
An Introduction to Tokenizing Media Assets



Tokenscope is a blockchain consulting company that specializes in applications in the 
entertainment industry. Tokenscope provides advisory services and support for production 
companies, studios, agencies, management companies and media financiers. Our areas of 
expertise include the following:

    • Alternative Media Financing
    • Equity and Royalty Tokenization
    • Emerging Distribution Platforms

Blockchain technology and emerging ecosystem of new startups has the potential to 
reshape the entire landscape of entertainment industry. Tokenscope aims to be leader in
ushering a new era of possibilities for media and entertainment.

 
Website: tokenscope.io

Email: info@tokenscope.io

Abstract:

This guide will explain how to finance content through new equity tokenization, 
highlight the key players that make up the infrastructure of the burgeoning security 
token market, and provide examples of how these new types of deals may be 
structured. In addition, this guide will provide a step-by-step explanation of how to 
finance a media property through a legally compliant token offering. 
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Introduction

 Tokenscope     4

2019 will be the first time that a media property, such 
as a film, TV show, or other digital content, is financed 
through the process of tokenizing equity interests. Due to 
the innovations of blockchain technology and the rapidly 
developing ecosystem surrounding it, a true democrati-
zation of media financing is finally possible. Previously, 
initial coin offerings (ICO) gained a lot of hype. However, 
this was not particularly beneficial to the existing enter-
tainment industry. The several entertainment startups that 
bootstrapped themselves through an ICO have seen little 
success thus far and many are under regulatory scrutiny.

Nevertheless, the potential of blockchain technology to 
disrupt the media finance industry remains the same. The 
necessary infrastructure is finally in place to tokenize 
media assets in a low-risk, inexpensive, and compliant 
manner. 

The legally compliant process of tokenizing a media asset is achieved through what is known as a Security 
Token Offering (STO). An STO is a type of token sale that is fully compliant with all regulations set out by the 
SEC (unlike almost all token sales in the past).  STO tokens are essentially digital securities that are stored on 
a decentralized database (i.e. blockchain) and ensure investors all the same rights and protections as traditional 
assets.

Without getting lost in the technical details, the potential of fractionalizing content ownership can have a 
profound impact on the entertainment industry. Funding content through legally compliant token offerings 
provides additional financing options for creators and producers, provides exposure to a new class of investors, 
introduces never-before-seen liquidity, lowers risk, and brings efficiency and transparency to the industry. 



What is an STO? 
A Security Token Offering is a sale of digital shares represented as tokens that are backed by tangible assets and 
afford investors the same rights and protections as traditional non-digital securities. While most people think of 
stocks or bonds when referring to securities, fractionalized real world assets in the form of tokens can also be 
securities. Tokenized media equity ownership or royalty rights would qualify as securities in almost all 
scenarios. Assets that are deemed securities are highly regulated and must follow a strict set of rules.

In this way, an STO is a lot like an Initial Public Offering (IPO), though the costs associated with executing an 
STO are much lower. Additionally, security tokens are traded on their own exchanges (for now). An STO is done 
through an STO issuer, which provides all the technical work necessary to create the digital assets. STO issuers 
would be the equivalent of IPO underwriters, but for assets issued on a blockchain. 

An STO utilizes blockchain technology to issue, maintain, and transfer tokens. While blockchain is responsible 
for creating this new method of financing, it may be better to think of these new assets not as “tokens” but sim-
ply as “digital securities”. In the day-to-day interactions with these assets, there is no significant difference from 
the traditional securities traded on Wall Street. The only real difference is the unseen technology that makes it 
work. This new form of digital securities simply uses a decentralized database that is more transparent, efficient, 
and introduces new functionalities. 

As it relates to media assets, the terms “media equity”, “digital royalties” or “royalty tokens” can essentially all 
be used interchangeably. However, because this market is brand new, the nomenclature has not been 
standardized.

For the first time ever, ownership claims in media content can now be fully digital, easily tradable, legally ap-
proved, and accessible to millions of more people globally. Though the market is in the its earliest of days, on a 
larger scale it has the potential to reshape the whole structure of the entertainment industry.

Tokenization is the process of digitizing securities that previously existed only on paper, using 
blockchain technology. The technology transition to digitized shares will enable new capabilities, 
but the shares have the same legal and economic rights, only now in a digital form with the
potential for enhanced liquidity.
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Examples of Other STOs
1. Tokenized Fund: SPiCE Venture Capital

Symbol: SPiCE        Website: spicevc.com
Initial Raise Date: Q1 2018
Token Supply: 8.2M
Price: $1.30

SPiCE is a venture capital fund that invests in blockchain related technologies and companies. SPiCE decided to 
tokenize its fund in order to allow liquidity for its LPs and so that more investors could gain exposure to a VC 
fund, which are traditionally very exclusive. It was the first fully tokenized VC fund and the 4th ever security 
token. It utilizes the Ethereum blockchain. Their main sale took place in Q1 2018. There are about 8.2M SPiCE 
tokens in existence and currently trade at about $1.30. 

The new liquidity introduced through tokenizing a VC fund has great benefits. Most VC fund investors have to 
wait 7 to 10 years before they are allowed to redeem. Now investors can exit positions whenever they need, or 
easily expand their equity stake. Additionally, SPiCE tokens are backed by real assets and have gone through the 
necessary legal compliance procedure like regular publicly traded securities. If any one of the companies in its 
portfolio has a successful exit, all token holders are paid out proportionately.

2. Tokenized Real Estate: University of South Carolina Student Apartments

Symbol: T-REIT      Website: hubatcolumbiareit.com
Initial Raise Date: Q4 2018
Token Supply: 955
Price: $21,000

A real estate investment firm, Convexity Properties, has an investment in a large residential property in 
Columbia, South Carolina. It is an apartment complex that was built in 1983 and redeveloped in 2014. It is 
329,000 sq. ft. and has 260 units. It is a few blocks from the University of South Carolina campus and is 
independently owned.

Convexity Properties created a REIT for this specific property only. They then tokenized 49% of the equity in 
this single-property REIT. They created 955 shares initially priced at $21,000 each, bringing the total raise to 
just over $20M. Investors receive the right to monthly rent payments proportional to the total equity held.Addi-
tionally, shares are tradable on the secondary market 90 days after the initial raise, providing easy liquidity for a 
single-property real estate investment. 
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Advantages Over Traditional Media Finance

1. Unprecedented Liquidity

Perhaps the most significant innovation of tokenizing equity in media assets is the unprecedent liquidity that it 
would bring. Currently, media asset ownership and royalty rights are one of the most illiquid assets available. 
The market for buying and selling equity and royalties is very small and the process is extremely inefficient.

There is no secondary market to easily buy and sell media equity and other related rights, for both institutional 
or retail investors. Currently, for any investment in an asset, such as a film, the investor is usually expecting to 
hold that asset forever, realizing all gains or losses in perpetuity. In some cases, institutional investors may 
purchase equity or royalty rights after a film is made. However, the process is expensive and lengthy. Moreover, 
due to these inefficiencies, only large deals are worth pursuing. In other words, if it costs $100,000 in legal fees 
and other expenses to purchase a portion of royalty rights, then any smaller deals are rendered pointless.

Through the process of tokenization and the new STO infrastructure available, an unprecedented level of 
liquidity is now possible. Before investors, studios, producers, and talent with “back-end” rights, had no viable 
option to liquidate or monetize those rights. However, because these rights can now be effectively digitized into 
fractional amounts, any holder can potentially sell $100 worth or $1,000,000 worth of equity at the click of a 
button. 

2. Creation of a Secondary Trading Market 

This newfound liquidity allows for the creation of an easily accessible secondary market. Besides giving 
original investors and royalty holders the option to cash out on their stake in project, it allows for new interested 
buyers the opportunity to buy in. Now, trading equity of a media asset on places like OpenFinance can be as 
easy as trading shares of a stock through a Schwab or Fidelity account. 

Another interesting consequence of this newly created market is that it would allow for price discovery. In other 
words, the value of a single share in a film, for instance, would constantly fluctuate in real-time based on its 
expected revenue. Much like in regular stock markets, new announcements regarding the film would likely 
cause a quick spike or drop in the price.

For instance, if it was revealed that three new territories signed distribution deals for a theatrical release, it is 
likely that the price of a share would rise due to higher expected revenue. Likewise, if it was revealed that the 
lead actress suddenly decided to drop out, then the shares would likely fall sharply. This mechanism of real-time 
trading of film equity before, during and after its release is something that is truly revolutionary to the industry. 
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3. Unlocks New Class of Investors

Investing in media content has been a notoriously exclusive opportunity. Currently, there are only a handful of 
major studios that finance most of the content being produced. For other projects, it is typically high net worth 
individuals and other institutional investors that will help with financing. There is virtually no access to invest-
ing in media content for the average investor. There are crowdfunding websites like Kickstarter for some low 
budget indie films and other forms of content. However, the downside is there is no equity claim and, oftentimes, 
no guarantee of distribution.

Through the proper type of STO, retail investors can have the same access to media investments as accredited 
investors and other Hollywood financiers. The advantage of this is two-sided. Retail investors get exposure to 
investments never-before-possible. On the other hand, producers and creators now have access to a larger pool 
of capital, thus making it much easier to find the funding they need for their project. In this way, greater democ-
ratization of media finance is a net positive for the whole entertainment ecosystem. At scale, this would lead to 
more projects getting made, which the consumer would ultimately benefit from. 

4. Reduce Risks

The STO method of financing a media project is also a new way for production companies, studios, and 
investors to mitigate the enormous financial risk of making a film, TV show, or other content. Often, studios put 
up the entire budget for a project, risking the loss of millions of dollars if the project does not succeed. Investors 
also have very limited options to mitigate their risk after the initial investment. 

Particularly as theatrical releases face increasing competition from other content mediums, such as streaming 
platforms, it is quite common for large budget films to flop at the box office. As production costs increase rapid-
ly every year and profit margins shrink, the risks are higher than ever. One consequence, as many consumers are 
noticing, is that studios are not taking as many chances on original stories, instead opting to create sequels and 
expand universes of tried and true IP. 

Having the option of doing an STO allows producers to offload part of the risk when taking on an expensive 
project. For instance, if the budget of a new film is $40M, a producer may opt to tokenize $10M of equity. While 
the upside potential is less, it also significantly reduces their potential losses. So especially for large, well-capi-
talized producers, an STO can be looked at more as a way to manage risk rather than as a way to find funding.

Of course, this type of deal structure already exists and is used frequently. However, currently in such a deal, 
the equity would not be tradable. So, through an STO, the structure of the deal would not significantly differ, 
but producers would now be able to offer greater functionality and liquidity to their investors. As such, investors 
would be able to mitigate their risk, with the option to more easily liquidate their position at some point in the 
future. Overall, an ecosystem of liquid, digital ownership gives all participants (producers, investors, talent, etc.) 
more flexibility over their financial interest in a property.
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5. Greater Efficiency and Transparency

Because the media assets would utilize blockchain in their underlying technology, they would be equipped 
with smart contract capabilities. Smart contracts are programmable transactions that can automatically execute 
based on a previously written set of conditions. In other words, these media assets would be capable of instant, 
automatic payouts in US dollars. So rather than having to write out and deliver thousands of different checks, it 
would be possible to pay out all holders with a single transaction that would be instantly delivered. This helps 
alleviate some of the problems surrounding withheld royalty rights and belated payments. In the future, with 
respect to distribution channels that use blockchain to monetize views, payments would be executed in real-time. 
Additionally, compliance and trading restrictions can be coded into the assets, ensuring that all legal obligations 
are provably followed.

Because of the open, immutable database that a blockchain provides, accounting would also be transparent and 
verifiable. “Hollywood accounting”, black boxes, and opaque financials are major problems for producers, 
investors and others with equity interests. Digitizing media equity would not solve all of these issues but would 
help the industry make major strides towards greater financial transparency.

9Tokenscope



How Does the Process Work?

Step 1: Find the Right IP 

As with any good project, the most important step is finding the right story to tell. It is important to reiterate that 
blockchain and tokenization are no substitute for good content. For these liquid assets to hold value, the same 
principles of good storytelling apply. No amount of technology will ever change that. 

On top of that vital criteria, there are certain forms of content that would be better suited for tokenization. For 
instance, a feature film may be the better candidate for tokenizing. Though no Hollywood deals are ever really 
simple, a film would provide a relatively less complex STO process than other forms of content. Films typically 
have one main “funding round” that accounts for the majority of the budget, whereas TV series and other epi-
sodic content will have multiple funding rounds with each new season released. An STO of a TV series  or other 
short form content is entirely possible, though it would add additional layers of complexity.

Also, the STO process would not be right for many projects. If a producer can successfully find a buyer, such as 
a major studio, then it would usually make more sense to go that route. For studios or production companies that 
wish to wholly own all rights, then an STO would not be useful. For projects that already have investors but do 
not care about the new level of liquidity created, then an STO would not be worth the cost.

However, for other projects, the STO process may be the best alternative to the traditional system. There are a 
vast number of projects that would fall into this category. These would be projects that were not successful in 
soliciting a sale to a major studio or other buyer. These are projects that have interested investors, but the level of 
risk is too high to close a deal. These are projects that were only able to raise $1M when the movie really needed 
$2M to be executed properly. These are projects that were never given a chance because they were not able to 
crack the elite circle of Hollywood tastemakers and financiers to make it happen. 

The problem in the entertainment industry is not a lack of quality, original content. The problem is that a lot of 
quality, original content is not getting made due to the structural inefficiencies of the current ecosystem. 
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Step 2: Decide All Terms of the Deal

This step is one of the most important, though also one of the most complicated. After making decisions regard-
ing talent, a producer must also decide on a long list of questions before the actual issuance of assets. There are 
many different rights and profit claims involved with a project. The producer will have to decide which rights to 
relinquish to investors and what the exact terms entail. 

Typically, all revenue earned from box office sales, subsequent licensing fees, pay-per-view sales, and DVD 
sales, both domestic and abroad, are what investors have claim to. Usually, things like copyright, trademarks, 
merchandising fees, and music publishing are withheld. 

These decisions are not new to producers, however the STO process does introduce some new business 
decisions. These decisions may include the following:

   • How many tokens total will be created?
   • What percentage of tokens will be sold? What percent will be retained?
   • What will be the initial sale price of 1 token?
   • What is the lock-up period for investors? For talent and crew members?
   • What day will secondary trading begin?
   • Which type of regulatory filing does this fall under?

Utilizing a consulting firm, like Tokenscope, would be the way to help navigate the strategic and technical 
challenges of this step in the process.

Step 3: Decide the STO Issuance Platform
 
Another important decision will be choosing the issuance platform to perform the STO. This is where the 
“tokenizing” actually occurs. The issuance platform will do all the necessary technical and compliance work for 
an offering. They will create the tokens, code the smart contracts, and ensure that the offering is fully legal and 
registered. Additionally, STO issuance platforms will have aggregated potentially interested investors, which 
can help with additional funding when necessary.

There are many new STO issuance platforms available. Some examples include Securitize, Harbor, and Poly-
math. Part of the reason that this process was not possible until now was because these companies only just 
launched and made their services available within the last few months. These companies more or less offer 
comparable services but will vary in their fees charged. 

11Tokenscope



Step 4: Secure Security Token Exchange Listing

It is critical to the STO process to obtain listing on a security token exchange. Security token exchanges provide 
the same function as other token exchanges, such as Coinbase, Bittrex and Binance. The crucial difference is 
that they only list securities and that the SEC is in charge of oversight. Security token exchanges are the digital 
equivalents to the NYSE and NASDAQ. They trade the same type of assets (stocks, bonds, REITs, commodity 
products, etc.), except the assets trade 24/7 and benefit from all the advantages of blockchain technology. For 
instance, dividends can be automated via smart-contract and compliance/trading restrictions can be baked into 
the token code. Examples of security token exchanges include OpenFinance, Templum, and tZERO. The user 
interface resembles a typical brokerage account.

The exchange is what ultimately makes the enhanced liquidity and secondary trading possible. Without an 
exchange listing, the full benefits of tokenization cannot be realized. While exchanges are not legally allowed to 
charge a listing fee, they still make the final decision on what assets list on their platform. So, having the right 
relationships in place are important to ensuring that your tokenized media assets are accepted on the platform.

Though it is not a requirement, we highly recommend that an exchange listing is secured before the actual 
offering takes place. This will make the offering more attractive by giving investors assurances of adequate 
future liquidity and the ability to exit, if needed. 

Step 5: Acquire Investors

After the IP is chosen, details are hashed out, and the proper partners are in place, then it is finally time to ap-
proach investors. Depending on the project, there are different ways to acquire investors. For some, it may 
resemble a typical private investment from media financiers which currently takes place for most independent 
projects. Investment would be privately secured without any public offering. Investors would then receive the 
proportional number of tokens equal to the equity agreed upon. The method does not change the typical deal 
structure currently used. It simply “tokenizes” it, giving investors enhanced liquidity.  

On the other hand, another type of deal could also resemble a crowdfunding method of financing. However, con-
tributions would be equity investments rather than donations. This type of STO would be publicly listed on one 
of the issuance platforms for any eligible investors to participate in. While some STOs may have certain accredi-
tation requirements for investors, this latter type would be a critical step towards democratizing media financing 
to the greater public. 

*In some cases, investors may already be in place before the previous steps. This would just simplify and 
expedite the process.
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Step 6: Produce and Distribute

After funding goals are met, it is time to produce the project. This step does not differ materially from the usual 
process. The cash raised from investors is used to pay above-the-line talent, such as directors, actors, and writ-
ers, in addition to all other labor, equipment, and expenses needed. Ideally, the production stays under budget 
and on schedule. However, if production does go over budget, this process would allow for the creation of 
additional tokens alongside any additional capital raised.

It is highly recommended that distribution already be secured before soliciting investors. For one, it will be
easier to meet funding goals because there is already a guaranteed stream of revenue in place. This will also 
help maintain the value of the assets while they are traded on the secondary market before a release.

Step 7: Trading on Secondary Markets Start 

At some point between the start of production and an initial release, trading of the media assets should 
commence. This is when the lock-up period would end and the majority of investors would be able to trade their 
assets on an exchange. The asset would likely trade at or slightly above (due to a liquidity premium) the price 
during the initial funding, absent any major negative factors affecting revenue projections.

At this point, investors that were not privy to the initial funding round would be able to purchase equity in the 
property. Initial investors could cash out or double down on their investments. Assuming adequate trading vol-
ume, the price of a single share would fluctuate in real-time depending on supply and demand conditions. These 
conditions would shift in tandem with the perception of what the project’s future revenue would be. 

Step 8: Initial Release & Profit Distribution

For a film, after months of fundraising, production, post-production, and marketing, it is time for its release date. 
In today’s market, there are many different avenues to release a film. For simplicity, let assume that the film goes 
through a traditional theatrical release in the US and in certain countries abroad. The proceeds from ticket sales 
during its time in theaters would represent revenue of which investors would have some claim. 

Certain parties, namely distributors and exhibitors, would take their cut before any profit was divvied up by 
token holders. After these financial obligations are met, investors would be paid out proportionately on their 
holdings. The production company or distributor (depending on the exact deal) would collect the revenue, as 
usual. However, they would then digitally pay out all equity holders through the issuance platform. 
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Step 9: Post-Release Sales and Other Licensing Deals

The box office is only the first stage in the life of a film. There are many other sales avenues after a film has 
been in theaters. These options include pay-per-view, streaming platforms, network television, public perfor-
mances, DVDs, and others.

Investors would have some claims to these revenues as long as they were included in the initial contract. Here 
are a few examples of post-release sales that investors may have claims to:

  • Netflix pays to license film for several years
  • Disney pays to license film on its cable networks
  • Film is listed on iTunes for rental
  • The city of San Francisco pays to show the film at an event
  • All DVD sales globally 
  • International television networks pay to license film

While the box office receipts typically represent the bulk of total revenue earned, a film can earn money long 
into the future from all the different distribution channels. As such, digital royalties may represent continuous 
passive income for many years.
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Like any good film, it all starts with a script. Imagine the following scenario. Let’s say we have a 120-page 
script about a bank heist. A well-known producer reads the script, loves it, and decides to option it from the 
writer. The producer, who now has exclusive rights to develop the script, goes around town to try and get some 
above-the-line talent attached. After getting a director and lead actor to commit to doing the film, she now must 
approach investors to fund the film. 

The producer estimates that this particular script will need a budget of $10M. Her production house is willing to 
put up $1M. After contacting various financiers, other production houses, and a network of high net-worth indi-
viduals, she gets more commitments. A film fund will put up $3M. Another production house will put up $3M. 
A high net-worth individual will put up $3M. The various investors cut their checks to the producer and long 
detailed contracts regarding rights and revenue splits are signed.

Up until this point, this deal resembles a typical path toward funding a movie. However, now the producer opts 
to “tokenize” the deals which simply means that in addition to the paper contract specifying rights and revenue 
splits, each investor will receive an allocation of digital equity shares that is proportional to their contribution. 
Additionally, participants with back-end rights will receive digital shares, representing royalty rights. Token-
scope will spearhead this part of the process.

Assume the producer decides to make the total supply of digital shares 10M. If the investors and producer 
agreed on a back-end split of 50/50, the producer would get 5.5M shares (5M for producer’s pool, 500k for inves-
tors pool) and the three investors would receive 1.5M each. Investors would receive “preferred shares”, because 
they have the right to get paid out first. Back-end for actors and other talent with participation rights would be 
taken out of the producer’s pool. For instance, 4M of the producer’s shares may be distributed out to various 
members of the cast and production team. The shares would be sent to accounts for each participant after a con-
tract is signed. 

Symbol: HEIST
Outstanding Shares: 10M
Price: $2.10 for Preferred Shares (5M) i.e. “Investor’s Pool” 
           $0.10 for Non-Preferred Shares (5M) i.e. “Producer’s Pool” 

After these transactions are made, principle photography may start. Let’s say that all together production, 
post-production, and pre-release marketing take a year with a release date of July 1st. During the time leading 
up to the release, the lock-up period for some of the shares ends and become eligible for trading. (Certain holders 
may have longer times, such as the producer and crew, in order to avoid insider trading issues.) 

So, perhaps 2 months prior to release on May 1st, the shares are listed on an exchange, such as OpenFinance, at 
a price of $0.10 for non-preferred and $2.10 for preferred. Those prices would imply that the film makes enough 

Example Film Deal
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money to pay back investors with a 10% profit projection. (If the film was projected to be unprofitable, non-pre-
ferred shares would trade at or near $0.00 and preferred shares would trade at less than $2.00.) 

Original investors would now be able to liquidate their holdings and any other retail investors would be able 
to buy to these royalty rights in the film. The price of a single token would fluctuate and trading of the tokens 
would continue in perpetuity, so long as there was still demand for the asset. Notably, the price of non-preferred 
and preferred tokens would likely converge to a single price once investors were paid back fully. 

The film gets released and is a modest success, grossing $40M worldwide after 3 months. Several parties will 
take their cut of the $40M before that trickles down to token holders in what is known as “The Recoupment 
Waterfall”. Taxes may be 10% - leaving $36M. Exhibitors (i.e. theaters) may take 50% - leaving $18M. Distribu-
tors may take 30% of that for marketing the film – leaving $12.6M. Next, investors, or anyone holding a pre-
ferred token, receive priority to recoup their original investment, which was collectively $10M – leaving $2.6M. 
The $2.6M represents the net profits, which gets distributed evenly to all token holders (preferred and non-pre-
ferred). This amounts to a $0.26 dividend - a 13% profit (thus far) for all original investors.

Then, 6 months after its theatrical release, Netflix decides to pay $4M for an exclusive license to show the film 
on its platform for 2 years. After which, the film goes on both Amazon Prime and iTunes with a pay-per-view 
option for $4.99. Over the next 3 years, it racks up a total of 300,000 purchases. Perhaps, television networks in 
Mexico and Brazil pay $250,000 for the exclusive right to broadcast the film in their country. The profits 
(retailers/distributors/sales agents still take a fee) from all these deals would be split evenly among all token 
holders during that time. 
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  • Additional upfront costs
  • Risks of increased liquidity (i.e. speculation, market manipulation risk)
  • Moral hazard (i.e. insider trading)
  • Different payment process

While the STO process provides a slew of novel benefits, it also comes with certain tradeoffs. Firstly, the process 
to raise funds will incur some upfront cost, mainly from legal, consulting, custody and issuer fees. More upfront 
fees, which studios and producers are unused to, creates additional frictions in the process and adds to overall 
expenses. The initial costs are only worthwhile if they help solve the problem of hitting funding goals and 
creating useful liquidity. If participants do not find any value in the creation of liquidity, then an STO process 
may not be worth the cost.

The advent of the first ever real-time secondary market for film equity and royalties brings unique challenges as 
well. Like any liquid market, it will be susceptible to potential speculation, manipulation, and extreme volatility. 
The constantly fluctuating price of a the asset may serve as a distraction to the actual production process – dis-
couraging production teams when the price is down and instilling false confidence when the price is rising. A 
volatile asset may incur negative press coverage and work to undermine marketing efforts in certain scenarios. 

Another major issue would be the danger of insider trading. Investors and other participants may be privy to 
information that the rest of the public is not. This would give equity holders an unfair advantage in the market 
and would incentivize bad behavior. For instance, imagine that halfway through production, the director decided 
to drop out suddenly. There would be a handful of people who would know this well in advance of the rest of the 
market. The production crew members, talent agencies, and initial investors would all have an incentive to sell 
their shares before the news was announced. The same concept holds true for positive developments, too. If 
distribution rights in China were secured (thus raising revenue expectations), someone with prior knowledge 
may be tempted to buy more shares.

Insider trading should be a concern through this process. However, it is also important to remember this moral 
hazard exists in all markets. Instances of insider trading happen but are largely prevented by strict SEC oversight 
and harsh penalties. Because the security exchanges are heavily regulated by the SEC and parts of compliance 
can be coded into the tokens, any insider trading would likely be stopped. However, because the entertainment 
industry has never faced this challenge before, it must be explained and emphasized to all participants. Addition-
ally, preventing production crews from trading before an initial release can also work to ensure a fair market. 

Lastly, studios and producers would have to adapt to a slightly different process of paying out all participants. 
Though payments are ultimately more efficient through the STO process, it nonetheless entails a learning curve 
and may require some internal reorganization. 

New Hurdles
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1. Do I have to use Bitcoin or other cryptocurrencies in this process?

No, it is not necessary to deal in Bitcoin or other cryptocurrencies during this process. Security token exchanges 
and issuance platforms will allow for investments, payouts, and other transactions to take place is USD. That 
said, the option will still exist for issuers, investors, and traders to use cryptocurrency, if they so desire. 

2. What rights does the token bestow? What rights does it not?

Notably, the rights contained in a token will not differ materially from the rights contained in paper contracts of 
traditional media financing deals. Every deal is different, but these are the rights a typical deal would confer:

FAQs

 3. How much will it cost to execute an STO?

The upfront cost can vary widely depending on the amount of funding needed, type of project, and platforms 
used. The main costs will be consulting fees, issuance fees, and legal fees. Certain related opportunity costs 
may include internal reorganization and employee training. The process could cost anywhere from $50,000 to 
$500,000. The process from kick-off to asset issuance may take 3 - 6 months, depending on the project.

For instance, if a producer is only trying to raise $500k, has all investors already lined up, has an in-house legal 
team, and a tech-savvy staff, then the costs would fall on the cheaper end. However, if the project costs $80M, 
has no interested investors, needs legal support, and must hire another employee to manage the deal internally, 
then it may cost a lot more. 

Any other questions or to see if the STO process is suitable for your project, please email info@tokenscope.io.

Token Rights:
 • Box Office Sales
 • All Licensing Fees
  o SVOD
  o Network Television
  o International
 • Pay-per-view Sales
 • DVD Sales

Not Contained:
 • Creative Input
 • Copyright
 • Trademarks
 • Sequel Rights
 • Merchandising Rights 
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Disclaimer:

The information provided in this document and accompanying material is for information and illustrative purposes 
only. Nothing in this document shall be deemed to constitute a prospectus of any sort, a solicitation for investment or 
investment advice nor does it in any way pertain to an offering or a solicitation of an offer to buy any securities in any 
jurisdiction. You should consult with a financial advisor or other professional to determine what may be best for your 
individual needs. Tokenscope shall not have any liability for any damages of any kind whatsoever relating to this ma-
terial. In the event that quotes or other material in this publication are used – in papers, reports, or opinions prepared 
for any other person – it is agreed that it will be sourced to: Tokenscope.




