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Project name: INNOVATIVE SUBORDINATED FINANCING PLATFORM 

Project acronym: ISFP 

 

Project description 

 

The basic idea of the project is to provide flexible financing of public projects with the help of 

blockchain technology and digital contracts. The project architecture is shown in the picture: 

 

 

 

Public contractors (1) (cities, counties, ministries) uploads project documentation on the web 

site (2) platform. On the other hand, interested investors (4) are informed about potential 

investments. Investors have the opportunity to invest (buy tokens) in debt and equity. After 

arbitration on interest rates (debt) and returns (equity), investors (4) conclude digital contracts 

(3) with a public contractor (1). Digital equity contracts (3) are associated with a Court register 

(6) so ownership change in the SPV (1) is performed in the Court register automatically. 

Investors (4) pay money to the escrow account (5), and he has to transfer at SPV or contracting 

authority account after all conditions have been fulfilled. After a certain time, primary investors 

can sell their contracts to investors (7) on the secondary market. During the term of the contract, 

all participants in the contract are automatically notified of the upcoming actions.  
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Project benefits 

 

This project can identify the following benefits: 

 

1. Reduce transaction execution costs. Since the system is fully automatic there is no 

need for mediators. Investors and contracting authorities directly negotiate the market 

prices of the sources of funding using special algorithms. 

2. Transaction time of execution. After the investors and contracting authorities agree 

on the price of sources of funding, contract concluding is made in a few moments. All 

transactions are programmed in digital contract and connected with escrow accounts in 

banks. 

3. Broad geographic area of trading. Since the entire ISFP system is in English, can be 

used by interested investors in many other countries if such type of debt and equity 

trading is not prohibited by a certain domicile regulation. 

4. Increasing the security of projects due to the higher share of subordinate funding 

sources. In cases where the project is procured by alternative models (PPP, ESCO, 

concession) it is necessary to obtain subordinate funding sources (subordinated debt 

and equity). This platform can easily provide these resources, which contributes to the 

security of the public project and the speed of contracting. 

5. Less prices of financing sources. Special platform algorithms allow arbitration 

between the investor and contracting authority by which at least the market prices of 

the source of funding are attained. 

6. Greater participation of citizens in funding and selection of socially needed 

projects. The particular advantage of the platform resulting from digital contracts is the 

contracting of small value of the loan principal (eg. 30 Euros) and the purchase of a 

large number of lots of these small nominal values. Such convenience also allows for 

the financing of small projects, but also the participation of the widest circle of citizens, 

which is a new form of saving. This is partially mobilized by citizens from bank 

deposits in direct financing projects (now only public due to low investment risk). 

7. Settle principal payments in accordance with project liquidity. Public authorities 

themselves can define the dynamics of principal repayments due to the characteristics  

 



            University of Rijeka, Center fof Support to Smart and Sustainable Cities       

 

 

of the project, which directly contributes to the greater liquidity of the public project, 

security and long-term sustainability.  

 

Project team 

 

1. Centre for Support to Smart and Sustainable Cities, University of Rijeka (banking and 

risk assessment) – team leader; 

2. Inceptum Ltd (web programing) – partner; 

3. Faculty of Electrical Engeneering and Computing, University of Zagreb (smart contract 

programming) – partner; 

4. Alternative Procurement Models Ltd (mathematics, statistics and legal support) – 

partner. 

 

Project implementation time 

 

It is estimated that for complete web programming, standard contract for debt and equity, 

programming of digital contracts, calculation of repayment plans and discounts in the 

secondary market, contracting escrow accounts and linking the API to the banks and the Court 

register and other related jobs should be 12 up to 18 months. Pilot project could be finished 

within 12 months. 

 

Current state of the project 

 

- Process catalog developed; 

- Make conversations with banks regarding the escrow account and opening API; 

- Conducted talks with the Ministry of Justice and the opening of the Court Registry API; 

- Legislative analysis of implementation in the Republic of Croatia; 

- A team of experts and defined areas of work for each partner. 

 


