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REWARDS, FEES & BOOTSTRAP FUND

The Orbs V2 incentive layer is built to incentivize a maximum overlap between the
two committees. A high overlap implies a higher stake backing each committee.
Guardians are incentivized to meet the requirements and earn additional rewards
associated with participation in the certified committee. Certified Guardians are
incentivized to accumulate a high stake to enjoy the rewards of the General

committee.

The fees and rewards in the Orbs Proof-of-Stake architecture serve two important
purposes. The first is compensation for operating a validator node. The second is a
reward for contributing to network security by staking. The V2 rewards model is
targeted to award the ones who deserve it - participants that contribute to the

network operation and security.

Operating a validator node has a cost that includes both computational resources
cost and operations cost. Two forms of compensation are designed to cover these
costs. First, Virtual Chain fees are paid in the form of Orbs Tokens by the network
users who launch a virtual chain. The fees paid for each Virtual Chain are expected
to represent the cost withalong a profit margin. As the network matures and runs
more Virtual Chains, the cost per Virtual Chain is expected to be almost constant,

representing the cost of the computational resources allocated to the Virtual Chain.



This will provide a scalable solution, as the Guardians profit increases as the usage

increases.

In order to incentivize Guardians to participate in the Certified committee by
covering their costs, V2 includes an additional bootstrap fund for Guardians who
join the Certified committee. The bootstrap fund is distributed in DAI, stable to
USD, popular in many Defi applications. Having a fund stable to the dollar, provides
profitability even if the token value fluctuates. The fund is designed to cover the
cost of operating a validator node while running a small number of Virtual Chains
during the network early stages. This is important as it provides enterprises with
the ease of mind that the network will continue to operate even under unexpected

price fluctuations.

A Guardian that operates a validator node and goes through the certification
process to participate in the Certified committee will be entitled to receive the
annual total of 3000 DAI. This fund provides an incentive for Guardians to
participate in the Certified committee, thus increasing the participating stake in
this committee and making the network more attractive to enterprise users, while

covering the reduced cost of operation as further described in the next episode.

Virtual Chain fees and the bootstrap fund are awarded for the validator nodes
operation. Therefore, unlike staking rewards, the fees and the bootstrap fund are
distributed directly to the Guardians operating the validator nodes. The fees and
the bootstrap fund are not staked or shared with the Delegators, allowing the
Guardians to utilize them to cover their costs. The fees and the bootstrap fund are
awarded for the time period that a Guardian participates in the applicable

committee. The rewards can be claimed by the Guardian at any time.

Staking rewards are awarded for the stake that elected Guardians and their
Delegators allocate to contribute to the network security. It is important to note
that Only the top 22 elected Guardians are eligible for the rewards, fees and

bootstrap funds.



A maximum annual reward equal to 12% of total delegated stake is awarded,
addressing the tradeoff between an appealing award and sustainable inflation. ¥
of the rewards are guaranteed to the Guardians (i.e., up to 4% annual reward
maximum), while the default values for the distribution application grant the

remaining %5 to Delegators (i.e., up to 8% annual reward maximum).

The staking reward is capped at 80M ORBS annually. If a larger percentage of ORBS
token holders participates, the reward will be allocated pro-rata according to the
Guardians’ effective delegated stake. Rewards are calculated continuously based

on the effective delegated stake in each time period.



Legal Disclaimer

This document is subject to, and is qualified in its entirety by reference to, the Orbs Network Terms of
Use, as may be in effect from time to time. References in this document to fees paid by applications
for operations on the Orbs Network are qualified by reference to the Pricing List for the Orbs Network
or other similar document, as may be in effect from time to time. This document is for informational
purposes only and may be subject to change. The model presented herein is still being finalized and
may be changed from time to time. We cannot guarantee the accuracy of the statements made or
conclusions reached in this paper and we expressly disclaim all representations and warranties

(whether express or implied by statute or otherwise) whatsoever, including but not limited to:

e any representations or warranties relating to merchantability, fitness for a particular purpose,
suitability, title or non-infringement;
e that the contents of this document are accurate and free from any errors; and

e that such contents do not infringe any third party rights.

We shall have no liability for losses or damages (whether direct, indirect, consequential or any other
kind of loss or damage) arising out of the use, reference to or reliance on the contents of this paper,

even if advised of the possibility of damages arising.

No promises of future performance or value are or will be made with respect to the Orbs platform
and/or ORBS tokens, including no promise of inherent value, no promise of any payments, and no
guarantee that the Orbs platform and/or ORBS tokens will hold any particular value. Unless
prospective participants fully understand and accept the nature of the Orbs platform and the
potential risks associated with the use of the Orbs platform and the acquisition, storage and transfer
of ORBS tokens, they should not use the Orbs platform or purchase, acquire or otherwise obtain or

use any ORBS tokens.

This document does not constitute a prospectus or disclosure document and is not an offer to sell, nor
the solicitation of any offer to buy any investment or financial instrument in any jurisdiction. ORBS
tokens should not be acquired for speculative or investment purposes with the expectation of making

an investment return.



Forward-Looking Statements

This document contains forward-looking statements or information (collectively “forward-looking
statements”) that relate to our current expectations regarding the Orbs platform’s proposed
operating model. In some cases, these forward-looking statements can be identified by words or
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phrases such as “may”, “will", “expect”, “anticipate”, “aim”, “estimate”, “intend”, “plan”, “seek”, “believe”,
“potential”, “continue”, “is/are likely to” or the negative of these terms, or other similar expressions
intended to identify forward-looking statements. The model described herein speaks to our objectives
only, and is not a forecast, projection or prediction of future results of operations. This model is subject

to further development, and may be changed from time to time..

The future operation of the Orbs network is reliant on the formation of the Orbs Universe. We are
unable to guarantee that sufficient members will join the Orbs Universe to support and realize the
intended design in its entirety. Forward-looking statements are based on certain assumptions,
analysis and current plans made by the Orbs project team in light of its experience and perception of
historical trends, current conditions and expected future developments and other factors we believe
are appropriate, and are subject to risks, uncertainties and changes. Although the forward-looking
statements contained in this document are based upon what we believe are reasonable assumptions,
there are risks, uncertainties, assumptions, and other factors which could cause the actual results,
performances, achievements and/or experiences to differ materially from the expectations expressed,
implied, or perceived in forward-looking statements. Given such risks, you should not place undue

reliance on these forward-looking statements.



