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THE BROKEN CIRCUIT Pg.20of 7

In the next slide, ‘real-world-asset’ (RWA) Tokens are introduced to an asset-only blockchain

ledger where native crypto currencies already reside.

- Defi and offshore systems draw RWA Tokens as an ungrounded positive power source from

solvent markets. This is a “synthetic source of power”.

- Prefunding power acts as a ‘synthetic negative source’ artificially introducing polarity.
A synthetic negative source is required because asset-only ledgers are effectively void of
payables and receivables, void of ‘claims’, and therefore incapable of closing the circuit.
This is a chassis-only grounded circuit. The lack of an earth ground produces a kinetic drain on

capital.
: I ’ Floating Ground
- Chassis-only grounded T+0 real-time gross settlement replaces earth-
grounded solvent netted and legally final settlement. L
- Master records are written to blocks, but liabilities are not expressed. ((Static Risk Insulation )

- Therefore, “grounded” Market liquidity does not exist on asset-only ledgers; :
Asset-only ledgers are Defi distribution surfaces only, not legal settlement substrates.

This is the broken circuit — wrong polarity, ungrounded, synthetic power.
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US MARKET CIRCUIT BREAKER BACKPLANE + BROKEN CIRCUIT WITH WRONG POLARITY
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DOUBLE-ENTRY DLT LEDGER Pe 4 of 7

In the next slide, a double-entry accounting ledger is introduced. This a protocol-level blockchain
accounting substrate that writes both assets and liabilities (along with journal entries, etc.) directly
into the block of the chain.

Double-entry DLT plugs into the GAAP backplane with correct polarity.

This blockchain can record future payables and receivables and settle Atomically, in real-time,
24x7x365 for asset type, because with liabilities on its ledger, the tokens it carries operate inside the
regulated accounting and legal perimeter of securities law.

Real-time systemic and close-out netting becomes possible, RWA Tokens qualify as securities.

Tokens generated by this system carry 'energized' liability state and can be exported to Defi

networks. These “Canonical Tokens” can issue a “Proof-of-Redeemability” signal, producing a
“Bridge Rectifier” effect between circuits.

In this model Canonical Tokens can replicate throughout the Defi network and be utilized as

legal claims on redeemable real-world assets as long as their chain-of-custody remains unbroken.

This is the broken circuit — wrong polarity, ungrounded, synthetic power.
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US MARKET CIRCUIT with AC/DC BRIDGE RECTIFIER
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The Kinetic Liquidity Trap Pg 6 of 7

The Kinetic Liquidity Trap

Why Real-time Gross Settlement Leads to Systemic Insolvency

The Math: The Pre-funded Drain Proof

Where:
e L,: Net Liquidity at time (n) & o ’z": P+ST
e L,: Starting Liquidity (The Tank) - e .o 0 A x* S

e P;: Pre-funded Capital Outflow (The Drain)

e T;: Settlement Proceeds Inflow (The Return)

The Failure Mode: The Asymmetry of Velocity |
e The Constraint: In an Asset-Only system, ¥T-, P; is a Hard Real-Time Requirement.
* The Lag: YT T; is a Lagging Variable that cannot be hetted against the current trade.

* The Result: Because P; occurs at to and T occurs at t;, the “Tank” (L,) is drained faster than it can
be refilled.

e The Outcome: L, = 0. Even if the balance sheet is solvent, the operational liquidity hits zero,
tripping the systemic breaker.

bill@ledger4securitites.us ;
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The Kinetic Liquidity Solution
Why Simultaneous Netting Ensures Systemic Solvency

The Math: The Simultaneous Netting Proof

Where: n
e N: Net Liquidity Requirement (The Signal) N = Z | Pi-Ti I
e P; Obligation Owed (The Positive Pulse) 1=0

e T; Obligation Due (The Negative Pulse)
e | P.-T;[: The Absolute Differential at t,

The Mechanism: The “Zero-Lag” Rectifier
e The Elimination of Decay: In a Double-Entry system, P; and T; are processed as a single, unified event.

* The Polarity Advantage: By expressing the Negative Pulse (Liabilities) on-chain, the system cancels out
the "Drain" before it ever touches the starting liquidity (Lo).

* The Result: The "Tank" remains full because only the Net Residual (N)—often less than 2% of
the gross value—is drawn from the bus.

® The Outcome: Ly = L. The system operates at maximum velocity without risk of "Solvent Bankruptcy."
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