be far more actionable than insight into
Apple's stock price.

But these are not two exclusive worlds. Workers have frontline, localized, investment insights Wall
Street analysts can't get. As example, someone trading as a glazier and locksmith might notice that
entire market across their region is ageing. An abrupt fall in supply is coming. With long lead times for
training a new generation, looming high prices from far-off providers offer an investment opportunity.

Our observant local tradesperson might set up a unifund to enable upskilling of, perhaps, reliable local
house painters under 30 to fill the approaching gap. As prices for installing windows and locks keep
rising regionally, he might open his unifund to global financiers' algorithms scouring POEMs' for
investing opportunities. They could deposit, accepting his management cut of proceeds, as they would
in a hedge fund.

Big banks would need these openings bundled, verified and monitored into multi-million-dollar
tradeable instruments. POEMs can do all that (through funds-of-funds). So, a border zone could consist
of new options for traditional finance; Wall Street adapting to POEMs not the other way round.

POEMs could trade company stocks or bonds and should be most useful for small-cap offerings from
local businesses. A company's legal documentation could be locked in a dedicated unifund which is
opened to depositors wanting a stake. The firm may opt to allow trading on POEMs' aftermarkets
(above). For stakes in corporates, POEMs will likely remain inferior in liquidity and execution processes
to global exchanges.



15

Large-scale, multi-decade, commitments - pensions, health
coverage, life insurance, policies covering buildings - are the
other area of conventional finance where POEMs would be
disadvantaged. The platform could enable users to set up a
unifund that rolls on in perpetuity, but endless cherry
picking by competing unifunds would quickly lead to tight
niches of risk shared among ever smaller numbers of
depositors. The resulting volatility would make investment
attractive.

POEMs is good for underwriting against low-cost events
with capped payouts. Rental or transit of items, protection
from a cancelled work assignment or a postponed
performance, misdescribed or overbooked short-term
facilities, interrupted journeys; these are POEMs' sweet spot
for insurance. By integrating finance as one component of
end-to-end assembly of options, pricing, protections and
reporting the system removes frictions that so often make
micro-finance unappealing in a mishmash of platforms and
data.

Short-span travel insurance offers a borderline case.
Coverage for a week's caravan holiday at a domestic
location could cover damage to a vehicle rented from
another POEMs user. It could come from a unifund likely to
need capital ratios of 30-40% if it is to be able to pay claims
up to $5,000 in a market splintering into tightly focused
coverage for mobile-home getaways. That may be
uncompetitive with conventional, large-pool, providers who
have advertised their way to dominance and are unlikely to
suffer significant undercutting or cherry-picking of more
desirable policyholders.

Again, POEMs is not aiming for universality in its finance
markets: Just enabling of microeconomic activity that
traditional finance can't efficiently reach.

PANEL: Adjacent Models of Finance

Unified finance has been posited over
decades. The POEMs version can be
contrasted with these options:

e Public Banking: The bank component
of POEMs could be put under public
ownership. This would push bidders
for a country's POEMs' concession to
set higher charges across their other
markets. This may be deemed an
acceptable price for curbing their
influence over financial functions.

e The Alipay model: China's Alipay
"super app" integrates financial and
other services. But in finance it is a
portal to multiple institutional
vendors (several owned by Ant Group
who control Alipay). In our model,
anyone can offer a financial service
except the people who run the
infrastructure; POEMs itself.

e Platform Thinking: In finance this
generally means getting products out
of regulatory siloes into a one-stop
"financial supermarket" (the
Citigroup model). Nubank (Brazil) and
Revolut (UK) provide diverse
products. Again, it's institutional
finance.

e Multi-bank platforms: Software like
Mifos lowers the costs of creating a
bank for the poor. Those banks are
free to integrate with POEMs in any
country if they wished. But POEMs is
not designed to foster new banks. It
offers a chassis for wide ranging
financial services as one component
of a wider mission.



https://en.wikipedia.org/wiki/Public_bank
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3) Unifunds: The Building Block of POEMs Financial Services

There is an obvious software module for achieving the aims set out in Section 1. A unifund is
an intricate, but configurable, mechanism that is given a mission by its owner. For example:
"For the next month, factor invoices for purchase of printing capacity between $100-5250 that
have payment due within 7 days". A fund can be set at open to additional investors, public or
hidden and compliant with particular regulations. POEMs includes tools for comparative
shopping between millions of unifunds on behalf of buyers of capital. This process can be
integral to a transaction in "real world" markets.

a) Components of a unifund

Creating a unifund starts with clicking to summon a virginal module, then closing off aspects of its
functionality to lock it to a purpose, permitted actions, eligibility rules, charges, level of transparency,
openness to investors and governance framework. That is then vetted by POEMs to ensure regulatory
compliance, registered in its directory of unifunds and set to work within its rules.

Any unifund typically has three categories of relationship with POEMs' users. Each user can be an
individual, business, charity, government agency, or an algorithm acting on behalf of any user:

e Owner: By default, this is the user who established the fund, settings its rules. But ownership
could be passed to another user.

e Depositor: Anyone putting money into the fund; it could be the owner alone, others, or a mix.

e Recipient/Payer: These are the customers. A user who receives digital cash from the fund,
possibly in tranches. For unifunds set up to borrow the customer is a payer.

Below is a high-level schematic for a unifund's standardized core components:

POEMs Users’ Accounts / External Bank Accounts

! Flexible Capital Ratio Funds

i
Capital Actions i ESCROW Claims M Repayment Redemption
Intake Gate Gate Hll ACCOUNT ($) Processing [l Processing Gate

FUND’S DEPOSIT ACCOUNT ($)
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Functions of each component:

o Capital intake: This module determines if any potential investment in the fund from a user is
compliant with its rules. It can operate conditions such as fixed deductions from a user's
earnings or fixed-time auctions with depositors who accept the lowest repayment rate winning.
In some funds it may be permitted to borrow from other unifunds when conditions are met.

o Actions gate: This is where any application for the fund's money is put through a Yes/No test
against the fund's rules. A Yes might trigger transfer of digital dollars to a user or another
unifund, or a purchase of assets to be held in its collateral store (see below).

This gate can be agentic, instructing any module in the wider markets to act when specified
conditions are met, always with the relevant user's consent. Thus, it can lend, lay off risk by
buying reinsurance or selling a loan debt to a unifund for higher risks. It can issue codes
authorizing actions elsewhere?*,

o Collateral store: A user may allow a lien over an object of value, represented digitally, as a
condition of a loan for example. Records stored in this module could include (a) Single Item
Records® (b) individual or companies' trading records (c) a surety document from a third party
(d) official deeds on property, vehicles or land as example. These records are stored against a
specific fund to stop over-pledging, using the same watch as collateral for two separate loans,
each equivalent to the item's value, for example.

o Unifunds permitted to operate at fractional reserve only:

o Escrow account: POEMs' underwriting markets require money ringfenced ready for
payouts. To ensure funding for claims, a mandated minimum percentage of the
coverage being purchased is locked in this standalone account then reimbursed to the
deposit account at the end of the coverage.

o Claims processing: In any fund offering insurance, this module ensures the fund's
threshold for payouts are met before sending money from escrow to a recipient. This
may involve agentic buying, for example the module may need to purchase in POEMs'
market for the time of certified claims assessors to get a pro-forma report confirming
damage to an insured item.

o Repayment processing: When a recipient returns cash due to the fund, or fails to do so, this
software executes the specified steps. It can clear a debt record for example, or - in case of non-
payment - apply rules-based sanctions to a defaulter or sell an asset in its collateral store.

o Redemption gate: This handles withdrawals by investors in the fund. They may be subject to
time limits, constraints on frequency of withdrawals, minimum reserves rules, or other criteria.
If specified in fund rules, payouts can be scheduled or triggered by fund performance.

14 For example, a code that unlocks a key safe when all members of a party have paid for a week's accommodation
in a rented house and the funds have transited to its owner.

1> These are a record of one item, for example a TV set, artwork or packaging machine. The document can record
all economic inputs and exploitation of the resource over its lifetime. Single Item Records are explained in our
Horizontal Markets paper.
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Ancillary modules support the core components in each unifund:

Rules store: This holds a record of permissions and obligations of this fund (see Appendix for an
example). To preserve the fund's integrity, the bulk of these rules will be unchangeable. They
can be embedded in an intuitive contract to which any recipient must consent.

Accounting/Reporting: Each fund will track cash movements with accessibility to the ledger
defined in the rules. Open reporting, if permitted, could show as a standardized dashboard.

Data processor: A unifund can respond to datapoints, from POEMSs' market activity reports or
external information streams. This unit can be instructed to trigger the Actions Gate, for
example to payout, or take on extra cover, based on internal or external data feeds it reads.

b) Agentic actions by unifunds

Rules-based automated activity by a unifund can allow it to proactively subsidize activity, find
recipients, buy or sell (in POEMs' finance markets or any other sector) or manage its holdings.

One unifund can buy and sell stakes in others. But interactions with POEMs' non-financial markets best
illustrate agentic possibilities. Specific functions a unifund's creator might choose include:

Insert funds into target transactions: A unifund set up to insure rental of tents might, if a tent's
owner and renter have both opted for cover, construct a premium for perhaps a weekend's
rental of a mountaineer’s bivouac. Acting for the buyer, POEMs then shops between the funds

eligible for this transaction to find the coverage meeting both parties' criteria at the lowest cost.

Identify fund beneficiaries: Someone predicting an increase in demand for plumbers but noting
a paucity of equipment for them to rent might set criteria for reliability, geography, weekly
bookings and certification to define a subset of plumbers on POEMs who could be offered their
own kit in return for a cut of their future income over a defined period. The system can identify
the best fitting individuals, offer the opportunity and allow each to accept or reject?®.

Automatically purchase: A unifund might be instructed to buy items of clothing priced under
$100, from provenly reliable sellers in POEMs, with the date of manufacture for each garment
between 1875 and 1900. This enables someone wishing to start a business in late Victorian
fashion to deposit their budget for inventory and leave POEMSs' auto-buying to source stock with
the fund owner able to tweak his buying criteria at any point®’.

Automatically sell: If allowed to control the owner's gateway to POEMs' wider markets, a
unifund might be told to "sell items in my current inventory of bottled gas canisters when prices
and demand in that sector reach my target levels".

16 |t is assumed the offer/accept/reject function will be performed through an "Opportunity Feed". This is
explained in our Human Capital as an Asset Class paper, Section 3.
17 Any user can of course tell POEMs they decline to sell to robo-buyer tools.



https://www.peoplescapitalism.org/hcac

19

e Automatically borrow: A fund could be set to shop around POEMs' directory of unifunds for
lending in search of capital for its needs. Such funds would probably enjoy little protection.

e Take sides on a bet: A funeral director wanting to hedge against new regulations forcing his
facility into a costly upgrade might create a fund containing $250 that seeks a $2,500 payout if
new rules in the following year outlaw particular equipment. POEMs will (a) search for unifunds
taking the counter position and (b) offer the bet to users who have indicated interest in
receiving such notifications.

e Manage fund deposits: A unifund might be set to dollar-in-dollar-out behavior to avoid any
suggestion of profiting. As example, income from a toll road might accrue into a dedicated
unifund with rules mandating once its deposits exceeded $40,000 it must purchase cleaning,
painting, machine updates or maintenance for that stretch of road. If none were required,
authorities must drop their charges to keep the fund below $70,000.

c) Unifund reporting

The concession ensures POEMs permits only three categories of data coming out of the activity it
enables (a) user-owned, under the exclusive control of the person or organization concerned (b)
published after anonymization (c) not compiled®®. There is no category of "information exclusive to
platform operators" as is the norm in so many financial services platforms today.

A detailed ledger covering every penny of deposits, transfers and repayment is the backbone of
reporting for each unifund. There is then a standard suite of reporting against obvious metrics. A owner
may choose to make these private but the data originating from POEMs is like-for-like across the full
spectrum of financial services. It is not subject to varying accounting rules, off-balance sheet activity or
otherwise questionable. If an owner opts to show the data from their fund, it will be solid and uniform.

POEMs unifunds should be reported with the kind of granularity currently employed by stock markets
and other Wall Street investment channels. The headline metrics on which any unifund might be
evaluated, and for which reporting would track trends over time, include:

Metric How calculated Notes
1 Earnings-per-Dollar- | How much does a dollar Earnings-per-Dollar-per-Hour (EpDpH)
' per-Hour (Return on | deployed in the fund currently | is a detailed way of comparing the
capital) earn per hour (negative or returns offered by any unifund. It
positive)? allows like-for-like comparison across
loans, hedging, insurance, money
conversion®® and funds-of-funds.

18 This covers - as example - insights deemed sensitive because they might be used to break down ethnicity of any
subset of market actors.

19 The dollars being deployed are the user's float for any period of offering to convert digital to physical cash and
vice versa. EpDpH is least valuable as a metric for this sector because it doesn't price in the provider's time.
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Percentage of

Of all the dollars in the fund,

This yardstick captures how quickly an

2 capital deployed what proportion are currently | additional deposit in the fund would
in escrow or otherwise serving | get to work. If the figure is high and
a beneficiary? number of beneficiaries is growing
steadily, new money would likely be
deployed quickly.
3 Number of How many users have dollars High figures point to stability, activity is
' recipients from the fund engaged at amortized, and risk/reward metrics are
present? likely to be dependable.
4 Turnover: recipients | Average period in which a This can be be in the many thousands,
' recipient starts then ends a mortgage taken out from a POEMs
their engagement with the fund for large loans as example. In
fund, expressed in hours. faster churning markets, like garment
rental insurance, it is a measure of
volatility; short periods suggest activity
could increase or decrease rapidly.
5 Turnover: cash and Average period in which a Long periods, and low churn, point to
' depositors dollar invested stays in the satisfied backers; another plus in any
fund. assessment.
Graphs over time
6 Change to CpDpH POEMs' outputs Charge-per-Dollar-per-Hour (see
' above) for new recipients may be
adjusted dynamically or manually day-
to-day or hour-by-hour if the initiator
wishes. A graph of rises and falls over
time will be revealing.
7 Deposits Volume, and unit size, of This obviously displays level of volatility
l money moved in or out of the | but could reveal more. Small, frequent,
8. Payouts unifund. deposits might suggest a fund
sustained by users with frontline
knowledge. Spikes in activity then
become telling, perhaps worth
mapping onto weather data or other
factors that could impact fund value.
Wider mapping
9 Closest adjacent What are the next best Potential recipients from a unifund
' funds options for buyers who access | subsidizing installation of domestic
this fund's capital? What are solar panels might fall back on unifunds
the rates charged and supporting general modernization of
performance metrics for housing stock if money specific to solar
each? panels was exhausted. Comparing
performance of the wider-focused fund
would be revealing.
10. Off-platform What institutional funds come | This is a measure of POEM's

fallbacks

closest to meeting needs of
buyers of this fund's capital?

competitiveness within the wider
economy. It is also a test of resilience,
in the event of catastrophic system
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What is known about their
performance?

failure of POEMs financial markets (eg
a run of users prompted by lack of
confidence or technical failure), what
external options could this fund's
recipients turn to?

There are any number of more detailed benchmarks which could be measured to uncover the value of
any unifund comparable to others in its sectors or with similar attributes in other categories ("Show me
all unifunds regardless of type of activity with Return on Capital of at least 5S0.02 per hour and over 95%
of capital deployed"). Investors should be able to confidently identify funds that - within the rules of the
owner in each case - best align with their priorities and appetite for risk. Reporting metrics could be
structured to dovetail into conventional investment reporting and indices. POEMs aims to entice money
that might otherwise be tied up in global speculation to support microeconomic activity in its markets.

d) Additional variants of unifunds

Our table below illustrates how the core functions of a unifund must be adaptable for multiple
services. In some cases, it is simply the transparency, accounting and low overheads of POEMs that
makes it useful for the function, not interaction with the system's wider markets. Each example may
have its own tax and regulatory status.

Type of Examples
Unifund Purpose Criteria for Recipients Triggers for Payout | Notes
1 Investment | Inspection A company buying organic The time for an To test honesty of
' funding produce may insist its inspection, organic farmers,
suppliers agree to random possibly generated | inspectors may take
inspection. The company's randomly. soil samples, photos
unifund purchases services Inspectors are and crop cuttings to
in POEMs' market for paid from the be sent to the
verified inspectors?. fund. company.
) Tuition funds/ In the case of each unifund, Accrued funds can | As a condition, the
' Student loans a named individual for only be used to recipient may allow
whom the state, the person, | purchase certified | his earnings to flow
or others deposit funds. college courses. through the fund
for tithing later.
3 Hedging A building company fearing The price of If prices don't go
’ increased costs of copper copper goes below | through the floor
tubing could set up a a floor set in the set, the unifund's
unifund containing an initial | fund's rules. If it owner keeps all
$5,000 but open to any does not, the fund | deposits when the
investor wanting to bet on owner gains all the | fund is

20 This is explained in our Horizontal Markets paper.
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falling copper prices during
the coming three months.

deposits when the
fund times out.

automatically
shuttered.

Filling market

An investor might note high

At the initiator's

The fund could

money so customers can
buy its products could set up

company on
maturity. Until

4. gaps prices paid for rental of discretion. Funds automatically wind-
carpet cleaners in POEMs. like this could be down once its 25
She sets up a fund that buys | set up by cleaners become
25 machines then places algorithms uneconomical to
them with "holders"?! in combing POEMs' maintain and repair.
high-price areas. Rental market data and The fund then
fees, minus holder charges, programed to fill automatically sells
accrue to the fund. gaps in this way. them in POEMs.
5 Loans Sharia Law Anyone wishing to borrow Fund's ability to These funds could
’ compliant from a Sharia compliant fulfill the loan. be linked to activity
lending fund and meeting its in another physical
eligibility criteria. asset based
unifund.
6 Pawnbroking This is just a loan against Redemption of the | Competition on
' collateral. Anyone wanting debt, which lowest charges for
to set up a unifund for triggers release of | pawnbroking could
pawnbroking might specify the Single ltem help cash strapped
specific items against which | Record involved. households get
they will lend. through crises.
7 Company debt | An organization may set up Redemption rules | These funds could
' a unifund to sell their bonds. | could be set as in be targeted at
The fund starts empty, but conventional bond | customers,
the company commits to markets. Payment | employees,
pay a stipulated percentage | could be periodic shareholders or any
interest rate and settle or lump sum on other group likely to
debts when the fund closes maturity of the value a stake in the
on a fixed date. unifund. company.
8 Amortizing A farmer may form a The farmer The transparency of
' payments unifund that automatically decides she wants | POEMs' funds adds
deducts 5% of her earnings to cash out the value; tax reporting
from produce sales through | fund for which she | could be automated
POEMs to go towards a new | has remained the and integrated to
harvester. She may specify only depositor. her accounts.
her fund will invest in
POEMs' loans markets until
she has the purchase price.
9 Loan An indebted user may put Owner makes This fund would
' consolidation collateral into a unifund and | payments into the | effectively be a
invite refinancing of his unifund. bond with the
diverse obligations. owner committing
to payback in
regular instalments.
10. Trade credit A company wanting to lend Payout is to the This could be the

same model used
for Buy-Now-Pay-

21 Holders are households that undertake to always have someone home to process neighbors' goods or deliveries.
A more useful alternative to facilities like Amazon Lockers, they are detailed in our Horizontal Markets paper.
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a unifund for each sale and
deposit an agreed share of
the purchase cost which the
customer should repay.

then, the
product's Single
Item Record is
collateral.

Later financing
where the merchant
is charged for a
loan.

11.

12.

13.

14.

15.

Insurance:
Parametric

Item A brand of packaging The machine The manufacturer
warranties machine may be reports a fault, or may choose to set a
underwritten by its diarized capital ratio
manufacturer for 5 years. maintenance is transparently based
Thanks to the Internet of due. Only on history of
Things, each machine could engineers technical problems
have access to a unifund approved by the in each year's
created by the makers from | manufacturer can model.
which it can purchase its be purchased by
own maintenance and the unifund's
repairs Action Gate.
Option-to- A car owner may sell the If the buyer meets | If the buyer fails to
purchase exclusive right to purchase payments due into | pay the full amount,
their vehicle for 14 days to the Capital Intake | the car's record
another POEMs' user. A Gate the car's passes back to the
unifund holds the car's record passes to original owner who
Single Item Record as her, marking her keeps the fee paid
collateral. as the owner. for an option to
buy.
Loyalty A network of local barbers Any customer The insurance
programs want to offer an "every 10th | booking a member | element is against a
haircut free" bonus. Their for a haircut in surge in claims for
unifund tithes a percentage | POEMs and free cuts. Unifund
of each member's haircut entering a valid rules imposed on
income through POEMs to code issued by depositors would
the deposit account. A POEMs for this need to make clear
customer is given a code group's members' | cuts arranged off-
after their 9th trim. services. The fund | platform are not
pays for that within the program.
appointment.
Payment of A company could pay its A timecard is This ensures
wages workers' weekly wages into | completed and workers don't bear
a unifund on Monday confirmed on the the risks of their
morning, to be released Friday (possibly employer going
unless stopped on Friday using POEMs' bust. The insurance
afternoon. Anyone on inbuilt element comes
payroll qualifies. timesheets), hours | from managers
worked are then knowing some
paid for. workers will not
work the full week.
Shared Roommates in a house A monthly or If any person
household could pay rent and weekly cycle of defaults, POEMs'
budgeting incidental costs into a payments to the reinsurance is on

unifund locked to the
property.

landlord.

hand, factoring in
each housemate's
trading record (see
Section 4b-i).
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16 Community Certified building Invoices submitted | The fund could
’ projects (for contractors meeting criteria | and verified by the | double as insurance

example local in the fund's rules once the fund owners. for late or non-

people funding | fund has amassed sufficient delivery by taking

a school capital from its contributors. reinsurance from

laboratory) other unifunds. On
completion of
building the fund
dissolves, paying
any surplus back
proportionately to
its depositors.

17 Insurance: Legal case Plaintiffs pursuing a case. Lawyers Fund rules might

" | Traditional funding designated by the | mandate
initiator independent
submitting assessment of each
verifiable charges. | invoice through
POEMs' market for
legal assessors.

18 Toxic assets A company with Debts being A unifund for loans

' unrecoverable loans could reclaimed. (The that finds it has
have its assets transferred fund may be multiple defaulters
into a unifund. As recovery authorized to might be set to
was attempted, depositors purchase and automatically sell its
could assess likely pennies- assign debt assets to a fund like
on-the-dollar returns and collectors.) this.
buy in.

19 Industry pools Anyone filing an upheld Amount Industry groups may

' (eg the US claim with approved determined in make the case to

Vaccine Injury adjudicators. adjudication. regulators for

Compensation lowering capital

Program). ratios on their
unifund over time.

Insurance: Public Claimants may be offered a The claimant's The Actions Gate for

20. . . . . . .

Reinsurance | assistance unifund into which their record of these funds could
entitlements are deposited availability shows trigger surveillance
and paid out subject to at least 16 hours of work activity with
being available for at least for last week, but a user's consent.

16 hours work a week in his earnings did Many claimants will
POEMs. not clear a earn past the
threshold threshold so these
specified in the unifunds might
fund's rules. operate flexible
capital ratios.

1. Money Group Assume a home cinema Payout to the Accountability built
processing: | purchases system is cheaper if 25 are manufacturer into POEMs could
Conditional bought at once. An aspiring comes when 25 be the strongest
Transfers purchaser could set up a depositors have asset here,

unifund, findable by others
wanting that model.

paid the price. If
25 cannot be
found, the fund
disbands,

bureaucratic
overheads are
removed.
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dispersing
holdings back to
depositors.

2 Price A maker of premium objects | A bag of the right

' maintenance such as high-end handbags make, probably as
may wish to keep their verified by its
secondhand prices Single Item
artificially high. The fund Record, coming
buys back its bags from onto the market in
anyone offering a pre- POEMs below a
owned one. specified price.

23 Unclaimed Government treasuries POEMs' proof-of-

) assets accrue funds that can't be identity tools (see
dispersed because an owner | Horizontal
can't be located. Paying Markets paper)
each such sum into its own could be used to
unifund would allow money | trigger payouts.
to be invested until claimed.

24 Project finance | Organizers of a music The fund is started | This fund could be

’ festival may set up a unifund | with a deposit linked to a unifund
as repository for proceeds of | from organizers so | for investment in
ticket sales. The fund suppliers can be the festival (which
purchases from suppliers. paid ahead of creates the deposit

ticket sales. for this one) and
another insuring the
event against rain.
25 Fines paid to The concession creating A unifund for this These micro-

' POEMs' users POEMs may mandate micro- | might be given a payouts are an
fines paid to system users in | week to disperse alternative to fines
case of system failure or $1m to the paid to government
underperformance. accounts to the by financial

first 1m users to institutions.
log in from that
point on.

e) System processes that manage unifunds

Operators will need to design standardized interfaces and automated routines for the gamut of

scenarios POEMs' financial markets must handle. They include:

Category Process Notes
1 Lifecycle Set up This is described in detail in our Appendix.
—| events
) Transfer of The owner of a fund may wish to handover control to another
' control party, possibly in a sale??.

22 Once a unifund has started trading, the entity in control has limited powers. The fund's mission probably can't be
changed for example, only rules on external depositors and non-core functions. This is explained in Section 4a-ii.



https://www.treasurydirect.gov/help-center/unclaimed-money-and-assets-faqs/
https://www.peoplescapitalism.org/horiz
https://www.peoplescapitalism.org/horiz

26

Merge

Where two funds are functionally identical in their rules and
charges, it may make sense to - with consent - consolidate
them into one with each depositor's stake in the new fund
prorated to the value of each original fund.

Archiving

A fund may have a fixed lifespan ("Investing in cleaners for
holiday lets for summer 2034" as example) or it may simply
peter out for lack of interest. To keep search efficient these
funds need to be stored and searchable for historic data but
removed from the main registry.

Bankruptcy

The process if a fund can't meet its obligations will depend on
its regulatory status. The most likely scenario is a set up
process that includes a "living will" for the fund; a transparent
sequence of events to be triggered if it fails.

10.

Users'
interactions
with funds

Make a
deposit

Subject to settings in its Capital Intake Gate a unifund may
respond to an interested depositor by simply seeking their
consent to its contractual terms, or it may request access to
the user's market activity records or other documentation to
assess validity. If the owner wishes to manually vet
depositors, applicants can fill in a form created by POEMs.

Apply for
funds

As in the row above, most funds will likely have their Actions
Gate run an automated process of evaluation against
predetermined rules. But the possibility of human assessment
requires the system to be capable of generating a pro-forma.

Handling of
defaults

What happens when a recipient can't repay or meet any
other obligation imposed by the fund? This could be
embedded in the fund's rules but will likely be subject to
regulatory controls, see Section 4b-iv.

Payouts to
depositors

The Redemption Gate for any fund might be set to pay out (a)
on a timetable (b) when fund resources reach a certain
amount (c) when a depositor requires (d) when the fund's
owner/owner trigger a payout.

Interacting
with POEMs'
transactions

This is the process whereby, for example, a fund for insuring
barbecue rentals is evaluated for eligibility during the
system's construction of a rental purchase (see Section 3b).

11.

12.

13.

Reporting

Depositors

Statements to depositors (shareholders effectively) in the
fund will likely be on a mandatory timetable.

Tax
statements

Each fund may have its own tax regime depending on sectors
covered, activity, earnings. Each fund needs to proactively
prepare a statement of tax liabilities for the owner, then
transfer sums due with permission.

Assets under
Management

This is part of a verifiable document capturing the key
metrics, rules and ownership of a unifund at a given moment.
It might be used by the owner as an asset for pledging.

14.

15.

Market
efficiency

Search funds

This is illustrated in an example in Section 3f. Users can
peruse the registry of funds that are publicly listed.

Stress testing

A cron job may sweep unifunds to test systemic risk within
the POEMs' financial eco-system. See Section 4b-i.
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f) Exploring the case for a new unifund

As illustration we will use creation of a fund offering insurance; this category utilizes the most
components shown in Section 3a. Our example outlines initiation of a fund intended to underwrite
owners who rent a bicycle through POEMs against its loss during a rental.

We have imagined this example being instigated by a small investor who has noted rentals of bikes
through POEMSs booming around her city. She believes current unifunds underwriting these transactions
could be profitably undercut with an exclusive focus on machines that have been intentionally degraded
(painting out of branding and decals unattractively) to minimize appeal to thieves.

Standardization across financial services is a priority for POEMs, it needs to read a vast registry of active
unifunds and assign them to any transaction in its wider markets instantly. Capital may need to move
between funds at the behest of fund owners. For this reason, the terms used in this paper are largely
generic at high level. For instance, a "recipient" of money from a unifund could be labelled in system
screens as a "policyholder" for insurance offerings, "borrower" in POEMs' loan markets, "receiver" for
cash transfers, "grantee" once the system knows it is a fund for donations being set up, and so on.

To assess her idea for an opportunity, our user searches POEMs for existing funds offering bike
insurance locally but outside the standard models structured around value of machine, timespan for
coverage, reliability records for eligible recipients and competition on rates. She wants to see the fringe
funds that have added bespoke text to the unifund's standard structure to target coverage narrowly:

Unifund Registry

Q. Search unifunds

Status Activity: Category: For:
Protected A Insurance Item rental v While rented
tem Specific filters: Geographic focus includes from:
Bicycles Nonstandard Text 25 miles My home
Your search returned 155 unifunds
[ Averages of these funds (last 7 days change) I Returns against all unifunds
16
Capital Deployed Capital Ratio (9 Current Deposits =
79% 37% $13,458
L} 5
2% View 2 2% View 2 ~ % View 2 ¥ ,
8-
Depositors o Growth Cost-per-Dollar-per-Hour A==
2 O]

9.2 1.8% ~ $0.012

- M% View 2 2 1% View 2 e 3% View 2

0 T T T T T T
Jan Feb Mar Apr May Jun Ju Aug Sep Oct Nov Dec

=o- Your Funds

EB Funds returned by your search

Lifespan  Fund Name (abbreviated) Capital Capieal CLrrent CluTene Growth CpDpH  Hire Periods Coveraga Fund No.

Deployed Ratio Deposits Depositors Rate Range
7 days Cargo bikes ridden by employses on 95% 20% $11,500.00 5 26% $0.023  2hrs-1days $600 - $2,000 1564115
delivery routes
& days Bicycles adapted to carry small children ~ 66% 78% $1,687,121.00 157 8.4% so0ag 9S-I $20,000 - 2456882

months $85,000
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This report reveals immediate insights. Specialized models for insurance of bikes during rentals are
attracting capital. They are getting safer (shown by falling capital ratios permitted by regulation), but
remain small in deposit terms, although diverse in numbers of depositors. She thinks she could price
profitably with comparable charges. Our user plans to back her intuition with an initial $5,000 at stake.
The process of setting up her new fund is shown in our appendix to this paper.

g) Integrating external products

POEMs' operators are free to structure and curate their markets as they wish subject to public service
obligations. Within constraints of their revenue formula, they will get their fixed-percentage markup
on each capital gain by any user. They will want to attract established institutions into their markets.

Some of those organizations may embrace the unifund structure, creating unifunds to align with their
priorities. But some will want their individually structured services sold in POEMs. Thus, POEMs'
operators will be motivated to develop tools that break down inconsistently structured external offers
of loans, insurance, cash transfers, and so on from the wider economy into a set of parameters against
which they can be searched and sold alongside unifunds throughout POEMs?3,

23 Operators should not be compelled to accommodate any external product in their precision processes for
matching providers and consumers of finance. They may opt just to offer a page where any provider can list a
product. But operators can't add their markup to "click to order on our website" links to off-platform purchases.
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4) Regulatory Issues

Many aspects of traditional financial regulation are redundant in POEMs. Control of the
platform is divorced from ownership of the capital it moves. So, its operators are incentivized
to regulate rather than take risks to maximize profit. Granular activity can more easily be
regulated, possibly underwritten, subject to Glass-Steagall like splits between workaday
financial functions and speculative activity. But millions of unifunds, many intentionally
short-lived, jostling for seekers of finance create unique risks. Keeping POEMs competitive
with less scrutinizable finance sources is vital.

a) Foundational factors

There are 5 core issues around financial markets that should be addressed in the concession creating
POEMs. They determine costs and liabilities operators must assume and are critical to allowing
bidders to price the charge they will apply to transactions if they win the concession.

i) Fractional reserve rules

POEMs will hold potentially billions of dollars in accounts for its users and unifunds. Operators should
not be permitted to exploit this money, only encourage any user to try doing so. To ensure POEMs'
solidity, predictability and transparency, its operators' only permitted source of revenue comes from a
fixed percentage markup on each transaction across the platform. This extends to its financial markets.

Thus, operators are prohibited from "creating money" by maintaining only a fraction of the deposits
users may demand back in any run on the system. Fractional reserve banking is of course a core of most
commercial banks' model. (Risks of a ban for POEMs making it uncompetitive are addressed below.)

But POEMs' revenue formula pushes operators to incentivize users to keep their capital deployed
according to individual tolerance for risk. A range of tools demonstrate how this could be achieved:

e User accounts: Automatic-triggers could be offered allowing any user to set a rule such as "Any
sum over 5150 in my account for >24 hours should be invested in the POEMs' one-day, safest-
borrowers only, unifund charging the highest rate at the time".

e Unifund deposit accounts: Every unifund will report on "percentage of capital deployed", that is
what proportion of the fund's current deposits are earning right now. If a unifund is set to (a)
make the metric visible and (b) accept external deposits, investors can set parameters that stop
their money sitting idle. "Within my investing rules, | only buy stakes in unifunds with >96%
capital deployment and allow instant withdrawals of undeployed amounts. If my deposit is not
then deployed in <2 hours it is to be moved to other funds."

e Loans: Initially at least, POEMs should probably operate full-reserve loan funds. If $100 is
borrowed, that sum is fully debited from the fund's deposit account and credited to the
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borrower. This could change (see Section 5c) but the risks of fractional reserve in such fast-
moving micro-markets would need to be understood first.

e Insurance: This could operate on full reserve. So, if a cow is being underwritten during her
journey from farm to farm arranged through POEMs' market for livestock transport, her $1,500
value is simply moved out of the unifund's deposits and locked in its escrow sub-account, to be
automatically returned to the fund's deposits perhaps 48 hours later if no claim has been
instigated. But such certainty would make charges for coverage unpalatable. Insurance funds
alone could be permitted to hold only a percentage of the liabilities of a unifund at any given
time. How is that percentage to be set in each case?

o Adjacent comparisons: Regulators could set a floor on an insurance focused unifund's
reserves by parsing data from adjoining sectors. The market for cows-in-transit could,

for example, draw on data over time from unifunds underwriting pig or sheep journeys.
They have comparable risk factors, journey lengths and transaction participants but
generate data more quickly because the animals have shorter lives. A rule of "capital
reserves at least 5% above nearest adjacent sectors" might be a starting point.

o External sources: Off-POEMs' underwriters have underpinned millions of bovines on
their way somewhere. Some of their capital ratios will be public knowledge.

o Dynamic recalculation: Automated assessment of a unifund's claims ratio over the

preceding 13 weeks might create a new floor for its permissible reserves each Monday.

o Pathfinder funds: Some insurance unifunds will be unlike external products and, at the
beginning, lack historical or adjacent claims data. How is an initial capital ratio then to
be set? POEMs' operators might be permitted to launch their own "pathfinder"
unifunds?*. These operate at 100% reserve and are underpriced until a first 3 months of
claims data is created. The fund then shutters, leaving opportunity for anyone to
recreate any variant of it in a system now able to apply an informed capital reserve rule.

ii) Level of flexibility permitted for a unifund

To what extent can a frontline unifund morph once it has started trading? Conventional wisdom
suggests it is essential that charge rates or payments to depositors in any investment vehicle should be
capable of adjusting dynamically over time. But POEMs' need for overall stability, and ease of setting up
new unifunds, make a case for less flexibility. That would mean a unifund could not change defining
boundaries like those in this example:

o "This fund provides factoring for bookings of bespoke garment making. If a buyer pays >S50 but
<5300 in POEMs' market for made-to-order attire, and the seller (who must have at least grade 3
of 5 for reliably completed transactions) has ticked to say they will pay for immediate release of

24 This breaks the rule that POEMs' operators can't buy, sell, set prices or invest through any market they run but
only temporarily in each case. To ensure minimal market distortion, operators should not be permitted to retain
any profits from such a fund, simply regaining their capital from, perhaps, a $1m deposit for 13 weeks in a broad
"Livestock Transits" unifund they set up. Profits, possibly losses, could be absorbed by the POEMs' surplus fund.
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their fee before it has completed escrow, and accepts our charge, we will immediately transfer
the full payment provided POEMs then locks the escrow so it credits to this fund.

We charge 50.003 per dollar per hour of the escrow period. We aim for 95% capital deployment
and depositors can withdraw their proportion of undeployed cash only on the first of each month

unless deployment falls below 90%."

Once a unifund becomes active, the argument that its permitted actions, charging formula, payout
timelines and depositor repayment formula are fixed can be summarized as:

e Regulatory simplicity: Enforcement and stakeholders' liabilities are easier to automatically track

if a fund can't evolve.

¢ Investor/recipient confidence: Anyone putting money into the garment makers' fund above
knows what they are getting into and when they can get out. Comparisons among unifunds can
be made, personal capital allocation filters set, portfolio risk profiles maintained.

e Data remains meaningful: Reporting on the
metrics (see Section 4b-i) of a fund like that above
can be consistent, like-for-like over time.

e Market resilience: Stress testing across a universe

of immutable unifunds can't be gamed or
blindsided by sudden changes in fund parameters.

This rigidity might seem self-defeating. What if the cost-
of-money falls to a point where factoring rates for clothes
makers are unsustainable at the initially chosen Charge-
per-Dollar-per-Hour? Some unique factors around
unifunds mitigate the problems:

e Ease of creating a fund: Setting up a slightly

tweaked, but separate, unifund can take seconds
and will cost nothing. If rates fall for example, a
replicated fund but charging $0.0015 per hour can
be up and running instantly?>.

Any user might have set an algorithm to trigger
creation of such a fund based on any parameter
they wish, possibly depositing the user's capital
immediately.

e Capital mobility: Greased by automatic triggers,
deposits can move in and out of unifunds, hunting
for the best opportunities in line with its owner's

PANEL: Duplication of unifunds

Screen displays of any unifund might
include a "Duplicate" button. This

populates a new fund with the same
parameters, inviting the user to then
tweak any detail to start a new fund.

One-click duplication would be a fast way
of starting a competitor to a successful
fund. That drives depth and diversity. But
it could be deemed unfair use of the
initial fund owner's intellectual property.

Again, this is a nuanced political decision.
POEMs' operators might favor a middle
course such as regulated funds (see
Section 4a-v) being instantly replicable
because their core details are in the
public domain and could be re-entered
manually. Off-registry funds could,
perhaps, only be replicated by their
owner(s).

25 Rigidity of a unifund can be minimized by a creator setting a formula rather than prices from the start,
for example charging a percentage over the base interest rate rather than a fixed amount for each dollar

will better track gyrations in the cost of money.
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rules. Thus, cash could flow from mispriced funds into one with capital deployed in alighment
with latest market conditions. Likewise, capital could outflow from the example factoring fund
above, dollar by dollar as it was received from POEMs' escrow deposits, into the new better
priced fund if wished.

o Defined variables: In a more nuanced version of no-changes-once-trading-starts, some rules
that can't negatively impact current depositors or recipients could become variable. For
example, more permissible rules around withdrawal of capital could automatically be triggered
as capital deployment fell if the creator wished.

In the early days, keeping unifunds fixed in their settings would lower potential liabilities and costs for
operators. Simplicity for depositors should attract localized capital. Any individual unifund can be seen
as disposable, to be discarded once its moment has passed, possibly recreated in the future.

iii) System charges for financial market usage

Across its gamut of markets, POEMSs' charges for usage aspire to "Penny Postage" simplicity. Britain's
1840 Act replaced costly, variable, counter-intuitive charges for sending letters with a simple "one penny
for an envelope weighing less than half an ounce to any UK address". The world subsequently adopted
fixed rate, transparently paid, postage. POEMs' objectives of simplicity, solidity and auditability (See
Section 1) are best achieved through a comparable formula.

But this lack of pricing flexibility across the microeconomy risks lack of competitiveness in financial
markets specifically. We assume, as an estimate, a broad charge on earnings across the entire markets
system of around 2%. But in finance, some index funds already charge significantly less. Low headline
rates can of course mask other charges, bait-and-switch pricing or high-risk strategies. But even if this
was fully understood, POEMs' model of finance would be unfairly vulnerable to predatory pricing.
Companies will cherry-pick POEMs sectors to undercut. Locked percentage charges across the entire
system would make financial sectors an attractive target, sucking capital out of POEMs' markets.

To resolve this, enabling legislation could make the charge rate a ceiling. If operators who win the
concession have committed to a 2% charge across all sectors, they could be permitted to lower (never
raise) it on any sector to keep it competitive with external alternatives. This potentially breaks a
protection for non-users of POEMs', a right to predictability so they can best compete against such
potent markets. However, it could be argued financial markets are a legitimate exception because:

o Alternatives are institutional: The right-to-predictability rule is intended to protect, as example,
domestic businesses that match holiday lettings to demand and don't wish to use POEMs to
provide their services. It is not there to safeguard largely multinational financial institutions' and
their market power from an ability to extract maximum revenue in the jurisdiction.
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o Financial services are inherently simple: In
computerized markets, a purely financial transfer
involves just changing a ledger entry in the
provider's and buyer's account. The messiness,
unknowns and dependencies of more complex real-
world transactions are absent. Customer acquisition
costs are low because real-world transactions are
integrated into POEMs' financial services markets.
This could be justify low charges.

o Finance enables other activity: In POEMs', financial
interactions are closely integrated to mainstream
economic activity. It is an enabling function, not a
standalone speculative/extractive model. Effectively
subsidizing it from operators' proceeds in other
markets is therefore justified.

POEMSs' focus on transactions with a small unit size must not
be imperilled by any leeway on rates. Operators should still
find their returns stoked by micro-transactions. But the
reasoning above could lead to a situation where charges on
earnings within POEMs' financial markets are tiered in line
with regulation (see Section 4a-v).

So, as example, gains from highly regulated unifunds attract
a mere 0.5% charge, semi-regulated 1% and unprotected
returns at the full 2%. This further undergirds a focus on
activity supporting the workaday economy.

iv) Role of POEMs' operators in regulating activity

A core tenet of POEMS' is that once system operators win a
competitive bidding process, and as long as they then
comply with mandated obligations, they must be free to
structure their markets as they wish. Having undertaken the
risks of funding POEMs for a lower charge to users than
other bidders, they have legitimacy in this responsibility.

PANEL: What is charged?

Embedded in the POEMSs' concession is a
prohibition on "easy money" for market
operators. They cannot use their unique
access to official facilities to create tools
which they then charge the populace to
access. Operators must earn-from-
earnings; they prosper only by
maximizing their users' income.

This bars charges for (a) having deposit
accounts with POEMs, or links to external
bank accounts (b) setting up, or moving
money between, unifunds (c) transfers of
funds between users, to make or repay
loans for instance.

Operators make their return in its
financial markets on capital gains for
depositors. Thus, if the POEMs'
percentage markup is 2% and a $100 loan
is charged at 5% interest for its duration,
the unifund's owner will gain S5 from the
transaction. The system retains $0.10 of
that as its take.

Similar rules apply for insurance and
investment returns to a fund or a fee-for-
service such as payment for cash
exchange (see Section 2c). Levies are only
applied when capital owners make a
return. This can exclude any international
transfers, if POEMs were to provide such
a service (Section 5b).

So, could government abandon regulation and any underwriting of POEMs' financial markets entirely to
the platform's operators? Doing so would risk making POEMs uncompetitive with other sources of
finance where, detractors often allege, "returns are privatized but losses are socialized". If POEMs must
build true costs of systemic risk into its pricing for access to financial markets it could be more expensive

for depositors than reckless funds elsewhere.

One way to resolve this involves government binding itself in advance, as part of POEMSs' enabling
legislation, to its strategy for response to any future crisis in global finance. There might be two steps:
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e POEMis first: Entrenched legislation could bind government to a position that, if POEMs where
to remain solid while mainstream finance melts, government in the jurisdiction will not bailout
any banks or other sources of finance. Citizens and businesses have the basic financial
machinery for economic life to continue through POEMs, so other conduits for finance can fail?®.

e Operators’ loss in case of POEMSs' failure: The enabling legislation will include language
specifying a process for transferring a concession to alternative operators if its winners fail to
comply with their public service obligations. Government could explicitly commit that if it ever
public funds had to bailout POEMSs' depositors to avoid systemic risk across the platform
collapsing the jurisdiction’s mainstream economy, operators would lose the concession. That
could involve forfeiting a bond deposited with government as a condition of the concession.

This strategy further pushes POEMs' operators into actively overseeing their financial markets?’. But if
operators are on the hook for systemic failure, the concession must make clear what rights they are
allowed as regulators. For example, can their obligation to neutral treatment of users be waived to allow
them to, in extremis:

e Winddown a unifund: If a regulated fund breaches a specific scale, volatility, concentration of
activity, risk profile or other metric can the software start unravelling its commitments?

e Takeover a unifund: This would cross the line to operators trading in their own markets, but in
an emergency could POEMs' managers appoint someone to run a fund perhaps too systemically
pivotal to unwind? It mirrors the way regulators in the US can seize a bad bank, but it could
leave operators wanting a given fund to fail so they could assume control. A rule might specify a
randomly selected accountancy firm must be paid to run a troubled unifund until it can close.

e Freeze activity: During the Covid pandemic, payment holidays were forced on banks in some
territories. In March 1933, during the Great Depression, America's government forced closure of
all banks to stop a mass run. Could operators suspend all or parts of its financial markets to
protect the system? This should probably be permitted, particularly in case of technology risk?2.

Legislation could set parameters within which operators could take actions such as these. But that pre-
determined rigidity could make the system prone to unforeseeable risks. Granting operators discretion
as regulators must not allow breaching of public service obligations. But it should align their transparent
decision-making to needs of users in a crisis. Making this explicit before bidding opens allows insurance
overheads to be gauged and incorporated in pricing commitments?.

26 This provision would overnight make POEMs desirable for large-pool rolling finance such as health insurance.
Avoiding cherry picking of healthy customers may take a mandate, like that around the US Affordable Care Act.

27 They could of course insure against systemic risk in their markets with global financiers, this should openly force
them into the discipline required. (This must be an off-platform transaction, operators can't insure via POEMs.)

28 Imagine, as example, cyber-terrorists hacked the system's financial markets and control could not be regained
immediately. The legislation might specify a deadline of perhaps 72 hours for re-opening or steep penalties.

29 Operators' motivations will diverge from users at key points. Specific reporting can surface the issues. As
example, when a borrower defaults on a loan, POEMs must act for the debtor in finding the cheapest unifund for
repaying the loan given that user's circumstances. But operators get their markup on that transaction, and again if
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v) Possibilities for multi-level regulation

Is a spectrum of regulation permissible? Setting up a unifund is no-cost, open to any user and potentially
profitable. They should proliferate into currently unforeseeable niches for financial services. This
apportions risk precisely. So, a fund might have the mission "Lend up to S50 but only to borrowers who
pledge collateral of value equalling their loan and who have attained the highest levels of trading
reliably". It will carry little likelihood of default but need to offer the lowest Charge-per-Dollar-per-Hour
to attract such sought-after customers.

If that fund does well, it will of course attract users to set up others, identical in every respect but
perhaps requiring less or no collateral. They can charge slightly more. And so on. There should be no
single large fund for loans that could collapse with a core of defaults, but thousands of small standalone
funds each with its own lending cap, charges and eligibility rules. This works for lenders because they
can have their dollars move automatically between funds. If their capital is not deployed within, perhaps
an hour in fund A, POEMs can be told to transfer it to other funds acceptable to the owner perhaps after
comparing current metrics for each fund's Earnings-per-Dollar-per-Hour and ratio of capital deployed3.

Assuming safer activity should be protected, where on this scale of increasingly adventurous funds
lending up to $50 (as one example) does regulation end? Tiers of risk allow for matching levels of
protection and regulation of unifunds. This recognizes the value of innovative or unusual financial
instruments, but a need to separate them from more everyday activity. Assuming protection of deposits
was a feature of POEMs, a simple structure might allocate any unifund to one of three bands:

e Protected: These funds might explicitly have to be set to support activity in the "real" economy
(not buying/selling shares of other funds), have full transparency in their reporting, mandate a
maximum stake size of perhaps <$2,500, from domestic depositors only, maintain high capital
ratios if underwriting and can't borrow. They have a "living will". In return, deposits are
guaranteed. Each user's own deposit account will also be in this category (see Section 2b).

e Semi-protected: These funds might be comparable to those above but tolerate higher minimum
stake sizes. It may be their deposits are guaranteed only up to a capped amount.

e Unprotected: These are funds that wish to be secretive, speculative, attract substantial
institutional or foreign money or need to borrow. The creativity and diversity they bring is
welcome, but if they fail to meet obligations there will be no bailout.

In reality, regulation could span 10 or more bands of risk. Unifunds in the higher levels might be limited
to deposits by "sophisticated investors" attesting they were able to absorb loss of their capital. Those in
the lower, protected, levels may be open only to citizens and small businesses. Demarcations between
bands of protection might change dynamically, perhaps on the first of each month based on system-risk
assessments from the previous four weeks of activity.

failure to repay the second loan leads to it "cascading" to another unifund with even higher tolerance for
unreliable borrowers. An automated tally of "cascading debts" could expose any systemic barriers to repayment.
30 See Section 4b-i.
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Banded regulation could be simplified in system interfaces.
For example, a user creating a unifund could be asked at
the outset to specify which band of regulation they wanted
it to fall under. That then limits their inputs for fund
settings. And, as ever with POEMs, buyers can set filters
that exclude borrowing or depositing in unproven or high
risk unifunds.

b) Key regulatory issues in POEMs' financial markets

After a concession is awarded, government, operators and
legitimate users will have similar interests in managing the
novel risks created by POEMs' model of finance. Given
standardization of unifund structures and reporting, tiers
of protection and clear powers to regulate, a range of
tools can be harnessed. Rulemaking and enforcement
need not focus on stamping out unfair activity throughout
the economy, only making POEMs an unattractive forum
to try it compared to other channels that trade financial
services.

i) Rating a unifund's solidity and systemic risk

Uniquely detailed data that POEMs can collect about any
user could be key to its version of functions performed by
ratings agencies in global finance3!. The system can track
raw data then used to compute likelihood of any user
defaulting on their debts.

Ten metrics about any person or businesses' activity across
all POEMs' markets can underpin automated evaluation of
their future ability to repay debts:

PANEL: Legal status of unifunds

Must each unifund be established as a
company, charity or other conventional
entity? Or can it simply be a pot of
money, with rules for deployment, that
automatically dissolves when it has no
funds, capital in escrow or assets left?

Forcing funds to be a formally registered
entity would add protections and
accountability. This would limit POEMs'
operators’ liabilities if a unifund was ever
unable to pay debtors. But registration
overheads and compliance requirements
could become a brake on imaginative
micro-financing.

One compromise between solid entities
and easy generation of unifunds is for the
enabling concession to specify a unique
legal entity identifying "Agentic Online
Digital Accounts". It broadly requires a
government registry of such accounts
with beneficial owner(s), purpose and
each fund's rules on record. POEMs could
of course establish and maintain this
database, adding entries immediately as
it determines the level of regulation/
protection appropriate for each new
unifund (see Appendix section vii).

Light-touch regulation could be limited to
unifunds with 100% capital ratios,
objective parametric rules and fixed
ownership. Subjective payouts or lengthy
capital deployments might force formal
registration as an operating entity.

31 As ever, any user can tell POEMs not to use their personal data to find best value services. But they will likely
exclude themselves from the filters of a majority of unifunds by doing so. Fund rules will assume they have

switched off the capability to mask their status as bad counterparties.
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Metric

Explanation

1. Reliability

How solid is this user's trading record across POEMs? Someone with hundreds of
bookings completed without transfer of escrow payments stopped by an
adjudicator is less likely to default than someone with a string of judgements
against them32,

Utilization

What percentage of the resources or hours the user offers across POEMs get
purchased33? High utilization suggests desirability to buyers and less exposure to
falling demand which will lead to less valued sellers or workers loosing out first.

Diversity

How broad is the user's market activity? Someone working or selling across 10
distinct market sectors will be less prone to plummeting income than a user whose
income is all from one specialist sector.

Dependency

How varied is the user's universe of buyers? It can be possible to have high
diversity (above row) but all within one organization that buys 100% of the person
or business's available hours or resources.

Sector
volatility

Across the sectors on which this user's income depends, how even are patterns of
demand?

Adaptability

Over the time the user has been earning through POEMs, at what rate have they
gained new skills (badges), entered new sectors, added new buyers in search of
higher income?

Mobility

To what extent has the user changed or expanded the geographic area in which
they earn? Someone clearly willing to travel to where the work is for example is
better insulated from shocks than others.

Growth

Has the user demonstrated a trajectory of increased income per unit (higher pay
per hour for example)?

Headroom

What percentage of the user's weekly income through POEMs goes out on non-
discretionary payments, to a landlord for example, or in total debts?

10. Coverage

To what extent is the user insured against events such as sickness or loss of
certification?

As with Wall Street ratings agencies, POEMs' assessment of any user's solidity can't be assumed to be
beyond doubt. They might have off-platform debts or looming issues such as loss of a driving licence for
someone dependant on taxiing for their income. But the benchmarks above could be recalculated for
each user on regular cycles, possibly parsed alongside external data such as general economic trends.
The aim is to produce a standardized percentage for "Projected Capacity to Repay" any given amount.

That figure can be rolled into an overall rating for a unifund. Thus, a fund established to "Lend up to
S500 for up to 28 days for anyone living within 5 miles of Springfield City Hall and earning >than 20% of
their income from data entry services" might have 1,000 debtors. Their aggregated projection of capacity

32 This doesn't necessarily mean everything went perfectly on every transaction. In cases like not showing for a
work assignment because of sickness, the worker can permit release of an escrowed payment back to the buyer. It
is the no-shows who then insist they should be paid despite the transaction's contract terms who rate badly.

33 Utilization is a key metric in any selling of a resource in blocks of time (booking workers for example). If a person
input themselves as available over 20 hours of last week, but only 10 were booked, their utilization was 50%.
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to repay at any time becomes a tool for evaluating that unifund's desirability for investors, and possible

source of concern to regulators.

Comparably granular data will be coming out of POEMSs' markets for underwriting, cash transfers and
other activity. It can be standardized for comparisons. A fund-of-funds unifund taking stakes in frontline
unifunds can likewise have its vulnerability to defaults sliced by multiplying the percentage of each

frontline fund's capital - and risk - held by that fund-of-funds.

This apportioning of risk underpinned by atomized
reporting can continue up to POEMs' finance markets
overall. Threats, such as systemic exposure to defaulting
by anyone earning from driving buses, trucks, vans,
tractors or cars as autonomous vehicles proliferate can
be tracked. Individual users' details remain protected.

ii) Negated systemic risks

Many issues that bedevil conventional consumer finance
are unlikely in POEMs. The system's operators are legally
barred from trading on their platform. They have no
control over prices and no ability to raise their charges.
With decentralized ownership and extreme transparency
mandated there is little they can hide from the public.
Risks that shouldn't occur in the main parts of POEMs'
finance markets include:

e Predatory interest rates: Anyone can set
whatever charges they want for their unifund.
But POEMs' acts for the buyer of finance in each
transaction, scouring its registry of unifunds to
find the best value. Over-chargers come last.

e Balance sheet trickery: Reporting and auditing of
any unifund is rigorous, granular, linked to
counterparties' records and immutable. It can be
not displayed for any unifund, but it can't be
overridden. Regulators may be able to seize even
concealed records with a court order.

e Front-running: Brokers who buy in advance of
their customers' orders are a minor worry. Direct
entry into the markets by any user, the simplicity
of interactions and so much low-value activity
make POEMs' core unifunds unattractive to
intermediaries or human market makers.

PANEL: "Al versus Al" financial risk

Non-POEMs financial services are
becoming an arms race of Al tools
servicing both buyers and providers. This
area of risk should not threaten POEMs.

Current consumer-facing providers of
finance, of course, use Al to maximize
revenue and niche targeting. Al is also
increasingly harnessed by cost conscious
shoppers seeking the best deal for their
current needs among an ever-changing
array of individually structured products.
Fears of sponsored results, misleading
teaser rates and poor searches can lead
to multiple Al agents being set to
compete on a search for value.

Externalities in this battle between
buyers and sellers of finance include new
risks (and environmental burdens).

By contrast, POEMs' finance markets
have standardized structures, fixed
overheads and like-for-like data. The
system can easily rank unifunds in search
of a best deal for each buyer's need.

Anyone can of course specify fluid pricing
rules and loosely structured eligibility for
their unifund, then set Al free to
configure for best advantage on each
deal. Such funds would likely not qualify
for POEMs' regulated tiers and can be left
to fail without risk to the wider economy.
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e Asset bubbles: They will happen in POEMs, but systemic risks should be "tiered out". Any
homeowner for example can set up a unifund through which their mortgage payments and
possibly bookings of plumbers, electricians, builders, gardeners or other investment improving
investments flow. These unifunds may be aggregated, possibly securitized and traded by
mortgage holders. But those unifunds will carry an underlying solidity rating (Section 4b-i) and
likely be in the riskier tiers of POEMSs' regulation. Their collapse shouldn't impact more widely3*.

iii) Core systemic risks
Three foundational dangers should be addressed in a concession creating POEMs:

e Technology failure: POEMs could have an outage with the entire platform going offline. In

current models of finance, this is a manageable risk because multiple finance platforms can be
used for a need. If POEMs went down, it could take a sizeable chunk of the domestic economy.

e Operators' malfeasance: Like all e-markets, POEMs could mask skewed processes. As a random
example, operators might be paid by a financier to discretely favor their unifunds in searches?>.

o Unforeseeable consequences: Unleashing so much atomized finance will uncover risks at every
stage. Obligations placed on operators might inhibit them in penalizing a bad actor, conducting
an undercover investigation, intervening in market activity or otherwise responding.

POEMs brings a range of tools that can help forestall these unavoidable risks. Failover protections,
immediate backups of data (possibly in another nation to protect against invasion), transparency of
operators' finances, whistleblower pages, and open scrutiny of the software through mirror installations
should all be part of the obligations. But assuming these risks can be completely mitigated would be
naive. They should be foreseen in politicians' and public conception of the system operators' role. At the
heart of a POEMs concession is an explicit pact with a private sector consortium:

You have committed to fund and run our jurisdiction’s POEMs system while abiding by public
service obligations designed to ensure you can only generate revenue by growing economic
opportunity for our citizens and local businesses. You won that right by transparently committing
to charge less than competitors. In return there will be no cap on your earnings. And you will
have freedom to structure, design and curate those markets as you wish within the obligations.

Within this pact, operators could be given real leeway to act as they see fit to maximize market growth,
and therefore revenue. A right to surveil, counter, even block, questionable unifunds could be balanced
perhaps by a requirement to report such actions publicly within 3 months or updating of a non-public
register of actions, and the justification for each, entries in which an aggrieved party could subpoena.

34 |ssues around a bubble in skilling are addressed in our Human Capital as an Asset Class paper.
35 This cornerstone of business models in mainstream financial platforms would be a crime for POEMs' managers.
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Within limits, if operators want to test intentions of a unifund, or curb its appeal, they could be
permitted to intervene with an identical, but more cheaply priced, fund. To avoid breaking the revenue
formula, any profits of this crime fighting would automatically go to POEMs' surplus fund.

iv) Secondary risks

Other risks to which alert users should remain attuned include:

System-wide

risks

Government As with nominally independent central Operators should be mandated to report

interference banks, politicians will be perennially all contact with government publicly. The
tempted to skew POEMs' financial public may be reassured if the core
markets, engineering a pre-election fall in consortium winning a concession is (a)
interest rates perhaps. This can be multinational (b) well known. Those
legitimate, buying or selling government brand-sensitive corporates would have
bonds across POEMs and external channels | much to lose from being exposed as
for example. Unacceptable examples might | kowtowing to politicians in one territory.
involve pressuring operators to rank public | Purely domestic companies might be
debt more favorably to lenders. easier to lean on.

Hostile A pattern of buying or selling by 'bots Know Your Customer protections when

destabilization

dedicated to crashing the markets, for
instance in mass selloffs of stakes in critical
unifunds could be instigated by a
geographic or ideological adversary.

unifunds are set up will be vital (see
below). Dampening mechanisms such as
caps on fund withdrawals or deposits
within any 24-hour period and
monitoring of concentrated ownership of
key unifunds can all be applied.

Capital influx

How would POEMs' financial markets have
coped in 20087 As faith in global banks
cratered, many might have transferred
deposits into POEMs where automated
triggers might have immediately put the
money to work. This glut of capital would
drive down prices and returns
domestically.

The market should self-correct at new
levels as demand and supply in
underlying POEMs' sectors continued.
But gates that stop huge outflows or
inflows in any given period might
reassure users.

Uncorrelated
risks

POEMs' finance markets could be fast
moving and will be granular. Some
patterns of risk that take time to emerge.
As one example, a crash in construction
demand could lead to a hit on unifunds
lending to nurses because many are
married to builders and dual income has
been lost.

This is another argument for a cautious
start to POEMs' financial activity. Initial
data, open to anyone, can be used to
test theories around pockets of micro-
risk linkage. Sizeable buffers, cautious
criteria for protection and exclusion of
non-core users may subsequently be
relaxed.

External
products

POEMs may permit externally structured
financial products into its markets (see

Again, caution while learning is
recommended. Anyone can set up a
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Section 3g). They could mask complexity,
leverage or dubious assets but get slotted
into a structure POEMs can trade and
search for any buyer putting the system at
risk if they fail en masse.

unifund, including any subsidiary of a
global financial player within the
jurisdiction if permitted. Operators must
be free to curate their markets as they
wish within their obligations. They are
not excluding anyone by insisting all
users fit their structures, at least in the
formative years.

Fund-level
risks
6 Unsecured Using POEMSs' trading records as collateral | This is a risk inherent in all loans
" | debts for a loan (see Section 3a) increases access | markets. Credit scores, for example, are
to finance and punishes defaulters. But it widely used in non-POEMs' finance. They
doesn't create anything the fund can penalize failure to repay but don't leave
monetize in a wave of defaults. the provider with a saleable asset. This
risk can be managed systemically by
Also in this category: any liens on future tracking non-monetizable holdings
assets (for example a Single Item Record across unifunds that are regulated (and
regarding crops not yet harvested.) must therefore set their reporting at
"open"). Mandated levels of reinsurance
across unifunds is the ultimate
protection.
7 Circular logic Some funds will want to price against the The danger of a spiralling race-to-zero
' market. ("Our fund will charge 0.01% less across the markets, as unifunds vie to
than any other fund available to meet a undercut each other, merits a ban on
target buyer's need"). pricing against market averages or floors.
3 "Wash Depositors in a unifund may set up circular | Metrics on in/out flows, concentration of
" | trading" trades where a cluster of unifunds buy and | ownership, imbalances in payout ratios
sell shares in each other to create a fake or timelines, and inter-trading between
crescendo of activity, attracting other the same funds could all be used to
investors. Other Ponzi-inspired schemes deregulate any funds with suspicious
might have small print unfairly prioritizing | activity, voiding protection for their
early investors' payouts. depositors and removing them from
exposure in the wider market.
9 Insider trading | An amateur investor who notes French TV | The European company could of course
' series' popularity in the US and believes transparently set up a unifund to upskill
certification for French tuition could local hospitality workers around its HQ in
produce an attractive return is welcome to | a new language. But they, not the HR
set up a unifund for that purpose. An HR director, reap the reward.
director with advance knowledge of her
European company's plan to open North As elsewhere, insider trading in POEMs
American headquarters in one small town | would undermine market plays by less
with a sudden influx of French speakers informed users. It could be made a civil
into local businesses could be defrauding offense for anyone losing revenue as a
her employer if doing the same. result to pursue.
10. Money Fine-grained activity in POEMs could entice | This temptation will always be present.

laundering

criminals seeking to disguise the source of

Controlling the sources of deposits, as in
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their capital. By colluding with, for a conventional bank will be critical3®.
example, house cleaners a "household Patterns of overwork (one person
management" unifund might buy copious cleaning 24 hours a day for example) or
fake cleans, cutting the proceeds with overpriced transactions can be
cleaners who allowed their accounts to be | algorithmically spotted. So can patterns
hijacked. of transactions failing for legitimate
buyers (because the house cleaner earns
more laundering than cleaning perhaps).
User-level
risks
11 Discriminatory | POEMs' precision could facilitate redlining, | Equipping POEMs with a database of
settings for example by intaking a list of zipcodes deprived postal areas would allow such
within which a user must have their home | behavior to be surfaced and stopped.
address to be eligible for funds®’. Other proxies for "people I illegally don't
want to trade with" could be learned
over time, flagged and blocked.

12, Inadequate A user accepting, for example, training A unifund paying for something might

deposits through a unifund might be embarking on have to put the full fee into its escrow
months of attendance at classes with fees | fund in each case but then may be
to the college payable in tranches. Later allowed to invest from the escrow pot in
payments could then not be forthcoming protected loans markets within
leaving the recipient unable to complete automatically imposed repayment
training. windows to ensure compliance.

13, Predatory With such precision possible in targeting of | There may be a case for government

niches who is eligible to receive capital from any stepping in to provide unifunds-of-last
unifund, some corners of the market could | resort. This could be seen as an
remain unserved. This creates openings for | extension of welfare, lending one-off
hyper-niched exploitative funds, for small sums to people in desperation
example lending to people with subject to auditable enrolment in debt
characteristics that will exclude them from | counselling, perhaps. See Section 5d-i.
other unifunds. POEMs' search for best
value for each buyer's needs will then
match with such funds even if overpriced.

14, Unfair flipping | A deep pocketed unifund could be directed | This activity could be identified relatively
to purchase limited stocks of an asset and | easily in POEMs. By algorithmically
immediately resell at higher prices. This is seeking it in sectors where resources can
the role allegedly played by Andro Capital be cornered "productive" arbitrage of

36 POEM s is of course subject to wider regulatory rules such as responding to UK Unexplained Wealth Orders.
Intending launderers should be aware they can only transitorily hide, not destroy, POEMs' records of their activity.
37 POEMs' granularity also creates risk of exclusion by attributes which are more nuanced. The low rates of default
in loans issued by Bangladesh's Grameen Bank shows how community-based lending strengthens incentives to
repay. In POEMs, a fund only open to users badged as members of a specific church, union, professional body or
community could foster similar dynamics. Likewise, a unifund could only be displayed to people who badged
themselves as observant Muslims, lesbian, vegetarian or conservative. How far could this go? Few democracies
would tolerate a unifund predicated on a view Caucasians were more likely to repay. Politicians set these rules.
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in the 2026 Stubhub scandal. It penalizes
regular market users.

assets such as buying grain for storage to
resell later can be left untouched.

15.

Subjective
payout
parameters

A unifund might be set up to reward
anyone finding its owner's lost dog within
3 months. Payout is pledged to the person
who first returns the pet and a QR code on
posters proves funds are being held by
POEMs and that the release trigger has
been set. What happens if multiple people
report the animal, or the owner claims he
wondered home even though sighted and
reported earlier?

A unifund open to such wide
interpretation of its payout criteria
should probably not be eligible for the
regulated tier in POEMs' finance
markets. A more trustworthy version
would link payout to the first person to
upload a photograph of themselves and
the dog with their phone number which
POEMs will only release when payment
has moved to escrow ready for release to
the finder unless stopped through
mediation.

Catching questionable behavior in any of POEMs' finance markets could lean into setting tripwires based
on patterns of transactions, concentration of assets, capital ratios, illogical buying or selling at scale, and
so on. Crossing a tripwire might alert the user(s) involved, allowing them to choose perhaps one of three
responses:

e Step back: They could voluntarily adjust settings that aren't fixed, or otherwise derisk the
unifund's activity.

e Deposit a statement: If convinced they are within the rules, the unifund's owner(s) may choose
to make a sworn explanatory statement that POEMs stores and can release to investigators later
if the fund does then become troubled.

e Permit override: A unifund's owner could allow POEMs to realign the unifund's changeable
settings (See Section 4a-ii) to bring it into line with a given tier of regulation.

Absent any response from the unifund owner, POEMs might begin unilaterally unwinding its liabilities to
bring it into regulatory scope, possibly even shuttering it.

POEMs' operators can keep evolving these tripwires to manage system risks, increasing capital ratios as
repayment rates fall for instance. Must they do so openly? Transparency is at the heart of POEMs, so
that should always be a default assumption. But publication of tightly targeted triggers would help
criminals outwit controls. To limit operators' scope to finetune tripwires that might unreasonably
destabilize one particular user, or cluster of users, the concession might mandate tripwire formulae
automatically appear in a dedicated page offered to users 14 days after the rule went into action.

v) Minor regulatory issues

There are further factors for which resolution requires only setting a balance between attracting capital,
overall market trustworthiness and liability, or deciding on boundaries of the markets. These issues
barely impact overall regulation or operators' costs.
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A brief overview of key secondary issues in regulation of POEMs' financial markets:

Unifund

management

Cashless Can a unifund be set up by a user Yes. An empty unifund could attract

creation who has no capital to deposit, only a | institutional or foreign capital from sources
hope their prescience in seeing the unable or unlikely to spot a niche
opportunity will be rewarded by investment opportunity in the domestic
other investors who find the fund in economy.
POEMs' directory?

Compulsory Given the above, and the ease of Yes, 13 weeks recommended as a starting

archiving algorithmic creation of unifunds, is point. This clears clutter from POEMs'

there a period of inactivity that
triggers automated closure of a fund.

directory of its active funds and regulatory
sweeps. It also avoids the risk of dormant
unifunds suddenly being algorythmically
found and reactivated when its owner has
deregistered, died or become insolvent.

Fund naming

Can a unifund be named by the user
or must constructing a title be
automated? "Our village's pre-
Christmas loan fund" should attract
capital and enquiries from potential
recipients with community pressure
to repay keeping charges low. The
risk to avoid is a misleadingly labelled
unifund marketed to the outside

world with the imprimatur of POEMs.

POEMs can of course condense a fund's
rules to facilitate comparison in lists.
Automatic naming is an extension of this.
Subjective descriptions are probably best
confined to a freetext box for the owner,
displayed with legal disclaimers from
POEMs' operators.

What A unifund could be structured so Anything pushing working people into
requirements | gains come to the owner and risks to | unreasonable obligations should be

are barred recipients. Examples of one-sided resisted, certainly in regulated unifunds.
from a fund's | requirements to access funding to Investors take the risks but share in the
conditions? upskill as example might include (a) a | wealth created by a worker's improved

demand recipients will move
anywhere in the country to maximize
their income from the new skill (b)
enforcing a tithe on the recipient's
total earnings after training, not just
a percentage of the earnings uplift
from previous averages.

alignment with their local labor market's
needs®,

Unifunds predicated on "get pay now, work
later" need careful regulatory
consideration. What problem with normal
loans are they solving?

38 One compromise that could be permitted: "Priority availability", a worker agrees to be available for
work in the new skill for agreed hours perhaps up to 6 weeks ahead, then open to the full range of their
skills only from 3 weeks ahead. This covers duration of the payback period only of course.
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Tax collection

Is taxation of a unifund's earnings at
source mandatory? Any fund owner
is liable for tax due of course and can
generate a statement complaint with
official reporting. But they may
choose to pay later.

POEM s should be integrated into tax
collection processes as part of its
concession-awarded rights. So mandatory
deduction at source for straightforward
taxpayers should not be a problem. But
sophisticated investors may wish to absorb
earnings into a tax strategy to be plotted
for end of year.

Market

management

Damping of Is a "Tobin Tax" required on short A levy on short-term holding of one

activity term capital movements? Tamping unifund by another would be a more
volatility may be desirable, but it effective brake on market swings. A fund-
should be unnecessary in POEMs of-funds might be subject to a government-
where capital is intended to go in and | imposed surcharge if it buys then sells a
out of unifunds in search of the best | stake in any other unifund within 7 days.
deployment ratios and returns.

Fostering Does the system actively encourage These huge funds might pose a system risk

fragmentation

small funds to replace one big one? A
fund offering "loan increments of 525
up to S500 per recipient, to provenly
reliable borrowers at 0.5% above
base rate" could become a monster,
attracting many depositors and
recipients.

because collapse wouldn't be tiered, the
whole thing could go down at once in a
rash of defaulting. Operators might create
ever finer filters to incentivize users
wanting to limit any unifund's activity to a
sub-region, type of worker, age group, and
so on. That allows risk to become more
attuned and tiered.

Rolling funds

Can a unifund roll on for years or
decades? This would allow POEMs to
be viable in markets for life
insurance, pensions and other long-
term provision. But it creates
substantial pockets of risk that may
be more effectively managed within
large, even transnational,
institutions.

An initial cap on the lifetime and size of any
one fund would foster diversity and
management of risk (see above row).
Limiting any frontline unifund to a 5-year
lifespan and perhaps $10m in active
deposits.

Are chains of
co-ordinated
unifunds
allowed?

There are many reasons to link
unifunds so one can deposit or draw
on the capital of another. For
example, the owner of a fishing boat
may establish a fund for investors in
his vessel, earnings are paid and
disbursed to the shareholders from
here. There might then be another
unifund that buys maintenance and
fuel that is authorized to draw from
the first unifund. A third could buy
the time of approved deckhands.

This creates networks of risk, the 2008
financial crisis in microcosm potentially. But
our recommendation is Yes.

Part of the risk is resolved by POEMs'
escrow mechanisms, the skipper can't book
labor, repairs or fuel and just commit to
pay later. He has to transfer the funds at
point of purchase, possibly drawing on
loans or his futures fund. This keeps the risk
with individual depositors, not rippling




46

Insurance for the boat could come
from an unrelated fund for nautical
coverage and the skipper may sell
futures in another, letting investors
buy his catch for coming months
while hedging against empty nets.

through to working people or small
businesses.

10. Classes of Can a unifund owner set limited Impact of decision-making rights will be
ownership in rights for subsequent investors, for limited by unifunds' relative inflexibility
unifunds example no rights over decision (Section 31-ii). But creators could be free to

making. retain 100% of voting power after dilution.
System scope
11, Payment Does POEMs basic banking extend to | This would drive financial inclusion but also
cards a debit card for users without a costs. It may be best handled by
phone? partnership(s) with external institutions
that allows spending of POEMs' deposits on
its cards.

12, Forex Does POEMs accept transfers or At first, No. There would be too much

transactions deposits involving a national currency | unmonitorable risk attached which could
other than that of its host bring down the system. This could be
jurisdiction? reviewed later. Again, partnerships with

13, Alternative Does POEMs handle crypto or allow external fintech providers can dovetail
currencies unifunds to accept deposits in loyalty | wider facilities with POEMs' accounts while

points or other stores of value aside ringfencing activity that operators can't
from the nation's official currency3®? | effectively oversee.

14, Apps/APlI's POEMs is mandated to allow external | In financial markets, ringfencing is vital.
apps and systems to interface into its | Funds can move in and out of POEMs to
processes and data with the other depositories at a user's behest but
permission of any user. This is a key cannot be in limbo between the two or
aspect of its checks & balances. permit confusion about their location.

15, Advisors Can financial advisors operate within | Yes, it's another sector and a potentially

POEMs on behalf of their clients?

valuable service. But users assume liability
for the range of actions they permit their
advisor to fulfil.

39 There is negligible argument for POEMs accepting stablecoins. Its own mechanisms transfer the main currency as
speedily and efficiently. But a concession might mandate it if the jurisdiction had its own stablecoin as Wyoming,
USA does. A case for a POEMs-specific alternative currency is explored in Section 5d-ii.
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5) Public Policy Opportunities Around POEMs' Financial Markets

Commitment to channel public spending through POEMs is a core inducement to attract
bidders for an enabling concession. For public borrowing, that elevates POEMs to a key role in
bond market operations. Policymakers also gain a range of discretionary options for pursuing
economic aims, each of which may benefit wider activity in POEMs' financial markets. The
presence of such a distinctive tool for financial transactions creates a new paradigm for
general economic regulation.

When determining their system charge for any jurisdiction, bidders will price in their assumptions about
government using this leverage over POEMSs responsibly and consistently. This section is predicated on

POEMs for the region constituted as a bank with its own added regulatory obligations. We also assume a
broadly trustworthy legislature aspiring to economic growth and participation and willing to experiment.

a) Government's baseline involvement

A government's commitment to POEMs financial markets has three foundational aspects.

e Lender of first resort: POEMs' users are to be the immediate option when government borrows.
To entice putative operators, the concession should oblige any public agency to:

Procure any requirement from the economy through competitive purchasing in POEMs
unless better value can be demonstrated through another channel. Bundling of
requirements to favor large providers is not permitted unless those providers are then
subject to this requirement?.

In financial markets, this translates to a preferred position for POEMs in open market
operations. A central bank may be raising $100m for 5 years. If POEMs' operators can show
sufficient liquidity for at least part of that, the funds have to come from POEMs' users willing to
accept the rate. This will involve smaller stakes than traditional bond markets. But operators
have to show their system can keep more diversified debt trackable, secure and competitive.

One way to introduce a bond issue though POEMs is a unifund holding the debt in its collateral
store. The Capital Intake Gate (Section 3a) might be set to accept deposits in increments of S50
through a reverse auction. It opens at an Earnings-per-Dollar-per-Hour of $0.00000228 EpDpH

(2%), the rate at which it will accept deposits then rises perhaps every minute until or all the

40 Operators gain the right to sue for breaches of this rule. It is intended to drive procurement to community level
wherever possible. For example, a defense ministry would not purchase a submarine through POEMs, the order
can't be broken into components local people or firms could provide. But a city hall claiming POEMs could not fulfil
its $20m annual office cleaning needs should fail the test if POEMs could produce a pool of established, eligible,
janitors, shift leaders and supervisors who could be marshalled within manager's parameters and list of favored
workers by POEMs - or a chosen outsourcing company buying in its markets - for any given day's schedule.
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allocated debit is sold or a price of $0.0000114

(10% annualized) is reached. Any qualifying unifund | PANEL: Micro-bond programs
can transfer capital at any price level it wishes.

Governments directly borrow from their
citizens through a range of retail bond
structures. High overheads have been a
limiting factor in non-POEMSs versions.

As in the wider financial system, public borrowing
should provide a baseline of solidity and rate
setting around which other activity can align. There
are political upsides to a nation borrowing from its

citizens rather than international speculators. But e Japan: Post Bank, progressively
risks include over-exposure to the domestic moving out of public ownership, has
economy and small bondholders' inability to a long history of retail saving

evaluate risk or impose discipline. products linked to government debt.

So, the "better value elsewhere" clause could lead e The USA: Treasury Direct's products
to keeping perhaps 25% of each government debt include public debt packaged as gift
issue at play in international markets even if cards.

POEMs users could provide the capital. This should
provide both reassurance for lenders on POEMs
and yield data to inform POEMs' secondary
markets for micro-slices of the $100m bond*.. entice buyers of government debt.

e Britain: National Savings &
Investment use monthly lotteries to

Kenya, India, Italy and France offer their
population comparable opportunities.

e Stimulus: Capital injections can be micro-targeted

or made transaction-specific using POEMs. POEM s should scale up public borrowing
Protections for non-users Compel gOVernment to from the pubhc because of its lowest
also replicate the terms of any unifund in external overheads, seamlessness and simplicity_

channels, for example for someone filling in a claim
form on a government website. But POEMs is

mandated as the default channel for cash
dispersed to households or business accounts.

e Supply chain procurement: Public agencies in many territories controversially compel holders of

a public contract to favor local people or enterprises in their hiring and purchasing. The enabling
concession might extend this to a condition placed on, for example, a construction company
building a public sports center that their capital needs for the project should go through POEMs.

41 The "better value elsewhere" clause would be used by a central bank to argue value of a bond issue includes
diverse pricing data and ability to interact with other currencies which POEMs can't match. System operators
might of course argue holding back only 5% of the issue for non-domestic capital would achieve the same. It would
then be for courts in the jurisdiction to decide.


https://www.peoplescapitalism.org/neut
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/12/local-content-requirements_0aaec8f0/5b1c38d5-en.pdf
https://www.localcontent.com/article/what-are-local-content-requirements
https://en.wikipedia.org/wiki/Japan_Post_Bank
https://www.treasurydirect.gov/
https://www.nsandi.com/
https://www.nsandi.com/
https://www.cfr.org/articles/m-akiba-kenyas-revolutionary-mobile-phone-bond-offering
https://rbiretaildirect.org.in/#/
https://buonielibretti.poste.it/buoni-fruttiferi-postali
https://en.wikipedia.org/wiki/Livret_A

49

b) POEMs and monetary policy

How could POEMs assist a central bank's mission to stabilize their economy? Assuming a key aim is to
insulate the region from any global financial crisis while retaining a role in international markets, the
policy will be nuanced. Limiting POEMs' unique advantages will be critical to its legitimacy.

Key aspects:

Impact of full-reserve banking: Operators must not
be free to make "easy money" by charging for
access to the official facilities to which they
interface. That precludes fractional reserve lending.
With so much financial activity flowing through a
bank that can't leverage its deposits, what are the
impacts for government's control of the money
supply? Some will argue that it strengthens faith in
the currency, encouraging market users - not
deposit-taking institutions - to take risks which
benefits diversity and innovation. Others will fear
lost dynamism and statist control.

Government can increase or contract the money
supply through bond issuance on POEMs as
elsewhere. But if politicians wanted players other
than the central bank to create new money, and
assuming POEMs was both dominant and limited to
revenue from a markup on its users' direct
earnings, there would be three ways it could be
permitted to do this:

PANEL: The Right-to-Exit

A fundamental protection for any POEMs
user is their entitlement to port all their
data and record of activity out of the
system to any other platform at will. It is
part of the system's checks and balances.

This is intended to keep operators in fear
of a situation akin to a run on a bank. The
provision should keep rivals poised for
replication.

If public faith in POEMs is uncertain,
potential competitors could start
positioning and marketing themselves as
channels-in-waiting poised ready for
waverers needing a new channel for their
economic activity.

e Unifund-level fractional reserve: Allow unifunds with money for lending to move to
fractional reserve, increasing capital-owner's income cutting borrowing charges.

e User choice: Allow individual user's deposit accounts to run at fractional reserve,
possibly accepting lower regulatory protection. So, a user could allow their deposit
account to be multiplied electronically for their gain, within the central bank's rules.

e System-wide fractional reserve benefiting users: POEMSs could be set to

automatically increase the money supply in its markets in line with users' deposits.
To avoid operators reaping the rewards, earnings from the extra capital go back
proportionately to users or a POEMs surplus fund.

e Preserving diversity of banking infrastructure: Government finance could become a big bet on
POEMs, inevitably diminishing other banks' prospects in the jurisdiction. This could be offset by
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greater regulatory freedoms. Government's "unless
better value elsewhere" commitment to POEMs is
intended to protect both public funds and competitive
external providers of any resource, including finance.
But POEMs will almost certainly become a single critical
point-of-failure for the domestic economy.

That risk is not unique. The 2008 crisis showed
interconnectedness makes contagion a danger even
among supposedly independent financial institutions.
And POEMs is explicitly driven by a belief the public,
having paid for digital technologies should be free to
exploit them as they wish. If they favor the POEMs'
version over how external banks apply the technologies,
government must adapt to that reality.

But the central bank will want POEMs' users to have
other avenues to finance constantly available. Ways to
protect non-POEMs banks include extending POEMs'
banded regulation (see Section 4a-v) to other firms
willing to align with a given tier. As a differentiator,
those players would have freedom to vertically
integrate, enhance their offering and change charges.
These are denied to POEMs' operators.

FOREX Trading: Allowing currency exchange between
users in POEMs would facilitate international trade for
the region's companies and entice tourists. POEMs'
operators could not play in the market and transactions
might be limited to those in which the region's official
currency was being bought or sold. So, the Yen has to be
one half of each currency pair traded in POEMs for
Japan.

Each POEMs' exchange trading a currency pair could be
integrated into international networks to ensure
liquidity or, focused on small transactions, function as a
standalone perpetually-clearing market. Set to maintain
a nominal reserve of perhaps, $100,000, it automatically
calculates buy/sell rates in each moment to return the
core holding to that level. As elsewhere, operators will
structure the market to favor small parcels of cash*2.

PANEL: Quantitative Easing

POEMs should be a desirable channel for
pushing new money into circulation.
Government might simply create
unifunds that buy debt across the
system's financial markets, freeing new
capital for lending. It would be
transparent, minimal overhead, and
capable of micro-targeting.

But Milton Friedman's concept of
Helicopter Money may be a better way to
build economic activity and confidence
through POEMs. Having created new
digital currency, a central bank's unifunds
could simply grant it proportionately to
POEMs users, with non-users able to
claim a share perhaps through proving
their identity at a post office.

This would be a crude approach. It may
be more impactful to subsidize
transactions in sectors correlating to
employment growth or with strongest
multiplier effects into adjacent sectors.

Payouts could be slanted towards people
earning <520 an hour average over the
previous three months or with lowest
utilization (ratio of hours of work sought
to hours booked). As ever with POEMs,
different approaches could be
accountably trialled with successes
expanded rapidly.

Alternatively, a proportion of QE money
linked to percentage of the population
using POEMs could be assigned to raise
capital ratios in newly fragile but
economically essential unifunds.

42 Validation of the foreign currency in any transaction may best be achieved through links to competing regulated
external banks, any charges for this being passed through to the buyer on top of POEMs' transaction markup.
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This likely makes POEMs uncompetitive for the central bank's foreign currency transactions which
will be better served by institutional trades with lower transactions overheads. But it would help
small players, and analysis of exchange rates.

¢ International transfers: Government may wish POEMs to facilitate transfers to other nations, to
encourage migrant workers perhaps. This interface into the global economy and risks of linkage to
IVTS and other nonbank institutions point towards a ruling that POEMs simply makes it easy for a
user to shop among competing external transfer agents rather than itself assuming that function.

e Foreign holding of POEMs' instruments: To what extend are non-residents of the appropriate
jurisdiction permitted to take stakes in POEMs' unifunds? Assuming government already has
adequate guardrails around sources of inward investment, it may be deemed welcome with
expanded access to capital compensating for increased competition for domestic investors. If a
central bank was given a gate on these flows they could be used as another way of effectively
managing national exposure to international economies.

e POEMs-administered alternative currencies: POEMs could allow any user to establish a currency,
set its rules, then entice other users to favor it as a medium of exchange. But, given POEMs' overall
mandate to grow, solidify and simplify microeconomic transactions, there seems little logic or
appeal to such a libertarian stance, however easily the infrastructure could enable this scenario.

More usefully, POEMs could be mandated, or permitted at operators' discretion, to launch its own
currency with the imprimatur of a government-backed system?3. Anyone could choose to accept
these electronic tokens as an alternative to the jurisdiction’s main currency. An integral exchange
allowing conversion from the main currency to POEMs' tokens would allow operators to sell their
earnings from markup on alternative currency transactions and anyone to profit from
misevaluation of either.

The secondary currency could be explicitly structured to underpin activity for those with little
conventional cash or to keep the economy oiled in case of sudden devaluation of government
currency. Issuance of tokens could be controlled such that:

o Each user gains a fixed holding in tranches over time.

o The tokens can only be used for transactions local to the user and in POEMs' sectors for
domestic services or essentials (transport, babysitting, cleaning, food), not to acquire
possessions.

o Tokens expire if dormant within one account after, perhaps, three months.

43 This form of limited money has been dubbed POETs: Parallel Official Economy Tokens.
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c) Impact on broader financial regulation

To protect operators' investment, once terms of a concession are published, government is barred
from regulatory changes or taxation that only apply to POEMs. The national markets system is not to
be a cash cow, tool for financial repression or unfairly selected as an easy fix to policy problems. But
regulation and tax across the economy generally will of course include, and be impacted by, POEMs. If
it is widely used, tax and regulation can become more fine-tuned.

POEMs could enjoy the kind of 80% takeup rate among citizens and small businesses that Brazil swiftly
experienced for its government-initiated PIX payments system. Regulation in a newly POEMs-centric
economy could require a kind of sovereign version of the Financial Stability Board, with a mandate to
minimize dangers from such a key point of risk. Key issues it might keep under review across the
national economy:

e Freedoms for banks: POEMs is designed to be unattractive as a provider of banking for the
wealthy or large firms. Even if overwhelmingly popular with the less well-off and small
enterprises, regulators will want a credible banking-system-in-waiting that will (a) keep
operators on their toes, knowing any loss of public trust could immediately trigger an exodus to
other banks (b) provide an alternative if POEMs experienced catastrophic technical failure.

A way to achieve this - particularly if a "no bailouts, ever" policy were instigated to level the
playing field for POEMs (see Section 4a-iii) - could be freeing all other banks from some existing
regulations. Permissions might include lower reporting requirements, decreased liquidity floors
or faster approval of innovative products for any service which is limited to sophisticated
customers. Politicians might decide that, less likely to take down the economy, such people can
make their own choices with market forces pushing banks to self-regulate.

e Facilitating comparison: Laxer controls (above) could result in loss-leader undercutting of
POEMs or joining incentives. Business models in which the provider benefits unduly from selling
on delinquent debt could proliferate. Regulators may see financial literacy as a counter, perhaps
mandating lifetime cost metrics on any offering akin to food labelling rules in some jurisdictions.

Similarly, a Kitemark could be granted to any product ringfenced within a self-imposed banking
regime aligned with a specified POEMs' band of regulation (Section 4a-v). Those products could
include enticements, upselling, higher charges and other plays barred for POEMs' operators.

New indices, informed by the granularity POEMs brings, could also assist. Making POEMs'
operators legally responsible for issuing defensible minute-by-minute metrics on Earnings-per-
Dollar-per-Hour and publishing the calculation formulae would create a benchmarking tool any
institution might adopt and advertise for its products.

e Taxing parked capital: Any territory with a mature, stable, POEMs system could be seen as a
safe haven for money sitting in more turbulent territories. Unless disincentivized, there is a
danger opening POEMs to foreign capital results in stagnant deposit accounts, valued just for

their regulated independence rather than access to the domestic economy. Tax specifically on
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any foreign holdings would deter inward
investment, a levy on funds that aren't deployed in
"frontline" activity (directly impacting enabling
activity by citizens or indigenous businesses) could
alleviate the costs and compliance headaches of
holding foreigners' reserves at scale.

d) Government's use of POEMs' financial instruments

Modernizing government is a key aim of POEMs generally.
Finance markets in the system would offer their own
possibilities. Beyond their mandated obligations to the
markets (Section 5a), public agencies could choose to set
up unifunds that dampen volatility, attract investors from
abroad, reveal new economic data, encourage citizens to
take-up official initiatives, boost resilience or pursue other
objectives.

Sample options include:

i) Early interventions

o "Debt Nets": A public agency may wish to act as
lender-of-last resort to citizens in distress. When a
POEMs' user can't repay a debt to one of its
unifunds, the system can reborrow the money from
a fund willing to lend to that now less reliable
person at higher charges (Section 2a-ii). This
process can lead to outstanding loans cascading
through unifunds with a person's track record of
reliability eroding at each step.

A "Debt Net" unifund could sit at the bottom of this
process. When an individual has become so
unreliable the only unifunds willing to repay his
obligation are those set up for predatory loan
sharking, these unifunds get in the way. As
example, a fund with the rule "Lend up to $500
once only to people whose every other option costs
>20% above base interest rates" would be selected
for transfer of the debt by POEMs above larcenous
rates from the private sector. Receiving a loan, and
any follow-on instalments, could be conditional on
attending debt counselling, claiming welfare (with

PANEL: "No Special Treatment”

Amid the checks & balances needed to
keep POEMs part of a democratic market
economy is a rule that after the
concession is awarded, government can't
introduce economic regulation or
programs applying to POEMs only.

This is to protect operators from
politicians exploiting POEMSs' precision
and reach to, as example, extract taxes
not applied to other channels of
commerce domestically. It equally stops
government designing economic
interventions around POEMs' unique
capabilities. That would disadvantage
legitimate competitors to the system.

This limits the scope of government's
exploitation of POEMs' financial markets.
Any initiative that couldn't be replicated
in other channels could be challenged in
court by owners of those channels.

As example of the boundaries this
democratic accountability creates,
consider micro carbon markets. Cap-and-
Trade frameworks could be brought
down to household or individual level by
POEMs. Someone choosing green travel
options in POEMs might then accrue
credits saleable in a POEMs exchange to
anyone choosing belching taxi journeys.

But the ease with which POEMs can
deliver this thanks to its integration,
lowest charges and horizontal markets is
unique. Vertical apps trading carbon
consuming goods or services can't
realistically do it. Filling out of forms to
claim credits would create huge
overheads. It may not be doable.
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any conditionality on availability for work attached**) or other measures to help someone back
on their feet.

Government's return on these safety nets includes the value of catching impending
homelessness, food poverty and other crises before they engulf a household. Lowered costs of
patrolling outlier lenders, whose business model could largely collapse, would also boost Rol on
Debt Nets.

e Predator traps: In a reverse version of the above, consumer protection agencies might find
individuals whose circumstances make them uninsurable or uninvestable except for capital
providers intent on trapping them in threatening obligations. In return for support, these POEMs
users might consent to seeking finance for a range of activities in the system. Staff scrutinizing
the subprime unifunds the system then identifies as their best value could turn up borderline
financial activity that merits disruption with a better value government-created unifund that
imposes conditions aimed at building self-reliance®.

e Ringfenced labor budgets: Government is a huge buyer of temporary labor. Entry-level tasks
could be reserved for a unifund focused on "first-rungs" pathways into the workforce. Thus, a
city's budget for members of its regional beautification crews could be put in a unifund only
accessible to work-seekers who have listed >20 hours availability for work in the last week with
<5 hours booked. The fund will allow them to select up to 5 four-hour shifts at nearby parks
over a following month. By showing up and doing the work they not only get paid through
POEMs, they have proved baseline reliability that the platform can use to attract further work or
upskilling to them.

e Devolved public spending: At a community level, a unifund might be established for municipal
money granted to a small park. Perhaps $15,000 is allocated annually for gardening, public
safety patrols, stewards at community events or cleaning. Control over spending could be
handed to a legitimate group of local people. They might stand and be elected through POEMs'
facility for running votes within targeted groups of users. In this case perhaps any resident living
within one mile whose POEMs' Opportunity Feed is open to "Civic Openings" will be invited to
vote.

For personal users of public services, a unifund could purchase and monitor homecare after
discharge from hospital, a child's special needs provision, support into employment, pregnancy
navigator visits, dietary advice, home modifications and other services for qualifying individuals.

44 POEMs can of course run auditable public assistance programs with payments each week dependent on
availability for work and completion of assignments or training if that is government's wish.

4> Screens used to create a unifund will of course bar any illegal charges (Appendix, section v). But bad actors will
craft vague or misleading freetext obligations that evade the law's spirit.


https://edition.cnn.com/2019/08/02/economy/government-jobs-report-temporary/index.html

55

Underwriting before subsidizing: Public agencies can of course set up unifunds to pay for

services, lower prices or raise earnings in any sector or for any cohort of POEMs users. Before
step, they may wish to experiment with underwriting to foster desired activities.

As a crude example, a unifund that insures stays in overnight accommodation but only for
buyers badged "Currently homeless" by an accredited charity could tempt property owners with
office space, houses, holiday accommodation or other resources empty between occupants to
permit temporary use as a shelter?. But supply of the diverse requirements might be predicated
on insurance against damage. Risk dynamics in this cohort of accommodation buyers will be
elusive for entrepreneurial investors. But government and its charitable partners typically
understand homeless populations well, allowing assessment of the value of unifunds for this
space when measured against social costs of unhoused citizens. As these unifunds built their
trading records, metrics might tempt private money to take over.

Alternative infrastructure investing: Governments pour billions into building rail lines, airports,
highways and other transport facilities. As an alternative in some cases, POEMs' overall
economy could be stimulated to improve transit facilities. A public agency wanting to foster
better links between City A and Town B might pump money into a unifund that underwrites,
subsidizes or lends to anyone selling seats on fast coaches between those destinations.

As always, POEMs' markets for journeys allow anyone to sell if legally compliant. Adjoining
sectors for rental of commercial vehicles, trading of patches of land useable for pickup and drop
off of passengers, and on-board catering workers would allow any enterprising bus driver to
research her case for renting a 50-seater and her most profitable departure times on the route
given current services on sale in POEMs. If her chosen slot tomorrow only yields 12 passengers,
POEMs might help her downscale to rental of a minibus of equal standard to cut costs®’.

This kind of maximization of existing roads, vehicles and workers can be a first step in transport
policy. Commissioning a rail line might wait until current infrastructure is at fullest capacity.
Likewise, health policymakers might seed, underwrite or subsidize local markets for rental of a
wheelchair then monitor pricing before investing in publicly owned mobility aids at scale.

ii) Fostering growth

Encouraging inward investment: If foreign holdings in POEMs' unifunds are permissible (Section
5b), a central bank would then face options akin to decisions about Eurodollar deposits in the
1940's and '50's. Government may wish to encourage foreign investment across its economic
base perhaps by establishing unifunds, for which it acts as guarantor, that buy slices of other

46 POEMs would be a go-to for permitting, rental of bedding, security wardens and other necessities, and could
include those costs in its data for owners considering monetizing their property with use as a hostel temporarily.
47 Downscaling of assets to align with demand for any service is explained in our companion paper on "Greening a
Microeconomy".
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unifunds either in targeted sectors or fostering broad exposure across the regional economy.
Those slices are then sold internationally.

Thus, a Singapore hedge fund seeing unsatiated demand for nurses in Switzerland's POEMs' data
might wish to make a two-year bet on heightened earnings for Swiss childcare, senior care or
health ancillary workers. If compliant with Swiss law, and within any mandate such as "only 20%
maximum of deposits in POEMs can be foreign at any time", the Singaporean traders' platform
might be given a unifund to buy slices of relevant domestically controlled frontline unifunds.

Enabling legislation commits public agencies to promoting POEMs as a channel for direct
economic activity with its businesses and citizens. Beyond that, if politicians wish to leverage
POEMs to bring in foreigners' capital there are 5 broad levels of possible commitment:

Level Commitment by government

1. | Advisor Agency staff guide foreign investors around POEMs, explaining its
processes, protections and metrics.

2. | Pathfinder Government seeds unifunds in promising areas that might be
commercially unclear. As performance emerges, foreign money is
sought.

3. | Bundler A publicly accountable agency, akin to "Freddie Mac" in the US,

aggregates stakes in unifunds that support governmental
objectives. It implicitly underwrites them.

4. | Guarantor: Government may audit foreign sources of capital and explicitly
Discretionary underwrite those meeting standards and addressing priorities.
5. | Guarantor: Legislation commits government to underwriting any qualifying
Mandatory foreign deposits in POEMs' finance markets. There is no risk to
users.

I.P. protection for unifunds: Easy replicability of any unifund could unintentionally force
productively innovative funding into high-risk parts of POEMs' finance. Assume as example any
unifund qualifying for the lowest tiers of risk (Section 4a-v) must openly display its rules,
holdings and performance metrics. A hotelier has identified untapped demand for holidays
focused on teaching kite flying. She wants to invest in batches of kites for other hotels with
windy positions and below average occupancy at weekends.

She could do that instantly of course. But if her idea starts generating significant returns, any
other POEMs user could copy the fund, perhaps undercutting her rates because the model is
now proven. Forcing her to join shady financiers in high risk, unprotected, tiers of POEMs'
financial markets would lead to exclusion by potential customers' filters.

In an extension of the process for filing a patent or trademark, a jurisdiction’s intellectual
property agency could protect "/Innovative Financial Instruments". By paying for evaluation then
proving uniqueness, commercial viability and intent to exploit our insightful hotelier could see
her unifund locked as non-copyable even though open and enjoy perhaps three years in which
she could bring an action against anyone mirroring it off-POEMs. She could invite investment in,
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licence or sell her model to maximize income. Noting its success, others could trial all sorts of
kite or hotel-stay based investing unifunds as long as they didn't encroach on her specific |.P.

Templated unifunds: Modelled on programs like the US 401(k) or UK ISA, tax authorities might
define boundaries for saving funds that are offered preferential rates in return for encouraging
economically desirable behavior. For instance, any citizen may be allowed up to three tax-
sheltering unifunds that invest, lend or underwrite within designated parameters with capital
locked for stipulated periods.

Any user could start the creation of a unifund (see Appendix) by opting for a pre-set level of tax
protection. They could then further define their choices but only within the set of rules selected.

Mandated bonds: Legislation might compel a manufacturer to put funds for recycling each
product they make into a unifund locked to that individual item. As its lifecycle ends, the current
owner might put it into POEMs' markets for reclamation with costs of breakdown already in
place and any profit from resale of parts accruing to that owner?s.

Similarly, a housing developer committing to repaint an apartment block but pleading lack of
available contractors for the work might be obligated to put the costs into a unifund set to pay
interest on secure lending in the meantime to homeowners, even start dispersing its capital in
compensation to them if not used to buy painters within 12 months. The fund would act as a
guarantee for anyone seeking to sell their shoddily painted home.

These bonds grease sale and exploitation of resources. Any obligations designed around
unifunds must respect the rule that no-one ever be compelled to use POEMs in respect of their
entitlements and obligations as a citizen. Legislation can't specify POEMs, it must use generic
terminology such that anyone choosing to compete with the markets system, likely at higher
costs and for little benefit if POEMs is well run, can do so.

iii) Minimizing shocks

Keynesian spending: "Auto-stablizer" unifunds might move capital in and out of the range of
unifunds for public spending in response to economic growth and contraction. As ever, this
could be precise, a fund paying for road improvements gaining new funds if the overall
construction sector, which uses the same workers in many cases, contracts locally. Once
committed, non-time-sensitive public projects might flow through these funds with stages of
work geared to inducing economic stability.

Management of buffer stocks could be similarly assigned to a unifund for each resource.
Governments monitor national stocks of food staples such as wheat. Unifunds might be set up
to strategically intervene in these markets to (a) foster small suppliers who increase diversity
and stability (b) keep resources circulating. As example, a unifund might buy grain from small
farmers, pay for its transport and storage then sell it strategically to maintain stores within

48 Single Item Records, see our Horizontal Markets paper, makes this uniquely easy in POEMs.
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target levels. These funds could particularly target less commercially attractive grain movements
and smaller places of storage that may not be accessible outside POEMs*.

e Divertible funds for resilience: Similarly to the above, some public unifunds might be predicated

on sudden withdrawals of cash in a crisis being part of the agreement for accepting funds. As
one example, an education ministry may wish to foster youth sports by subsidizing earnings of
coaches, rental of equipment, insurance of facilities while booked by schools teams and so on.

But in the event of emergency - invasion, extreme weather, social unrest, earthquake, financial
collapse, pandemic - promoting outdoor activities likely becomes irrelevant. Anyone receiving
dollars from such a fund might have a contractual understanding of government's pre-emption
rights. Funding stops if an emergency is declared because the funds will be quickly diverted to
unifunds that pay for civil defense, firefighting, or other responses.

e Buying concealed data: Assuming less regulated unifunds are permitted to operate under cover,
not revealing their specific actions or metrics to anyone other than shareholders, parts of

government may wish to buy small stakes just to get at the information. So, a fund-of-funds
unifund prowling for investment opportunities relating to human capital with capital
deployment above 80% and returns above 0.01 per-Dollar-per-Hour might alight on a specialist
niche training opticians to be lens engineers, a potentially revealing insight into coming need for
new manufacturing facilities.

49 Compliance with the unifund's rules could be questionable among owners of smaller grain silos. POEMs' market
for randomized inspections (see our Horizontal Markets paper) could account for 3-5% of the fund's spend.
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APPENDIX: Creating a Unifund Step-by-Step

Below is one output of work scoping how "unifunds" would be created and operate. As a
sample, we use an underwriting fund because it is the most complex category. This example
imagines a POEMs' user who has identified a gap in the market for insurance of bicycle
rentals where the bike has been intentionally degraded aesthetically to deter thieves. (See
Section 3f.) Setting up a unifund that will assign cash to this process has 6 high level inputs
once the basic process begins: a mission, eligibility for recipients, charges, payout triggers,
controls on investment and corporate settings.

This workflow uses generic terms and lists multiple options at many points. A dynamic set of screens
taking in the user's requirements would tailor wording and options at each step to information entered
earlier in the process, judging some steps redundant. A good target for interface designers is that once a
user has set up one unifund, she should be able to create a second in 5 minutes, even if it is unrelated.
Anyone interested only in funds to invest in upskilling workers, should consult the specific steps in an
appendix in our paper "Human Capital as an Asset Class".

Having clicked "Create a unifund", our user's journey starts with questions allowing POEMs to categorize
her fund in its registry:

Data field Question Our user’s Notes
input
1. Category of | Select a template? | No Government, advisory bodies or entrepreneurs
fund may offer templates for a new unifund that allow

only a pre-set range of options for any input (see
Section 5d-ii). Our user wants the widest choices.

2. Which of the 20 Insurance A fund can be set up for any of the high-level
categories does functions in Section 2c above.
the fund fit?

3. What is the subset | Physical assets Bikes are items. A fund underwriting activities by
of insurance? people would likely operate in a different legal

paradigm with higher potential payouts and more
nuanced risks covered. Likewise, a fund for
project insurance (e.g. a bond on completion of a
new building) could require incrementally staged
benchmarks to be input.

4. During what status | During POEMs Insurance can cover assets that are retained
are the items to be | transactions during the lifetime of coverage, (insuring a bike at
insured? its owner's home for example). Our example

investor wants to focus her fund on things for
which responsibility will move between POEMs'

users.
5. What kind of Rentals Coverage could be for sales; goods in transit from
transactions? a seller to a buyer, someone purchasing a pre-

owned lawnmower through POEMs for example.
This fund is being limited to transactions where
ownership does not change.
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6. Whoin a Owner This unifund will not insure a renter, in case of
transaction malfunctioning brakes on a bicycle as example.
qualifies as a That can be covered by other unifunds in the
beneficiary same transaction if desired by those involved.

7. Geographic | Is coverage to be Within 10-mile | The fund could operate across an entire

range limited to bookings | radius of my jurisdiction served by POEMs. Our investor
starting in one part | home establishing this fund wishes to confine it, initially
of the jurisdiction? at least, to rentals that originate around her
home.
8. Lifespan of | When is the fund Immediately She could want her fund to start providing

fund to open to coverage only at on the first day of summer or,
potential dynamically, once assets under management for
recipients? the fund reach a minimum $10,000 perhaps.
9. When does the Open ended? Is this to be a fund with no closure date?
10. fund close its doors | End date Again, our investor may see the opportunity as
to new business, if seasonal, being unwilling to provide coverage in
ever? winter conditions after September 30 perhaps.

Now POEMs understands the user is setting up a fund for insurance of items, it can tailor the rest of its

guestions to her over following screens.

i) Fund scope

Data field Question

Our user’s input

Notes

11. | Scope of items to
be covered by the
fund

What subcategory,
or subcategories, of
items are to be
protected?

Bicycle - pedal only

The investor may want to cover
rentals of gaming consoles, toys,
vehicles, agricultural tractors, or
countless other resources. This fund
excludes more valuable e-bikes.

12. Is there a value
range for bikes,
outside of which
coverage will not be
provided?

13.

Minimum: $100

When a bike owner tells POEMs it is
available for rent, it asks if insurance
can (or must) be built into each
transaction and if so, what is the
item's value?

Our investor may not want her fund
involved in the rent-a-wreck end of
POEMs' bike markets, fearing
complexity. Perhaps, she sets a
threshold of $100; any bike worth less
is out of scope for this particular fund.

Maximum: $S800

Likewise, she does not want
involvement with high-end racing
bikes or specialist cargo delivery two-
wheelers. She decides her fund won't
cover any machine valued by its
owner at over $800




61

capital from the
fund is assigned to a
recipient?

service: 7 days

14. | Collateral Must the fund's Photograph An image of each covered bike before
required action gate confirm and after each rental will be
any kind of hold on demanded by her fund.

15. a bike before Unique lien onitem | In vehicle loans, for example, the fund
extending could demand a hold over digital
coverage? paperwork that permits sale of the

underlying asset in event of default.
This investor has extended that
principle to the bike sector. To
prevent double insurance of the same
item, the fund will need a lock on the
Single Item Record (Section 3a) for
the duration of each covered rental>
This also stops change of ownership
in that time.

16. | Deductibles In event of a claim, No deductibles Our investor may have noticed
are renters on the POEMs' data showing many renters
hook for a won't bother to read small print
proportion of costs? attached to a bike rental transaction,

just opting for "Always prioritize
coverage with no conditions
attached". So, she specifies, no
deductibles while making a mental
note to increase her charge
accordingly.

17. | Period-of-service | What are the Minimum period of | How long is this fund allowed to have

controls pecifications for service: 6 hours capital at risk to one rental? This
time periods for any investor decides she won't cover

18. period in which Maximum period of | rentals of less than 6 hours or more

than one week. She feels this keeps
fund liabilities manageable.

With scope of the fund's activities defined, POEMs needs to know any additional boundaries for the
bikes, and people involved in each rental, that define when it can offer its capital.

ii) Eligibility to receive capital

Data field Question Our user’s input Notes

19. | Contract Must recipients No. A fund's continuing commitment to
adjustment agree to accept recipients of its funds could be
agreement possible change of predicated on parametric conditions
required? conditions? (see pre-emptive funds above), the

fund's performance or other factors
and this would have to be flagged to
anyone who might accept capital. She
wants a simple fund and says No.
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20. | Item attributes Specified brands or No - she wishes to There may be manufacturers who the

models only? start broad in her investor believes are most sought
niche and maybe after by thieves and whose bikes can
refine this section be discerned even with branding
once she has claims | obliterated. She could choose to
data exclude them.

21. Are there additional | Item record? Yes She decides to be covered a bike must
criteria to be a bike have an activated page in
applied to an item POEMSs' "Single Item Records" (See
before it is eligible Section 3a).

22. for coverage from Features: This is This is the kind of nuance POEMs
this fund? where she enters could foster in funds. It is inviting a

text defining a definition of an aesthetically

suitably degraded degraded bike. This allows owners to

bike for this fund check their machine is compliant with
the investor's definition. It may
specify no branding or decals visible,
at least two colors of paint unevenly
applied and no other customization.

23. Accessories Locks, a helmet, a rack, an enhanced

included? No saddle could all be part of a rental
and coverage. Or they could be
excluded. It is up to the investor.

24. Age range of eligible | Minimum: None She may choose to avoid, desirable,

25. bikes Maximum: None new machines or likely complex, old

ones. In fact, she doesn't see age -
established in the Item Record - as an
issue.

26. | Beneficiary (bike Are their criteria Trading record: Our example investor may only be
owner): minimum | around the owner general willing to insure bikes owned by
attributes of any bike to be people who have proved their track

27. insured? Trading record: record of reliability and honesty in

rentals POEMs, either generally across all
their activity in any market, their

28. Trading record: rental of possessions, or their rental

bicycle rentals: 10 of bikes specifically. She can input
what grade (out of 5) of reliably
completed transactions she requires
to derisk the fund's activity.

29. | Renters: Must renters also Trading record: Again, the person renting a bike may
minimum meet criteria to be general: minimum choose to realise their multi-faceted
attributes eligible for 10 counterparties trading record in POEMs to enable

coverage? with <5% disputed best matches with coverage offers.

transactions Our investor may only be willing to

cover bike rentals by people with a
30. Trading record: solid track record of no-claim, no-

rentals: Min. 25 complaint, activity; broad or specific.

item rentals in

POEMs with <5% The limit on other funds is to avoid

disputed one user being over-insured or
extended in their loans, creating

31. disproportionate temptation for a
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32. Trading record: mass default (before emigrating for
bicycle rentals: 10 example).
33. Limit on
simultaneous
unifund obligations:
$500
34. | Holders: Must anyone Trading record: The renter of a bike may never
minimum handling the bike at | general: SAME physically interact with its owner.
attributes the start orend of a | SETTING AS ABOVE Each rental could start with pick up
rental, other than from a "Holder" (someone who stores
35. the owner, also Trading record: neighbors' items, checking them in
meet criteria for a facilitating item and out for rentals or sales with
rental to be eligible | rentals: SAME POEMs building their charge into each
for coverage? SETTING AS ABOVE | transaction).
36. Trading record: In these circumstances, the holder
bicycle rentals: 50 could be key to the asset’s protection;
photographing a bike before and after
37. Limit on each rental. To insure a rental the
simultaneous fund may require certain standards
unifund for any holders involved. That could
involvements: None | include a cap on value of all insured
assets they had at risk at any point.
38. | Deliverers: Trading record: Deliverers are another link in the
minimum general: SAME micro supply chains POEMs can
attributes SETTING AS ABOVE constantly construct as it facilitates
39. Trading record: trading of items between its users.
rentals: SAME This person gets a bike from the
SETTING AS ABOVE holder (or owner) and takes it to
40. Trading record: where the renter wants it. An insurer
bicycle rentals: 50 may want to set proven standards of
41. Limit on probity in anyone thus involved in a
simultaneous rental.
unifund obligations:
$400
42. | Transaction To really refine the External data: POEMs takes feeds from all sorts of
attributes market niche for Official weather official and unofficial data sources
this fund, are there record shows that can be used to block (or adjust
also criteria around | rainfall of less than the pricing of) a financial services
a particular 1mm forecast transaction. In this example, the
transaction which investor has decided she won't
must be met for it provide coverage if meteorological
to qualify for office data shows rain - actual or
coverage? forecast - at the place and time of
rental commencing. She believes wet
conditions increase likelihood of bike
theft.
43, Other liabilities in A POEMs user may want coverage for

the transaction: Not
permitted

a range of possessions from different
sources, all purchased in one
transaction. For example, he might be
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renting a bike, a tent, and climbing
gear, for a camping weekend. Our
investor may not want to provide the
bike component of his insurance
because of complexities in multi-item
claims adjustment and crime
reporting. She leaves this kind of
opportunity to other unifunds.

44. | Specific rules to Is there any factor User has the ability Coverage may be dependent on any
validate coverage | outside POEMs' to add unstructured | rented bike being kept indoors

standardized text to the fund's overnight, not being transported on a

structure this conditions: Option vehicle bike rack, and so on. Once

unifund needs to not taken again, our investor may be wary of

control? conditions that could cause renters to
balk at complexity of her coverage
and click for one with no
conditionality.

45. | Automated Is the fund's action Automated An innovative fund in particular may
acceptance gate (see diagram in | acceptance set at insist a designated user review each
permitted? Section 3) allowed Yes potential recipient, this could of

to accept recipients course be subject to anti-

based on criteria discrimination tools within POEMs.

above, or does a Setting this at Yes would slow

human user acceptance down and many buyers

associated with the will likely have ticked a box saying

fund also have to they want to bypass such funds.

approve each

transaction? But a human action gate is a
legitimate tool for any fund instigator
wanting to add value through
instinctive assessment of default or
risk.

46. | Post-investment Do recipients have No This feature is most useful for
obligations to agree to any upskilling. For example, someone

commitments after accepting payment for training as a

the investment? chef in return for a cut of the
resulting earnings uplift may have to
agree to prioritize bookings for that
kind of work. POEMs will enforce this.

47. | Capson Is there a limit on No This control is most useful for
recipients' the number of government or philanthropic unifunds

interactions

times, or total
capital, a recipient
can get from the
fund?

aiming to spread cash around. It has
little value to anyone trying to
maximize returns.

Now POEMs needs to understand what it is to charge to generate a return for the unifund.

iii) Conditions for putting capital at risk
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Data field

Question

Our user’s input

Notes

48.

49.

50.

51.

Who pays what,
when, if capital is
taken out of the
fund's deposit
account?

Is there a charge for
accessing capital?

Yes

Philanthropists or public agencies
may set up funds to achieve
objectives other than return on
capital. Our investor wants to grow
her stake.

Who is charged?

The renter, within
payment for their
rental

She may wish to only deal with bike
owners willing to foot the insurance
bill themselves or users acting for an
organization keen to promote cycling
locally who will pay costs of insurance
for eligible transactions.

Details of charge

Charge per dollar
per hour (CpDpH):
$0.00025

This is the charge for a period of
coverage to which a recipient
(policyholder for a policy covering
their rental) must consent (possibly
by simply accepting the overall price
for their bike rental). Effectively it is a
payment for "renting" dollars that are
put in escrow to back a policy that has
a duration measured in hours.

Granularity in the underlying metric
allows like-for-like comparisons®C. The
formula of "charge per dollar per
hour" ensures, for example, if a
bicycle is to be insured for $100 for a
week (168 hours) and has her chosen
CpDpH, this component of pricing for
coverage will be charged at $4.20.
This underlying figure can of course
be expressed more intuitively in user
interfaces.

This fee can be dynamic, set at "0.5%
below current national bank interest
rate" perhaps in a loans market for
example or dictated by demand for
capital so a market clearing
equilibrium is established. It could
equally be subject to fixed fee
increments (see row below), through
a rate buydown for example.

Fixed fee per
coverage period: $1

A fixed price of perhaps $1 added to
every new transaction could
compensate for heightened risk of a
high-turnover of renters for short

50 Underwriting markets complicate the CpDpH metric because they need to be allowed flexible capital ratios (see
Section 4a-i). But using the metric consistently allows, for example, taking investment to be evaluated against
being insured.
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periods if the fund initiator wishes.
This fee could be rechargeable
weekly, daily, or any other period
during a rental.

funding to a
recipient can be
withdrawn once
started?

52. Payment cycle: Ongoing insurance coverage may be
charge extracted at | subject to regular weekly transfers
start of rental. from a beneficiary's POEMs account.

Because this fund covers per-
transaction rentals, it defaults to
payment at beginning of each
transaction.

53. Non-monetary Islamic finance and innovative models
payment: No might seek other conditions in return

for use of capital.

54. | Pre-emption Are there any No Selection of "Yes" here would almost

rights conditions in which certainly put a unifund into higher

tiers of risk/regulation. A frontline
unifund where obligations will not be
honored for reasons outside
recipients' control is dangerous.

As with all insurance unifunds, POEMs needs rules that dictate when the claims processing module for
this fund will advance cash to a bike owner's account.

iv) Settlement triggers

Data field Question Our user’s input Notes
55. | Criteria for How is the fund's Loss, destruction, or | What must - allegedly - have
payout to a claims processing significant damage happened to a covered bike to trigger
recipient module to know to item during a a payout equivalent to its value by
when it should rental this fund? Our investor selects the
release the value of obvious full coverage wording.
56. an insured bike to Confirmed by: How is POEM s to be told to payout?
its owner? inputs from an For parametric insurance it could be
automatically an external datafeed confirming
engaged claim events in the wider world. In this
adjuster case, someone selling in POEMs'
market for Claims Adjustors needs to
have assessed the case after reporting
of loss/damage by the renter or
owner (or by POEMs after failure to
return the bike at rental's end). A less
fussy investor may simply require the
renter file a (legally binding) crime
report attached to the bike's Single
Item Record.
57. | Loss adjustment Criteria for claim No additional No-one can sell their services as a

process

adjusters

requirements

Claims Adjustor in POEMs without the
system having checked their record
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58.

59.

60.

on the government database of
licenced adjustors. Is that enough for
our investor? Or does she want them
to have completed a minimum
number of claims successfully in the
past (which would make them more
costly)?

Specifications for
the claims process

Timetable for claim
adjustment: 7 days

How much time is POEMs to be given
to wait for an online Claims Adjustor's
inputs?

Maximum cost of
claims adjuster: $60

How much with this unifund pay a
Claims Adjustor once a claim is filed?
That could be a percentage of the
bike's value which would keep them
cheap for low end machines.

Penalties for claims
judged fraudulent:
loss of two
reliability grades

Is the investor demanding POEMs
take punitive action if a false claim is
detected either by a Claims Adjustor,
or POEMs' own fraud detection
algorithms? The investor decides to
deter fraudsters by stipulating any
renter found intentionally filing a fake
claim must lose two grades for
reliability. Many honest intending
renters will have input blanket
acceptance of penalties in case of
intentional fraud knowing this widens
their insurance choices.

v) Investment controls

Our fund instigator may decide to use her $5,000 to get activity in the unifund going. She can return to it
later and decide whether to open up deposits to other investors. But she enters some immedite

parameters:
Data field Question Our user’s input Notes
61. | Controls on Fund What limits does Fixed sum: $25,000 | The investor may decide she won't

62.

Size

the investment
intake gate for this
fund apply to
control its capital?

allow this fund to ever exceed
$25,000 in capital. This could be to
achieve business, tax, or regulatory
objectives.

Maximum
percentage of
holdings
undeployed: 10%

Once active, the fund will have a mix
of funds in escrow (because they may
be claimed against by renters) and
cash in hand for further coverage. The
later category is undeployed capital
within the fund. The investor decides
to cap her fund with the rule that no
more than 10% of its total holdings
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63.

64.

should ever be undeployed. If this
figure is reached, no further
investment is accepted, perhaps while
she decides whether to increase
Charge-per-Dollar-per-Hour on future
rentals. Or, if she allowed herself this
freedom in fund conditions (row 18
above) she could adjust geographic
coverage, asset values, and so on.
This could be done automatically.

Maximum capital at
risk: 80%

The investor may be unworried about
undeployed funds, confident of a
coming surge in bike rentals perhaps.
But she may fear her pricing is not yet
informed enough and want to limit
activity to perhaps an initial 80% of
deposits in escrow against liabilities.

65.

66.

67.

68.

External investment

Is the fund open to
other investors, not
named in the set-up
screen? Yes -
subject to password

Apart from the instigator, who else
can deposit funds? Our user decides
she will only allow people in her
network to whom she gives a
password to be part of the
opportunity.

She could equally have allowed
POEMs to list the fund as Open,
meaning any user can deposit capital.
gaining a proportionate share in
gains.

Maximum
percentage of
deposited funds
from additional
investors: 30%

How much of the Current Maximum
Fund Size can be provided by other
investors. She wants to validate her
judgements by allowing some in but
retain her initial opportunity by
capping that at 30%.

Criteria for further
investors: None

Will she only accept institutional or
personal users' money in her fund? Or
require compliance with ESG
certification perhaps? Or ban funds-
of-fundss (see below)? Or just take
anyone's money if they have her
code?

Constraints on
further investors:

She may set the fund to pay her gains
before others, or otherwise create

No control classes of shares in her fund. She
simply specifies only she has control
over fund decisions.

Maximum Does she wish to keep external

percentage per
additional investor:
2%

investors diversified, which could be a
good way to validate her judgement
in setting up the fund before she
scales it further? If she stipulates only
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69.

personal money was allowed and one
external investor could hold more
than 2% of the Current Maximum
Fund Size, she would likely attract
people who viscerally understood
bike rental, rather than institutional
money. Attracting many small-dollar
depositors would be useful validation.
Alternatively she could input
monetary maximum and minimum
investments.

Service charge for
additional investors:
3% of earnings

Is the fund initiator going to deduct a
charge from other investors' earnings
from the fund to compensate her for
foresight in setting it up? Pricing too
high would risk competing funds
being established as her niche
becomes known.

70.

71.

Stop-loss
measures

Are there conditions
under which this

fund can lay off risk
to another unifund?

Yes, if another
customer would
take the fund's
capital ratio below a
preset level.

There will be adjacent funds insuring
bike rentals in POEMs. Does she want
to set a trigger point where her fund
seeks reinsurance from one of them,
perhaps with a higher CpDpH? Setting
a point at which her fund is carrying
unacceptable liabilities and should lay
a percentage off, even at a higher
CpDpH, would hedge risk.

Are there conditions
under which the
fund closes to new
recipients despite
having spare cash to
invest?

Yes, if payouts
exceed 12% of
funds in escrow

This is a unifund equivalent of stop-
loss orders in stock trading. If certain
metrics are reached, for example
claim payouts totalling more than
12% of funds under escrow, the
investor wants the fund to cease
activity and send her a text message
alert. It may be unprofitable.

72.

Reinsurance

Will this fund
reinsure others

No

As in the above scenario, other funds
which may be charging less, could
seek reinsurance through this fund. Is
that permitted? She may decide No,
rather than pick up the business. She
hopes to see competing funds
shrinking or closing if they misprice
risk.

73.

Dividend
payments

Cash only?

Yes

Payouts from a unifund could include
change of ownership on an asset's
Item Record. For example, a fund set
up by a carowner with instructions
"once my intending buyer has
deposited the full $10,000 in this fund
change the car's ownership to him
and release those funds to my
personal account.
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reporting

report in response
to activity spikes
("Text me if
deployed capital
reaches 85%") or
lulls ("Email me if
there has not been a
new beneficiary in
the last 72 hours"?)

74. Are there No She could chose to payout when
parametric triggers turnover, income, profits or other
for dividends? fund metrics reach a target figure.

75. Are dividendstogo | No Comparable to accumulator bets, a
to another unifund? unifund owner might decide one

unifund's gains enable another's
activity.

76. Is there to be an Monthly cycle, 75% | She could trigger dividends manually,
automatic timetable | of fund profits, the but opts for the first of each month?
for payout to remaining 25% to Or trigger points such as volume of
depositors in the be added to capital | transactions or income targets? She
fund? until maximum size | sets the rules for POEMs to

of fund is reached. administer.

77. Prioritization of Proportionate to She could specify she gets a bigger
payouts? holding and share of the returns or gets paid first.

simultaneous But that's likely to deter others>.

78. Automated re- Can investors tick to | Regulations may limit this for funds
investment have dividends open to the public who could build

automatically unintentional exposure over time.
reinvested in the

fund until they

manually make a

withdrawal? Yes

79. | Reporting Is there to be No, the investor At least some POEMs' financial
transparency wants to keep her services markets will be regulated;
beyond mandated hunch about the minimum disclosures for each fund
reporting "degraded bikes" are then non-negotiable. But does she

opportunity quiet want her new fund to have optional

for now. details reported in POEMs' listing of
funds? Doing so could attract
business, but also competition.

80. Routines for Proactively issue a An authorized user can of course

check the fund's progress through its
dashboard of activity, assets, and
liabilities, at any time. She is setting
up specific notifications to help her
market watching.

Finally, the unifund needs details of its governance. In reality most of these intakes could be
automatically populated from inputs above, and regulatory minimums. Inputs on this screen define the
fund's Living Will, its windown arrangements in case of failure.

51 One option would be payout decided by POEMs' randomization engine. So, a lottery unifund if permitted, (see
page 13 - could accept deposits from any user enticed by its redemption gate's rule "Payout to a random ticket
holder generated at mid-day on Nov. 24 this year, minus 25% for our charity".
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deposit withdrawal?

Data field Question Our user’s input Notes
81. | Incorporation Fund name/image/ Rental of visually POEMs will of course allocate its own
branding degraded bicycles unique identifier to each unifund and

construct a categorization for listing.
But the user may wish to give it a
user-facing name for display in the
registry, perhaps also an image and
even distinctive branding for its
screens so it can be made visually
seamless with a business's website or
app.

82. Is the fund to be Yes, many potential | Incorporation ensures a fund's

registered by depositors, owners initiator can be held liable for
POEMs as a and recipients will corruption or incompetence in the set
company or other have ticked for "no up. It is possible government will
entity? unincorporated allow POEMs' unifunds their own
funds". light-touch for of official entity (see
page 36)>2.

83. | Restrictions on If the fund is Yes - even if they This setting may be imposed by

investors switched to open have our user's POEMs. The fund is untried (what if
access to external invite to invest, only | degraded bikes suddenly become
investors, is it to be | users who have prized by thieves?) so careless
open only to certain | confirmed to investment should be avoided.
classes of investors? | POEMs they are Regulatory controls may allow it to be
"Sophisticated" can | open to general investors only once
then proceed. certain performance metrics are
achieved.

84. | Capital ratio How much of the This will have a See "Flexible Capital Ratios" (Section

total value of minimum imposed 4a-i).
coverage on any by regulation.

bike will be

transferred to the

unifund's escrow

account?

85. | Deposit Are there rules for No One unifund may be among a co-
withdrawal automating ordinated suite of 20 each lending
controls transfers of $100 increments at slightly different

undeployed capital? price points, undeployed capital flows
between them based on whatever
rule the owner sets. For example,
"favor the fund that is closest to 1%
above base rates in the last hour".

86. Are there caps on No She could limit total withdrawals in

any 24 hour period to 5% of

52 This possibility must not be limited to POEMs. To foster competition with the platform any other operator could
could also offer agentic accounts within the same legal framework.
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87.

undeployed capital. This would foster
stability for the fund.

Is there a maximum | Again, POEMs will These rules are applied by the
percentage of a likely enforce redemption gate (Section 3a)
depositor's current settings for

investment that can | bike rental cover
be withdrawn in any | generally by default.
given timeframe?

vii) After creation: system actions

After the user clicks to save these settings, POEMs will:

Validate: Do the proposed math of the fund stack up? For example, could its liabilities ever
substantially exceed its assets? POEMs' priority is protection of its users, anyone who insures
their bike through this fund must be able to draw on the coverage expected in case of need. It
also checks - for instance - a maximum cost for a Claims Adjustor is realistic given current market
averages. These judgements are one more filter used to match unifunds to bands of regulation.

Generate text: POEMs will create formal policy text for use in any court dispute involving this
fund's activities. That text will of course be available to any user involved in a transaction where
the fund plays a part. But there should be no need to read it, POEMs will relate coverage to each
specific transaction, embedding for example warnings of extraneous factors that could
invalidate coverage in the booking journey ("Are you happy to accept these extra terms?").

Locks components: Some settings governing the unifund can be changed once it is active, the
Maximum Fund Size for example could be increased, or decreased, as long as current liabilities
remain covered. This has no impact on current beneficiaries. To preserve expectations of users

and the simplicity of POEMs' reporting, terms of coverage or fundamental changes to the fund's
purpose will likely only be achievable by winding down the fund and starting a new one.

Add a new input: With creation of this fund, there is now a reason for any bike owner to tell
POEMs that their bike has been made aesthetically unattractive; cheaper insurance may be
available. POEMs can insert our user's freetext in its owner's section of the Item Record for
bicycles. Within a list of questions about their machine, any owner can now tick a box "branding
and decals permanently obscured". Ticking Yes prompts a request for upload of a legally binding
photo which becomes the main image on that bicycle's Single Item Record (see Section 3a).

Register: The fund can then be added to POEMs' registry of available funds for use in
transactions. It is now active, waiting to be searched on behalf of users.

Viii) Inserting capital into transactions

Once set up and money deposited, the new fund for bike insurance is listed as active in POEMs' registry.
It is now available to the market.
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Anyone can offer a bicycle for rental in POEMs, anyone can rent them subject to legal controls and the
owner's parameters for acceptable trading partners (level of proven reliability, possible "responsible
cyclist" certification, and so on). When anyone rents a bike through POEMs, insurance to a certain
valuation may have been mandated by the seller, or the buyer may want it as part of their purchase.

When a user wants to rent a bike, POEMSs searches first for every machine available locally that fits his
need. (This might require building costs of someone to deliver and return the bike within a rental for the
specified hours.) Assume this produces, perhaps, 25 available bikes. POEMs then starts constructing a
price for each option. If that is to include insurance, POEMs follows these steps:

Identify category: Find the appropriate section in POEMs' directory of unifunds for this potential
transaction. For example, Insurance > Rental of items > Bicycles.

Match each offering: Taking each of the 25 available bikes, filter the salient characteristics of
the bike/renter/holder/deliverer/transaction against each fund. If one of the bikes is ticked on
its Unique Item Record to say "visually degraded", it could qualify for the example fund outlined
above. Some further steps ensure integrity of matching:

o De-duplicate coverage: An item in the transaction may be already insured by the seller
for rentals, it therefore should not need insurance taken out by the buyer.

o Apply randomization: It may be that within all the matchable parameters of a
transaction and funds, two or more unifunds or products offer identical pricing for the
same bike. In these cases, POEMs must transparently randomize those possibilities
when deciding which to offer as default to the buyer.

Assemble any conditionality text: The best value insurance offering may impose conditions
(such as no riding after dark, or double locking whenever left untended). These have to be
flagged to the renter for acceptance before a purchase can complete.

o Allow tweaks: The intending renter may have set rules (such as "no additional
conditionality in my insurance obligations") or not be ready to comply with the specifics
being displayed. POEMs should be ready to adjust to the next best value offer if the first

option(s) are outside the buyer's "attention rent" settings.

Incorporate in pricing: The cost of insurance can be added seamlessly to the charge for a rental
of any bike eligible for this transaction. POEMs will disperse funds once the transaction clears
escrow at the end of the rental.

Move funds to escrow: Assuming the renter selects the visually degraded bike and our example
fund offers the best value insurance, the unifund transfers a proportion of the coverage to its
escrow account. The exact amount is determined by the coverage taken out and the fund's
capital ratio (Section 4a-i).

Set release date: This is the trigger point where funds will come back from escrow into the
unifund, along with any charge paid by the buyer. By default, this will be when the payment in
escrow is released to the seller (perhaps 48 hours after the end of a rental when the window for
any issues to be raised has elapsed).
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iix) Handling a claim

Each POEMs transaction generates a "Manage Booking" screen including a button to "Report a
problem". Renter, owner, holder, or deliverer can start the reporting process with the later incentivized
to do so to avoid being held responsible for damage or disappearance of the bike, which could
negatively impact their valuable record of reliable trading. Once a claim is triggered, POEMs can:

o Seek settlement: The system should have its own software to manage arbitration and push
parties involved to agreeing a solution to the problem that POEMs can administer. For example,
the renter may fail to be at the place for returning the bike at a prebooked time where a
deliverer had been scheduled to take it on to its holder. The deliverer reports the issue because
she is unable to complete the transaction. The software may get the renter to agree an extra
payment for 6 hours' additional rental and a new deliverer booking. By responsibly empowering
POEMs to solve the problem he caused, his trading record of reliability is unimpacted.

e Engage a Claims Adjustor: Assuming the above process fails to resolve matters, POEMs can
book an initial hour from a seller in its market for Claims Adjustors. (The formula might be that it
books the most experienced in bike rentals who is available immediately, has any trading record
requirements mandated by the fund, and is best value within the ceiling on adjustor costs
specified by the unifund). Having requested written statements from all concerned in the
transaction in the "Seek Settlement" stage, POEMs can release these words, plus photo's and
other details of the bike to the adjustor who may use POEMs' forms to request more
information from the counterparties or simply rule on validity of a claim.

e Payout: Subject to a claim being uphold by the adjustor, POEMs will take the insurance funds
from its own escrow account and transfer them to the bike's owner, in full or partially. For high
value or complex insurance unifunds, the initiator might set a "consensus of three" rule; three
gualified adjustors, unknown to each other, are booked by POEMs to each independently assess
a claim which could be progressed to court unless all three agree on validity.
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