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Purpose of this Document 

This document introduces a new model for financial system architecture, referred to as federated 
financial infrastructure. It examines the structural limitations of existing financial systems and 
outlines the evolution toward a coordinated model that enables institutions, regulators, and financial 
technology providers to operate more effectively within a shared framework. 

The document describes how participants engage within this model, clarifies the roles and 
responsibilities across institutions and jurisdictions, and establishes the design principles required to 
preserve control, regulatory authority, and system stability. It also explains the role of Omnieon as the 
infrastructure provider that enables coordination within this architecture. 

This material is intended for regulators and supervisory authorities, banks and regulated financial 
institutions, financial technology companies, and institutional investors and analysts. It is written 
from a system perspective, focusing on how coordination can occur across institutions and 
jurisdictions while maintaining regulatory oversight and institutional control. 

The document addresses the reduction of structural inefficiencies and the expansion of participation 
options within a governed environment. It is not a product description. It presents a system 
architecture and the principles required to implement it at scale within existing financial systems. 
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1. Executive Summary 
A System Under Structural Strain 

Financial systems today operate through a network of regulated institutions, each maintaining 
independent infrastructure, processes, and compliance frameworks. This model provides trust, 
accountability, and regulatory oversight. At the same time, it introduces structural limitations in how 
institutions coordinate, scale, and serve users across jurisdictions. 

As financial activity becomes more global, digital, and interconnected, these limitations are becoming 
more visible. 

The Rise of Financial Technology and Its Constraints 

Financial technology companies have reshaped how financial services are designed and delivered. 
They have improved user experience, expanded access, and accelerated innovation. 

However, their ability to scale remains constrained by reliance on individual banking partners, 
fragmented licensing requirements, and the operational burden of navigating multiple regulatory 
regimes. 

Decentralized Systems and Their Boundaries 

Decentralized systems have demonstrated new approaches to coordination, programmability, and 
continuous operation. They show how shared infrastructure can support multi party interaction 
without reliance on traditional intermediaries. 

However, these models face challenges in regulatory alignment, accountability, and integration with 
institutional financial systems. 

The Emergence of a Federated Model 

These conditions point toward the emergence of a new model for financial system design. 

Federated financial infrastructure introduces a coordinated architecture in which financial institutions 
retain control over accounts, data, and regulated activities, regulators maintain jurisdictional 
authority and oversight, and financial technology providers operate across institutions and 
jurisdictions without dependence on a single partner. 

Coordination across participants is enabled through shared infrastructure rather than fragmented 
bilateral integration. 

Separation of Control and Coordination 

At the core of this model is a structural separation between control and coordination. 
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Control remains local to institutions and jurisdictions. Coordination becomes network based, shared, 
standardized, and interoperable. Participation is non-exclusive, allowing institutions and financial 
technology providers to operate across multiple relationships. 

Core Principles of the Federated Model 

The model is built on three principles. 

Control 
Institutions maintain ownership of their ledgers, data, and regulatory responsibilities. Regulators 
retain authority within their jurisdictions. 

Coordination 
A shared coordination layer enables participants to interact, transact, and comply without duplicating 
infrastructure. 

Choice 
Participants are able to engage across multiple partners, jurisdictions, and service providers, 
expanding flexibility while preserving governance and accountability. 

Rules Embedded as Infrastructure 

Regulatory requirements, institutional policies, and business rules are embedded directly into the 
system. 

These rules are configured and enforced within the infrastructure, enabling consistent execution of 
compliance obligations, alignment with institutional risk frameworks, and controlled interaction 
across participants without manual reconciliation. 

Operational and Economic Outcomes 

The introduction of coordinated infrastructure produces two primary outcomes. 

Efficiency 
Operational processes such as onboarding, compliance, and integration are no longer duplicated 
across institutions. This reduces cost and improves execution. 

Optionality 
Participants gain flexibility in how they operate. Institutions expand distribution and partnerships. 
Financial technology providers access multiple regulated partners. Strategic options increase across 
the system. 

Coordinated Settlement and System Resilience 

The architecture enables coordinated settlement across institutions, improving visibility into 
transaction states and reducing delays associated with fragmented processes. 
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The system is designed for continuity. Coordination is distributed across jurisdictions, and operation 
does not depend on a single entity. 

What This Enables 

The introduction of federated infrastructure enables: 

• Consistent and automated compliance aligned with jurisdictional requirements 
• Coordination across institutions without the need for bilateral integration 
• Access to multiple regulated partners for financial technology providers 
• More efficient settlement with improved visibility into transaction flows 
• New distribution channels for network participants resulting in more access and choice for 

end users.  

Why This Model Is Emerging Now 

This model is emerging as a result of increasing regulatory complexity, rising operational costs, 
fragmentation across financial systems, and advances in technologies that enable secure 
coordination across multiple participants. 

At the same time, expectations for speed, access, and interoperability continue to increase. 

A New Architecture for Financial Systems 

Federated financial infrastructure represents the next stage in the evolution of financial systems. 

It integrates the trust and accountability of institutional finance, the innovation of financial 
technology, and the coordination capabilities demonstrated by newer technologies, all within a 
structure that preserves regulatory oversight, institutional roles, and system stability. 

Omnieon enables coordination within this system. It does not control assets, institutions, or 
regulatory outcomes. Its role is to provide the infrastructure through which participants interact. 

This document outlines the architecture, principles, and operational implications of this model, and 
how it can be implemented within existing financial environments. 

 

2. The Structural Problem: Fragmentation and Coordination 
Gaps 
A System Built on Trust and Control 

Financial systems today are built on a foundation of regulated institutions operating within clearly 
defined jurisdictional and supervisory frameworks. This structure provides trust, accountability, and 
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stability. Each institution maintains its own systems, processes, and controls, aligned with regulatory 
expectations and risk management requirements. 

This model has proven effective in establishing confidence in financial systems. 

 

Emerging Constraints in a More Connected System 

As financial activity becomes increasingly digital, cross-border, and interconnected, the limitations of 
this structure become more apparent. These are not failures of the system, but structural constraints 
in how coordination occurs across institutions and jurisdictions. 

 

Fragmentation as a Structural Outcome 

Fragmentation is not incidental. It is a direct result of how financial systems are organized. 

Each institution operates independently across core functions: 

• Customer onboarding and identity verification 
• Compliance, reporting, and risk management 
• Integration with other institutions through bilateral relationships 
• Management of ledgers, data structures, and operational workflows 

While necessary for control and accountability, this structure leads to repeated processes and 
inconsistent coordination across the system. 

In practice, this results in duplicated onboarding and verification, complex integration requirements, 
and variations in data formats and reporting standards across institutions. 

 

Limits of Bilateral Coordination 

Coordination between institutions today is largely achieved through pairwise integrations. Each new 
relationship requires technical integration, legal agreements, operational alignment, and compliance 
validation. 

As the number of participants increases, the number of required connections grows 
disproportionately. This introduces increasing complexity, higher operational overhead, and longer 
timelines for launching new services. 

The model becomes particularly constrained in environments where multiple institutions must 
interact simultaneously, where services span jurisdictions, or where financial products require 
coordinated participation across several entities. 
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Jurisdictional Boundaries and Regulatory Complexity 

Financial systems are inherently jurisdictional. Regulators operate within defined legal and geographic 
boundaries, and institutions must comply with local licensing requirements, reporting obligations, 
data residency rules, and supervisory expectations. 

As financial activity expands across borders, these requirements introduce additional layers of 
complexity. Compliance must be managed separately within each jurisdiction, and coordination 
across regulatory environments is often manual, delayed, or duplicated. 

This creates friction in expanding services into new markets, coordinating oversight across regulators, 
and maintaining consistency across distributed operations. 

 

Implications for Financial Institutions 

For banks and regulated entities, these structural constraints translate into increasing operational 
and compliance costs, as well as limitations in scaling services efficiently. 

Institutions retain control and accountability, but often rely on bespoke integrations and service 
arrangements. Accessing new distribution channels or forming new partnerships requires significant 
effort, making expansion slower and more resource-intensive than necessary. 

 

Implications for Financial Technology Providers 

For financial technology providers, fragmentation introduces a different set of challenges. 

To deliver services across products and markets, they must establish relationships with multiple 
regulated institutions, navigate varying licensing and compliance requirements, and integrate 
separately with each partner’s systems and processes. 

This creates operational dependency on individual partners and limits flexibility. It also increases 
compliance burden and introduces constraints on scaling across jurisdictions. As a result, even highly 
innovative solutions face structural barriers to growth. 

 

Implications for Regulators 

For regulators, fragmentation affects visibility and coordination across the system. 
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Supervisory oversight is typically institution-specific, jurisdiction-bound, and based on periodic 
reporting. This limits the ability to achieve real-time or system-wide visibility and makes it more 
difficult to coordinate oversight across institutions and jurisdictions. 

While regulatory authority remains intact, the infrastructure supporting supervision is not designed for 
continuous, coordinated oversight in a distributed and interconnected system. 

 

System-Level Consequences 

At a system level, these structural characteristics result in duplicated effort, delayed coordination, 
increased cost, and limited interoperability. They also create barriers to expanding access and 
participation across the financial ecosystem. 

These outcomes are not driven by individual inefficiencies. They are the result of how the system is 
structured. 

 

The Coordination Gap 

The central challenge is not a lack of capability within institutions. It is the absence of a shared 
coordination layer that enables institutions, financial technology providers, and regulators to interact 
efficiently without compromising control, accountability, or jurisdictional authority. 

 

A System Optimized for Control, Not Coordination 

Today’s system is highly effective at maintaining control within institutions. However, it does not fully 
support coordination across institutions. 

As financial systems continue to evolve toward greater interconnectedness, this gap becomes more 
pronounced. 

 

The Need for an Architectural Shift 

Addressing this challenge does not require incremental improvements. It requires a new architectural 
approach—one that preserves the strengths of the current system while enabling coordinated 
interaction at scale. 
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3. Evolution of Financial Architecture  
A System That Evolves with Its Constraints 

Financial systems evolve in response to changes in technology, economic needs, and regulatory 
frameworks. Each stage addresses specific challenges while introducing new constraints. 

Understanding this progression provides context for the emergence of a federated model, which 
builds on prior approaches while addressing their structural limitations. 

 

3.1 The Institutional Model: Trust and Accountability 

Foundations of Modern Financial Systems 

Modern financial systems are built on a network of regulated institutions operating within defined 
jurisdictional frameworks. Banks, credit unions, and other financial entities act as custodians of 
assets, managers of risk, and intermediaries in financial transactions. 

This model forms the foundation of global financial systems. 

Strengths of the Institutional Model 

The institutional framework provides trust, accountability, and regulatory alignment. Risk 
management is embedded within institutional structures, and supervisory oversight supports system 
stability. 

These characteristics have enabled financial systems to operate reliably at scale. 

Limits in a More Connected Environment 

As financial systems become more interconnected, structural limitations in coordination become 
more visible. Interactions between institutions remain fragmented and rely on bilateral relationships. 
Scaling across participants and jurisdictions becomes increasingly complex. 

The institutional model is highly effective at maintaining control within institutions. It is less effective 
at enabling coordination across them. 
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3.2 The Decentralized Model: Coordination and Programmability 

A New Approach to Financial Coordination 

Advances in distributed systems have introduced new approaches to coordination. Decentralized 
systems enable transactions, logic, and state transitions to be executed across shared networks 
rather than within individual institutions. 

This represents a shift in how financial interactions can be structured. 

Capabilities Introduced by Decentralized Systems 

These systems demonstrate how programmability can be embedded directly into financial workflows. 
They enable shared state across participants without centralized control and support continuous 
operation. 

They also enable composability, where services can build on one another within a shared 
environment. Together, these capabilities represent a meaningful advancement in coordination and 
interoperability. 

 

3.3 Structural Limitations of Fully Decentralized Systems 

Operating Outside Regulatory Frameworks 

While decentralized systems introduce important capabilities, they are not designed to operate within 
established regulatory frameworks. Applying jurisdiction specific rules and ensuring accountability 
across participants remains challenging. 

Alignment with regulatory oversight is required for financial systems to operate at scale. 

Challenges in Institutional Integration 

Regulated institutions remain central to financial systems. They are responsible for custody, credit, 
risk management, and compliance. 

Models that fully disintermediate these institutions face structural constraints in integrating with 
existing financial systems. Without this integration, participation at scale is limited. 

Accountability and Risk Management Constraints 

Financial systems require clearly defined accountability structures. In fully decentralized 
environments, maintaining consistent accountability across participants is complex. This introduces 
challenges in managing systemic risk and coordinating responses to disruption. 
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Barriers to Adoption in Regulated Systems 

These limitations restrict adoption within regulated environments where compliance, institutional 
participation, and jurisdictional oversight are required. 

Decentralized systems demonstrate important innovations, but their integration into the broader 
financial system remains constrained. 

 

3.4 Structural Limitations Across Models 

Two Models, Distinct Strengths 

The evolution of financial systems has produced two distinct models: institutional finance and 
decentralized systems. Each addresses a different set of requirements and demonstrates meaningful 
strengths. 

Institutional systems provide trust, accountability, and regulatory integration. Decentralized systems 
provide coordination, programmability, and shared infrastructure. 

Emerging Structural Constraints 

As systems become more digital and interconnected, structural limitations become more 
pronounced. Coordination across institutions remains dependent on bilateral integration. Processes 
such as onboarding, compliance, and reporting are repeated across participants, increasing cost and 
operational burden. 

Workflows remain sequential, limiting efficiency in multi party interactions. 

A Complementary but Incomplete Picture 

Neither model fully satisfies current system requirements. Institutional systems lack efficient 
coordination. Decentralized systems lack regulatory integration and accountability. 

The limitation is not in the individual models. It lies in the structure of the system. 

Escalating System Pressures 

Broader pressures continue to increase. Cost structures are rising across technology and 
compliance. Margins are compressing. Customer expectations are evolving toward faster and more 
integrated experiences. Regulatory complexity continues to grow, alongside increasing emphasis on 
sovereignty and control. 
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The Structural Conclusion 

No single existing model can deliver coordination, efficiency, innovation, regulatory alignment, and 
resilience at scale. 

 

3.5 The Federated Model: A Structural Synthesis 

A Response to Convergence 

The federated model emerges in response to these conditions. It does not replace institutional 
systems or replicate decentralized models. It introduces a structure that allows the strengths of both 
to operate within a coordinated framework. 

Separation of Control and Coordination 

The architecture separates control from coordination. Institutions retain ownership of ledgers, data, 
and regulatory responsibilities. Regulators maintain authority within their jurisdictions. Coordination 
across participants is enabled through shared infrastructure. 

Combining Previously Isolated Capabilities 

This structure brings together capabilities that have historically existed in isolation. Institutional trust 
and regulatory alignment are preserved, while coordination, interoperability, and programmable 
workflows are introduced. 

A New Operating Model for Financial Technology 

Financial technology providers operate across multiple institutions within a governed framework. They 
retain control over customer experience and product design while accessing regulated capabilities 
through shared infrastructure. 

Reducing Duplication and Improving Efficiency 

Processes such as onboarding, compliance, and reporting can be standardized and reused. 
Coordination becomes more continuous, improving execution across multi party interactions. 

Supporting Sovereignty and System Resilience 

The architecture supports jurisdictional sovereignty and system resilience. Coordination occurs 
across distributed nodes, and the system does not depend on a single participant. 
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A System That Operates as a Whole 

The result is a system in which institutions, regulators, and financial technology providers operate 
within a coordinated environment. Fragmentation is reduced, and the system becomes more efficient 
and adaptable. 

A Structural Shift in Financial Architecture 

This represents a shift in how financial systems are structured. It is not a change in participants, but in 
how they connect and operate together. 

This is not a hybrid model. It is a structural synthesis. 

 

4. Federated Architecture: A System of Coordinated 
Sovereignty  
From Concept to System Design 

The federated model is designed as a practical architecture that can be implemented within existing 
financial systems. It introduces a new mode of coordination without requiring the replacement of 
institutional infrastructure. 

The objective is to enable structured interaction across participants while preserving institutional 
roles, regulatory authority, and system stability. 

This section outlines how the architecture is defined and how it operates in practice. 

 

A System Structured Around Roles and Layers 

The federated system organizes financial activity across defined roles and infrastructure layers. 

Financial institutions manage assets, ledgers, and regulated activities. Regulators maintain 
jurisdictional authority and supervisory oversight. Financial technology providers operate at the point 
of user interaction and product delivery. 

The architecture introduces a coordination framework that enables these participants to interact 
without requiring direct integration between each party. 
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Four Layers of the Federated Architecture 

The system is structured across four layers. Each layer performs a distinct function within the 
financial system. The: 

• Trust Layer establishes control, 
• Coordination Layer enables synchronization, 
• Settlement Layer enables execution, and 
• Distribution Layer enables access. 

Together, these layers form a coherent system in which each function reinforces the others. 

 

Trust Layer: Control 

Trust remains anchored in regulated institutions. 

Financial institutions maintain customer accounts, control primary ledgers, and manage risk and 
compliance. Regulatory authority remains fully intact within jurisdictions. 

This layer does not alter how institutions fulfill their responsibilities. It ensures that control remains 
local, governed, and accountable. 

 

Coordination Layer: Synchronization 

Coordination is enabled through a shared system that synchronizes activity across participants. 

This layer tracks transaction states, aligns activity across institutions and financial technology 
providers, and supports multi party workflows. It operates alongside institutional systems rather than 
replacing them. 

Synchronization replaces fragmented interaction with structured coordination. 

 

Settlement Layer: Execution 

Settlement remains within institutional systems but is enhanced through coordinated execution. 

A distributed meshed settlement model enables alignment of obligations, visibility into transaction 
states, and more efficient execution across participants. Transactions are completed based on 
authorization, liquidity, and predefined relationships. 

Execution becomes coordinated rather than sequential. 
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Distribution Layer: Access 

Distribution is enabled through network connected financial technology providers. 

Financial technology providers design and deliver products, manage user relationships, and access 
multiple institutions through the network. This enables scalable service delivery without dependence 
on a single partner. 

Access becomes broader, more flexible, and more efficient. 

 

4.1 Control, Ownership, and Sovereignty 

Preserving Institutional Control 

Control remains with financial institutions. 

Institutions retain stewardship of customer data, financial ledgers, and compliance decisions. There 
is no transfer of control to the coordination layer. 

 

Jurisdictional Sovereignty by Design 

Each jurisdiction retains authority over its financial system. 

Regulators define rules, reporting requirements, and data governance standards. Coordination nodes 
operate within jurisdictions, ensuring that data remains local and system behavior aligns with 
regulatory expectations. 

Coordination occurs across jurisdictions without compromising sovereignty. 

 

Omnieon as a Coordination Enabler 

Omnieon enables interaction across the system through shared infrastructure. 

It does not control assets, institutions, or regulatory decisions. Its role is limited to enabling 
coordination between participants. 
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4.2 Coordination Without Centralization 

The Coordination Model 

The coordination layer serves as a shared reference for transaction activity. 

It reflects transaction states, synchronizes institutional systems, and enables multi party 
coordination. It is not a central authority. Each jurisdiction operates its own coordination node, and 
nodes interoperate across the network. 

 

Side Ledgers and Progressive Integration 

Participants operate side ledgers that connect to the system. 

These ledgers reflect relevant activity, synchronize with the coordination layer, and integrate with 
existing systems. Integration can begin through batch processes and progress to automated or API 
based connectivity. 

This enables adoption without requiring immediate changes to core infrastructure. 

 

Inter Jurisdiction Coordination 

Coordination nodes communicate across jurisdictions. 

This enables cross border interaction while preserving local control. Each jurisdiction maintains 
authority over its own node while participating in a broader coordinated system. 

 

Continuity and Independence 

The system is designed to operate without dependency on any single participant, including Omnieon.  

Coordination continues even if individual participants or operators change. This supports long term 
system resilience. 

 

4.3 Rules as Infrastructure 

Embedding Rules into Execution 

Rules are embedded directly into the system. 
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Regulatory requirements, institutional policies, and business rules govern how transactions are 
initiated, validated, and completed. Compliance is enforced as part of execution rather than applied 
after the fact. 

 

Jurisdiction Specific Enforcement 

Rules are configured within each jurisdiction. 

This ensures alignment with local regulatory frameworks and institutional policies. Each coordination 
node enforces the rules applicable within its domain. 

 

Automated Reporting and Visibility 

The system generates reporting outputs aligned with regulatory requirements. 

This enables timely visibility into financial activity and reduces reliance on manual reporting 
processes. 

 

4.4 Separation of Licensing, Risk Capital, and Operations 

Decoupling Traditional Dependencies 

In traditional systems, licensing, operations, and capital are tightly coupled. 

The federated model separates these elements.   

 

Risk Capital Follows Activity 

Risk capital is allocated based on activity rather than being statically tied to institutional structures. 

Capital allocation becomes more precise and flexible, enabling more efficient use of resources 
across participants. 

 

Operational Flexibility 

Participants operate within the system without requiring full ownership of all components. 
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Financial institutions, financial technology providers, and service providers contribute to execution 
within a shared framework, enabling more efficient distribution of roles. 

 

4.5 A System That Connects Without Disrupting 

Designed for Incremental Adoption 

The architecture integrates with existing systems rather than replacing them. 

Participants can adopt coordination through side ledgers, expand integration over time, and maintain 
existing operational models. 

 

From Fragmentation to Coordination 

The system enables a transition from fragmented interaction to coordinated operation. 

Institutions retain control. Regulators retain authority. Financial technology providers retain 
innovation and customer ownership. Coordination becomes structured and continuous. 

 

A Practical Path Forward 

The federated architecture is designed for implementation within existing financial environments. 

It enables participants to move toward coordinated operation without compromising control, 
compliance, or system stability. 

 

5. How the System Works (Operational View)  

This section describes system behavior, not implementation specifics. 

A Coordinated System with Clear Responsibilities 

The federated model operates through a structured division of responsibilities across participants, 
combined with synchronization through shared infrastructure. 

Financial institutions, financial technology providers, and other participants operate independently, 
while their activities are coordinated to ensure consistency, compliance, and settlement integrity. 
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The system presents a simple experience to the end user while managing complexity within the 
infrastructure. 

 

5.1 Onboarding 

Verify Once and Operate Across the Network 

A user or business completes onboarding through a participating financial technology provider or 
regulated institution. Identity is verified through a standardized process aligned with jurisdictional 
requirements. 

Once verified, this identity can be reused across the network. This reduces repeated onboarding while 
maintaining compliance with regulatory standards. Each institution continues to fulfill its regulatory 
obligations, with improved consistency and efficiency. 

 

5.2 Transaction Initiation 

Transactions Originate at the Point of Relationship 

All transactions begin where the customer relationship exists. The financial technology provider or 
institution defines the user experience and initiates the transaction. 

Where regulatory authorization is required, the participating institution performs that function. The 
transaction is recorded on the participant’s side ledger, reflecting its authoritative view of the activity. 

Customer interaction remains localized while coordination occurs in parallel. 

 

5.3 Compliance Enforcement 

Rules Enforced Within Execution 

Compliance is embedded directly into system behavior. Regulatory requirements and institutional 
policies are encoded into a rules framework that validates each transaction in real time. 

Transactions proceed only when they meet jurisdiction specific and institutional criteria. Reporting is 
generated automatically and aligned with regulatory expectations. 

Compliance shifts from a retrospective activity to a continuous process embedded within execution. 
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5.4 Routing and Coordination 

Synchronization Across Participants 

Validated transactions are routed through the coordination layer, where activity is synchronized 
across all relevant participants. 

Transactions involving multiple institutions are matched, verified, and aligned within the system. 
When activity spans jurisdictions, coordination nodes ensure alignment across markets while 
preserving local rules. 

This enables coordinated interaction without requiring direct integration between participants. 

 

5.5 Settlement 

Execution Based on Authorization and Liquidity 

Settlement occurs through a distributed model in which institutions maintain defined relationships 
and liquidity positions. 

Institutions maintain pre-funded or pre-agreed positions with one another. Before execution, 
obligations are visible and aligned with available liquidity. Once authorized, funds move according to 
predefined rules and relationships. 

This improves predictability, reduces reconciliation requirements, and increases certainty of 
completion while maintaining institutional control over capital. 

 

5.6 Side Ledgers and Coordination 

Alignment Without Disruption 

Each participant operates a side ledger that connects to the federated system. The side ledger 
reflects the participant’s view of accounts and transactions related to network activity. 

These ledgers synchronize with the coordination layer, ensuring alignment across participants. 
Integration can begin through batch processes and evolve toward automated or API based 
connectivity. 

This enables participation without requiring immediate changes to existing systems. 
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5.7 Separation of Roles 

Licensing, Execution, and Capital as Distinct Functions 

In traditional systems, licensing, operations, and capital are tightly coupled. The federated model 
separates these functions. 

Licensing remains with regulated institutions. Operational execution is distributed across financial 
technology providers and service participants. Capital is aligned with the activity that generates risk. 

This structure enables more efficient capital deployment while preserving regulatory accountability. 

 

5.8 System Validity and Operational Feasibility 

Alignment with Existing Financial Structures 

The system operates within current regulatory and institutional frameworks. Financial institutions 
continue to hold licenses and maintain oversight responsibilities. Financial technology providers 
retain control over customer experience and product design. 

Coordination introduces consistency across participants without centralizing control or requiring 
structural change. This makes the model operationally feasible while enabling improved coordination 
and efficiency. 

 

5.9 User Experience 

Complexity Managed Within the System 

From the perspective of the end user, the system remains simple. Onboarding occurs once. Services 
can be accessed across multiple providers. Transactions are completed more efficiently, and options 
are easier to identify and compare. 

The complexity required to support this experience is contained within the infrastructure rather than 
exposed to the user. 

 

6. Regulatory Model and Supervisory Alignment  
Local Authority Preserved. System Level Visibility Enhanced 

The federated model aligns infrastructure with jurisdictional authority. Regulatory requirements are 
embedded into system behavior, enabling oversight to occur with greater consistency and timeliness. 
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Each jurisdiction retains full control over its rules, data, and supervisory approach, while gaining 
coordinated visibility across institutions and financial technology participants. 

The result is a model in which authority is preserved and supervisory capability is strengthened. 

 

Supervisory Model: Before and After 

Before 

• Oversight is institution specific and based on periodic reporting 
• Visibility across participants is limited and delayed 
• Non bank activity is often outside structured supervisory frameworks 
• Compliance is validated after execution through audits and reviews 

After 

• Oversight becomes structured and continuous within each jurisdiction 
• Visibility extends across institutions and financial technology participants 
• Compliance is validated at the point of execution 
• Reporting is generated automatically and aligned with regulatory requirements 

 

6.1 Jurisdictional Control by Design 

Clear Separation Between Execution and Coordination 

Transactions are executed within institutions and recorded on their side ledgers. These ledgers remain 
the authoritative record and operate within the applicable jurisdiction. 

Coordination occurs through jurisdiction based nodes that synchronize activity across participants 
without altering ownership of transactions. 

Data remains within jurisdictional boundaries and is governed according to local requirements. Each 
jurisdiction determines how coordination logic evolves and whether updates are adopted. 

This structure enables coordination across jurisdictions without centralizing control. 
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6.2 Continuous Supervisory Visibility 

From Periodic Reporting to Structured Awareness 

Supervisory visibility becomes continuous and aligned with system activity. Transactions are validated 
against applicable rules at the point of execution, and reporting is generated as part of system 
operation. 

Activity from both institutions and financial technology providers is visible within a consistent 
supervisory framework. 

This expands oversight without increasing reporting burden. 

 

6.3 Preservation of Regulatory Authority 

Authority Retained, Execution Standardized 

Regulatory authority remains with supervisory bodies. Institutions continue to be responsible for 
compliance, risk management, and customer relationships. 

The system operates within defined parameters and does not introduce discretionary control. Instead, 
it ensures that regulatory intent is applied consistently across participants. 

Authority remains intact. Execution becomes predictable and consistent. 

 

6.4 Separation of Licensing, Operations, and Capital 

Risk Aligned with Activity 

Licensing remains with regulated entities. Operational activities are distributed across participants. 
Capital is aligned with the activity that generates risk. 

This enables financial activity to be structured more precisely while maintaining accountability 
through licensed institutions. 

 

6.5 Regulatory Engagement Model 

Progressive Alignment Over Time 

Engagement begins with compliance alignment at system entry. As participation expands, supervisory 
visibility extends to broader activity across institutions and financial technology providers. 
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Over time, engagement becomes more coordinated. Supervisory bodies interact with participants and 
infrastructure providers to better understand system behavior and emerging risks. 

At more advanced stages, collaboration may extend to the development of shared supervisory 
approaches aligned with policy objectives. 

This progression enhances existing frameworks without requiring structural change. 

 

6.6 Resilience and Continuity of Coordination 

Operational Independence by Design 

Coordination nodes operate independently within each jurisdiction. Governance structures allow 
local participants to maintain and operate these nodes if required. 

System operation does not depend on any single entity. This supports continuity under a range of 
operational and jurisdictional conditions. 

 

6.7 Upgradeability and Interoperability Governance 

Local Control with Shared Evolution 

Jurisdiction specific updates are managed locally. Coordination and interoperability updates are 
shared across the network. 

Each jurisdiction determines whether to adopt updates. Nodes that adopt compatible approaches 
maintain interoperability across the network. 

Over time, widely adopted practices converge into shared standards, enabling system evolution 
without centralized control. 

 

6.8 Supervisory Effectiveness and System Efficiency 

Scaled Oversight Without Increased Burden 

Supervisory capability improves through broader visibility and alignment with execution. Reliance on 
fragmented reporting is reduced. 

Oversight can scale without a proportional increase in resources. Institutions benefit from consistent 
and automated compliance processes. 
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6.9 System Outcomes from a Supervisory Perspective 

A More Transparent and Aligned Financial System 

Financial activity becomes more visible, consistent, and aligned with regulatory expectations. 
Compliance is enforced as part of execution, reducing reliance on retrospective validation. 

Systemic risk is better understood through improved visibility of obligations and flows. At the same 
time, access to financial services expands across participants and jurisdictions. 

Authority remains with supervisory bodies. Accountability remains with institutions. Execution is 
standardized through infrastructure. 

The result is a system that is more transparent, more consistent, and more aligned with regulatory 
objectives. 

 

7. Infrastructure Model  
A Layered System for Coordination, Trust, and Scale 

The federated system is structured as a set of coordinated layers, each responsible for a distinct 
function within financial infrastructure. These layers operate together to enable interaction across 
institutions, jurisdictions, and participants. 

The architecture integrates with existing systems. Institutions can participate without replacing their 
current infrastructure. Integration can begin with minimal effort and expand over time as capabilities 
are adopted. 

This approach supports both incremental adoption and long term transformation. 

 

7.1 The Federated Stack Overview 

Four Layers Operating as a Unified System 

The infrastructure is organized into four layers: trust, coordination, settlement, and distribution. 

Each layer performs a distinct function. The trust layer establishes control through identity, 
compliance, and rule enforcement. The coordination layer enables synchronization across 
participants. The settlement layer enables execution of financial transactions. The distribution layer 
enables access to financial services and market reach. 

These layers operate as a unified system. Each reinforces the others, creating a coordinated 
environment for financial activity. 
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7.2 Coordination Layer 

Synchronization Without Central Control 

The coordination layer aligns activity across institutions and jurisdictions while preserving 
independence. 

Each jurisdiction operates one or more coordination nodes that maintain synchronization within that 
market. These nodes connect across jurisdictions through defined protocols, enabling cross border 
coordination. 

Coordination is shared rather than centralized. Each node operates independently and determines 
how it evolves while remaining connected to the broader network. 

This structure supports continuous coordination under a range of operational conditions. 

 

7.3 Trust Layer 

Control Through Identity, Compliance, and Rule Enforcement 

The trust layer ensures that all activity aligns with regulatory and institutional requirements. 

Identity is established through jurisdiction specific verification processes and can be reused across 
participants. This reduces duplication and improves consistency. 

Regulatory requirements and institutional policies are embedded into system behavior. Transactions 
are validated at the point of execution, and reporting is generated as part of system operation. 

Privacy is preserved through verification mechanisms that confirm compliance without exposing 
underlying data. 

Trust is enforced continuously through infrastructure. 

 

7.4 Side Ledgers and Institutional Integration 

Participation Aligned with Existing Systems 

Each institution operates a side ledger that connects to the federated system. This ledger reflects the 
institution’s view of network related activity and remains under its control. 
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The side ledger enables participation without requiring immediate changes to internal systems. 
Integration can begin through batch processes and progress toward automated or API based 
connectivity. 

Institutions can deepen integration over time while maintaining operational continuity. 

 

7.5 Blockchain as an Enabling Technology 

Applied Where It Strengthens Integrity and Coordination 

Blockchain is used selectively where it strengthens system integrity and coordination. It supports 
consistent record keeping and synchronization across coordination nodes and participant ledgers. 

Implementation is controlled and aligned with regulatory expectations. Data governance remains 
within institutional and jurisdictional boundaries. 

The technology is applied where it provides clear value and is not used where it introduces 
unnecessary complexity. 

 

7.6 Settlement Layer 

Execution Through Coordinated Liquidity and Authorization 

The settlement layer enables movement of value across institutions through a distributed model. 

Institutions maintain defined relationships and liquidity positions. Transactions are executed based 
on authorization and available liquidity, with coordination ensuring alignment across participants. 

This approach improves transparency and reduces reliance on centralized clearing structures while 
maintaining institutional control. 

 

7.7 Distribution Layer 

Access and Market Reach as System Capabilities 

The distribution layer connects users, financial technology providers, and institutions within a 
coordinated environment. 

Users access multiple services through a consistent experience. Financial technology providers reach 
users more efficiently. Institutions extend distribution beyond traditional channels. 

Distribution becomes a system capability rather than a separate function. 



28 
Federated Financial Infrastructure: System Design and Operational Model – Discussion Paper      
Omnieon Inc.     I     April 2026    I      

 

7.8 Interoperability and Protocol Evolution 

Standards That Emerge Through Coordinated Adoption 

Interoperability is achieved through shared protocols that evolve over time. 

Updates can originate from any coordination node. Each jurisdiction determines whether to adopt 
them. Nodes that adopt compatible approaches maintain interoperability across the network. 

Over time, widely adopted practices converge into shared standards without centralized control. 

 

7.9 Governance Embedded in Infrastructure 

Rules and Roles Defined Within the System 

Governance is integrated into the infrastructure. 

Network agreements define roles, responsibilities, and permissions across participants. These 
structures ensure that interactions remain predictable and aligned. 

Where appropriate, governance rules are encoded into system behavior, allowing enforcement to 
occur as part of execution. 

 

7.10 System Capabilities and Functional Outcomes 

A Coordinated and Scalable Foundation 

The combined effect of these layers is a system capable of coordinating activity across institutions 
and jurisdictions while preserving independence and control. 

The infrastructure enables consistent compliance, coordinated interaction, efficient settlement, and 
expanded access to financial services. 

It supports progressive adoption and continuous evolution. 

The result is a foundation that is resilient, adaptable, and capable of supporting the next stage of 
financial system development. 
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8. Economic Model and Incentive Alignment  
Layered Value Creation with Aligned Incentives 

The economic model of the federated system is based on coordinated infrastructure that reduces 
cost, expands access, and improves system performance. Value is created across multiple layers 
that reinforce one another. 

As participation increases, shared infrastructure lowers cost per participant while expanding 
capability. The result is a compounding model of value creation aligned across institutions, financial 
technology providers, and the broader system. 

 

Where Value Is Created 

Value is generated across four layers that operate together. 

• Trust reduces cost through shared compliance, identity, and regulatory alignment. 
• Coordination expands access through network based interaction. 
• Settlement improves efficiency through more predictable and aligned execution. 
• Distribution drives growth by expanding market reach and improving demand matching. 

Individually, each layer delivers value. Together, they create a system in which efficiency, access, and 
scale reinforce one another. 

 

8.1 Layered Value Creation 

Independent Capabilities with Compounding Impact 

Each layer delivers value independently, while the combined effect emerges as participants adopt 
multiple layers over time. 

Trust establishes a compliant foundation for participation. Coordination enables structured 
interaction across participants. Settlement improves the movement and certainty of value. 
Distribution expands access to users and markets. 

As these layers are combined, coordination improves, execution becomes more efficient, and access 
expands. The system becomes more valuable as it becomes more connected. 
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8.2 Trust Layer Economics 

Shared Compliance as Infrastructure 

The trust layer provides identity verification, compliance, reporting, and enforcement of institutional 
policies. 

Its primary economic impact is the removal of duplication. Institutions no longer maintain separate 
compliance systems for each relationship. Financial technology providers no longer manage 
compliance independently. 

Compliance becomes a shared capability. This reduces cost while improving consistency and 
reliability. 

Pricing aligns with usage, including verification events and access to compliance and reporting 
functions. The trust layer forms the foundation of participation. 

 

8.3 Coordination Layer Economics 

Network Access and Reduced Integration Cost 

The coordination layer replaces fragmented integration with a network based model. 

Participants connect once and interact across the network. This reduces the cost and complexity 
associated with technical integration, governance, and partnership formation. 

Financial technology providers operate across multiple institutions. Institutions gain access to 
distribution and service capabilities without building separate integrations or entering bilateral 
agreements. 

Economic value is derived from access to the network, participation, and the reduction of operational 
complexity. 

 

8.4 Settlement Layer Economics 

Efficient Execution with Reduced Friction 

The settlement layer improves how value moves across institutions. 

Transactions are coordinated with greater visibility and completed with increased certainty. This 
reduces reconciliation requirements, improves liquidity utilization, and lowers operational overhead. 

Participation is optional. Institutions adopt settlement capabilities where they provide clear benefit. 



31 
Federated Financial Infrastructure: System Design and Operational Model – Discussion Paper      
Omnieon Inc.     I     April 2026    I      

Economic value is generated through transaction activity, coordination of liquidity, and cross 
jurisdiction execution. 

 

8.5 Distribution Layer Economics 

Network Enabled Growth and Market Access 

The distribution layer enables institutions and financial technology providers to reach users more 
efficiently. 

Products and services become accessible across participants, allowing users to identify and engage 
with offerings based on relevance and value. 

Institutions extend distribution beyond traditional channels. Financial technology providers reduce 
reliance on customer acquisition cost and gain access to broader markets. 

Economic value aligns with performance, including transaction activity and product distribution. 

 

8.6 Stakeholder Economic Outcomes 

Aligned Incentives Across Participants 

The economic model aligns incentives across all participants. 

• Institutions reduce cost, expand distribution, and improve operational efficiency while 
maintaining control over risk and compliance. 

• Financial technology providers gain access to infrastructure, reduce regulatory burden, and 
scale across institutions and jurisdictions. 

• Supervisory bodies benefit from improved visibility and more consistent compliance 
outcomes. 

• Investors gain exposure to infrastructure that increases in value as participation grows. 

These outcomes reinforce one another and support system wide adoption. 

 

8.7 Network Effects and Scaling 

Participation Strengthens System Value 

As participation increases, the value of the system expands across all layers. 

Shared infrastructure reduces cost. Available services increase. Distribution becomes more efficient. 
Coordination improves. 
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The system becomes more capable as it grows, creating reinforcing network effects. 

 

8.8 Pricing Approach 

Aligned with Usage and Value Delivered 

Pricing reflects the function of each layer and aligns with value delivered. 

Trust and transaction related services are usage based. Coordination reflects access to the network. 
Distribution aligns with performance and outcomes. 

Participants adopt capabilities incrementally, aligning cost with realized value and reducing barriers 
to entry. 

 

8.9 System Level Economic Outcome 

A More Efficient and Accessible Financial System 

The federated model combines the strengths of regulated financial systems with the efficiency of 
coordinated infrastructure. 

It maintains regulatory oversight and institutional accountability while improving speed, reducing 
cost, and expanding access. 

The result is a system that operates with greater efficiency, alignment, and scalability across 
participants. 

This represents a structural shift in how value is created and delivered within financial systems. 

 

 

9. Adoption and Network Formation  

9.1 The Core Principle 

Adoption Begins Where Pain Is Highest and Risk of Change Is Lowest 

The system is not adopted through full participation at the outset. It is adopted by solving immediate, 
high impact problems within existing operating models. 

Financial institutions and financial technology providers can both enter the system independently 
through the trust layer, though their motivations differ. Institutions adopt to reduce cost and improve 
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operational efficiency. Financial technology providers adopt to simplify compliance and prepare for 
scalable participation. 

Initial adoption occurs independently. Coordination is enabled by design and emerges as 
participation increases. 

 

9.2 Institutional Entry Points 

Cost, Deposits, and Distribution Define Institutional Adoption 

Financial institutions, particularly smaller banks and credit unions, face structural pressure across 
three areas. 

Compliance costs continue to increase as regulatory requirements expand. Deposit growth is 
constrained by limited market reach. Distribution capabilities are restricted by legacy systems and 
limited access to new customer segments. 

Adoption begins by addressing these pressures directly without requiring changes to core operating 
models. 

 

9.3 Institutional Adoption Path 

From Efficiency to Growth 

Institutional adoption follows a sequence of practical steps. 

First, institutions adopt the trust layer. Compliance, reporting, and policy enforcement become 
standardized and automated, reducing operational burden and improving consistency. 

Second, institutions expand access to deposits through structured programs aligned with defined 
communities or capital pools. These programs allow communities or partners to deploy capital within 
a regulated framework while aligning governance, risk, and participation. 

Third, institutions extend distribution through financial technology providers. These providers act as 
access points to new customer segments and markets, enabling institutions to scale beyond their 
traditional reach. 

This progression moves from cost reduction to growth and market expansion. 
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9.4 Financial Technology Adoption 

Problem and Solution Alignment 

Financial technology providers face two primary constraints. 

The first is access to stable banking relationships. Access to regulated institutions is often 
inconsistent and subject to disruption. The system addresses this by enabling structured access to 
participating institutions, allowing a single institution to support multiple providers and creating early 
network scale. 

The second is regulatory complexity. Compliance requirements, reporting obligations, and policy 
enforcement introduce significant operational burden. The system embeds these requirements 
directly into infrastructure, allowing financial technology providers to operate within defined 
frameworks without managing compliance independently. 

As a result, financial technology providers shift focus toward product development, user experience, 
and growth. 

 

9.5 Coordinated Expansion 

Designed for Connection from the Outset 

Participants enter the system in a way that enables future coordination without reconfiguration. 

Side ledgers and trust layer integration establish the foundation for coordination. As activity increases, 
interactions between institutions and financial technology providers become structured and 
synchronized through the coordination layer. 

Settlement and distribution capabilities extend naturally from this foundation, enabling broader 
participation and system growth. 

Coordination is not introduced later. It is built into the system from the beginning. 

 

9.6 Jurisdictional Strategy 

Local Entry, Global Architecture 

There is no single entry strategy across jurisdictions. Each market presents different drivers for 
adoption. 

In some regions, adoption is driven by regulatory cost and fragmentation. In others, it is driven by 
access to new markets, capital flows, or the need for foundational infrastructure. 



35 
Federated Financial Infrastructure: System Design and Operational Model – Discussion Paper      
Omnieon Inc.     I     April 2026    I      

The system adapts to local conditions while maintaining a consistent global architecture. 

This allows multiple jurisdictions to develop in parallel while remaining interoperable. 

 

9.7 Network Formation 

Resilience Precedes Expansion 

Network formation is defined by the strength of each jurisdiction rather than the speed of expansion. 

Within each jurisdiction, the focus is on establishing stable participation, reliable compliance, active 
transaction flows, and regulatory alignment. 

Multiple jurisdictions can develop in parallel, but each must reach operational resilience before 
becoming a foundation for broader coordination. 

Growth is not driven by geographic expansion alone. It is driven by the strength and reliability of each 
node within the network. 

 

9.8 Low Friction Entry 

Participation Without Disruption 

Entry into the system does not require full integration. Institutions and financial technology providers 
can participate with minimal changes and expand involvement over time. 

Integration can begin through side ledgers and batch processes and evolve toward automated or API 
based connectivity. 

This allows cost and complexity to align with realized value, reducing barriers to adoption. 

The trust layer provides the initial point of entry. Coordination and settlement capabilities are adopted 
progressively. 

 

9.9 Regulator Engagement 

Alignment Reduces Friction 

Regulatory engagement supports adoption by providing clarity and confidence. 

Engagement ensures that participation aligns with existing regulatory requirements and reduces 
uncertainty for institutions and financial technology providers. 



36 
Federated Financial Infrastructure: System Design and Operational Model – Discussion Paper      
Omnieon Inc.     I     April 2026    I      

As the system evolves, supervisory visibility increases and alignment strengthens, further reducing 
friction and enabling broader participation. 

 

9.10 The Outcome 

A Network Formed Through Aligned Decisions 

Adoption occurs through a sequence of rational decisions by participants. 

Institutions reduce cost and expand capability. Financial technology providers gain access and 
stability. Jurisdictions establish resilience before scaling. 

Over time, independent participation becomes coordinated infrastructure. 

What begins as optional becomes foundational. 

 

10. Why Now  
A Convergence of Pressures, Capabilities, and System Requirements 

The emergence of a federated model is not driven by a single development. It reflects a convergence 
of conditions that have aligned over time. 

Financial systems have reached a point where incremental evolution is no longer sufficient to address 
current demands. A structural shift is required. 

 

10.1 System Pressure 

Rising Cost, Fragmentation, and Institutional Strain 

Financial systems have become more expensive and complex to operate, particularly for smaller 
institutions. 

Regulatory requirements have expanded, increasing the cost of compliance, reporting, and audit. 
These costs do not scale evenly, placing disproportionate pressure on smaller organizations. 

At the same time, margin pressure has increased. Competition from larger institutions and financial 
technology providers has reduced profitability across core services, while operating costs continue to 
rise. 
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These conditions have contributed to consolidation. In many cases, mergers are driven by the need to 
maintain operational viability rather than expand capability. 

Fragmentation remains unresolved. Coordination across institutions continues to rely on bilateral 
relationships, duplicated processes, and manual reconciliation. 

 

10.2 Technological Readiness 

Capabilities Now Support Practical Implementation 

Technologies that enable coordination, verification, and execution across multiple participants have 
reached a level of maturity that supports practical application. 

Distributed systems, cryptographic verification, and programmable infrastructure demonstrate that 
trust can be embedded into system behavior, transactions can be coordinated across participants 
without centralized control, and settlement can occur with reduced delay. 

Identity systems, compliance automation, and secure data handling now support operation within 
regulated environments. 

These developments do not replace institutions. They change how institutions can interact. 

 

10.3 The Limits of Decentralized Models 

Coordination Without Governance Remains Incomplete 

Decentralized systems have demonstrated advances in coordination and programmability. They show 
that financial interactions can occur across shared infrastructure. 

However, they do not address the requirements of regulatory alignment, accountability, and risk 
management at scale within regulated environments. 

At the same time, institutional and regulatory responses have reinforced the continued role of 
regulated entities in financial systems. 

The direction is not toward full decentralization. It is toward models that integrate coordination with 
governance. 
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10.4 Sovereignty and System Resilience 

Diversification and Reduced Dependency 

Global financial infrastructure has become more interconnected and, in many cases, more 
concentrated. 

This concentration introduces dependency on specific systems and coordination pathways. While 
effective, it creates structural vulnerability. 

There is increasing emphasis on diversification of infrastructure options, resilience across 
jurisdictions, and reduced reliance on singular coordination pathways. 

The federated model addresses this by enabling coordination without central dependency while 
preserving jurisdictional authority. 

 

10.5 Market Demand and Changing Expectations 

Access, Speed, and Integration 

Expectations for financial services have evolved. 

Users expect access across providers, faster transactions, and integrated digital experiences. Capital 
is increasingly mobile, with demand extending beyond local markets. 

Financial technology providers have improved user experience and service delivery. However, their 
ability to scale remains constrained by infrastructure and regulatory fragmentation. 

This creates a gap between user level capability and system level support. 

 

10.6 The Convergence 

Conditions Have Aligned 

Individually, these factors would not require a new model. Together, they create a clear direction. 

Institutional systems face increasing pressure. Technological capabilities enable new forms of 
coordination. Decentralized approaches demonstrate both potential and limitation. Demand for 
resilience and diversification continues to grow. Expectations for access and efficiency continue to 
increase. 

This convergence did not exist previously. 
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10.7 Why a New Model Is Required 

Existing Models Are Structurally Incomplete 

Institutional systems provide trust and regulatory alignment but lack coordination efficiency. 
Decentralized systems provide coordination but lack regulatory integration and accountability. 

Neither model independently satisfies current system requirements. 

A third model is required. One that combines institutional trust, coordinated infrastructure, and 
jurisdictional control. 

 

10.8 Why It Has Been Difficult to Build 

The Challenge Is Structural 

The federated model requires integration across regulatory systems, institutional frameworks, and 
distributed technologies. It requires alignment of governance, infrastructure, and economic 
incentives across multiple participants and jurisdictions. 

These elements have not previously been combined in a single architecture. 

 

10.9 Why It Is Now Possible 

Capability Has Reached Alignment 

The technologies, regulatory understanding, and system design required to implement this model now 
exist concurrently. 

What was previously conceptual can now be implemented within existing financial environments. 

 

10.10 The Implication 

A Structural Direction for Financial Systems 

The question is no longer whether financial systems will evolve, but how they will be coordinated. 

The federated model provides a path that preserves the strengths of institutional systems while 
enabling coordinated interaction across participants and jurisdictions. 

It represents a structural progression in financial system architecture. 
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11. Competitive Landscape  
A Layered Comparison Across Financial System Models 

The competitive landscape in financial services is defined by how different models address the core 
functions required for financial systems to operate. These functions can be understood across four 
layers: trust, coordination, settlement, and distribution. 

Institutional finance, decentralized systems, and federated infrastructure each approach these layers 
differently. Within each layer, specialized providers address specific capabilities. 

The result is a fragmented landscape in which each model solves part of the system, but not the 
system as a whole. 

 

11.1 Trust Layer 

Identity, Compliance, and Verification 

Institutional Approach 
Trust is managed independently by each institution. Identity verification and compliance processes 
are repeated across institutions and supported by internal systems and external providers. 

This approach provides control but results in duplication and inconsistency. 

Decentralized Approach 
Trust is established through cryptographic mechanisms. Identity is self managed, and verification is 
derived from transaction history and system state. 

This introduces efficiency and programmability but has limited alignment with regulatory 
requirements. 

Federated Approach 
Trust is standardized across participants. Identity is verified once and reused. Regulatory 
requirements and institutional policies are embedded into system behavior and enforced 
continuously. 

This creates a consistent and scalable trust framework. 
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11.2 Coordination Layer 

Interaction Across Participants 

Institutional Approach 
Coordination is achieved through bilateral integration. Each relationship requires separate technical, 
legal, and operational alignment. 

This increases complexity and limits scalability. 

Decentralized Approach 
Coordination occurs through shared networks where participants interact within a common 
environment. 

This reduces integration effort but lacks the structure required for regulated systems. 

Federated Approach 
Coordination is network based and structured. Participants connect once and interact across the 
system through coordination nodes. 

Complexity is reduced while maintaining alignment with regulatory and institutional requirements. 

 

11.3 Settlement Layer 

Movement of Value and Transaction Finality 

Institutional Approach 
Settlement is managed through centralized and jurisdiction specific systems. Transactions often 
involve multiple intermediaries, particularly across borders. 

This results in delays and reconciliation requirements. 

Decentralized Approach 
Settlement is embedded within transactions and can occur with near real time finality. 

This improves speed and efficiency but has limited integration with regulated financial systems. 

Federated Approach 
Settlement is coordinated across institutions. Execution remains within institutions while 
coordination aligns transaction finality across participants. 

This reduces delays and improves transparency while preserving control. 
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11.4 Distribution Layer 

Access to Financial Services 

Institutional Approach 
Distribution is controlled by individual institutions through proprietary channels. 

This limits reach and increases customer acquisition cost. 

Decentralized Approach 
Distribution is open and application driven. Users access services directly through interfaces built on 
shared protocols. 

Access is broad, but discovery and user experience are inconsistent. 

Federated Approach 
Distribution is coordinated across the network. Financial technology providers act as distribution 
channels for institutions. 

Users access multiple services through unified interfaces that support discovery and comparison. 

This expands access while maintaining regulatory alignment. 

 

11.5 Stakeholder Alternatives 

Current Approaches Reflect Fragmentation 

Financial institutions rely on internal systems, point solutions, and bilateral partnerships. These 
improve specific capabilities but do not address coordination across the system. 

Financial technology providers rely on banking relationships, sponsor models, or independent 
licensing. These approaches provide access but introduce dependency and limit scalability. 

End users rely on a combination of traditional institutions, financial technology applications, and 
decentralized platforms. Each offers partial functionality without unified access. 

 

11.6 Comparative Positioning 

Each Model Addresses Part of the System 

Institutional systems provide trust and regulatory alignment but lack coordination efficiency. 
Decentralized systems provide coordination and programmability but lack regulatory integration and 
accountability. Point solutions address individual capabilities without creating system level 
coherence. 
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The federated model is structured to operate across all four layers, integrating trust, coordination, 
settlement, and distribution within a unified framework. 

 

11.7 The Result 

A Landscape Defined by Fragmentation 

The competitive landscape is not defined by direct substitution between models. It is defined by 
fragmentation across layers and participants. 

Existing approaches address individual components of the system. None address the system as a 
whole. 

The federated model introduces an integrating structure that connects these functions into a 
coordinated system. 

The federated model integrates these layers rather than competing within them. 

 

12. Why Omnieon  
A Structured Implementation of Federated Financial Infrastructure 

Omnieon represents a structured implementation of federated financial infrastructure within existing 
financial systems. 

The model addresses a set of conditions that have existed for some time but have not previously been 
aligned within a single architecture. 

 

12.1 A Model That Has Been Needed, But Not Built 

Structural Alignment as the Missing Element 

Federation has been applied across technology systems and governance models. Its application to 
financial infrastructure has been limited by the need to align regulatory authority, institutional control, 
technical systems, and economic incentives. 

These elements have historically operated in tension. What has been missing is a structure that 
allows them to operate together without requiring compromise from any participant. 

Omnieon is designed to provide that structure. 
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12.2 Designed Around Stakeholder Alignment 

Participation Without Structural Trade-offs 

Many financial systems are designed around a primary stakeholder and adapted for others. This 
introduces trade-offs that limit system-wide effectiveness. 

The Omnieon model aligns participants within a shared framework. 

• Financial institutions improve operational efficiency, expand distribution, and retain control 
over risk, compliance, and customer relationships. 

• Financial technology providers gain access to regulated infrastructure, expand across 
jurisdictions, and retain control over product design and user experience. 

• Regulators gain improved visibility, more consistent enforcement, and reduced reliance on 
retrospective supervision. 

• Investors participate in infrastructure that increases in value as network activity and 
participation grow. 

This alignment is embedded in system design rather than applied externally. 

 

12.3 Governance-First Architecture 

Control Preserved Within the System 

The system is designed as infrastructure with governance embedded at its foundation. 

Financial institutions retain ownership of customer data, ledgers, and compliance decisions. 
Regulators retain authority over rules and supervisory frameworks within their jurisdictions. 

Control is not centralized. It is preserved and encoded within system operation. 

This structure supports adoption across jurisdictions without requiring changes to existing authority 
models. 

 

12.4 Neutral Coordination Role 

Coordination Without Participation in Financial Risk 

Omnieon operates as a coordination layer rather than a financial participant. 
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It does not hold customer relationships, does not take balance sheet risk, and does not intermediate 
transactions. Its role is to enable structured interaction between institutions and financial technology 
providers. 

This neutrality allows institutions to participate without disintermediation concerns, allows financial 
technology providers to scale without dependency on a single partner, and allows regulators to 
engage without compromising authority. 

 

12.5 Designed for Continuity Beyond the Company 

System Independence by Design 

The system is designed to operate independently of Omnieon as an organization. 

Coordination nodes operate within jurisdictions and can be maintained and governed by participants. 
System updates can be adopted across nodes without reliance on a single entity. 

This reduces dependency risk and supports long-term continuity. 

 

12.6 Integrated Across All Four Layers 

A System-Level Approach 

Most providers operate within a single layer of financial infrastructure. 

Omnieon operates across trust, coordination, settlement, and distribution. Each layer delivers value 
independently while reinforcing the others. 

This integrated structure enables consistent operation across participants and jurisdictions. 

 

12.7 Economic Structure and Network Effects 

Value Increases with Participation 

The economic model reflects the layered structure of the system. 

Each layer delivers measurable value through cost reduction, improved efficiency, expanded access, 
and increased distribution capability. 

As participation increases, shared infrastructure reduces marginal cost while increasing system 
capability. Value grows with network scale and activity. 
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12.8 Barriers to Replication 

Structural Complexity as the Primary Barrier 

The primary barrier to replication is not technical capability. It is the integration of regulatory, 
institutional, and network components into a coherent system. 

This requires coordinated adoption across jurisdictions, participation from institutions and financial 
technology providers, and alignment with regulatory frameworks. 

These elements must develop together. 

 

12.9 Embedded System Outcomes 

Design Reflects Intended Outcomes 

The system reflects a set of outcomes enabled through architecture rather than external agreements. 

• Regulators gain visibility and enforceability within jurisdictional boundaries. 
• Financial institutions retain control while improving efficiency and reach. 
• Financial technology providers gain access and scalability. 
• End users gain broader access and improved experience. 
• Investors participate in infrastructure designed for durable growth. 

These outcomes are achieved through system design. 

 

12.10 Structural Positioning 

Infrastructure Rather Than Participation 

Omnieon is not positioned as a bank, a financial technology provider, or a service intermediary. 

It is infrastructure that enables these participants to operate together within a coordinated system. 

This positioning allows it to support system evolution without competing within existing roles. 
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12.11 The Implication 

A Practical Implementation of an Emerging Model 

The limitations of existing models and the availability of new capabilities have created the conditions 
for a different system architecture. 

The remaining requirement is implementation. 

Omnieon represents a structured approach to implementing federated financial infrastructure within 
existing regulatory and institutional environments. 

 

13. System-Level Impact  
The Consequences of Choice Across Institutions, Markets, and Society 

The introduction of a federated financial system does not change a single function in isolation. It 
changes the structure of choice across the system. 

Choice is a structural condition. When participants have more options in how they operate, partner, 
and scale, system behavior changes. 

The impact of the federated model can be understood through the consequences of expanded choice 
across institutions, financial technology providers, end users, and the system as a whole. 

 

13.1 Institutional Impact 

Choice in Partnerships, Infrastructure, and Growth 

Financial institutions gain greater control over how they expand, who they partner with, and how they 
operate. 

They are no longer constrained by a limited set of bilateral relationships or fixed integration pathways. 
Instead, they participate in a coordinated network where access to distribution, services, and 
counterparties is expanded. 

This leads to structural changes. 

Institutions expand distribution without building new infrastructure. They access new markets and 
customer segments through financial technology providers. Service providers and capabilities are 
selected based on performance rather than availability. 
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Regulatory compliance becomes a system capability rather than a fragmented operational burden. 
Encoded compliance and reporting reduce cost and improve consistency. 

As a result, smaller and mid-sized institutions become more competitive and more capable. 

Reduced dependency improves resilience. 

 

13.2 Financial Technology Impact 

Choice in Banking Access, Jurisdiction, and Scale 

Financial technology providers gain the ability to operate without reliance on a single institution or 
jurisdiction. 

They access multiple banking partners through a coordinated system, reducing exposure to instability 
in individual relationships. Expansion across jurisdictions becomes possible without rebuilding 
infrastructure or managing fragmented regulatory processes independently. 

This changes how these businesses operate. 

Focus shifts to product development, user experience, and growth. Infrastructure, compliance, and 
coordination are managed through the system. 

Innovation accelerates. Products can be introduced more quickly. Services scale more reliably. 
Business models become more durable. 

Choice enables operation without infrastructure constraints. 

 

13.3 End User Impact 

Choice in Access, Experience, and Outcomes 

For end users, the impact is direct. 

Users access financial services across multiple institutions and financial technology providers 
through a unified experience. Products can be discovered, compared, and selected more easily. 

This reduces friction in engagement. Repeated onboarding is minimized. Service selection becomes 
more transparent. 

Access expands. 

Users are no longer limited to a narrow set of providers. They engage with services that better match 
their needs across a broader range of options. 
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This improves pricing, service quality, and financial inclusion. 

Choice improves outcomes at the individual level. 

 

13.4 System Coordination and Resilience 

Distributed Coordination Without Central Dependency 

At the system level, expanded choice changes how coordination occurs. 

Financial activity is no longer dependent on a single pathway or centralized structure. Coordination 
occurs across a network of institutions and jurisdictions connected through coordination nodes. 

This creates a distributed system of interaction. 

Transactions are coordinated across participants without centralized control. Jurisdictions retain 
sovereignty while participating in a connected system. 

Dependency on single points of coordination is reduced. The system becomes more adaptable and 
resilient to disruption. 

Flexibility strengthens stability. 

 

13.5 Transaction Efficiency and Economic Throughput 

Faster Settlement and Increased Economic Velocity 

When transactions are completed with greater speed and certainty, system behavior changes. 

The federated model enables near real-time coordination and settlement, with clear visibility into 
transaction states and obligations. 

This increases the velocity of financial activity. 

Capital moves more efficiently. Liquidity is utilized more effectively. Delays and uncertainty are 
reduced. 

As transaction cycles shorten, economic throughput increases. The same capital supports more 
activity over time. 

Markets become more responsive. Businesses operate with greater certainty. Financial interactions 
become more efficient across local and global contexts. 
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13.6 Regulatory and Supervisory Impact 

Choice in Oversight, Visibility, and Enforcement 

Supervisory bodies gain improved ability to oversee financial activity. 

Visibility becomes more structured and timely. Oversight aligns with jurisdictional requirements. 
Compliance is embedded into system execution. 

This reduces reliance on audits and retrospective enforcement. 

Regulators can focus on higher value supervisory activities while maintaining control over policy and 
enforcement. 

Choice in oversight improves both effectiveness and efficiency. 

 

13.7 Innovation and Market Evolution 

Acceleration Within a Governed Framework 

When infrastructure constraints are reduced, innovation increases. 

Financial technology providers can experiment and scale more effectively. Institutions can adopt new 
products without extensive integration effort. New forms of financial interaction emerge within a 
structured environment. 

This creates a more dynamic ecosystem. 

Innovation occurs within a system that supports both flexibility and control. 

Choice enables innovation without reducing stability. 

 

13.8 Reduction of Systemic Fragility 

A More Adaptable Financial System 

Traditional systems concentrate coordination and dependency within limited pathways. 

The federated model distributes these functions across participants and jurisdictions. 

This reduces systemic fragility. 
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Disruptions within a single institution or pathway are less likely to propagate across the system. 
Alternative pathways exist. Coordination can continue through other nodes. 

The system becomes more robust and adaptable to change. 

 

13.9 The Broader Outcome 

A System Operating with Greater Alignment 

The combined effect of expanded choice is a financial system that operates differently at every level. 

• Institutions become more competitive and resilient. 
• Financial technology providers become more scalable and innovative. 
• Users gain broader access and improved outcomes. 
• Regulators operate with improved visibility and control. 

Economic activity becomes more efficient. Coordination becomes more flexible. The system 
becomes more stable. 

These outcomes result from expanded choice across the system. 

 

13.10 The Implication 

Choice as a Structural Driver 

When participants have more options, system behavior changes. 

Inefficiencies are reduced. Dependencies are weakened. Innovation increases. Access expands. 

The federated model introduces this condition at a structural level. 

The result is a financial system that is more efficient, more resilient, and more aligned with the needs 
of its participants. 
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14. Operating Commitments of the Federated System 
Design Conditions Embedded into System Architecture 

The federated model is defined not only by how it operates, but by the conditions it maintains. These 
commitments are embedded into system design, governance, and operation. They describe how the 
system behaves across jurisdictions and participants. 

They form the basis for trust, adoption, and long-term system integrity. 

 

14.1 Commitment to Regulators 

Supervision Supported Through Visibility and Control 

The system operates within existing regulatory frameworks while improving supervisory capability. 

Regulatory requirements are embedded into system execution, enabling continuous compliance 
rather than retrospective validation. Supervisory visibility is structured and timely across both 
regulated institutions and relevant non-bank activity. 

Jurisdictional sovereignty is preserved. Regulatory bodies retain authority over rules, data governance, 
and enforcement within their domain. 

The system strengthens supervisory effectiveness without altering regulatory authority. 

 

14.2 Commitment to Financial Institutions 

Control Retained with Expanded Capability 

Financial institutions remain responsible for customer relationships, data, ledgers, and compliance 
decisions. 

The architecture does not transfer control to the coordination layer. It enables institutions to operate 
with greater efficiency, expanded distribution, and access to broader service capabilities. 

Operational complexity is reduced while regulatory obligations and risk frameworks remain intact. 
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14.3 Commitment to Financial Technology Providers 

Access Enabled with Operational Independence 

Financial technology providers access multiple regulated institutions through a coordinated system. 

Expansion across jurisdictions is supported through consistent onboarding, integrated compliance, 
and shared infrastructure. Dependence on single providers is reduced. 

Control over product design, user experience, and customer engagement remains with the financial 
technology provider. 

The system enables scalability without requiring independent management of regulatory 
infrastructure. 

 

14.4 Commitment to End Users and Communities 

Improved Access with Reduced Friction 

Users access services across multiple providers through more unified interaction models. Discovery, 
comparison, and engagement are simplified. 

Choice increases, improving transparency, pricing, and service quality. 

Data exposure is controlled through structured verification and sharing mechanisms, preserving 
privacy within regulatory requirements. 

Communities and emerging participants gain access to financial services within regulated 
environments aligned with their needs. 

 

14.5 Commitment to Investors 

Infrastructure Aligned with Long-Term Value 

The system is structured as infrastructure rather than a single product or service. 

As participation increases, value accrues through network scale, usage, and capability expansion. 
Returns are aligned with system adoption rather than isolated transactions. 

Capital supports the development of infrastructure designed for durability and long-term relevance. 
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14.6 Commitment to Governments and the Financial System 

Sovereignty Preserved with Coordinated Interoperability 

Each jurisdiction retains control over its financial system, including rule setting, enforcement, and 
data governance. 

Interoperability across jurisdictions is enabled through coordinated infrastructure. 

The system reduces reliance on singular coordination pathways while maintaining alignment with 
local regulatory frameworks. 

 

14.7 Commitment to the Network 

Continuity Beyond Any Single Participant 

The system is designed to operate independently of any single entity. 

Coordination nodes can be operated and maintained within jurisdictions. Governance structures 
support continued operation and evolution over time. 

No single participant can unilaterally prevent the system from functioning. 

This supports long-term continuity and resilience. 

 

14.8 The Standard 

Defined System Behavior 

The commitments described are reflected in system operation. 

• Regulators operate with structured visibility and control. 
• Financial institutions operate with greater efficiency and expanded reach. 
• Financial technology providers operate with improved access and scalability. 
• Users operate with greater choice and improved outcomes. 
• Investors participate in infrastructure designed for sustained value creation. 

These are not aspirational outcomes. They describe how the system is designed to function. 
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15. Conclusion: The Next Architecture of Finance 
A Shift Toward Coordinated Systems 

Financial systems have evolved through successive models of coordination. 

The institutional model established trust, accountability, and regulatory alignment. 
Decentralized systems introduced new approaches to coordination and programmability. 

Each advanced the system. Neither satisfies the full set of requirements now emerging. 

A new architecture is taking shape. 

 

Coordination as the Defining Capability 

This architecture is defined by the ability to coordinate across institutions, jurisdictions, and 
participants without centralized dependency. 

It preserves the strengths of regulated systems while enabling greater efficiency, flexibility, and 
interoperability. 

This shift is not driven by preference. It reflects structural necessity. 

As systems become more interconnected and expectations continue to rise, coordination becomes 
the defining capability of financial infrastructure. 

 

The Federated Model 

The federated model represents this progression. 

It establishes a structure in which institutions retain control, regulators retain authority, and 
participants interact through shared infrastructure that enables alignment without dependency. 

This is not a replacement of existing systems. It is their continuation in a more coordinated form. 

 

The Role of Omnieon 

Omnieon’s role is to enable this transition. 

It is not positioned as a controller of the system, but as a catalyst for its formation. The architecture is 
designed to be adopted, extended, and operated by its participants over time. 
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The system is intended to persist beyond any single entity and to integrate into the broader financial 
infrastructure. 

 

What Follows 

As this model develops, its effects become clear. 

• Coordination improves. 
• Access expands. 
• Efficiency increases. 
• Resilience strengthens. 

The financial system becomes more aligned with the needs of its participants. 

 

The Direction 

The question is no longer whether financial infrastructure will evolve. 

It is how it will be coordinated. 

The federated model provides a clear direction. 

The transition has begun. 

 


