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What is Blockchain?

* Distributed, digital ledger

» Continuously growing list of
records

e Stores information from
transactions

* Verified by the community
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What is Bitcoin?

Delivering on the Promise.

Bitcoin is a purely peer-to-
peer version of electronic
currency that allows online
payments to be sent directly
from one party to another
without going through a
financial institution.
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Why Bitcoin?

* Double-spending problem

* Bitcoin stores details of every transaction that ever
happened in the network in a huge version of a
ledger, called the blockchain

* Bitcoin "miners” process transactions and secure
the network using specialized computer hardware
through a “proof-of-work” system

© SKODA MINOTTI

Delivering on the Promise.



How Blockchain Works

How does blockchain work?

»>0®|....0@ 2 ...

- - -
A member initiates a transaction The transaction is broadcast to all The transaction is approved
members over a peer-to-peer network by the network

Approved transaction is locked,
time stamped, encrypted, o o o
and added to the ledger or "chain” fSeseseeswewes
of verified transactions \x'«o '
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Characteristics of Blockchain

 Decentralized

« Consensus =g =t
. [\ :./_,,«1 wf \‘ -\‘«\\

* Immutability \/ Iy

* Hash identifier NN X/

* Distributed ledger

“The blockchain will do to the financial system

what the internet did to media.”

— Joichi Ito, Neha Narula and Robleh Ali
(Harvard Business Review)
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Types of Blockchain

* Public blockchain

ethereum

* Private blockchain

* Consortium blockchain

© ' SKODA MINOTTI
- | CPA&s, BUSINESS & FINANCIAL OVISORS

Delivering on the Promise. i



Blockchain Security

» Blockchain manipulation
» Hash functions

« Cryptography
» Public and private keys

* Distributed ledger
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Smart Contracts and Blockchain

« Smart contracts are automated contracts that are
embedded in the blockchain

* Help exchange money,
property, shares or
anything of value,
conflict-free

 Avoids a middleman
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Blockchain Benefits

* Immutable

* Distributed ledger

* Lacks single point of failure
* No single-party control

» Efficient

* Reliable
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Blockchain Hurdles

 Technically complicated

 Lack of blockchain
developers/engineers

AlE

» Speed
* Expensive N

* Uncertainty in the
regulatory environment
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Where Can Blockchain Be Applied?

» Accounting

* Financial Services
* Healthcare

* Real Estate

« Manufacturing

© SKODA MINOTTI

Delivering on the Promise.



GOVERNMENT

Essentia develops world's 0_1

first blockchain solution
to manage international
logistics hub together

with Traffic Labs and the

Finnish Government essentia.one

IDENTIFICATION @
Voter registration is
being facilitated via
a blockchain project
in Switzerland

spearheaded by
Uport.

MOBILE PAYMENTS

The blockchain ?
ledger that Ripple

uses has been

latched onto by a

group of Japanese

banks, who will be

using it for quick
mobile payments. "pple
INSURANCE E

< ¥——o 1

A smart contract-
based blockchain is
being used by
Insurer American
International Group
Inc as a means of

saving costs and
increasing
transparency.

ENDANGERED SPECIES
PROTECTION

The protection of
endangered species
is being facilitated
via a blockchain
project that records
the activities of
these rare animals.

CARBON OFFSETS
IBM is using the g
Hyperledger Fabric
blockehain in China

to monitor carbon
offset trading

| HYPERLEDGER

ENTERPRISE

Ethereum's
blockchain can be

accessed as a K o
cloud-based service II f fmtus
courtesy of Azure

Microsoft Azure,

THE INTERNET
OF BLOCKCHAIN
FOUNDATION

50+ BLOCKCHAIN
REAL WORLD USES CASES

OOOO Qo

BORDER CONTROL

Essentia has devised a
barder control system
that would use
blockehain to store
passenger data in the
Netherlands.

essentia.one

SUPPLV CHAINS

Walmart
o A number of

heaithcare systems

that store data on the
blockchain have

IBM and Walmart have
partnered in China to
create a blockchain
project that will
monitor food safety,

HEALTHCARE

I e
MEDREC

been pioneered
including MedRec. i
SHIPPING

o Shipping is a natural =~ @
fit for blockchain,

and Maersk have
been trialling a
blockchainbased
project within the
maritime logistics
industry.

REAL ESTATE @
Blockchain is now

being used to

complete real

estate deals, the

first of which was

conducted in Kiev

by Propy.

M/ERSK

ENERGY %
Essentia is developing a

test project that will help
energy suppliers track the
distribution of their
resources in real time,
whilst maintaining data

confidentiality. essentia.one

LAND REGISTRY { )
o
Land registry titles

are now being stored

on the blockchain in
Georgia in a project
developed by the e
National Agency of PUBLIC
Public Registry. REGISTRY

COMPUTATION @
¢ Digital Currency
Group are helping
Amazon Web
Services examine

ways in which the
distributed ledger

L]
technology can help EDIGITAL
improve database CURRENCY
security. BI!OI.I.P

ADVERTISING

Exchange has been
experimen- ting with

blockchain as a
means of providing

New York Interactive
an ads marketplace

Advertising
for publishers NYIAX

BORDER CONTROL @
Essentia is developing a

blockchain project for
border contral that will
allow customs agents to
record passenger data
from an array of inputs

and safely store it. essentia.one

JOURNALISM @
Decentralized

journalism, as enabled
by blockchain
technology, has the
potential to prevent
censorship and
increase transparency,
as Civil has shown.

WASTE MANAGEMENT

Waltonchain is J
using RFID

technology to stare

waste management

data on the

blockchain in China.

ENERGY

Food importatien is
another industry
where blockchain is
proving its worth,
with Louis Dreyfus
Co trialling a
soybean importation
operation using this
technology.

LDC.

DIAMONDS

The De Beers Group °
is using blockchain
to track the
importation and
sale of diamonds.

FINE ART

By storing
certificates of
authenticity on the
blackchain, it's
possible to dramati-
cally reduce art
forgeries, as one
blockehain project is
proving.

a ¥

“De Brers

Grous ar Comeanits

NATIONAL SECURITY
For the past two "a @

years, the US
Department of
Homeland Security
has been using
blockchain ta record
and safely store data
captured from its
security cameras.

tourism econormy,
Hawaii is examining
ways in which
blockchain-based
cryplocurrencies can
be adopted
throughout the US
state.

TOURISM
In a bid to boost its

. TAXATION : y

In China, a tax-based ~
initiative is using
blockchain to store
tax records and
electronic invoices

led by Miaocai
Network.

ENERGY %
o Chile's National

Energy Commission
has started using
blockchain
technology as a way
of certifying data
pertaining to the
country's energy

CN=

usage as it seeks to COMISION
update its electrical NACIONAL
DE ENERGIA

infrastructure.

RAILWAYS @
Russian rail operator

Novotrans is staring
inventory data on a
blockchain
pertaining to repair
requests and rolling
stock

H&EEHﬁEﬁE

-©

ENTERPRISE

Google is building its
own blockchain
which will be
integrated into its
cloud-based services,
enabling businesses
to stare data on it, Gogle
and to request their d

own white label %

version developed | o A| habet
by Alphabet inc P

Music
Arbit is a blockchain-
based project led by

former Guns N Roses
.
arbit

drummer Matt

Sorum seeking a
fairer way to reward
musicians for their
creative efforts.

FISHING

¢ Blockchain
technology has been
used to provide a
transparent record
of where fish was
caught, as a means
of ensuring it was
legally landed




Blockchain and the

Accounting Industry

* Blockchain is here

» Big Four are investing/automating audits

 Audit trail

* Tracks ownership of assets

« Smart contracts — executed automatically

» Up-to-the-minute inventory records and tracking

* Elimination of month-end close
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Blockchain and the

Accounting Industry

« Other Advantages

» Reducing the potential for errors when reconciling complex and
disparate information from multiple sources

» Real-time accounting
» Freeing an auditor’s time to focus on more value-added services

» Decreasing the time it takes to complete an audit which, in turn,
eases the associated burden on clients

» Cash savings to clients from the reduction in audit testing
» Reducing fraudulent activities

» Increasing security against cyberattacks and hacking

helaaiting Aitlis B (©) | SKODA MINOTTI
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Blockchain and the

Accounting Industry

 Where Will It Start?

» Payables/receivables
» Intercompany transactions

» Contracts and agreements

« Tax Advantages
» No more time spent on hold with the IRS

» Withholdings (transparency)

Delivering on the Promise. C)
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Blockchain and the
Accounting Industry

What You're
Doing Now

The
Disruption

Examining statements
to ensure accuracy

Documenting financial
transactions by entering
account information

Owverseeing budget and
financial management

Summarizing current
financial status by
collecting information:
preparing balance sheet,

profit and loss statement,

and other reports

Blockchain technology
inherently ensures accuracy
of the ledger

Blockchain captures
transactions on the
distribured ledger

Blockchain tracks
transactions that can be
easily viewed for analysis,
and organizations can set
rules in blockchain smart
contracts to ensure money
is spent on what it has been
allocated for

Blockchain holds financial
information in one location
50 it is easily collected and
prepared into reports

Examining the accuracy of blockchain
inputs to ensure data is based on
accurate information

Reviewing blockchain outputs for
accuracy to ensure data has not been
tampered with

Analvzing transactions rather than
entering them

Monitoring and providing real time
financial recommendations based on
blockchain data

Recommending rules to govern the
blockchain

Partnering with business units to
provide insights and data interpretation

Using data from the blockchain to
generate reports and financial
stalements

Analyzing reports, as the blockchain
creates efficiencies in report generation



Opportunities from isruption

 Auditor of smart contracts

e Service auditor for a
consortium blockchain

 Administrator function

* Arbitration function

© SKODA MINOTTI
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Blockchain and the Financial

Services Industry

* Payment processing

« KYC

* Improved security
and data quality

© | SKODA MINOTTI
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Blockchain and the

Healthcare Industry

« Medical Records S

« Consent Management

* Micropayments
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Blockchain and the

Real Estate Industry

 Title records/transfers
* Property data /gﬁ

* Leasing arrangements
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Blockchain and the

Manufacturing Industry

« Supply chain

* Traceability

» Additive manufacturing/3D printing

© ' SKODA MINOTTI
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 Basic understanding

» Applicability to our clients today

* Trickle-down adoption

* What can | be doing now?

© SKODA MINOTTI
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Process Documentation - Why?

Facilitates an understanding of the processes

Promotes agreement regarding process structure

Clearly assigns individual responsibilities

Highlights points of risks and controls

May assist in identifying potential process improvements
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Finished

ABC Company

Cash Disburzements

Dn[-:;:::eek Prints the checks, Malls the
W'tﬁnﬂd‘: 1 which automatically Attaches the invoice to checks to the
e Receiving b caihf updates the AP ledger the check and gives it REnIaE:
a 5 g The AP Clerk iz the cnly P ta the President or CEQ
O 'Equ"i::E: L2 perscn who can cut to sign. F
G LA checks, (Recommendation #2)
= P o b pald (Recommaendation #1)
F 3
@ Mana 1 sh
8 v anages the cash balance Az part of the bank
= Raviews the [scheduled wires, covenants, prepares 3
m i s
£ b i peme it et brrouing e
bt approves the Ll i WP 5 raport that shows the cash
A list of checks that the checks customers) and verifies that — ; :
[=] - P | balance, which is tied to the
el ta ba paid that wire cut there & anough cash 1o cover 3
P GL, the inventory balance,
b wiikre actually the checks, |He may hald
= ; . < and the AR balance to
(8] suppaosed to be checks in a locked cabinet if
o : maintain the collateralized
= cut. there is not enough cash_} B e e ek s
[ 'y {Recommendation #3) &
5 v
(=]
-E' Reviews the
o =] support and
=2 'd signs the chack
§ [Key Contral i)
(=

|Nﬂl&; The AP Clerk has anly wire initiation autherity and the Directar of Finance, President, and CEQ hawve wire initiation and approval autherity. See Recommendation #4.

Recommendation #3: The management of the cach balance and decicion of what to pay should happen bafere checks are cut,

Recernmendation #1; This is a segregation of duties issue because someone who handles vender changes should not be able te cut checks, Her ability to make vendor changes sheuld be removed,

Becemmendation #2: The narrative states that the invoice is given with the check for approval, but then it also says the support could be either a PO, vendeor invoice or some other confirmation. We recommend that there is
standardized support required for each check.

Recommendation #4: There shauld be an autemated cantrel that the same persen cannet initiate and post a wire. IF it is net automated. then the Gash Glerk, whe perferms the daily cash recancliaticn, sheuld verify that the
initiatar and poster are different people. I they are not, she should inform the President or CEQ [whoever was not involved) to review the transaction.
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If you have questions or need
additional information, please contact:

Dennis Murphy Jr., CPA, CCA
Principal

Nick Ward, CBP
Senior Staff Accountant

dmurphy@skodaminotti.com
440-605-7124

nward@skodaminotti.com
440-605-7246
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