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Disclaimer: The Liguid Liberty Protocol is currently under active development. The specific
parameters, contract designs, and features described in this document are subject to change based on
ongoing research, testing, and security audits. This whitcpaper represents the current architectural
vision as of October 20, 2025, particalarly regarding the core economic engine which is largely
Jinalized. However, aspects related to reputation and antomated governance are still undergoing

significant design and development.

‘Tue Liquip LiserTY ProTOCOL: A NEW

Economy (DEVELOPMENT PHASE)

v4 (Internal| Development) - October 20, 2025

ABSTRACT

The Liquid Liberty Protocol is a peer-to-peer commerce ecosystem architected for ultimate
liquidity, stability, and aiming for eventual governance minimization. It deploys a sophisticated
dual-token model: ' LMKT , a perpetually appreciating medium of exchange engineered for stable
commerce, and LBRTY , the high-value access and staking token designed as the system’s core
store of value. This architecture powers a censorship-resistant marketplace and a permissionless
decentralized exchange (DEX). The protocol’s core economic policies are designed to be
immutable, ensuring predictable behavior. LMKT ’s stability is guaranteed by on-chain logic and
deep liquidity, while LBRTY ’s value is supported by utility and programmatic demand
mechanisms, including an autonomous strategic reserve acting as a failsafe against the devaluation

of Treasury collateral. The goal is a comprehensive architecture functioning as a durable, next-
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generation financial infrastructure aiming for unprecedented robustness through carefully designed

automation.

I. A DecLARATION OF PRINCIPLE

We believe in free markets for a free people. We believe in privacy. We believe in Crypto, as

intended.

The modern digital landscape is dominated by centralized platforms that treat users as products.
They extract punitive fees, practice arbitrary censorship, and build empires on volatile, inflationary

tokens.

The Liquid Liberty Protocol is a fully autonomous, hybrid system designed to restore power to the
individual. Smart contracts serve as a trustless financial core, while the off-chain DApp provides a
user-friendly experience. It is an immutable public utility, not a corporation. It is a free market,

owned by its users.

ParT 1: THE VisioN - A BETTER DoLrLar

1.1 THE ProBLEM: WHY IsN’T CrYPTO Usep Lixe MONEY?

For over a decade, we’ve been promised a new world of digital money. Yet, today, we still don’t

buy our groceries with it. Why?

Because existing cryptocurrencies behave like volatile stocks, not stable cash. Their prices swing

wildly day-to-day, making them unreliable for a simple purchase.

Ironically, this is why people stick with the US Dollar. We all know the dollar slowly loses value
to inflation, but it does so in a predictable way. This stable loss” is more useful for daily life than
the “volatile gains” of crypto. You know that the dollar in your pocket today will be worth about

the same tomorrow.

DeFi (Decentralized Finance) has failed to gain mass adoption because it has failed to solve this
basic problem of trust and stability. It has built a casino for speculators, not a functional economy

for everyone else.
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1.2 Our SorutioN: A BETTER CURRENCY, A FAIRER MARKET

The Liquid Liberty Protocol was built to fix the problems of modern money and commerce. We
created a complete economic ecosystem with two core innovations: a superior digital currency

and a revolutionary payment system.

‘Tue CurreNcy: LiserTy MarkeT Token ( LMKT )

LMKT is designed from the ground up to be the ideal medium of exchange:

 Stable: Like the dollar, its value is reliable day-to-day. This stability is guaranteed by
our Treasury—a digital central bank holding real assets. The Treasury acts as an infinite”
source of liquidity, always ready to buy or sell LMKT at its true value, ensuring the price
always has a hard, on-chain anchor. Crucially, new LMKT can only be created (minted)

when sufficient collateral is deposited into the Treasury. Every LMKT in circulation is

always fully backed.

* Gently Gains Value: Unlike the dollar, LMKT is programmed to slowly and predictably
increase its purchasing power. This is achieved through an absolute burn mechanism. When
LMKT is redeemed for collateral (cashed out), that LMKT is destroyed because it’s no
longer backed. Furthermore, 100% of all LMKT received by the Treasury as fees is also
permanently destroyed. By constantly reducing the supply while the collateral remains or

grows, the value of each LMKT is mathematically guaranteed to increase over time.

THE MARKETPLACE & PAYMENT SYSTEM

We paired LMKT with an integrated Marketplace and Decentralized Exchange (DEX). The

payment system is designed to be far more efficient and equitable than traditional finance.

Traditional payment processors (like Visa or Mastercard) charge around 3% on every

transaction, often hidden in higher prices that penalize everyone.

Our Payment Processor utilizes blockchain technology to create a fundamentally better
model:

* Low Fee: A transparent o.5% Commerce Fee is paid by the buyer.

* Shared Revenue: This fee is split so/so:

©  0.25% goes to the Protocol (via the FeeDistributor) to strengthen the Treasury and

Strategic Reserve, ultimately benefiting all LMKT holders.
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©  0.25% goes directly back to the Merchant as a bonus, incentivizing participation

and effectively cutting their cost of accepting digital payments to zero or less.

This creates a self-reinforcing loop where commerce directly benefits the merchants, the
currency holders, and the overall health of the ecosystem, all at a fraction of the cost of legacy

systems.

The Foundation: A stable, appreciating currency you can actually use, transacted through a
payment system that shares its revenue with its participants. This is the bedrock of a new, truly

free economy.

1.3 THE FounpatioN: LiserTy TokeN ( LBRTY ) - SECURING THE SysTEM &
FueLing LiquipiTy
We’ve shown how LMKT provides a stable, appreciating currency for daily use. But what

secures the system itself? LMKT is backed by stablecoins, and stablecoins rely on the old

financial system we aim to replace. This is the Achilles’ heel we designed the protocol to solve.

The solution is ' LBRTY , the protocol’s fixed-supply token. LBRTY acts as the ultimate

backstop, the access key, and the liquidity engine for the entire ecosystem.

SECURING THE COLLATERAL

The protocol features an autonomous Strategic Reserve, which holds a diversified portfolio
with a primary focus on accumulating  LBRTY . This reserve acts as an insurance fund, ready
to protect the Treasury’s collateral against unforeseen stablecoin failures. 'LBRTY ’s value,

driven by real utility and demand, ultimately underpins the stability of LMKT itself.

Driving VaLue & ExsurinG LiQuipiTy

LBRTY isn’t just a failsafe; it’s designed for growth and to ensure LMKT is always readily

available.

 Access Requirement: To participate in the marketplace, users must hold $ 50 worth of

LBRTY , creating constant, organic buy pressure that grows with the user base.

* Programmatic Buying: The Strategic Reserve actively uses a portion of the protocol’s

revenue to buy | LBRTY on the open market, further reinforcing its value.
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* ”Staking” as Active Liquidity Provision: True digital cash requires deep liquidity so
people can easily buy, sell, and trade without penalty. The protocol achieves this by
rewarding users who “’stake” their LBRTY . Staking primarily involves providing liquidity
for key trading pairs, especially those involving LMKT , on the protocol’s integrated DEX.
Providing this vital liquidity earns holders a share of the protocol’s real revenue generated

from DEX trading fees.

LBRTY is the foundation upon which the stable LMKT economy is built. It provides the
security, scarcity, incentivizes the deep liquidity essential for a medium of exchange, and
captures the long-term value accrual, allowing the entire system to function independently

and resiliently.

1.4 WaY THis MATTERS TO INVEsTORS: THE POWER OF A REAL EcoNOoMY

To a crypto investor, the term “’retail” often implies unsophisticated money. We see it as the
opposite. A protocol used by everyday people for real commerce is the most powerful and

sustainable economic engine in DeFi. Here’s why.

Rear Activity CreaTESs REAL YIELD

Every time someone lists an item, buys something, or trades on our DEX, a small, predictable

fee is generated. This is real yield, derived from real economic activity, not inflationary

rewards.

Tue LBRTY Toxen’s VALUE

This real yield is distributed to those who stake our access token, LBRTY (primarily by
providing liquidity). By attracting everyday consumers, we create a constant, growing stream
of revenue that directly accrues to LBRTY holders. In short, the more people use our
marketplace to buy and sell, the more valuable the LBRTY token becomes. Enticing retail is

not a side mission; it is the core business model.

The core economic engine of the protocol runs according to immutable rules defined in its
smart contracts. The long-term vision includes Automated Protocol Executives and Sentinels
—autonomous agents to manage and defend the system. While the precise mechanisms for this
full automation are still under active research and development, the goal is to create a system
that is fair, transparent, predictable, and secure forever, ultimately functioning as an

autonomous machine built to serve its users.
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ParT 2: TuE BLUEPRINT - TECHNICAL & EcoNoMIC

SPECIFICATION

2.1. Core COMPONENTS

The Liquid Liberty Protocol is built upon a foundation of specialized, interconnected smart

contracts designed for specific roles within the autonomous economy.

* LBRTY (Access & Staking Token): Fixed-supply. $50 access requirement. Staking via

core pair liquidity provision earns DEX revenue.

* LMKT (Medium of Exchange): Elastic-supply, collateral-backed. Absolute burn

mechanism ensures value accrual.

* The Treasury: Central bank. Backs LMKT with whitelisted stablecoins. Fixed 1.0%

spread. LMKT value accrual is a mathematical certainty (barring collateral failure).

* The Strategic Reserve: Autonomous insurance fund. Protects Treasury collateral. Target
portfolio: 70% LBRTY , 15% Native L1 Tokens, 15% WBTC/WETH. Acquires assets based

on capitalization stage.

* The DEX: Uniswap V2 fork. 0.30% fee. Core Pairs (0.30% to LPs), Standard Pairs (0.15%
LPs /o.15% Stakers).

* The Reputation System & Verified Merchants (Under Development): An on-chain system
is being designed to grant Verified Merchant™ status based on marketplace activity and
customer satisfaction. This status aims to signify trustworthiness and may unlock enhanced
capabilities like custom token creation and payment options, subject to final design.

(Mandatory LMKT acceptance remains a core principle).

2.2. Tue EconoMic ENGINE: AN IMMUTABLE MONETARY PoLICY

The protocol’s value flow is governed by a deterministic, multi-stage system encoded into
immutable smart contracts. This ensures predictable behavior and eliminates the need for active

economic management. The system features two distinct revenue streams with separate purposes.

DEX Revenue — RewarpinG Liquipity & StakiNG
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The DEX operates on a universal 0.30% trading fee for all swaps, but the distribution of this

fee strategically incentivizes core liquidity while ensuring LBRTY stakers benefit from all

platform activity.

* Core Pair Liquidity Providers (e.g., LBRTY / LMKT ): Receive the entire 0.30% fee
directly from trades within their designated pool. This maximizes the incentive to provide

deep liquidity for the protocol’s native assets. ()

* Standard Pair Liquidity Providers (All other pairs): Receive o.15% (half) of the trading

fee directly from trades within their pool. The other o.15% is collected as the protocol fee

and sent directly to the LBRTY Staking Contract, rewarding all LBRTY stakers (those

providing liquidity to core pairs).

RaATIONALE

While LPs in standard pairs earn less direct fee revenue, this structure ensures that all trading
activity contributes value back to LBRTY stakers, strengthening the core ecosystem. It’s
assumed many users will provide liquidity to standard pairs for convenience, diversification, or

to support specific tokens, knowing their activity still benefits the protocol’s foundation.

MAaRrkETPLACE REVENUE — ProTOCOL HEALTH

All Listing Fees ($5/$20) and the protocol’s 0.25% share of the Commerce Fee are routed
through a three-stage, autonomous monetary policy based on the Strategic Reserve’s

capitalization relative to the Treasury:
* Stage 1 (Reserve < 200% of Treasury): 100% of revenue goes to the Strategic Reserve to
acquire its diversified portfolio (70% | LBRTY , 15% L1 Natives, 15% BTC/WETH).

* Stage 2 (200% < Reserve < 500%): Revenue is split 80% to the Strategic Reserve (to buy

only LBRTY ) and 20% to the Treasury (strengthening LMKT backing).

* Stage 3 (Reserve > soo0%): All excess revenue enters the Overflow Cascade.

ManaGING ExPoNENTIAL GROWTH: THE OVvERFLOW Cascape & YieLp Caps

The protocol’s economic flywheel is designed as an exponential positive feedback loop. While
powerful, unchecked exponential growth can destabilize any system, especially as it scales. To
ensure long-term stability and smooth growth, the Overflow Cascade includes immutable

annual yield caps, managed via a 7-day rolling average:
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 Staking Rewards Cap (200% APR): Revenue first flows to the LBRTY Staking

Contract, but only up to the rate needed to maintain a sustainable 200% APR.

* Treasury Accrual Cap (so% Annual Growth): Remaining revenue then flows to the
Treasury, but only up to the rate needed to maintain a sustainable 0% annual growth in its

collateral value from fees.

* LMKT Burn (Dispersing Excess): Any surplus revenue remaining after both caps are

met is used to buy and burn LMKT .

These caps act as automatic stabilizers. They ensure that as the protocol becomes massively
successful, the exponential value accrual is dispersed smoothly across the ecosystem—
rewarding stakers, strengthening the currency, and preventing the feedback loop from
growing too quickly and potentially destabilizing the system. They guarantee sustainable,

predictable growth.
2.3. ProTocoL MaNaGEMENT & EvorLutioN (UNpErR DEVELOPMENT)

Core PHiLosOPHY

The goal is maximum automation via an Automated Protocol Executive structure, minimizing

active human governance. Core economic parameters are immutable.

WHITELIST MANAGEMENT

The mechanism for adding/removing assets (Tier 1 Treasury, Tier 2 Fee Tokens) will
b
prioritize security and decentralization, likely involving economic incentives and reputation.

Specifics (e.g., bonding, challenge systems) are under active development.

Core Asset DELISTING

A high-security mechanism will be implemented for the rare event of needing to delist a core

non-stablecoin asset. Specifics are under active development.

2.4. THE HarDENING PERIOD & PATH TO FULL AUTONOMY

To ensure maximum security and stability at launch, the protocol will begin with an initial,
temporary Hardening Period. During this phase, the development team will retain limited

administrative controls. This is strictly for emergency purposes, such as pausing critical
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functions in response to unforeseen bugs or exploits, ensuring the smooth operation of the

nascent economy.

Crucially, these controls NEVER grant the development team access to user funds held within

the Treasury or Strategic Reserve.

After this initial period, once the protocol has demonstrated stable and secure operation in the
live environment, the administrative keys will be permanently burned through an irreversible,
on-chain function. This event marks the protocol’s transition to a fully autonomous and
unstoppable state, governed solely by its code, forever free from any single point of human

control.

2.5. THE PHOENIX PROTOCOL (THE ULTIMATE FAILSAFE)

The protocol includes a pre-programmed, autonomous contingency plan designed solely for
an absolute, catastrophic failure of the underlying fiat system, evidenced by a simultaneous

collapse of multiple core stablecoins. This is the protocol’s ultimate panic button.
* The Trigger: An automated Sentinel system will detect a simultaneous, catastrophic
failure of multiple core stablecoins.

* The Action: The Treasury pauses, recapitalizes using the Strategic Reserve’s assets (70%

LBRTY , 15% L1, 15% WBTC/WETH), re-denominates internal values, and unpauses.

* The Outcome: A Bridge: This is an emergency bridge, not a permanent state. It buys
critical time for the ecosystem (specifically Verified Merchants, using mechanisms under
development) to onboard new, sound forms of collateral suitable for the new economic

reality.

ParT 3: SMART CONTRACT ARCHITECTURE

* Tokens ( LBRTY , LMKT , MerchantNFT ): Core token contracts defined.

MerchantNFT utility subject to final Reputation design.

* Economic Engine ( Treasury , StrategicReserve , FeeDistributor ): Core
logic finalized.

* Marketplace ( Reputation , ListingManager , PaymentProcessor ): Core logic

finalized. Reputation contract implementation details are under development.
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» DEX/( Factory, Pair , Router ): Finalized based on modified Uniswap V.

* Autonomous Governance ( WhitelistManager , WhitelistSentinel , Bonding ,
Referendum ): Purpose defined, but specific implementation details and interactions are under

active development.

* User Utilities ( LBRTYStaking , POSProcessor ): Core logic finalized.

ParT 4: GaAME THEORY & INCENTIVES

4.1. INCENTIVES FOR THE TRADER

* Competitive fees (0.30%).
* Deep liquidity & low slippage on core pairs.
e Stable LMKT peg.

* Productive Treasury arbitrage (pays 1.0% spread to the protocol).

4.2. INCENTIVES FOR THE L1QuipITY PROVIDER

* Standard pairs earn 0.15%.
* Core pairs earn the full 0.30%.

* Reduced impermanent loss risk for LMKT pairs due to Treasury anchor.

4.3- INCENTIVES FOR THE LBRTY STAKER

* FEarns real yield (o.15% fee) from all Standard Pair trades across the DEX.

* Benefits synergistically by providing liquidity to Core Pairs (earning 0.30%) and receiving

protocol-wide revenue.

e Primary beneficiary of Overflow Cascade rewards in the mature state.

4-4. INCENTIVES FOR THE MERCHANT

e Low effective cost (0.5% buyer fee, 0.25% merchant bonus).

e Earn on-chain reputation and trust (Verified status, NFT).
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* Verified Merchants gain sovereignty: custom token creation, flexible payment acceptance

(alongside mandatory LMKT ).

* Access to a stable, appreciating currency (| LMKT ).

4.5. INCENTIVES FOR PrOTOCOL STEWARDS (DESIGN IN PROGRESS)

 Verified Merchants: Will have a key role in protocol evolution (e.g., proposing assets via

mechanisms under development). Incentives are tied to ecosystem health.

* Keepers: Direct compensation for executing automated functions (via Chainlink

Automation or similar). Specific functions related to governance automation are TBD.

ParT §: ConcLusION

The Liquid Liberty Protocol represents a fundamental rethinking of how a decentralized economy
should function. It moves beyond the limitations of volatile cryptocurrencies and the inefficiencies
of traditional finance by introducing LMKT, a stable, appreciating medium of exchange

engineered for commerce, anchored by the strength and utility of LBRTY.

Its core innovation lies in its commitment to maximum automation and eventual governance
minimization. By encoding its core economic policies into immutable smart contracts, the protocol
operates based on transparent, predictable rules, aiming for an Automated Protocol Executive
structure rather than relying on fallible human committees. This architecture ensures long-term

resilience, predictability, and resistance to capture.

The protocol’s game theory is meticulously designed to create a self-reinforcing flywheel. Strategic
DEX fee structures guarantee deep liquidity for its native assets, while the Treasury’s arbitrage
mechanism ensures LMKT"s stability and generates revenue. All economic activity feeds back into
the system, strengthening the currency, rewarding long-term stakeholders, and capitalizing the

autonomous Strategic Reserve.

Grounded in the real-world utility of its marketplace and enhanced by a sophisticated reputation
system (under development), the Liquid Liberty Protocol is not merely a financial instrument; it is
a platform for a new generation of commerce. It offers lower costs for merchants, predictable value

for consumers, and a fair, transparent economic environment for all participants.
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While ambitious, the Liquid Liberty Protocol’s architecture, with its layered defenses, automated
responses, and commitment to immutability in its core economic engine, represents a significant
step towards creating a truly sovereign, adaptable, and enduring digital economy. It is an invitation

to participate in the next stage of economic evolution.

Disclaimer: The Liguid Liberty Protocol is currently under active development. The specific
parameters, contract designs, and features described in this document are subject to change based on
ongoing research, testing, and security audits. This whitcpaper represents the current architectural
vision as of October 20, 2025, particalarly regarding the core economic engine which is largely
Jinalized. However, aspects related to reputation and antomated governance are still undergoing

significant design and development.

© 2025 Liquid Liberty. All Rights Reserved.
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