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THIS WHITEPAPER RELATES TO AN OFFERING OF SECURITIES IN AN OFFSHORE TRANSACTION TO 

PERSONS WHO ARE NOT U.S. PERSONS (AS DEFINED HEREIN) PURSUANT TO REGULATION S UNDER 

THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "1933 ACT"). AS A RESULT OF ITS 

RELIANCE UPON REGULATION S, THE INTERESTS OFFERED HERE MAY NOT BE MARKETED OR SOLD 

TO “U.S. PERSONS” AS DEFINED IN RULE 902(K) OF REGULATION S OF THE SECURITIES ACT.   

NONE OF THE SECURITIES TO WHICH THIS WHITEPAPER RELATES HAVE BEEN REGISTERED UNDER 

THE 1933 ACT, OR ANY U.S. STATE SECURITIES LAWS, AND, UNLESS SO REGISTERED, NONE MAY BE 

OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN THE UNITED STATES OR TO U.S. PERSONS (AS 

DEFINED HEREIN) EXCEPT IN ACCORDANCE WITH THE PROVISIONS OF REGULATION S UNDER THE 

1933 ACT, PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 1933 ACT, OR 

PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE 

REGISTRATION REQUIREMENTS OF THE 1933 ACT AND IN EACH CASE ONLY IN ACCORDANCE WITH 

APPLICABLE STATE SECURITIES LAWS. 

IMPORTANT NOTICES TO POTENTIAL TOKEN PURCHASERS 

PLEASE READ THIS SECTION CAREFULLY. YOU SHOULD CONSULT YOUR LEGAL, FINANCIAL, TAX, AND 

OTHER PROFESSIONAL ADVISOR(S) BEFORE TAKING ANY ACTION IN CONNECTION WITH THIS WHITE 

PAPER. 

White Paper 

This white paper (“White Paper”) is intended to present relevant information to potential purchasers of 

Tokens, as defined herein, in connection with the proposed generation and sale of Tokens by the Issuer, 

as defined herein, which is an exempted Company incorporated under the Companies Law (2018 Revision) 

of the Cayman Islands (the “Companies Law”). 

This White Paper is strictly confidential: it is intended to be read only by the person to whom it has been 

delivered to enable that person to evaluate a purchase of Tokens and an indirect investment in the Fund, 

as outlined herein. It is not to be reproduced or distributed to any other person, except that a potential 

Token purchaser may provide a copy to its professional advisers.  

Reliance on this White Paper 

Tokens are offered only on the basis of the information contained in this White Paper and the token sale 

terms generally. Any further information or representations given or made by any dealer, broker or other 

person should be disregarded and, accordingly, should not be relied upon. No person has been authorized 

to give any information or to make any representations in connection with the offering of Tokens other 

than those contained in this White Paper, and, if given or made, such information or representations must 

not be relied on as having been authorized by the Issuer. 
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Statements in this White Paper are based on the law and practice in force in the Cayman Islands at the 

date of this White Paper; they are, therefore, subject to change should that law or practice change. 

Neither the delivery of this White Paper nor the sale of Tokens shall under any circumstances create any 

implication or constitute any representation that the affairs of the Issuer or the laws of Issuer have not 

changed since the date of this White Paper. 

Responsibility of Potential Token purchasers 

Nothing contained in this White Paper generally is or may be relied upon as a promise, representation or 

undertaking as to the future performance or policies of Issuer. Issuer does not make representations or 

warranties of any kind with respect to the economic return from, or the tax consequences of, a purchase 

of Tokens. Potential token purchasers should also consult with their legal, tax and financial advisors in 

relation to the following: (i) the legal and regulatory requirements within their own countries for 

purchasing, holding and disposing of Tokens; (ii) any foreign exchange restrictions to which they may be 

subject in their own countries in relation to purchasing, holding or disposing of Tokens; and (iii) the legal, 

tax, financial and other consequences of subscribing for, purchasing, holding or disposing of Tokens. 

To the maximum amount permitted by applicable law, Issuer and its directors, shareholders, agents or 

employees, as applicable, expressly disclaim any and all responsibility and liability for any direct or any 

indirect, special, incidental, consequential or other losses of any kind, in tort, contract or otherwise 

(including but not limited to loss of revenue, income or profits, and loss of use or data), arising out of or 

in connection with: (i) Investor's acceptance of or reliance on any information contained in this White 

Paper generally; (ii) any error, omission or inaccuracy in any such information; or (iii) any action resulting 

therefrom. 

Distribution and Selling Restrictions 

This White Paper does not constitute an offer or solicitation: 

 by anyone in a jurisdiction in which such offer or solicitation is not lawful or in which the person 

making such offer or solicitation is not qualified to do so; 

 to anyone to whom it is unlawful to make such offer or solicitation or where the acquisition of, 

holding of, and/or disposal of Tokens is restricted, regulated or otherwise unlawful in any way 

whatsoever by the regulations and laws of the jurisdiction to which they are subject; or 

 to anyone where the regulations and laws of the jurisdiction to which they are subject would 

operate to impose regulatory compliance or other obligations on the Issuer by virtue of their 

acquisition of, holding of and/or disposal of Tokens. 

It is the responsibility of every person in possession of this White Paper and every person wishing to apply 

for Tokens to: 

 inform himself, herself or itself of, and to observe all applicable laws and regulations of, any 

relevant jurisdiction; 

 take independent legal and tax advice with respect to their prospective acquisition of, holding of, 

and/or disposal of Tokens; 

 confirm that the acquisition of, holding of, and/or disposal of Tokens is not restricted, regulated 
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or otherwise unlawful in any way whatsoever by the regulations and laws of the jurisdiction to 

which they are subject; and 

 confirm that the regulations and laws of the jurisdiction to which they are subject do not operate 

to impose regulatory compliance or other obligations on the Issuer by virtue of their acquisition of, 

holding of and/or disposal of Tokens.     

The Issuer does not make any invitation to the public in the Cayman Islands to subscribe for Tokens. 

Regulation 

Issuer is not regulated as a mutual fund for the purpose of the Mutual Funds Law (Revised) of the Cayman 

Islands (the “Mutual Funds Law”) because Issuer is not issuing equity interests to Token purchasers within 

the meaning of the Mutual Funds Law. A Token does not represent a share of Fund's authorized and issued 

share capital. A Token-holder is not entitled to be included on the register of members of Issuer and does 

not have capital at risk in the way a shareholder does. Therefore, the Issuer is not subject to the Mutual 

Funds Law and the potential registration or licensing requirements that would otherwise apply if equity 

interests were being offered and Issuer was subject to the Mutual Funds Law. Issuer is not subject to the 

supervision of CIMA and Issuer is not required to have its accounts audited nor submit such accounts to 

CIMA. 

Confidentiality 

Any information forwarded to the Issuer by a potential Token purchaser will be treated on a confidential 

basis. If required to do so by law or regulation, the Issuer may pass on that information to a relevant third 

party. By applying to purchase Tokens, each purchaser is deemed to have consented to such release of 

confidential information pursuant to section 3(1)(b) (or any amendment of that provision) of the 

Confidential Disclosure Law 2016 of the Cayman Islands, as amended. 

Risks 

A purchase of Tokens carries substantial risk. There can be no assurance that the investment objective of 

the Fund, as defined herein, will be achieved, and results may vary substantially over time. 

The value of Tokens may go down as well as up, and Token purchasers may not get back the amount spent 

for Tokens. A purchase of Tokens is only suitable for sophisticated Tokenholders who are able to bear the 

loss of a substantial portion or even all of their investment. A purchase of Tokens is not intended to be a 

complete investment program for any investor. Presently, there is no public market for the Tokens and 

no market may ever exist for such Tokens.  

Potential Token purchasers should carefully consider the risk factors set out in the “Supplemental Risk 

Disclosure” attached hereto when considering whether a purchase of Tokens is suitable for them in light 

of their circumstances and financial resources. Potential Token purchasers are advised to seek 

independent professional advice on the implications of purchasing Tokens. 

Forward-looking statements 

All statements, estimates and financial information contained in this White Paper, made in any press 

releases or in any place accessible by the public and oral statements that may be made by Issuer or its 

directors, shareholders, agents or employees, as applicable, that are not statements of historical fact, 
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constitute "forward-looking statements". Some of these statements can be identified by forward-looking 

terms such as “aim”, “target”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “if”, “intend”, “may”, 

“plan”, “possible”, “probable”, “project”, “should”, “would”, “will” or other similar terms. Such forward-

looking statements involve known and unknown risks, uncertainties and other factors which may cause 

actual events or results, performance or achievements to differ materially from the estimates or the 

results implied or expressed in such forward-looking statements. 

Further, Issuer disclaims any responsibility to update any of those forward-looking statements or publicly 

announce any revisions to those forward-looking statements to reflect future developments, events or 

circumstances, even if new information becomes available or other events occur in the future. 

Accuracy of information 

This White Paper includes market and industry information and forecasts that have been obtained from 

internal surveys, reports and studies, where appropriate, as well as market research, publicly available 

information and industry publications. Such surveys, reports, studies, market research, publicly available 

information and publications generally state that the information that they contain has been obtained 

from sources believed to be reliable, but there can be no assurance as to the accuracy or completeness 

of such included information. Save for the Issuer, Fund and Manager, as defined herein, and their 

respective directors, executive officers and employees, no person has provided his or her consent to the 

inclusion of his or her name and/or other information attributed or perceived to be attributed to such 

person in connection therewith in this White Paper and the Website, and no representation, warranty or 

undertaking is purported to be provided as to the accuracy or completeness of such information by such 

person and such persons shall not be obliged to provide any updates on the same. 

Language 

This White Paper generally may have been prepared in multiple languages. In the event of any 

inconsistencies between one version and another, the English language version shall prevail. 
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Executive Summary 

In this white paper, we introduce the Apis token (the “Token”), the world’s first digital token providing 

exposure to a volatility-focused hedge fund with a proven track record of performance. The Token will be 

issued by Apis Token Fund, Ltd., a Cayman Islands exempt Issuer, organized on [---------] and sold to non-

U.S. investors under Regulation S. The Tokens represent an indirect fractional non-voting economic 

interest in the ACM Market Neutral Volatility Strategy Fund, LP, a Delaware limited partnership, organized 

on November 30, 2017 (the “Fund”). The Fund is managed by Apis Capital Management, LLC (the 

“Manager”).  

Unlike traditional hedge fund interests, which are often locked up for months or years at a time, Tokens 

will be immediately re-sellable to non-U.S. persons, as defined herein, following the Tokens’ initial 

issuance. A tokenized fund structure democratizes access to investments that previously required 

substantial capital commitments, making previously private pooled investment vehicles accessible to the 

average non-U.S. investor. The Token will invest in the Fund, and derive profits from its performance, 

without the ongoing management or incentive fees typical of other hedge fund investments. At issuance 

the Manager will be allocated approximately 20% of the tokens. On a monthly basis, profits of the Fund 

will be distributed pro-rata to all Tokenholders in the form of additional Tokens. Additionally, subject to 

certain restrictions, Tokens can be redeemed for their pro-rata share of the Fund assets at regular 

redemption dates. The first redemption shall occur 12 months after the initial issuance of the Apis Tokens, 

but may occur earlier at the discretion of the Manager. After each Token is redeemed for its 

commensurate value, it will be taken out of circulation. 

Apis Token Advantages  

 Re-sellable: No lock up period. Tokens are immediately re-sellable to non-U.S. persons, as 

defined herein, following their initial issuance under Regulation S. 

 Unique Strategy: The Token provides exposure to profits generated by the Issuer’s investment 

in the Fund. The Fund’s investment strategy combines selling of “Volatility Risk Premium” (VRP) 

in VIX Futures or “Equity Risk Premium” (ERP) in S&P 500 Index Options strategies to effectively 

perform in market conditions including bull and bear markets, with very little correlation of 

returns to the cryptocurrency market or the S&P 500. 

 Proven Track Record:  The Fund has generated gross annualized and audited returns of 70% 

over its existing 28-month track record. Simulated/backtested returns from 2009-2015 provide 

similar results.  

 No Minimum Investment: Unlike typical investments in hedge fund which require large capital 

contributions, a Token may be purchased with as little as [$---] in capital. 

 No Fees: Proceeds from the token sale will be invested directly in the Fund by the Issuer and the 

Issuer will become a limited partner of the Fund. The General Partner of the Fund has executed 

and guaranteed a waiver of management and incentive fees to the Issuer.  
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Executive Team and Outside Service Providers  

The Executive Team at Apis Capital Management and its outside advisors have over 50 years of 

combined financial services industry experience 

Edgar Radjabli - Principal 

Dr. Radjabli currently serves as the principal (the “Principal”) of Apis Capital 

Management, directing the overall investment strategy of the Fund, and managing 

daily trading operations. He has 15 years of professional trading experience and 

holds a Series 3 Futures License from the CFTC/NFA. 

He also serves on the Board of Total Equity Capital, a Baltimore-based venture capital firm, where he led 

the creation of the firm when it spun off from its parent Issuer, TE Management, a regional real estate 

development and holding Issuer in the DC/Baltimore area. At TE Management, Dr. Radjabli started as a 

research associate in its commercial real estate division and was named Partner in 2008. 

Dr. Radjabli also serves as manager and advisor to various health care practices in the Baltimore area. 

Dr. Radjabli received his Bachelors in Commerce from the University of Virginia and his Doctor of Dental 

Surgery from the University of Maryland. 

Elizabeth White – Cryptocurrency Advisor  

Ms. White is the founder and CEO of the White Issuer, a cryptocurrency 

conglomerate operating asset management and luxury concierge services to 

cryptocurrency buyers and sellers. She brings over 15 years of experience in 

financial management and marketing, having served in executive roles for top 

brands, including LVMH, Formula 1, McLaren Automotive and Electronic Arts. 

Ms. White is a graduate of NYU Stern School of Business, and is the founder of 

#ItsWhiteNoise, a global automotive enthusiast community.  

Eugene Lee - Senior Marketing and Investor Relations Associate 

Mr. Lee serves as the senior marketing and investor relations associate for Apis 

Capital Management, where he interfaces with institutional clients, as well as 

individual and family office investors. Mr. Lee has previously worked for the 

Korea Credit Guarantee Fund and W Hotels Group. 

 

http://apiscapitalfunds.com/edgar-radjabli/
http://apiscapitalfunds.com/eugene-lee/
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Vicent Sarullo – Third-Party Administration 

Mr. Sarullo serves as the Managing Director of Tower Fund Services, a Third-

Party Administrator, which provides fund administration services to Apis Capital 

Management. With over 25 years of industry experience, Mr. Sarullo served as 

CFO and CCO of New York based investment firms, including Terrapin Asset 

Management, Odyssey Investment Partners, and Butler Capital Corporation. His 

experience and expertise serve as important resources for fund structuring, best practices 

implementation, and transaction assistance. 

Mr. Sarullo started his investment services career in Deloitte’s New York office focusing on investment 

and real estate funds. 

As a regular speaker at industry events and author of “Alternative Investments: The Basics to Survival” 

(now in its second edition), he demonstrates our core values including “to teach and be taught”. 

ACM Market Neutral Fund Strategy – The Basis of the Apis Token 

The Fund pursues a dynamic, quantitatively driven strategy which takes advantage of consistent market 

phenomenon with active risk management to drive market leading returns 

Fund Overview 

 The Fund seeks to provide investors with strong, consistent returns by taking advantage of 

volatility and equity risk premium, a consistent phenomenon in the securities markets;  

 The Fund uses a dynamic model that seeks to perform well in both trending and sideways 

markets, with minimal Beta correlation to the market; 

 Risk is managed by trading very liquid instruments and actively adjusting positions, as well 

as incorporating signals that are effective in anticipating volatility spikes, limiting 

drawdowns; 

 Selling of “Volatility Risk Premium” (VRP) in VIX Futures or “Equity Risk Premium” (ERP) in 

S&P 500 Index Options;  

 VRP and ERP can be thought of as the “cost of insurance” for a portfolio of stocks that are 

hedged with the futures against increased volatility or with options against drops in value; 

 Large mutual funds and other traditional long funds need to hedge portfolios against 

significant market downturns in order to “insure” them, typically with futures or option 

contracts. The Fund provides this needed “insurance” by being the seller of the futures or 

options; 

 The Fund uses a mix of ERP and VRP selling that is dynamically adjusted to take advantage of 

different opportunities in bull, bear and sideways while markets and minimizing risk. 

http://apiscapitalfunds.com/vincent-sarullo/
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Market Independent 

 The Fund sells both put and call options on volatility futures contracts, dynamically adjusting 

the strategy and instrument mix based on the market conditions;  

o In bear markets (2007-2008) or periods of uncertainty (2011), the Fund sells index 

options, taking advantage of ERP, which is much higher due to higher demand by 

institutional investors needing to protect their portfolios. For example, the premium 

of a same dated option contract with a strike price at the same % below the current 

market can be as much as 10x higher during a bear market with the VIX at 45 than it 

is in a normal market with a VIX of 15; 

o In bull and sideways markets (2012-2018), when ERP is low, the Fund primarily sells 

volatility futures, taking advantage of VRP, which allows it to capitalize on the 

upward market trend and lack of volatility. 

Correlation of Returns with the S&P 500 Index  

 

As of June 1st, 2018, overall Beta (correlation) of the Fund’s strategy to the S&P 500 is -2% (by 

comparison the correlation of Bitcoin to S&P 500 is +3%, and Amazon’s is +172%). This clearly indicates 

that the Fund’s strategy, while based on derivatives relating to the S&P 500, does not derive its 

performance from the directional trend of the stock market.  

Risks 

 The risks typically associated with short volatility strategies are well managed; 
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o On August 24th, 2015, the largest spike in implied volatility (in 80 years) occurred. While 

the Fund was not trading at the time, on a simulated, backtested basis, the strategy 

avoided significant losses as signals from our model resulted in the strategy reducing its 

positions in the week before the volatility spike;  

o On February 5th, 2018, an even larger spike in implied volatility occurred in after-hours 

trading, resulting in substantial losses and liquidation for many volatility-based funds, 

such as XIV and LJM Partners. However, the Fund prevailed, as it was primarily in cash 

several days prior, again due to the signals anticipating a potential large move in 

volatility;  

 The Fund’s primary risk is that in an environment where volatility is rising slowly, there may not 

be a signal that would instruct the Fund’s VRP strategy to move into cash; 

o Such periods are typically short-lived as volatility will either spike, transitioning the Fund 

to cash or to the ERP selling strategy, or eventually subside, which allows the Fund’s VRP 

strategy to recover; 

 A rising market with rising volatility is generally the most significant risk, because it tends to 

contradict the normal signals generated by the Fund’s VRP strategy yet does not permit income 

from an ERP strategy due to overexposure to a market downturn;  

o These periods are very rare and short, as seen in January 2018. 

Risk Management 

 No assurance of investment return; 

 Tokens are subject to significant transfer restrictions; 

 There is no existing trading market for Tokens and an active trading market may not develop; 

 By trading in options of the broad S&P 500 index, the Fund is not subject to individual security 

risks that could cause individual stocks to lose or gain value dramatically in the short-term, such 

as earnings surprises, M&As, or other key events; 

 Although the Manager has broad discretion in its investment strategy, the Fund typically has no 

more than 50% of its assets committed, with a significant cash cushion allowing it to withstand 

significant adverse moves in its positions without requiring liquidation of positions which would 

lock-in otherwise temporary losses; 

 The Fund uses an aggressive risk management algorithm, adjusting options positions that have 

gone into a “danger zone” (where losses would begin at an accelerated rate) back to safety; 

 The Fund uses signals that often anticipate large spikes in volatility, calling for it to exit its VRP 

trades, avoiding large drawdowns of other short volatility trades. 

Liquidity Advantage 

 The Fund trades in very liquid instruments and can enter and exit trades on a daily basis; 
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 Tokenholders benefit from this liquidity by being able to determine the fair value of Tokens on a 

monthly basis, through the valuation report published by the General Partner. 

Redemption of Tokens for their proportionate value of the Fund’s assets will occur at regularly 

scheduled intervals, with the first redemption occurring 12 months after Token issuance. Redemptions 

may be subject to restrictions such as minimum and maximum amounts that may be redeemed at a 

given time.  

 

Fund’s Historical Performance 

Month Performance S&P 500 

2016 Year 53.30% 9.55% 

2017 Year 101.08% 19.41% 

January 2018 -15.76%
2
 5.62% 

February 2018 -11.78% -3.89% 

March 2018 10.28% -2.54% 

April 2018 20.15% 0.38% 

May 2018 5.27% 2.16% 

June 2018 -13.22% 0.48% 

July 2018 13.25% 3.60% 

TTM 36.50% 12.16% 

Since Inception 

Annualized 
73.23% 13.66% 

Since Inception 183.06% 33.00% 
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Actual Time Weighted Performance (before fees) of Trading Strategy in Precursor Fund and Master Fund 

(SEC required method) Past performance does not guarantee future results   

Back tested results (before fees) 

2009-2015: 88% Annualized 

Largest drawdowns: 40% (4 instances)  
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Growth of $1,000,000 Investment 
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Back-tested Performance: 2009-20151 

 

Estimated Total Return (Combined Backtested and Historical Performance) 

An investment of $10,000 on January 30th, 2009 would have been worth over $2.4 million as of 

December 31st, 2017, generating a nearly 242x return.  

  

                                                      
1 BACKTESTED/HYPOTHETICAL PERFORMANCE 
Certain performance information presented in this presentation is back-tested performance based on hypothetical performance 

testing. Back-tested performance does not reflect trading in actual accounts and is provided for informational purposes only to 

indicate historical performance had the Fund’ s strategy been implemented over the relevant time period. These performance 

results have inherent limitations as to their relevance and use. One of the limitations is that they are prepared with the benefit of 

hindsight. In addition, back-tested investing does not involve financial risk, and no hypothetical trading record can completely 

account for the impact of financial risk in actual trading/investing. Any and all of these factors mean that no representation is 

being made that the Fund will achieve performance similar to that shown. Past performance is no guarantee of future 

performance.  
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Recognition for ACM 

 

 Ranked #4 out of 540 listed funds by 3-year Return 

 Ranked #5 Fund by YTD Return (out of 540 listed Funds) 

 

 Ranked #1 of 62 Option Strategy Fund by YTD Return 

 Ranked #3 of 197 Overall Hedge Funds between $1MM and $10MM AUM by YTD Return 

 

 
 

 Ranked #3 among All Hedge Funds Launched in 2016 (out of over 200 funds)  
 

As of December 2017 
 

Token Ownership Overview 

Tokens represent an indirect fractional ownership interest in the Fund. Fractional ownership of the Fund 

will be represented by the supply of Tokens registered on the Stellar blockchain. Representing the Fund 

with a Token allows Tokenholders to freely trade their Tokens, because Tokens are immediately re-

sellable to non-U.S. persons, as defined herein, following initial issuance. We believe other advantages of 

tokenizing the investment on a blockchain include cost savings from operational efficiencies, transparency 

of interests, and best-in-class security. Most importantly, after initial allocation of up to 20% of tokens to 

the Manager, Tokenholders will receive all the performance of the Fund, without any deductions for 

management or incentive fees, which can take away up to 30% of the profits in a traditional hedge fund 

structure. Profits of the Fund will be paid out monthly to the capital account of the Issuer (Investment 

Balance), thereby increasing the redemption value of each Token. The Fund’s assets are scheduled to be 

available for redemption in 12-month intervals from the first issuance of an Apis Token. At the redemption 

dates, Tokenholders who have submitted redemption requests can exchange their Tokens for their 

proportional value of the Fund’s assets, in either $USD or other cryptocurrencies. After each Token is 

redeemed, it will be taken out of circulation. 

http://elitecapitalfunds.com/wp-content/uploads/2017/08/barclayhedge.png
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Technology and Security 

Our primary goal is to use technology that keeps the Tokens secure, liquid and transparent. The Issuer will 

use Stellar, a blockchain that provides the best combination of a thoroughly tested platform, speed, 

efficiency, low transaction fees and liquidity. Powering Stellar is the third evolution of blockchain 

technology, which keeps the $400 billion USD crypto ecosystem secure. 

This “Blockchain 3.0” is far superior to the previous two iterations. To understand the advantages of 

Stellar, is helpful to review the technological history of the technology.  

Blockchain 1.0 is Bitcoin and its various forks. It was a breakthrough in creating authority by consensus 

and thus enabling the transfer of value without a centralized authority. However, it was a very basic 

application and did not easily allow any additional features or layers, making it impractical for asset backed 

tokens. The next step in the evolution, Blockchain 2.0, began with the introduction of Ethereum. Its 

breakthrough was the ability to execute smart contracts, via the ERC-20 token standard. This enabled the 

first asset backed tokens to be envisioned, because the smart contract platform could be used to create 

features such as time-locked contracts for insiders and other capabilities that would allow ERC-20 tokens 

to comply with securities laws and other best practices necessary for asset-backed token issuance. 

However, the Ethereum technology was still limited by speed, congestion and high transaction fees. At 

only 7 transactions per second, it did not offer a reliable platform for asset backed securities which could, 

based on real world data of securities trading, reach up to 1000 transactions per second during peak times. 

The advent of Blockchain 3.0, via the Stellar protocol, solved all of the previous issues and added new 

functionality.   

Our Token application is deliberately designed to be simple, reliable, and resistant to malicious actors. It 

will be managed by a standardized, well-tested Stellar Token protocol. This contract will then be deployed 

to the Stellar network. The Stellar network was chosen for its track record, user base, infrastructure, 

security, and development tools. Most importantly, the Stellar Network is the fastest blockchain network 

currently available, allowing over 1000 TPS per second. This ensures that, unlike asset tokens built on the 

older Ethereum network, the Token will not experience delays and congestion typical of the ERC-20 

(Ethereum) network standard. In addition, transactions on the Stellar network settle in as little as 3 

seconds, which is an unmatched record for the securities industry which typically deals with long, 

cumbersome and inefficient settlement processes. This is critical for asset backed token liquidity, and 

enabled the Token to provide a best-in-class technology solution. We will use reasonable best efforts and 

follow established practices to ensure that Tokens are created, distributed, maintained and redeemed in 

a clear, transparent and secure way. 

Private keys controlling the Token and Distributor Accounts will be separated and kept in geographically-

distributed cold storage systems and recovered for use only when the management needs to do so: on a 

monthly basis for profit distribution and at regularly scheduled redemption dates. The smart contract will 

have pausing and safe upgrade mechanisms in place to protect Tokenholders in the event that a 

vulnerability or a defect is discovered in the Stellar network or the smart contract itself. Notably, because 

the Fund’s assets will not be directly held by the Token’s smart contract, even in the event of a malfunction 

or vulnerability, Tokenholders’ funds will be safe and the Stellar blockchain’s immutable history will help 

enable the Token to identify and reverse any malfeasance. 
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The Stellar Network has built in tools to verify assets, which ensures that the Token’s status will be 

instantly and independently verifiable. The total current supply of Tokens will be automatically 

published on the Stellar Network through an independent third-party “Stellar Expert” application:  

https://stellar.expert/explorer/public/asset/APIS-

CYKQ2627BPKMSUZJK64GPYVKD4TRNACP45X6B754PR6TCYJXCHGUTWB 

Apis Capital Management will also publish monthly reports on the total of the Fund assets owned by 

Tokenholders. This report will be confirmed by Tower Fund Services, a Third-Party Administrator, who will 

conduct a secondary audit by Richie May, a top hedge fund CPA and auditing firm.  

Token Mechanics, Issuer and Fund Operation  

After proceeds from the Token sale are invested in the Fund, the Issuer will distribute Tokens to each 

Token holder in an amount that represents their indirect fractional ownership of the Fund. Details about 

investment collection and token distributions are found in the next section. Tokens are re-sellable to non-

U.S. Persons after they are distributed to the initial purchasers. They can be bought and sold on any 

properly authorized exchange that chooses to list them, and they can also be exchanged directly through 

peer to peer transactions. While the Manager plans to release monthly reports on the Fund’s 

performance, the market value of Tokens will fluctuate based on market forces and may trade at a 

significant premium or discount to the Fund’s NAV. 

For full transparency, the Stellar addresses for Token are described and published below. 

Issuer Account: This account issues Tokens. To ensure that Tokens cannot be issued without a 

corresponding $USD investment into the strategy, the Issuer Account requires a multi-signature security 

protocol, which necessitates authorization from both Apis Capital Management and a Third-Party 

Administrator before any Tokens are issued.  

Address: GCYKQ2627BPKMSUZJK64GPYVKD4TRNACP45X6B754PR6TCYJXCHGUTWB 

Distributor Account: Once Tokens are issued, they are moved to the Distributor Account, from where 

they are allocated to the Investors who have purchased them, as well as to Advisors and the Expense 

accounts per the token distribution model. 

Address: GD33W5PBETOUOFIBEGLC3LT2W2JKYCJ7PSRP53AR2WP5MUFF447N2HZN 

Advisor Accounts: At issuance, up to 15% of all Tokens may be allocated to the Manager and Advisors. 

These are accounts belonging to Advisors and Executive Team of the Manager. Because the Token receives 

100% of the profits from the Fund and no fees are charged, the tokens issued to Advisors are their only 

form of compensation. The Manager and Advisors are not permitted to sell their tokens for 12 months 

from first issuance. This compliance requirement is enforced and verifiable by monitoring the 3 accounts 

allocated to advisors. The total Tokens allocated to these Advisors Accounts is 15% of all issued tokens. In 

other words, for each Token issued to an investor, 0.15 tokens are issued to the Advisors and distributed 

to the Advisor accounts.  

Address 1: GAQ5ZOAQVWW3BMEQGPSPA2BYJ6VDYZHNP4URKAA2JT4WIM3DNKI7T7DN 

Address 2: GCDCGBU25R6FTVONFLCT3P7DIAKLG2BPWT66G55YKC3B4UJPJYKCPXZZ 

https://stellar.expert/explorer/public/asset/APIS-CYKQ2627BPKMSUZJK64GPYVKD4TRNACP45X6B754PR6TCYJXCHGUTWB
https://stellar.expert/explorer/public/asset/APIS-CYKQ2627BPKMSUZJK64GPYVKD4TRNACP45X6B754PR6TCYJXCHGUTWB
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Address 3: GCOHYQFHUFH73AE2TSDNWMZUBIMPFTQ63B6OYG6Z5HCIES2DDKOLKBE4 

Expense Account: This account receives an allocation of 5% of all issued tokens and will be used by Apis 

Capital to reimburse all the legal, technological, regulatory, and miscellaneous expenses incurred in the 

issuance of the Apis Token ICO. The Expense account is not permitted to sell its tokens for 12 months from 

first issuance.  

Address: GBPAZY54W3PCDNUTOUO4CQM2FSE6Y53MIHXH2YC74DRSNG4ZXY4K4J3M 

Tokenholder Accounts: Each Tokenholder can use their existing Stellar accounts or create a new one, to 

receive Apis Tokens, and from which they can buy, sell, or redeem additional tokens. In order to receive 

Tokens, Tokenholder Accounts will establish a trustline to the APIS asset on apiscapitalfunds.com (which 

is secured to ensure that no one can impersonate Apis Capital and issue fraudulent Apis Tokens). 

Issuer and Fund Roadmap  

Phase 1:  Tokenholders send BTC, ETH, XLM or Fiat to the Fund’s wallet. Each transaction is 

publicly recorded on its respective blockchain. Once the funds are received, they are directly invested in 

the ACM Market Neutral Volatility Strategy. 

 
 

Phase 2:  Apis Tokens will be distributed to the wallet addresses of the Tokenholders from phase 
1. The location of all tokens can be monitored on the Stellar blockchain. 
 
Accepting an Apis Token on Stellar is very simple and only requires two steps. 
 
Step 1: Create a Stellar Wallet 

Creating a Stellar Wallet is simple and can be done through a number of Stellar access points, 

such as StellarPort, Stellar Term, Interstellar etc. Here is a simple walkthrough of creating a Stellar 

Wallet.  

Step 2: Set the Wallet to Accept the Apis Token  

https://youtu.be/tOhnoRJl3v4
https://youtu.be/tOhnoRJl3v4
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After a Stellar Wallet is created, it must be funded with at least 2.5 XLM to activate it, and a 

“TrustLine” established to the “APIS” Token (making sure it is issued from apiscapitalfunds.com). Here is 

a simple walkthrough of how to accept an Apis Token on StellarPort.  

 
 

Phase 3. Tokens can be freely traded between Tokenholders on the Stellar blockchain, including 

the native StellarPort Decentralized Exchange, as well as other exchanges such as White Company 

Capital and similar major exchanges.  

 

 
 

Phase 4: On a monthly basis, the net profits (those above the previous high-water mark) from 

the Strategy will allocated to the Investment Balance of the Apis Token, thus increasing the redemption 

https://youtu.be/SYfVABEZbZ4
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value of each Apis Token. The Apis Token will also publish the performance of the Fund in a secure and 

publicly visible manner. There will be no subtraction of management or incentive fees.  

Every 12 months, or sooner, at the discretion of the managers, a redemption event will occur which will 

give Tokenholders the opportunity to redeem their tokens for their proportionate share of the fund’s 

assets. Following such exchange, the Apis Tokens will no longer be outstanding.  

 

 
 

Apis Token Blockchain Mechanics 

Every time a Token is exchanged, the transaction is recorded on the Stellar blockchain. This allows the 

Issuer to track the location of all Tokens without major administrative overhead costs. In addition to 

recording transactions, the contents of the smart contract are public, which provides Tokenholders 

transparency around how many tokens are in circulation and how many addresses are in possession of 

these tokens. Issuer will provide a ninety (90) day notice ahead of the regularly scheduled redemption 

periods. The first redemption period will occur 12 months after the completion of the public sale to non-

U.S. persons. Upon receiving the redemption period notice, Tokenholders who wish to redeem their 

tokens must submit their redemption requests no later than sixty (60) days before the redemption date. 

On the redemption date, Tokenholders can exchange their Tokens for their proportional net asset value 

of Issuer’s interest in the Fund at the redemption date. After a Token is redeemed, it will be taken out of 

circulation and will no longer be outstanding.  

Tokens sold only to Non-US Investors 

The Tokens may only be offered, sold, resold or otherwise transferred to non-U.S. Persons (as defined in 

Regulation S under the Securities Act of 1933, as amended (“Regulation S”)) in an offshore transaction (as 

defined in Regulation S) and may only be offered, sold, resold or otherwise transferred in full compliance 

with all applicable foreign laws (“Transfer Restriction”). As a condition precedent to any transfer of any of 

the Tokens, the any initial purchaser (and any subsequent holder) shall require that any subsequent 

purchaser, holder, or transferee of Tokens covenant not to offer, sell, resell, or otherwise transfer the 

Tokens to any U.S. Persons and to comply with the Transfer Restriction (the “Transfer Prerequisite”). Any 

action that is in violation of the Transfer Restriction and the Transfer Prerequisite shall be void ab initio. 
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No regulatory authority has examined or approved any information set forth in this White Paper. No such 

action has been or will be taken under the laws, regulatory requirements, or rules of any jurisdiction. The 

publication, distribution, or dissemination of this White Paper does not imply that applicable laws, 

regulatory requirements, or rules have been complied with. Tokens may be impacted by regulatory action, 

including potential restrictions on the ownership, use, or possession of such tokens. 

Initial Token Allocations 

There will be five investment phases for the Token: 

 

1) The private pre-sale: From May 1st to May 31st will be by invitation only. The Offering Price 

will be $0.80 per APIS Token and all funds collected will be invested in the Fund as of June 

1st, and Tokens for investments made during this phase will be issued on that day. 

2) The public pre-sale: From June 1st to June 30th will be open to the public through 

registration. The Offering Price will be $0.90 per APIS token. All funds collected will be 

invested in the Fund as of July 1st and Tokens for investments made during this phase will 

be issued on that day.  

3) The pre-ICO phase: From July 1st to July 31st will be open to the public. The Offering Price 

will be the $0.95 per APIS token.  All funds collected will be invested in the Fund as of 

August 1st and Tokens for investments made during this phase will be issued on that day.  

4) The ICO phase: From August 1st to August 31st will be open to the public. The Offering 

Price will be the $1.00 per APIS token. All funds collected will be invested in the Fund as 

of September 1st and Tokens for investments made during this phase will be issued on 

that day 

5) Ongoing subscription phase: From September 1st onwards, until the Hard Cap is reached, 

will be available to the public. The Token will be priced at an “Offering Price” determined 

by the Manager at the beginning of the month and adjusted +/- for the performance of 

the Fund during the month. The funds collected will be invested on the 1st day of the next 

month and Tokens issued to Tokenholders on that day.  

The Token will have a hard cap of $50 million, to ensure that all the capital raised can be effectively 

deployed by the Fund to generate profits.  

Other than the tokens initially allocated to the Manager, the Issuer will not collect management 

(administrative) or incentive (performance) fees from investors or Tokenholders after Tokens are 

distributed. While traditional funds typically charge an annual management fee of 2% plus an additional 

20% based on performance to cover administrative and overhead costs, the Manager will not do so. For 

each Token purchased by Tokenholders, 0.15 Tokens will be allocated to the Manager and 0.05 Tokens 

will be allocated to administrative expenses. As a result, on an ongoing basis, 80% of all allocated Tokens 

will be issued to Tokenholders, 15% will be issued to the Manager and 5% will be issued to an 

Administrative Expenses Account. This works to incentivize the management team to produce superior 

and consistent results, as they similarly benefit from the appreciation of the tokens as a result of the 

performance of the Fund.  
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The Manager will initially cover all legal fees, administrative costs, token offering costs, development, 

external security audits, and general marketing expenses. This represents an excellent value proposition 

to Tokenholders, who typically have to pay such fees directly out of the profits of the fund. To reimburse 

the Manager for fronting these costs, 5% of all Tokens issued will be allocated to the Manager. These 

funds will not go towards team’s salaries, nor will they be invested in the Fund’s assets.  

Additionally, Issuer will allocate 15% of the Tokens to the Manager and advisors. This provides 

compensation for the management of the Fund, and directly aligns the interests of the team with those 

of the Tokenholders, ensuring that they only get compensated if the Fund and Tokens perform well.  

Distribution of Profits 

Each month, as soon as practical after the close of the month the Issuer will publish, securely yet publicly 

visible, the performance of the Fund, as calculated by the Fund’s administrator, Tower Fund Services. 

The profits will be distributed to the Investment Balance of Apis Token Ltd, to which the Apis Tokens are 

entitled, thus increasing the value of each Apis Token. For example, if there are 10,000,000 Apis Tokens 

in existence and the Investment Balance is $20,000,000, each Apis Token is worth $2.00 at redemption. 

If, however, there are $3,000,000 in profits distributed to the Investment Balance, bringing it to 

$23,000,000, the redemption value of each Apis Token increases to $2.30. 

Token Redemption 

The Fund will set regular redemption dates at 12-month intervals, or more frequently. The first interval 

will be no more 12 months after the completion of the public sale, and maybe be subject to certain 

restrictions such as minimum of maximum aggregate redemption amounts (“Gate”). At each redemption 

date, Tokenholders will have 60 days-notice to indicate their redemption intent. The sum of all the tokens 

requesting redemption will be added, and the corresponding portion of the Fund’s assets will be 

liquidated into XLM and distributed pro-rata to each token holder address requesting redemption. The 

Tokenholders will submit their redemption request, send in the Tokens to the designated redemption 

address, and receive XLM in the amount equivalent to the assets of the Fund that their tokens represent.  

Tokenholders that choose to redeem Tokens in excess of a certain threshold can also choose to receive 

their redemption in fiat currency, as well as BTC or ETH. Redemptions in $USD, GBP, EURO, JPY and 
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multiple other currencies will be supported, with redemptions being issued as domestic or international 

wire transfer directly to the bank account specified by the redeeming Tokenholder.  

NOTE: Issuer will perform know your customer (“KYC”) and anti-money laundering (“AML”) through a 

third-party compliance provider(the same KYC/AML processes for buying tokens) upon Token 

redemption. Subsequent transferees will also be required to comply with applicable KYC and AML 

requirements. 

Cayman Islands 

The Issuer is not subject to any income, withholding or capital gains taxes in the Cayman Islands. The only 

taxes which will be chargeable on the Issuer in the Cayman Islands are nominal amounts payable to the 

Registrar of Companies. 

Token-holders will not be subject to any income, withholding or capital gains taxes in the Cayman Islands 

with respect to their Tokens and dividends received on those Tokens, nor will they be subject to any 

estate or inheritance taxes in the Cayman Islands. There are no exchange controls in the Cayman Islands. 

The Cayman Islands and the Foreign Account Tax Compliance Act 

US Requirements 

The Foreign Account Tax Compliance Act (FATCA) provisions of the Hiring Incentives to Restore 

Employment Act (HIRE Act) provide that Issuer must disclose the name, address and taxpayer 

identification number of certain United States persons that own, directly or indirectly, an interest in 

Issuer, as well as certain other information relating to any such interest, pursuant to the terms of the 

intergovernmental agreement between the United States and the Cayman Islands (US IGA) and 

implementing legislation and regulations which have been adopted by the Cayman Islands. If Issuer fails 

to comply with these requirements, then a 30% withholding tax will be imposed on payments to Issuer 

of United States source income and proceeds from the sale of property that could give rise to United 

States source interest or dividends. The withholding tax provisions of FATCA took effect on July 1, 2014 

other than in relation to proceeds from the sale of property, in which case they have been postponed to 

January 1, 2019. Although Issuer will attempt to satisfy the obligations imposed on them to avoid the 

imposition of this withholding tax, no assurance can be given that Issuer will be able to satisfy these 

obligations. In this regard, Issuer may require Tokenholders to provide any documentation or other 

information regarding the Tokenholders and their beneficial owners that Issuer determines is necessary 

or desirable for Issuer to avoid the withholding tax and otherwise comply with the HIRE Act. If Issuer 

becomes subject to a withholding tax as a result of the HIRE Act, the value of Tokens held by all 

Tokenholders may be materially affected. The Cayman Islands legislation requires Issuer to make an 

annual report to the Cayman Islands Tax Information Exchange Authority (Cayman TIA). Any information 

provided by Issuer to the Cayman TIA will be shared with the Internal Revenue Service of the United States. 

Other Intergovernmental Agreements 

It is possible that further inter-governmental agreements (future IGAs) similar to the US IGA may be 

entered into with other third countries by the Cayman Islands Government to introduce similar regimes 

for reporting to such third countries' fiscal authorities. 

OECD Multilateral Competent Authority Agreement 
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Over 90 countries have signed the OECD Multilateral Competent Authority Agreement and Common Reporting 

Standard (CRS) for the implementation of the automatic exchange of tax information based on the OECD's 

Multilateral Convention on Mutual Administrative Assistance in Tax Matters. The CRS is similar in form and 

substance to the US IGA and applies in respect of each “participating jurisdiction” (as identified in a list published 

by the Cayman TIA). On 16 October 2015, the Cayman Islands passed into law the Tax Information Authority 

(International Tax Compliance) (Common Reporting Standard) Regulations, 2015, as amended (CRS 

Regulations). As a result of this, Cayman Islands financial institutions, including Issuer, have substantially 

expanded international tax compliance obligations and will have substantially expanded reporting obligations 

from 2017, with the first reporting deadline under the CRS Regulations being May 31, 2018. 

By investing (or continuing to invest) in Issuer, Tokenholders shall be deemed to acknowledge that: (i) 

Issuer (or its agent) may be required to disclose to the Cayman TIA certain confidential information in 

relation to the investor, including, but not limited to, the investor's name, address, tax identification 

number (if any), social security number (if any) and certain information relating to the investor's 

investment; (ii) the Cayman TIA may be required to automatically exchange information as outlined above 

with the IRS, HM Revenue & Customs, the United Kingdom tax authority (HMRC) and other fiscal 

authorities (Competent Authorities) of CRS “participating jurisdictions”; (iii) Issuer (or its agent or 

delegate) may be required to disclose to the IRS, HMRC and other Competent Authorities certain 

confidential information when registering with such authorities and if such authorities contact Issuer (or 

its agent or delegate directly) with further enquiries; (iv) Issuer may require the investor to provide 

additional information and/or documentation which Issuer may be required to disclose to the Cayman 

TIA; (v) in the event a Token purchaser does not provide the requested information and/or documentation 

and/or has not itself complied with the applicable requirements, whether or not that actually leads to 

compliance failures by Issuer, or a risk of Issuer or its Tokenholders' being subject to withholding tax under 

the relevant legislative or inter-governmental regime, Issuer reserves the right to take any action and/or 

pursue all remedies at its disposal, including, without limitation, compulsory Token return or withdrawal 

of the investor concerned; and (vi) no investor affected by any such action or remedy shall have any claim 

against Issuer (or its agent or delegate) for any form of damages or liability as a result of actions taken or 

remedies pursued by or on behalf of Issuer in order to comply with any of the US IGA, the CRS Regulations 

or any future IGAs or agreements, laws or regulations entered into or implemented by the Cayman Islands 

for the purpose of ensuring and/or enhancing international tax transparency. 

Other Jurisdictions 

It is possible that certain dividends, interest and other income received by Issuer from sources within 

certain countries may be subject to withholding taxes imposed by such countries. Issuer may also be 

subject to capital gains taxes or other taxes in some of the countries where it purchases and sells securities 

or otherwise conducts business. It is impossible to predict in advance the rate of tax that will be paid since 

the amount of the assets of Issuer to be invested in various countries is uncertain. 

Disclaimer 

This presentation describes an offering of Tokens. The following is not intended as investment advice. 

Potential Tokenholders should thoroughly review this White Paper and the Appendix for Supplemental 

Risks for a complete discussion of terms and risks. Please read additional disclaimer information at the 

end of the presentation.  
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This White Paper is for information purposes only and may be subject to change. This White Paper does 

not constitute an offer or solicitation to sell securities. Any such offer or solicitation will be made only by 

means that are in compliance with applicable securities and other laws. No information or opinions 

presented herein are intended to form the basis for any purchase or investment decision, and no specific 

recommendations are intended. Accordingly, this White Paper does not constitute investment advice or 

counsel or a solicitation for investment in any token. This White Paper does not constitute or form part 

of, and should not be construed as, any offer for sale or subscription of, or any invitation to offer to buy 

or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any 

connection with, any contract or commitment whatsoever. Apis Token Ltd. and its affiliates (collectively, 

“Apis Token” or the “Issuer”) expressly disclaims any and all responsibility for any direct or consequential 

loss or damage of any kind whatsoever arising directly or indirectly from: (a) reliance on any information 

contained in this White Paper; (b) any error, omission or inaccuracy in any such information; and (c) any 

action resulting therefrom. 

The Issuer cannot guarantee the accuracy of the statements made or conclusions reached in this White 

Paper. The Issuer does not make, and expressly disclaims, all representations and warranties (whether 

express or implied by statute or otherwise). This White Paper does not constitute advice, nor a 

recommendation, by the Issuer, its officers, directors, managers, employees, agents, advisors, or 

consultants, or any other person to any recipient of this White Paper. This White Paper may contain 

references to third-party data and industry publications. As far as the Issuer is aware, the information 

reproduced in this White Paper is materially accurate and such estimates and assumptions therein are 

reasonable. However, there are no assurances as to the accuracy or completeness of such reproduced 

information. Although information and data reproduced in this White Paper is believed to have been 

obtained from reliable sources, the Issuer did not independently verify any of the information or data 

from third party sources referred to in this White Paper or the underlying assumptions relied upon by 

such sources. 

The Issuer makes no promises of future performance or value with respect to its proposed business 

operations or the Tokens, including no promises of inherent value, no promises of payments, and no 

guarantees that Tokens will hold any particular value. Unless prospective participants fully understand, 

comprehend, and accept the nature of the Issuer’s proposed business and the potential risks inherent in 

Tokens, they should not participate in the Issuer’s sale of Tokens. 

Regulators or other authorities may demand that the Issuer revise the mechanics and functionality of 

Tokens and the Issuer’s proposed operating model to comply with regulatory requirements or other 

governmental or business obligations. The distribution or dissemination of this White Paper or any part 

thereof may be prohibited or restricted by the laws, regulatory requirements, and rules of any jurisdiction. 

In the case where any restriction applies, you are to inform yourself about, and to observe, any restrictions 

which are applicable to your possession of this White Paper or such part thereof (as the case may be) at 

your own expense and without any liability to the Issuer. Persons to whom a copy of this White Paper has 

been distributed or disseminated, provided access to, or who otherwise have this White Paper in their 

possession shall not circulate it to any other persons, reproduce, or otherwise distribute this White Paper 

or any information contained herein for any purpose whatsoever nor permit or cause the same to occur. 
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SUPPLEMENTAL RISK APPENDIX 

Risks Related to the Underlying Fund 

 
Purchase of Tokens involves a number of significant risks.  The risk factors set forth below are those that, at the date of the White 

Paper, the Manager deems to be the most significant.  The following is not intended to be a complete description or an exhaustive 

list of risks.  Other factors ultimately may affect a Tokenholder’s indirect interest in the Fund in a manner and to a degree not now 

foreseen.  Prospective Tokenholders should carefully consider, in addition to the matters set forth elsewhere in the White Paper, 

the factors discussed below.  A Tokenholder’s indirect interest in the Fund should form only a part of a complete investment 

program, and a Tokenholder must be able to bear the loss of its entire investment.  Prospective Tokenholders should also consult 

with their own financial, tax and legal advisors regarding the suitability of this investment. Capitalized terms herein are defined 

herein, in the White Paper or in the Fund’s Limited Partnership Agreement (as the same may be amended, supplemented or revised 

from time to time, the “Partnership Agreement”). 

General 
 

General Investment Risks.   
The Fund’s success, and therefore success of the Token, depends on the Manager’s ability to implement its investment strategy 

in the Fund.  Any factor that would make it more difficult to execute timely trades, such as a significant lessening of liquidity in a 

particular market, may also be detrimental to profitability.  No assurance can be given that the investment strategies to be used 

by the Fund will be successful under all or any market conditions.  

Prices of the securities and other instruments in which the Fund invests may be unavailable.  Market movements are difficult to 

predict and are influenced by, among other things, government trade, fiscal, monetary and exchange control programs and 

policies; changing supply and demand relationships; national and international political and economic events; changes in interest 

rates; and the inherent volatility of the marketplace.  In addition, governments from time to time intervene, directly and by 

regulation, in certain markets, often with the intent to influence prices directly.  The effects of governmental intervention may 

be particularly significant at certain times in the financial instrument and currency markets, and such intervention (as well as 

other factors) may cause these markets and related investments to move rapidly. 

No Assurance of Investment Return.   
There is no assurance that the Fund will be able to generate returns on its investments or that any returns will be commensurate 
with the risks of investing in the type and transactions described herein. Furthermore, there is no assurance that if the Fund does 
achieve returns on its investments, such returns will either be reflected in the trading price of Tokens or that Tokenholders will 
realize any of such returns. There can be no assurance that expected returns for the Tokenholders will be achieved, or that they 
will receive a return of their invested capital. An investment in Tokens should only be considered by persons who can afford a 
loss of their entire investment. The Fund’s investments, by their nature, involve a high degree of financial risk. Such investments 
may expose the Fund’s assets to the risks of material financial loss, which may in turn adversely affect the trading price of Tokens. 
 

Investment and Trading Risks.   
All investments involve the risk of a loss of capital.  The Manager believes that the Fund’s investment program and its research 

and risk-management techniques moderate this risk through the careful selection of securities and other financial instruments.  

No guarantee or representation is made that the Fund’s investment program will be successful, and investment results may vary 

substantially over time.  The Fund’s investment program will utilize such investment techniques as option transactions, limited 

diversification, margin transactions, short sales and futures contracts, which practices can, in certain circumstances, maximize 

the adverse impact to which the Fund may be subject.   

Instruments Traded 

 
Equity Securities.   

The value of the equity securities held by the Fund are subject to market risk, including changes in economic conditions, growth 

rates, profits, interest rates and the market’s perception of these securities.  While greater potential for long-term growth, equity 

securities are more volatile and more risky than some other forms of investment. 

Option Transactions.   
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The purchase or sale of an option by the Fund involves the payment or receipt of a premium payment and the corresponding 

right or obligation, as the case may be, to either purchase or sell the underlying investment for a specific price at a certain time 

or during a certain period.  Purchasing options involves the risk that the underlying investment does not change in price in the 

manner expected, so that the option expires worthless and the investor loses its premium.  Selling options, on the other hand, 

involves potentially greater risk because the investor is exposed to the extent of the actual price movement in the underlying 

investment in excess of the premium payment received. 

Futures.   
Futures markets are highly volatile.  Investing in the futures markets involves being able to analyze correctly such markets, which 

are influenced by, among other things, changing supply and demand relationships, weather, governmental, agricultural, and 

commercial and trade programs and policies designed to influence commodity prices, world political and economic events, and 

changes in interest rates.  Moreover, investments in commodities, futures, and options contracts involve additional risks 

including, without limitation, leverage (i.e., margin is usually only Five Percent (5%) to Fifteen Percent (15%) of the face value of 

the contract and exposure can be nearly unlimited) and credit risk vis-à-vis the contract counterparty.  A futures position may be 

illiquid because certain commodity exchanges limit fluctuations in certain futures contract prices during a single day by 

regulations referred to as “daily price fluctuation limits” or “daily limits.”  Under such daily limits, during a single trading day no 

trades may be executed at prices beyond the daily limits.  Once the price of a particular futures contract increases or decreases 

by an amount equal to the daily limit, positions in the future can neither be taken nor liquidated unless traders are willing to 

effect trades at or within the limit.  This could prevent the Fund from promptly liquidating unfavorable positions and subject it to 

substantial losses. 

Exchange Traded Funds.  
The Fund may invest in ETFs.  ETFs are a recently developed type of investment security, representing an interest in a passively 

managed portfolio of securities selected to replicate a securities index, such as the S&P 500 Index or the Dow Jones Industrial 

Average, or to represent exposure to a particular industry or sector.  Unlike open-end mutual funds, the shares of ETFs and closed-

end investment companies are not purchased and redeemed by investors directly with the fund, but instead are purchased and 

sold through broker-dealers in transactions on a stock exchange.  Because ETF and closed-end fund shares are traded on an 

exchange, they may trade at a discount from or a premium to the net asset value per share of the underlying portfolio of 

securities.  As a relatively new type of security, the trading characteristics of ETFs may not yet be fully developed or understood 

by potential investors.  In addition to bearing the risks related to investments in equity securities, investors in ETFs intended to 

replicate a securities index bear the risk that the ETFs performance may not correctly replicate the performance of the index.  

Investors in ETFs, closed-end funds and other investment companies bear a proportionate share of the expenses of those funds, 

including management fees, custodial and accounting costs, and other expenses. Trading in ETF and closed-end fund shares also 

entails payment of brokerage commissions and other transaction costs. 

Currency Risk.   
The value of the Fund’s assets may be affected favorably or unfavorably by the changes in currency rates and exchange control 

regulations.  Some currency exchange costs may be incurred when the Fund changes investments from one country to another.  

Currency exchange rates may fluctuate significantly over short periods of time.  They generally are determined by the forces of 

supply and demand in the respective markets and the relative merits of investments in different countries, actual or perceived 

changes in interest rates and other complex factors, as seen from an international perspective.  Currency exchange rates can also 

be affected unpredictably by intervention by governments or central banks (or the failure to intervene) or by currency controls 

or political developments.  The Fund may seek to mitigate the risk of currency exchange fluctuation through the active and 

systematic use of currency hedges. 

Strategy Risks 

 
Systems Risks.  

The Fund depends on the Manager to develop and implement appropriate systems for the Fund’s activities. The Fund relies 

extensively on computer programs and systems to trade, clear and settle securities transactions, to evaluate certain securities 

based on real-time trading information, to monitor its portfolio and net capital, and to generate risk management and other 

reports that are critical to oversight of the Fund’s activities. The ability of its systems to accommodate an increasing volume of 

transactions could also constrain the Manager’s ability to manage the portfolio. In addition, certain of the Fund’s and the 

Manager’s operations interface with or depend on systems operated by third parties, including prime brokers and market 

counterparties and their respective sub-custodians, and other service providers, and the Fund or Manager may not be in a 
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position to verify the risks or reliability of such third-party systems. These programs or systems may be subject to certain defects, 

failures or interruptions, including, but not limited to, those caused by worms, viruses and power failures. Any such defect or 

failure could have a material adverse effect on the Fund. For example, such failures could cause settlement of trades to fail, lead 

to inaccurate accounting, recording or processing of trades, and cause inaccurate reports, which may affect the Fund’s ability to 

monitor its investment portfolio and its risks.  The Manager is not liable to the Fund for losses caused by systems failures or due 

to any breakdown in the means of the communication normally used to ascertain the value of the Fund’s investments or to 

conduct trading in such investments. 

Execution of Orders.  
The Fund’s trading strategies depend on the ability to establish and maintain an overall market position in a combination of 

financial instruments selected by the Manager. The Fund’s trading orders may not be executed in a timely and efficient manner 

due to various circumstances, including, without limitation, systems failures or human error attributable to employees, brokers, 

agents or other service providers. In such events, the Fund might only be able to acquire some, but not all, of the components of 

such position, or if the overall position were to need adjustment, the Fund might not be able to make such adjustment. As a 

result, the Fund would not be able to achieve the market position selected by the Manager, and might incur a loss in liquidating 

its position. 

Operational Risks.   
The volume and complexity of the Fund’s transactions may place substantial burdens on the Manager’s operational systems and 

resources, including those related to trade entry and execution, position reconciliation, corporate actions, marking procedures, 

finance, accounting, profit and loss reporting, internal management and risk reporting and funds transfers.  Human error, system 

failure or other problems with any of these processes could result in material losses or costs, which will generally be borne by the 

Fund. 

Short Selling.   
The Fund may engage in short selling as part of its general investment strategy.  Short selling involves selling securities that are 

not owned and borrowing the same securities for delivery to the purchaser, with an obligation to replace the borrowed securities 

at a later date.  Short selling allows the Fund to profit from declines in market prices to the extent such decline exceeds the 

transaction costs and the costs of borrowing the securities.  However, because the borrowed securities must be replaced by 

purchases at market prices in order to close out the short position, any appreciation in the price of the borrowed securities would 

result in a loss upon such repurchase.  The Fund’s obligations under its short sales will be marked to market daily and collateralized 

by the Fund’s assets held at the broker, including its cash balance and its long securities positions.  Because short sales must be 

marked to market daily, there may be periods when short sales must be settled prematurely, and a substantial loss would occur.  

Purchasing securities to close out the short position can itself cause the price of the securities to rise further, thereby exacerbating 

the loss.  Short-selling exposes the Fund to unlimited risk with respect to that security due to the lack of an upper limit on the 

price to which an instrument can rise. Short sales may be utilized to enhance returns and hedge the portfolio. The Fund anticipates 

that the frequency of short sales will vary substantially in different periods.  There are no prescribed limits to the amount of Fund 

assets that may be subject to short sales. 

Highly Volatile Instruments.   
The prices of financial instruments in which the Fund may invest can be highly volatile.  Price movements of option contracts in 

which the Fund's assets may be invested are influenced by, among other things, interest rates, changing supply and demand 

relationships, trade, fiscal, monetary and exchange control programs and policies of governments, and national and international 

political and economic events and policies.  The Fund is subject to the risk of failure of any of the exchanges on which its positions 

trade or of their clearinghouses. 

Failure of Broker-Dealers.   
Institutions, such as brokerage firms or banks, may hold certain of the Fund’s assets in “street name.”  Bankruptcy or fraud at one 

of these institutions could impair the operational capabilities or the capital position of the Fund.  In addition, as the Fund may 

borrow money or securities, the Fund will post certain of its assets as collateral securing the obligations (“Margin Securities”).  

The Fund’s broker generally holds the Margin Securities on a commingled basis with margin securities of its other customers and 

may use certain of the Margin Securities to generate cash to fund the Fund’s leverage, including pledging such Margin Securities.  

Some or all of the Margin Securities may be available to creditors of the Fund’s broker in the event of its insolvency.  The Fund’s 

broker has netting and set off rights over all the assets held by it (which may indirectly include amounts held for the Fund’s benefit 

in the special segregated bank account) to satisfy the Fund’s obligations under its agreements with the Fund’s broker, including 

obligations relating to any margin or short positions.   
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Future and past performance. 
The performance of the prior investments of the members of the Manager’s executive team may not be indicative of the Fund’s 

future results. While the Manager intends for the Fund to make investments that have estimated returns commensurate with 

the risks undertaken, there can be no assurance that targeted results will be achieved. Loss of principal is possible on any given 

investment. There can be no assurance that the Fund will achieve its investment objective over the long-term. 

Hedging policies/risks. 
The Fund may employ hedging techniques, including, but not limited to, short sales and put and call options, designed to reduce 

the risks of adverse movements in interest rates, securities prices and currency exchange. While such transactions may reduce 

certain risks, such transactions themselves may entail certain other risks. Thus, while the Fund may benefit from the use of these 

hedging mechanisms, unanticipated changes in interest rates, securities prices, or currency exchange rates may result in a poorer 

overall performance for the Fund than if it had not entered into such hedging transactions. For example, to complete a short sale, 

the Fund generally must borrow the securities from a third party in order make delivery to the buyer. The Fund will be obligated 

to return securities equivalent to those borrowed at any time on demand of the lender of the securities borrowed by purchasing 

them at the market price at the time of replacement. Theoretically, short selling may be subject to unlimited risk of loss because 

there may be no limit on how much the price of a security may appreciate before the short position is closed. As a hedging 

technique, the Fund may also purchase exchange-listed and over-the-counter put and call options on specific securities or write 

and sell covered or uncovered call and put option contracts. Use of put and call options may result in losses to the Fund, force 

the sale or purchase of portfolio securities at inopportune times or for prices higher than (in the case of put options) or lower 

than (in the case of call options) current market values, limit the amount of appreciation the Fund can realize on its investments 

or cause the Fund to hold a security it might otherwise sell. For example, a decline in the market price of a particular security 

could result in a complete loss of the amount expended by the Fund to purchase a call option (equal to the premium paid for the 

option and any associated transaction charges). An adverse price movement may result in unanticipated losses with respect to 

covered options sold by the Fund. The use of uncovered option writing techniques may entail greater risks of potential loss to 

the Fund than other forms of options transactions. 

Ultimate fund size. 
The number of investments and potential profitability of the Fund could be affected by the amount of funds at its disposal, and, 

in the event the Fund obtains less than the target amount of capital for investment, the Fund’s investment return might be 

affected to a greater degree by errors in investment decisions than the investment returns of other entities with greater 

capitalization. 

Management Risks 

 
Reliance on the Manager.   

All decisions regarding the management and affairs of the Fund and Issuer will be made exclusively by the Manager.  Accordingly, 

no Tokenholder should invest in the Issuer unless such Tokenholder is willing to entrust all aspects of management of the Fund 

and Issuer to the Manager.  Tokenholders will have no right or power to take part in the management of the Fund. As a result, 

the success of the Fund for the foreseeable future depends solely on the abilities of the Manager.  

Dependence on Key Personnel.   
The Manager is dependent on the services of the Principal, and there can be no assurance that it will be able to retain the Principal, 

whose credentials are described under the heading “Executive Team.” The departure or incapacity of the Principal could have a 

material adverse effect on the Manager’s management of the investment operations of the Fund. 

Discretionary Decision-Making May Result in Missed Opportunities.  
The Fund’s trading strategies do involve some discretionary aspects. Discretionary decision-making may result in failure to 

capitalize on certain price trends or unprofitable trades in a situation where a strictly systematic approach might not have done 

so. 

Proprietary Nature of Investment Strategy.   
All documents and other information concerning the Fund’s portfolio of investments will be made available to the Fund’s auditors, 

accountants, attorneys and other agents in connection with the duties and services performed by them on behalf of the Fund. 

However, because the Manager’s investment techniques may be proprietary, the Partnership Agreement will provide that neither 

the Fund nor any of its auditors, accountants, attorneys or other agents will disclose to any person, including investors in the 
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Fund, any of the investment techniques employed by the Manager in managing the Fund’s investments or the identity of specific 

investments held by the Fund at any particular time. 

Limitations on Liability and Indemnification.  
The Partnership Agreement provides that the Manager and any of its respective affiliates, shareholders, members, partners, 

managers, directors, officers and employees, agents and representatives and the legal representatives of any of them (each, an 

“Indemnified Party”), shall not be liable, responsible nor accountable in damages or otherwise to the Fund or Limited Partners, 

including the Issuer, or to any successor, assignee or transferee of the Fund or of any Limited Partner, for (i) any acts performed 

or the omission to perform any acts, within the scope of the authority conferred on such Indemnified Party by the Partnership 

Agreement, except by reason of acts or omissions found by a court of competent jurisdiction upon entry of a final non-appealable 

judgment to have been made in bad faith or to constitute fraud, willful misconduct or gross negligence; (ii) performance by such 

Indemnified Party of, or the omission to perform, any acts on advice of legal counsel, accountants, or other professional advisors 

to the Fund; (iii) the negligence, dishonesty, bad faith, or other misconduct of any consultant, employee, or agent of the Fund, 

including, without limitation, an affiliate of the Manager, selected or engaged by such Indemnified Party with reasonable care 

and in good faith; or (iv) the negligence, dishonesty, bad faith, or other misconduct of any Person in which the Fund invests or 

with which the Fund participates as a partner, joint venturer, or in another capacity, which was selected by such Indemnified 

Party with reasonable care and in good faith.  No Indemnified Party shall be liable to the Fund or to any Partner, or any successors, 

assignees, or transferees of the Fund or any Partner, for any loss, damage, expense, or other liability due to any cause beyond its 

reasonable control, including, but not limited to, strikes, labor troubles, riots, fires, blowouts, tornadoes, floods, bank moratoria, 

trading suspensions on any exchange, acts of a public enemy, insurrections, acts of God, acts of terrorism, failures to carry out 

the provisions hereof due to prohibitions imposed by law, rules, or regulations promulgated by any governmental agency, or any 

demand or requisition by any government authority.  

Furthermore, to the fullest extent permitted by law, the Fund, in the Manager’s sole discretion, shall indemnify and hold harmless 
each Indemnified Party from and against any loss, liability, damage, cost or expense suffered or sustained by an Indemnified Party 
by reason of (i) any acts, omissions or alleged acts or omissions arising out of or in connection with the Fund, the Partnership 
Agreement or any investment made or held by the Fund (including, without limitation, any judgment, award, settlement, 
reasonable attorneys’ fees and other costs or expenses incurred in connection with the defense of any actual or threatened 
action, proceeding, or claim), provided that such acts, omissions or alleged acts or omission upon which such actual or threatened 
action, proceeding or claim are based are not found by a court of competent jurisdiction upon entry of a final non-appealable 
judgment to have been made in bad faith or to constitute fraud, willful misconduct or gross negligence by such Indemnified Party, 
or (ii) any acts or omissions, or alleged acts or omissions, of any broker or agent of any Indemnified Party, provided that such 
broker or agent was selected, engaged or retained by the Indemnified Party in accordance with reasonable care.  

 
The Partnership Agreement also provides that the Fund will, in the sole discretion of the Manager, advance to any Indemnified 
Party attorneys’ fees and other costs and expenses incurred in connection with the defense of any action or proceeding which 
arises out of such conduct.   
 

Other activities of the Manager and its affiliates. 
The Manager, certain of its personnel or affiliates may in the future serve as investment manager for other investment funds and 
investment accounts, including those with substantially the same investment objectives as the Fund’s (which may pursue its 
investment activities by contributing its assets to the Fund), and also including additional investment funds and/or client accounts 
with investment objectives that differ in some respects to the Fund’s investment objective. An affiliate of the Manager currently 
also manages other funds, including [Insert name of other funds], with similar investment strategies to the Fund, and may form 
successors thereto or other investment funds, and the Manager’s personnel and affiliates will also devote time to such funds. 
Neither the Manager nor any of its personnel or affiliates is obligated to make any particular investment opportunity available to 
the Fund, and they may take advantage of any opportunity, either for other accounts the Manager, its personnel or affiliates 
manages or for themselves. Differences in compensation arrangements among investment funds managed by the Manager, its 
personnel or affiliates and the fact that such persons may participate in the profits of other investment funds may create 
incentives for the Manager and its personnel to manage the Fund so as to favor those other funds. 
 

Other Risks 

 
No Operating History.   

The Issuer is a recently formed entity and has no operating history upon which prospective Tokenholders can evaluate its likely 

performance.  There can be no assurance that the Fund will achieve its investment objective. 
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Risk of Loss.   
A Tokenholder could incur substantial, or even total, losses on an indirect investment in the Fund. An investment in the Fund is 

only suitable for persons willing to accept this high level of risk. 

Effect of Substantial Withdrawals.   
Substantial redemptions by a Limited Partner or Tokenholder within a short period of time could require the Fund to liquidate its 

investments more rapidly than would otherwise be desirable, possibly reducing the value of the Fund’s assets and/or disrupting 

the Fund’s investment strategies.  Reduction in the Fund’s size could make it more difficult to generate a positive return or to 

recoup losses due to, among other things, reductions in the Fund’s ability to take advantage of particular investment 

opportunities or decreases in the ratio of its income to its expenses. 

Suspension of Withdrawals and Deferment of Withdrawal Proceeds.   
In certain circumstances, the Manager, in its sole and absolute discretion, may suspend the valuation of the Fund’s assets, the 

right or obligation to honor withdrawal requests (including the right to receive withdrawal proceeds), and/or extend the period 

for payment on withdrawal.  In addition, the Manager may suspend the right of withdrawal or postpone the date of payment for 

any period during which there is an extraordinary circumstance as determined in good faith by the Manager.   

Contingency Reserves.  
Under certain circumstances, the Fund may find it necessary to set up one or more reserves for contingent or future liabilities or 

valuation difficulties and, upon withdrawal by a limited partner, withhold a portion of that limited partner’s withdrawal proceeds.  

This could happen, for example, if the Fund or the issuer of portfolio securities were involved in a dispute regarding the value of 

its assets, in litigation, or subject to a tax audit at the time the withdrawal request would otherwise be satisfied. 

Lack of Insurance.  
The assets of the Fund are not insured by any government or private insurer except to the extent portions may be deposited in 

bank accounts insured by the Federal Deposit Insurance Corporation or with brokers insured by the Securities Investor Protection 

Corporation and such deposits and securities are subject to such insurance coverage. Therefore, in the event of the insolvency of 

a depository or custodian, the Fund may be unable to recover all of its funds or the value of its securities so deposited. 

Regulations Under Investment Company Act of 1940.  
The Fund’s operations are similar to an investment company as defined under the Investment Company Act, because the Fund 

engages in the business of purchasing securities for investment.  The Fund is currently not required to register under the 

Investment Company Act due to an exemption for an entity which is beneficially owned by not more than 100 persons and which 

does not intend to make any public offering of its securities. Accordingly, the provisions and extensive regulations of the 

Investment Company Act, which might otherwise govern the activities of the Fund, will not be applicable. 

Future Regulatory Change is Impossible to Predict.  
The securities markets are subject to comprehensive statutes, regulations and margin requirements.  In addition, the Securities 

and Exchange Commission and the exchanges are authorized to take extraordinary actions in the event of a market emergency, 

including, for example, the retroactive implementation of speculative position limits or higher margin requirements, the 

establishment of daily price limits and the suspension of trading.  The regulation of securities both inside and outside the United 

States is a rapidly changing area of law and is subject to modification by government and judicial action.  The effect of any future 

regulatory change on the Fund is impossible to predict, but could be substantial and adverse.  

Risks Related to the Token 

Capitalized terms herein are defined in the White Paper. 

The Issuer is subject to cyber security and data loss risks or other security breaches.  
The Issuer’s involves the storage and transmission of users’ proprietary information, and security breaches could cause a risk of 

loss or misuse of this information, and to resulting claims, fines, and litigation. The Issuer may be subjected to a variety of cyber-

attacks, which may continue to occur from time to time. Cyber-attacks may target the Issuer, their customers, suppliers, banks, 

credit card processors, delivery services, e-commerce in general or the communication infrastructure on which they depend. An 

attack or a breach of security could result in a loss of private data, unauthorized trades, an interruption of trading for an extended 

period of time, violation of applicable privacy and other laws, significant legal and financial exposure, damage to reputation, and 

a loss of confidence in security measures, any of which could have a material adverse effect on the Issuer’s financial results and 

business.  
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Furthermore, attackers can manipulate the cryptocurrency market. The price of cryptocurrencies, such as BTC and ETH, are set 

by several exchanges. If an exchange is attacked such that it is taken offline, traders can take advantage of price differences. 

Additionally, attackers can target platforms that buy and sell cryptocurrencies and digital wallets that hold cryptocurrencies. It is 

possible that such an attack could adversely affect the Fund’s investments and indirectly also the value of the Tokens. 

There is no existing trading market for the Tokens and an active trading market may not develop.  
The Tokens are a new issue of digital tokens for which there is no established public market. Although we intend to list the Tokens 
on cryptocurrency exchanges, there can be no assurance that such exchanges will accept the listing of Tokens or maintain the 
listing if it is accepted. There can be no assurance that a secondary market will develop or, if a secondary market does develop, 
that it will provide the holders with liquidity of investment or that it will continue for the life of the Tokens. The liquidity of any 
market for the Tokens will depend on a number of factors, including: (i) the number of Tokenholders; (ii) the Fund’s performance 
and financial condition; (iii) the market for similar digital tokens; (iv) the interest of traders in making a market in the Tokens; (v) 
regulatory developments in the digital token or cryptocurrency industries and (vi) legal restrictions on transfer. 
 
The digital token market is a new and rapidly developing market which may be subject to substantial and unpredictable 

disruptions that cause significant volatility in the prices of digital tokens. There is no assurance that the market, if any, for the 

Tokens will be free from such disruptions or that any such disruptions may not adversely affect a Tokenholder’s ability to sell its 

Tokens. Therefore, there is no assurance that Tokenholders will be able to sell Tokens at a particular time or that the price 

received upon sale will be favorable. 

Holders of Tokens will have no voting, management or control rights and may have conflicts of interest with the Fund’s limited 
partners.  
Tokens have no voting, management or control rights or other management or control rights in neither the Issuer nor the Fund 
and the Issuer has no voting rights or other management or control rights. Accordingly, the Manager will control decisions for 
the Fund that in other companies would require stockholder approval, including any significant corporate transactions, or the 
election to liquidate or terminate the Fund. 
 

Tokenholders will have no liquidation rights.  
Upon a liquidation, bankruptcy or other dissolution of the Fund, Tokenholders will not be entitled to liquidation rights, although 
the Fund and the Issuer intend to use commercially reasonable efforts to return any available proceeds following a liquidation, 
bankruptcy or other dissolution of the Fund to Tokenholders if such an event occurs. Furthermore, the Fund has no fixed 
termination date. 
 

Tokenholders Subject to LPA. 
As a Limited Partner in the Fund, the Issuer and therefore all Tokenholders are therefore indirectly subject to the terms and 

conditions of the Fund’s limited partnership agreement. 

Tax risks.  
The tax characterization of Tokens is uncertain and a subscriber should consult its own tax advisor regarding the consequences 
of an investment in Tokens. An investment in Tokens may result in adverse tax consequences to subscribers, including withholding 
taxes, income taxes (possibly prior to the receipt by a subscriber of any cash or other property from the Issuer) and tax reporting 
requirements. It is possible that the income of the Issuer and/or the Fund would be subject to significant amounts of income 
and/or withholding taxes. Each potential subscriber should consult with and must rely upon the advice of its own tax advisor with 
respect to the United States and non-U.S. tax consequences of an investment in Tokens. 
 

Lack of registration of the Tokens or the Issuer, Manager, or Fund.  
None of the Manager, the Issuer, the Fund or their affiliates or this Token offering is currently registered under (1) the U.S. 
Investment Advisers Act of 1940, as amended (the “Advisers Act”), (2) the Investment Company Act of 1940, as amended (the 
“Investment Company Act”), (3) the Securities Act, (4) the Securities and Exchange Act of 1934, as amended (the “Exchange Act”), 
or (5) under any other applicable non-U.S. or U.S. international, federal or state securities, commodity, derivative or other 
applicable legal or regulatory regime. Persons, instruments or offerings registered under the Advisers Act, the Investment 
Company Act, the Securities Act, the Exchange Act, as a U.S. broker-dealer and under other legal or regulatory regimes, as 
applicable, may be required to comply with a variety of disclosure, reporting, compliance and operating-related obligations and 
regulatory supervision intended to protect investors. So long as the Issuer or the Fund are not subject to such requirements, or 
if we fail to adequately comply with such requirements if applicable, you will not have the benefit of such subscriber protections 
and will not receive disclosure commensurate with that provided by registered entities. The Manager is expected to file with the 
Securities and Exchange Commission under the Advisers Act as an "Exempt Reporting Adviser." 
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If the Securities and Exchange Commission, U.S. Commodity Futures Trading Commission (the “CFTC”) or any other body were to 
require the registration of this Token offering, the Tokens or the Issuer, the Fund, the Manager or their respective affiliates under 
the Advisers Act, the Investment Company Act, the Securities Act, the Exchange Act or any other legal or regulatory scheme, as 
applicable, there can be no assurance that such persons would be able to timely comply with the requirements of such 
registration or at all. There is no assurance that the Issuer and the Fund may not become subject to the Investment Company Act, 
the Advisers Act, the Exchange Act, U.S. broker-dealer rules or other burdensome regulation either as a result of new or evolving 
laws and regulations and interpretations or existing laws, regulations and interpretations. Compliance with the disclosure, 
reporting, compliance and operating-related obligations of a registered entity or offering may be expensive and time-consuming, 
which may distract management from its investment and operating objectives, increase overhead expenses and decrease funds 
available for investments and the repurchase or redemption of Tokens. Such compliance may require the Issuer and/or the Fund 
to change the management and governance provisions outlined in this White Paper or the rights of Tokenholders.  
 
Any requirement for the Manager, the Issuer or the Fund or their affiliates to register under the Advisers Act, the Investment 
Company Act, the Securities Act, the Exchange Act, as a broker-dealer under U.S. securities laws, or under any other applicable 
federal or state securities, commodity, derivative or other applicable legal or regulatory regime, or any penalty for failure to do 
so, or any determination that this Token offering was not conducted in accordance with applicable laws and regulations, could 
subject such persons to civil or criminal penalties and fines, which could adversely impact the ability of the Manager, the Issuer, 
or the Fund to take the actions outlined in this  White Paper and conduct their business as described in this  White Paper, or at 
all. Furthermore, such a requirement, penalty or determination could adversely impact the rights, value and transferability of the 
Tokens and impair your ability to recover your investment in the Tokens. 
 

Developments in U.S. regulations and laws may alter and adversely affect Issuer’s business, Tokens, and blockchain assets and 
networks. 
As blockchain networks and blockchain assets have grown in popularity and in market size, non-U.S. and U.S. federal and state 
agencies have begun to take interest in, and, in some cases, regulate, their use and operation. In the case of virtual currencies, in 
the United States state regulators like the New York Department of Financial Services have created new regulatory frameworks. 
Other U.S. states, such as Texas, have published guidance on how their existing regulatory regimes apply to virtual currencies. 
Some U.S. states, such as New Hampshire and North Carolina, have amended their state’s statutes to include virtual currencies 
into existing licensing regimes. Treatment of virtual currencies continues to evolve under U.S. federal law as well. Both the 
Department of the Treasury and the Commodity Futures Trading Commission, for example, have published guidance on the 
treatment of virtual currencies like Bitcoin. The U.S. Internal Revenue Service released guidance treating Ether as property that 
is not currency for U.S. federal income tax purposes, although there is no indication yet whether other courts or federal or state 
regulators will follow this classification. Both federal and state agencies have instituted enforcement actions against those 
violating their interpretation of existing laws. 
 
For example, the CFTC has publicly taken the position that certain blockchain assets are commodities, and the SEC has taken the 
position that certain blockchain assets are securities. To the extent that a government or quasigovernmental agency exerts 
regulatory authority over a blockchain network or asset upon which the Issuer’s and the Fund’s business relies, their businesses 
and your investment in the Token may be adversely affected.  
 
Because of the differences between the Token and traditional investment securities, there is a risk that issues that might easily 
be resolved by existing law if traditional securities were involved may not be easily resolved for the Token. For example, there is 
little precedent on how existing law might treat the issue, fungibility, settlement finality, transfer, collateralization, sequestration, 
loan, hypothecation, redemption or other disposition of Tokens. There is also little precedent on how existing law might treat the 
rights and obligations between and among the Issuer and subscribers. The occurrence of any related issue or dispute could have 
a material adverse effect on the Fund’s business or the Token. New developments in the law may also adversely affect the 
treatment of the Token or the Issuer’s or the Fund’s business. 
 

You may not have the skills necessary to secure, trade, or collect distributions using Tokens.  
Participating in this Token offering requires technical skill beyond that of many subscribers. Securing, trading or collecting 
distributions relating to Tokens requires working knowledge of blockchain technology, blockchain assets and their attendant 
systems and processes. Similar knowledge of blockchain asset exchanges and other industry participants may be required. 
 

The loss or destruction of a private key required to access blockchain assets may be irreversible. The Issuer’s or your loss of access to 
private keys could have a material adverse effect on its business or the Tokens.  
Blockchain assets include, without limitation, Bitcoin, Ether and other cryptocurrencies, Tokens and other cryptographic tokens. 
Blockchain assets are controllable only by those who know the unique private cryptographic key relating to the network address 
at which the blockchain assets are held. The Fund and the Tokenholders are required by the operation of many blockchain 
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networks to publish the addresses concerning blockchain assets in use by them. To the extent a private key is lost, destroyed or 
otherwise compromised and no backup of the private key is accessible, the Fund or you may not be able to access the blockchain 
asset associated with the corresponding address and the private key will not be capable of being restored by the network. Any 
loss of private keys relating to digital wallets used to store blockchain assets could have a material adverse effect on the Fund’s 
business or you. 
 

The Smart Contract.  
The smart contract system concept, the underlying software application and software platform (i.e. the Stellar blockchain), is still 

in an early development stage and unproven. There is no warranty or assurance that the process for creating Tokens will be 

uninterrupted or error-free and there is an inherent risk that the software could contain defects, weaknesses, vulnerabilities, 

viruses, or bugs causing, inter alia, the complete loss of ETH contributions and/or Tokens. We do not endorse speculation in the 

price movement of Tokens. Potential Tokenholders without a legitimate understanding of our product are ineligible and should 

not participate. Additionally, there are other risks associated with your acquisition, storage, transfer and use of Tokens, including 

those that the Manager, the Fund, and/or the Issuer may not be able to anticipate. Such risks may further materialize as 

unanticipated variations or combinations of the risks set out in this White Paper. 

The nature of the Tokens means that any technological difficulties experienced by the cryptocurrency exchange, other exchange or 
peer-to-peer transfers, if developed, may prevent the access or use of a purchaser’s Tokens.  
Any cryptocurrency exchange or other exchange will be subject to the risk of technological difficulties that may impact trading of 

the Tokens, which include, without limitation, failures of any blockchain on which the Tokens or the cryptocurrency exchange or 

other exchange rely or the failure of smart contracts to function properly. Trading in the Tokens will depend on the operation 

and functionality of the applicable cryptocurrency exchange or other exchange and if such system were to fail for any reason, 

trading in the Tokens could be impossible until such failure was corrected and full functionality were restored and tested. Any 

such technological difficulties may prevent the access or use of the Tokens. This could have a material impact on the applicable 

cryptocurrency exchange or other exchange’s ability to execute or settle trades of the Tokens, to maintain accurate records of 

the ownership of the Tokens and to comply with obligations relating to records of the ownership of the Tokens and could have a 

material adverse effect on the holders of the Tokens. 

The Tokens have no history.  
The Tokens will be newly formed and have no operating history and are entirely novel in type. Tokenholders will not be able to 

compare them against other like instruments. An investment in the Tokens should be evaluated on the basis of the value and 

prospects of the Tokens, taking into account uncertainties as to the likelihood that the Tokens will be issued, and of the 

assessment of the prospects of the Fund’s business may not prove accurate, and the Fund may not achieve its objectives. Past 

performance of the Fund, or any similar token is not predictive of the Fund’s future results, the value and success of the Issuer’s 

Tokens or the ability of the Fund to ever pay dividends. 

Only certain persons and entities are able to acquire Tokens.  

Only limited categories of persons and entities may purchase Tokens. The Issuer and Fund expects that these limitations will 
limit liquidity in the Tokens, and the limitations may have a material adverse effect on the development of any trading market 
in the Tokens. The Tokens have not been registered under the Securities Act or any United States state securities laws or under 
the securities laws of any other jurisdiction and may not be offered or sold within the United States or to, or for the account or 
benefit of, U.S. persons except pursuant to an exemption from, or in a transaction not subject to, the registration requirements 
of the Securities Act and applicable U.S. state securities laws. In addition, in offshore transactions the Tokens may be purchased 
only by non-U.S. Persons in accordance with applicable restrictions under the securities laws of the jurisdictions in which they 
are sold. Generally, foreign securities laws restrict the categories of persons permitted to purchase securities, such as the 
Tokens, to specified classes of sophisticated investors. No action has been taken in any jurisdiction to permit a public offering of 
the Tokens. Moreover, in addition to legal restrictions, by acquiring Tokens, Tokenholders agree to additional transfer 
restrictions described in the White Paper. 

 

Consequently, it is expected that there will only be a limited number of Tokenholders, a purchaser of the Tokens and an owner 
of beneficial interests in those Tokens must be able to bear the economic risk of their investment in the Tokens indefinitely.  

 

The Tokens are not legal tender, are not backed by the government, and accounts and value balances are not subject to Federal 
Deposit Insurance Corporation or Securities Investor Protection Corporation (“SIPC”) protections. Any investment in the Tokens 
is made at the risk of the purchaser. 

 
The Tokens may be subordinate to existing and future indebtedness of the Issuer or Fund.  
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The Tokens may rank junior to all existing and future indebtedness of the Issuer or Fund and to other non-equity claims on the 
Issuer or Fund with respect to assets available to satisfy claims on the Issuer or Fund, including claims in liquidation. 
Additionally, unlike indebtedness, where principal and interest customarily are payable on specified due dates, in the case of 
Tokens, (1) dividends are payable only when, as, and if declared, (2) dividends will not accumulate if they are not declared, and 
(3) Issuer or Fund may be subject to restrictions on dividend payments and redemption payments out of lawfully available 
funds.  

 

In addition, if payment of a dividend on the Tokens for any period would cause the Issuer or Fund to fail to comply with any 
applicable law or regulation, the Issuer or Fund will not pay a dividend for such period and no dividend will accrue, accumulate 
or be payable for that dividend period. 

 

The Issuer or Fund’s ability to pay dividends depends upon the results of operations of its subsidiaries. There may be presently 
or in the future regulatory restrictions upon certain of the Issuer or Fund’s subsidiaries’ ability to make dividend or other 
payments to the Issuer or Fund. As a result, there can be no assurance that the Issuer or Fund will have sufficient funds 
available for the declaration of any dividend with respect to any dividend period. 
 

 


