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Legal Disclaimer:

Definitions

Whitepaper: This informational document and all of the content presented in it.

Company: Xank and its associated members.

Token: Tokens created and distributed by Xank for use on the Xank platform.

By making use of any information in this Whitepaper or available on the Xank website, you agree to the following:

The purpose of this Whitepaper is to present information relating to the non-technical and technical aspects of the Xank project.
This information is not intended to be exhaustive and does not constitute a contractual relationship.

This Whitepaper does not constitute a prospectus of any sort or a solicitation for investment, nor does it in any way amount to an
offering or a solicitation of an offer to buy any securities in any jurisdiction. It is not, therefore, composed in accordance with, and is
not subject to, laws or regulations designed to protect investors in any jurisdiction. Certain statements, estimates and financial
information contained in this Whitepaper constitute forecasted statements or information. Such predictions involve both known and
unknown risks and uncertainties which may cause actual events or results to differ materially from the estimates or the results
implied or expressed in such forward-looking statements.

This English language Whitepaper is the primary official source of information about Xank and its project. The information herein
may, from time to time be translated into other languages or used in the course of written or verbal communications with existing
and prospective customers. In the course of such translation or communication, some of the information may be lost, corrupted or
misrepresented/ mistranslated. The accuracy of such (alternative) communications cannot be warranted. In the event of any
conflicts or inconsistencies between such translations and communications and this official English language Whitepaper, the
provisions of this English language original document shall always prevail.

Xank is being built to provide the functions described herein. The project and its Token are not being developed to provide users of
the system with any financial product or investment opportunity. On the contrary, Xank and it's Token is being developed as a
product, not as a security or other investment opportunity. The Token is intended to function solely as described in these materials,
and, except as described herein, will not give any holder voting rights over anything that Xank or the project may do. Xank does not
make any representation as to or otherwise guarantee, the potential future value of any Token. Once the project is launched, it is
contemplated that holders of the Token will only engage with and use the Tokens as they are described herein and not for purposes
of any speculative investment opportunity.

Abstract

For any currency to be useful, it should at the very least display the following three qualities: it should serve as a medium of
exchange, a store of value, and a unit of account. It has been observed that although cryptocurrencies can be used as a store of
value, they have proved too volatile in terms of being dependable mediums of exchange and units of account. The stablecoin
concept has emerged out of a need to address these weaknesses present in most cryptocurrencies to date. A stablecoin is a
cryptocurrency whose price is pegged to another stable asset, such as the USD. What emerges is a price-stable cryptocurrency
asset that can fulfill the medium of exchange and unit of account qualities alongside the store of value function.
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Most dominant cryptocurrencies consistently show volatility in price. Although such volatility can attract speculative investment, the
positive effect is often outweighed by hindering adoption as both consumers and merchants are reluctant to speculative price risk
exposure if their purpose is to transact for goods and services. Simple financial transactions, like employee remuneration and the
extending of credit services, are not easily embarked on because of the distorting effects of continuous price fluctuations.

We propose Xank, a cryptocurrency that utilizes a soft price-pegging mechanism to achieve price stability while also remaining
decentralized and free-floating. Xank will allow the soft peg to be set by a protocol governance mechanism where the price peg will
be decided on at the network level. For example, a Xank transaction can be set by the network to simulate a peg against an amount
of the IMF’s Special Drawing Right (SDR, or currency code XDR, which will be used in the rest of this paper) or other supported fiat
currencies of the world such as but not limited to the U.S. dollar (USD), euro (EUR), British pound sterling (GBP), Japanese yen
(JPY), Chinese renminbi (RMB), Korean won (KRW), and New Taiwan dollar (TWD). At a subsequent stage, the network may decide
to update the peg to a Consumer Price Index (CPI) of a basket of goods as is performed by central banks to achieve inflation targets.
The Xank protocol achieves this by algorithmically adjusting the count of XANK coins on a per-transaction basis to maintain a
floating price point between the XANK-XDR rate or XANK-Currency rate. The soft peg is activated during transaction life cycles, that
is, during buying, selling, and settlement, which lets a supply and demand equilibrium be established, thus making Xank the only
stable cryptocurrency designed to have investment value.
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Introduction

Cryptocurrencies have not been embraced by the market for use in typical transactional scenarios. Traditional cryptocurrencies like
Bitcoin and Ethereum are not able to scale to meet potential market demands. Cryptocurrencies that have difficulties scaling result
in increased user transactional costs for entering their transactions in cumbersome blockchains. The latest breed of
cryptocurrencies such as Avalanche and Cosmos make claims of being able to confirm transactions in under a few seconds while
also allowing for a higher transaction throughput per second along with cheap and declining transaction fees. These claims are
particularly attractive to merchants who show a preference for cash over dealing with credit card fees. As cryptocurrencies are
immune to chargebacks, it should only follow that merchants prefer cryptocurrencies that can perform as cash.

For merchants that already accept payments in cryptocurrencies, it is typical for them to immediately use a crypto-to-fiat merchant
service to convert their cryptocurrencies to fiat with some services able to achieve real-time conversions at the time of sale.
Merchants typically convert back to fiat as they are in the business of providing goods and services to their customers and are not in
the business of speculating on the price of cryptocurrencies or any other price-volatile assets like gold. It is not uncommon for a
cryptocurrency to experience a 50% price drop in a day, and this price drop can often carry on over a period of weeks, which is not
merchant-friendly as it can wipe out any profits as the costs and prices of merchants’ goods and services are usually static in fiat
denominated terms.

Ardent cryptocurrency proponents may show much enthusiasm for many of the attributes of cryptocurrencies, like having direct
control over their wealth, the convenience of being able to transact at any time with anyone in the world, the pseudo-anonymity, or
even high anonymity offered by some privacy coins. Yet, even the most outspoken proponents are shy to keep their entire life
savings in cryptocurrencies and often advise friends, family, and newcomers to only invest a percentage of their savings that they
are willing to lose in such volatile assets.

To move beyond the speculative phase of investment and to move into mainstream adoption, there is a great need for
cryptocurrencies to tend toward and achieve price stability so as to become stable mediums of exchange - a key component of
useful money.

Although cryptocurrency speculators play a key role in price volatility, they are not the leading causal factor. Network-level issues
can often be the main drivers for any price instability.

Let's consider the Dash network, which has been designed in such a way so as to overcome the scalability and privacy issues that
plague Bitcoin. To achieve this, Dash has implemented a masternode network layer. Because of the high levels of capital expenditure
and network hardware requirements to run a masternode, the Dash network is assured a high level of transactional throughput and
has also been able to introduce levels of transactional pricing. Achieving this level of scalability and throughput has propelled Dash
to be one of the leading cryptocurrencies. However, it did require certain network tradeoffs. Masternodes have introduced an
element of centralization and widened the network’s attack surface as a well-funded adversary can theoretically buy up as many
masternodes as necessary to establish control of certain network functions. Dash also lends itself to a democratic model for
network governance, which moves the network away from meritocratic governance into the foray of the wisdom of the crowd. This
can lead to unskilled decision-making, further weakening the network. In time, as these network weaknesses are discovered by the
market, price stability cannot be maintained, resulting in digital asset price volatility.



For a cryptocurrency to achieve mass adoption, it must be designed in such a way that achieves a balance between price stability,
fee consistency, auditable privacy, and decentralized governance. Unstable price and fee networks do not instill confidence in end
consumers or merchants to choose cryptocurrencies over existing and mature fiat alternatives. Unscalable networks cannot handle
many users on the network at the same time, and this hinders global-scale adoption. Networks that lack a certain level of privacy
leave user details exposed to crypto-analysis and develop fungibility issues resulting in blacklisted and censored transactions.
Networks that can not achieve a certain level of decentralized governance become exposed to corruption and value erosion (see
Xank Protocol Characteristics Comparison chart in Appendix).

This paper describes how the Xank network achieves an essential balance between these competing network forces. In so doing, it
describes how it can establish its place as the most useful stable cryptocurrency and is therefore set to achieve dominance among
them all.

Xank Design Considerations: Implementing Price Stability

To achieve price stability, the Xank protocol has chosen design elements from leading cryptocurrencies and combined them with a
conceptual framework based on the concepts of sound and stable money. Xank will technically be implemented as a fork of the
Avalanche network and, therefore, will retain many of the Avalanche technical characteristics. The Xank protocol will also
incorporate various adjustments and enhancements to the Avalanche protocol, designed to achieve the price stability necessary for
Xank to serve and function as a stable cryptocurrency.

This section describes the importance of decentralized governance and a self-funded budget system as implemented on the other
masternode networks. We then look at the concepts of the IMF's Special Drawing Rights (ISO 4217 currency code XDR (numeric:
960), also abbreviated SDR) instrument, which will be used as the first soft peg for the Xank network. In contrast to the democratic
governance model, we also consider the advantages that can be gained by implementing Ray Dalio's meritocratic governance
system, as outlined in his essay, which led to the success of the company he founded, BridgewaterZ, and how this can be applied in
the Xank network.

Avalanche Protocol for the Xank Network

Xank will inherit the Avalanche blockchain's properties, a new family of leaderless Byzantine fault tolerance protocols built on a
metastable mechanism.

Leaderless Consensus
Avalanche follows these four basic protocols to achieve consensus:

1. Slush: Metastability > A node initiates a query to its peers and based on the response of other nodes (red or blue), the node
updates its color to the one selected by the majority of its peers. As nodes perform such queries, the network will tip towards
red or blue.

2. Snowflake: Byzantine fault-tolerance (BFT) - Byzantine fault-tolerance is achieved by a counter that captures the strength of a
node's conviction. The counter goes up every time there is a successful query that indicates that the response is the same color
as the node's original color.

3. Snowball: Boosting confidence - Because Snowflake resets a node’s counter with each color flip, Snowball adds confidence
counters that record the number of queries that have given a threshold result for their corresponding color. With every
successful query, the node increments its confidence counter for that color. After a certain number of consecutive queries, a
node switches colors if the confidence counter exceeds or falls below the other color.

4. Avalanche: DAG - Finally, a dynamic append-only Directed Acyclic Graph (DAG) with all known transactions are added for
efficiency and security.

While Proof-of-Work or Proof-of-Stake elects one validator for block creation, Avalanche does not need to elect a leader in any form
for consensus. Rather, the protocol, metastable by nature, is designed to tip one way or the other, steering all nodes to consensus.
With no miners, delegates, or privileged nodes, Avalanche protocol yields an egalitarian network of equal-standing nodes. Thus, the
protocol is inherently independent of a central figure or major player in the network. All nodes contribute equally to reaching a
consensus.

High Throughput and Scalability

In addition to the element of decentralization, Avalanche provides several additional critical benefits to the Xank network. First,
Avalanche exhibits significantly higher throughput than that of its counterparts that rival widely accepted fiat payment systems.

e Bitcoin — 7 transactions per second

e Ethereum — 15 transactions per second
e XRP — 1,500 transactions per second

e EOS — 50 transactions per second

e VISA — 2,000 transactions per second
e PayPal — 193 transactions per second

e Avalanche — 4,500 transactions per second (1,000 nodes hosted on AWS)



As Xank becomes more widely adopted and used for various purposes, the number of transactions will naturally increase, and the
Xank network will need the capacity to handle a growing number of transactions. Avalanche, which reached 6,500 transactions per
second on a test network of 1,000 nodes and stabilized at 4,500 transactions per second3, has exhibited the ability to handle far
more transactions per second than its predecessors. Therefore, Avalanche protocol is the optimal solution for a cryptocurrency like
Xank, which will require both high throughput and scalability to function as a truly usable cryptocurrency.

Environment-friendly

Bitcoin’s Proof-of-Work is notorious for its excessive consumption of electricity that rivals that of entire countries’ electricity usage.
Unlike Proof-of-Work, Avalanche is a green, quiescent, and efficient protocol that does not use energy when there are no decisions
to be made in the ecosystem. One of Xank's core convictions is to eradicate pollution in the world, and Avalanche’s sustainability
reduces the usage of electric power. Doing so will diminish the need for electricity generation, a process that emits greenhouse
gases that contribute to air pollution.

Auditable Privacy

Privacy, whether it is built into the blockchain or made possible through an external application, is essential for a cryptocurrency like
Xank. Xank will enable auditable privacy that will be implemented at the network layer to allow for users to protect their identity and
data, while using specialized zero-knowledge proofs to remain publicly auditable. With built-in privacy features, the Xank Universal
Wallet will prevent the unwanted exposure of users’ personal information.

In summary, Avalanche is a second-generation protocol that displays advantages over other protocols that are prevalent today.
Avalanche will give the Xank network the decentralization, speed, security, and quiescence that is required for Xank to perform as
the next-generational stable cryptocurrency.

Adoption of a Self-funding Treasury System

Xank will implement the Dash-style self-funding treasury system, which has proven vital in overcoming the challenges faced by
other cryptocurrencies, in particular, overcoming the challenges of building out the network while maintaining its decentralized
system of governance, funding, development, system maintenance, and project expansion. The Dash network was the first
cryptocurrency that attempted to solve these issues and successfully implemented a self-funding treasury system that has resulted
in the project's development and expansion efforts remaining independent and well-funded. This ensures the network's perpetual
success and minimizes the risk that the network can be corrupted or overtaken by bad actors.

As Xank adopts a self-funding treasury system, it will set up a for-profit company that is tasked with maintaining the core protocol
while also promoting the network and native Xank cryptocurrency. The company'’s key directives will be activities that are beneficial
to the network’s software development, constitutional development, community building and market adoption activities. Beyond
adding value to the network, the Xank self-funding mechanism will assure that the development and well-being of the network does
not rely on donations or the goodwill of the network’s major token holders in any meaningful way; this has plagued the development
and upgrade process of other cryptocurrencies that are not self-funded.

Xank has decided to use a for-profit company mechanism as opposed to a foundation setup. Although the company will be active in
the initial development and setting up of the network, it will subsequently be competing in the open market for network funding
proposals after the network launch. This is in line with the network’s meritocratic principles and sets it apart from other networks
that set up non-profit foundations to serve this purpose. As observed with Bitcoin and other earlier cryptocurrencies, any such
foundations that were established with the intention to support the development of the project were not directly related to the
success of their platforms and were more prone to serve the interests of early adopters, large token holders, and foundation
members themselves. These foundations struggled to get funding and were prone to imploding once the initial funding was spent.
This resulted in protocol development being left to volunteers and enthusiasts who, although involved in valiant efforts to maintain
said networks, would not be able to compete with a well-funded network development team that is dedicated to the task. Leaving
the development team unfunded and only able to survive from donations also allows the centralizing element of the donors to have a
say in the direction of the development of the network. When self-interested parties directly sponsor the development of the
network, especially ones with competing interests like miners and exchanges, the network can find itself at odds with its users and
the interests of other interested parties.

Some projects fund their development team by premining coins or running pre-launch sales. Although these fundraising efforts do
not particularly harm the network and can provide for an adequate amount of funding to bootstrap the launch of a new project, the
actual value of funds that are raised remains subject to market forces, and there is no way to predetermine the funding levels that
will be achieved or if those funding levels will be sufficient for the continual development and future needs of the network.

Xank will also operate through a network of incentivized full nodes, also known as masternodes, that will be required to put up
collateral to establish voting seats on the network. Masternode operators are invested in the success of the network and can act as
stewards who can guide the network development process by applying their vote for network upgrades and direction. Unlike miners
that can extend their mining investment to other altcoins, Xank masternode operators are paired with the network as their network
infrastructure investment cannot be redirected to other cryptocurrencies. This mechanism thereby locks in their network loyalty and
acts as an incentive.



A percentage of each block reward will be held in escrow by the network for appropriation toward the expansion and continual
development of the network and wider Xank ecosystem. The escrowed funds will be appropriated in accordance with the
masternode voting preference. Funds will invariably be used for the promotion and development of the Xank coin and network, and
the budgets for each use will be determined by the masternode voting mechanism in an open and transparent way. This process
ensures that the budget policies and initiatives that are to be funded are decided on in a decentralized way that also assures that the
Xank network can evolve and upgrade to any new market demands and adopt new emergent technologies in the future.

A self-funded treasury system ensures that the Xank network will be able to hire core developers as funds will be appropriated for
this specific purpose. People will be hired not by a company, but effectively by the network itself as a result of the decentralized
votes cast by masternodes for this specific purpose. Masternode operators are replaceable to the extent that they can decide to
leave the network and be replaced by a new operator who is willing to put up the same level of collateral, thereby acquiring a
masternode voting seat. This means that the Xank network will continue to operate and thrive in perpetuity, even if all initial
masternode operators are replaced.

Soft-pegging to the IMF's SDR (Special Drawing Rights)

The Xank cryptocurrency will initially set its soft peg functionality to the IMF's SDR at launch to assure its position as a stable
cryptocurrency that is useful to the IMF member countries and, by extension, the rest of the world. At the time of Xank's launch and
bootstrapping, the SDR can be considered the most stable international reserve asset, as its price is representative of a bundle of
currencies and cannot be arbitrarily manipulated by any one of the member countries that may choose to employ its central bank to
inflate the member states money supply. If a more stable measure of value emerges than the SDR in the future, the Xank network
can adopt it through the masternode voting system as described above.

A brief history of the IMF's SDR

The SDR is an international reserve asset created by the IMF in 1969 to supplement the reserves of the member countries. As of
September 2017, 204.2 billion SDRs2 ($291 billion USD equivalent) had been created and allocated to the member states. SDRs are
freely interchangeable with other participant currencies.

The SDR was created as a supplementary international reserve asset within the context of the Bretton Woods fixed exchange rate
system, where participating countries needed official reserves in the form of government or central bank holdings of gold and widely
internationally accepted currencies in order to establish and maintain a fixed and balanced exchange rate. The expansion of
international trade and finance was impaired, however, as there was an inadequate international supply and reserve of the two key
reserve assets: gold and the U.S. dollar. This prompted the international community to decide on the creation of a new international
reserve asset that was to operate under the auspices of the IMF.

The SDR primarily serves as a supplementary reserve asset and also has secondary uses as the unit of account among IMF
members along with some other international organizations.

Subsequently, the Bretton Woods system collapsed some years after the creation of the SDR, and the major currencies moved to a
floating exchange rate. In the meantime, international capital markets had expanded due to new borrowing capabilities based on the
creditworthiness of governments, which resulted in many countries being able to accumulate sizable international reserves. As such,
the need to rely on the stability of the SDR as a global reserve asset was lessened. Reliance on the SDR was re-established around
the time of the 2009 global financial crisis. At the time, the allocated SDR 182.6 billion played an important role in providing liquidity
to the global economic system for supplementing member countries’ reserves. Subsequently, the SDR reclaimed its role as a
stabilizing force in the world economy.

The SDR itself cannot be considered a currency, and holding SDRs does not equivocate to a claim in reserves from the IMF. Instead,
it is part of a mechanism that allows for claims against ‘freely usable currencies of IMF members’ This means that a holder of SDRs
can make a claim against other member state currencies that are in free reserve in exchange for their SDR through a voluntary
exchange between two member states set by agreement. SDR holders can also be called upon by the IMF if they have strong
external positions to purchase SDRs from other member states that hold weak external positions.

When the SDR scheme was launched in 1969, its value was initially set as equivalent to 0.888671 grams of fine gold. At the time, this
rate was also a fixed equivalent of the U.S. dollar. It was with the collapse of the Bretton Woods agreements in 1973 that a basket of
currencies was used to determine the rate of the SDR. The SDR basket that was settled was made up of the U.S. dollar, Japanese
yen, and British pound sterling, with the Euro and the Chinese renminbi added later on.

The IMF posts the value of the SDR in U.S. dollar terms on its website, and its value is determined and updated on a daily basis. It is
calculated as the sum of specific amounts of each basket currency valued in U.S. dollars, based on the spot exchange rates
observed at around noon London time.

Every five years, the composition of the basket is reviewed by the Executive Board of the IMF. This periodicity can be altered if there
are compelling economic circumstances in the meantime between meetings. The Executive Board bases its determination of the
basket composition in consideration of the relative importance of the position of the five main member states in terms of
international trade. The most recent inclusion was the Chinese Renminbi (Chinese yuan) in October of 2016 in recognition that it met
the criteria that had been set for inclusion. This also coincided with a new weighting algorithm that was adopted that same year,
which incorporated the assignment of equal shares to the currency issuer’s exports and a composite financial indicator in the new
weighting formula. According to the IMF's 2016 factsheet?,



The financial indicator comprises, in equal shares, official reserves denominated in the member’s (or monetary union’s)
currency that are held by other monetary authorities that are not issuers of the relevant currency, foreign exchange turnover in
the currency, and the sum of outstanding international bank liabilities and international debt securities denominated in the
currency.

The value of the SDR is algorithmically set on a basket of five major currencies weighted in the following proportions:

e U.S. dollar - 41.73 percent (compared with 41.9 percent in the 2010 Review)

e Euro - 30.93 percent (compared with 37.4 percent in the 2010 Review)

e Chinese renminbi - 10.92 percent

e Japanese yen - 8.33 percent (compared with 9.4 percent in the 2010 Review)

e British Pound sterling - 8.09 percent (compared with 11.3 percent in the 2010 Review)
*figures obtained from the IMF's 2016 factsheet.

These weights will remain in place until the next review, which is currently scheduled to take place by September 2021, unless an
earlier review is warranted by economic and financial developments that are deemed to be of global significance in the interim.

This level of stability has been chosen to bootstrap the first three years of the Xank ecosystem.

Xank and the Bridgewater Idea Meritocracy System

The Xank network will employ meritocratic governance. The following key points on meritocracy have been extracted from an essay®
written by Ray Dalio, the founder of Bridgewater, wherein he outlines how a meritocratic governance system and the implementation
of its key principles and components were intricate to the success of the Bridgewater venture. We will also describe how some of
these meritocratic principles will echo through the Xank network, in particular, the Xank governance system.

Ray summarises the idea in the following quote:

In one long sentence, our success occurred because we created a real idea meritocracy in which the goal was to have
meaningful work and meaningful relationships and the way we went after them was through radical truthfulness and radical
transparency.

To get a feel for the Xank governance system, it is important to look at these key concepts. Let's look at these words individually so
we are clear on what they mean.

Idea Meritocracy

An idea meritocracy is a decision-making system where the best ideas rise to the top and win out. Although many meritocratic
systems have been theorized, few have been able to practically implement such a system within organizations or networks of
people. For the idea meritocracy to succeed, it relies on all people involved to adhere to these three things paraphrased here:

1. People have to put their honest thoughts on the table for everyone to see, not what they believe others want to see.

2. People have to have thoughtful disagreements within a reasonable back-and-forth process. This process allows people to
evolve their thinking so as to come up with better solutions and decisions than they could have come up with individually.

3. If after this process the decisions remain unresolved, there are agreed-upon protocols in place that help g