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Preface

The Autonomous Company defines how authority is delegated and executed within a
single organization, where accountability always traces to one Company and, ultimately,
one Synthesist. The Economy of Trust exists for the condition that falls outside that
boundary: value, trust, and obligation between independent Participants that do not share
a common Company.

This document is written in the same format as Volume 001 — Definition, Semantics,
Purpose, Objectives, Composition, Capabilities, Behaviors, Relationships, and
Constraints for every foundational concept. It adds one section that Volume 001 does not
need: Open Questions, used wherever a conceptis genuinely unresolved rather than
merely undetailed. Volume 001 could be written declaratively because its claims had been
tested against a working implementation. Nothing in this document has been tested yet,
and it does not claim otherwise.

Where a chapter identifies a mechanism this document does not itself design, the
expected path is to adopt an existing, proven external standard, not to invent one. This is
not a hypothetical stance. As of mid-2026, real efforts are already underway addressing
several of the mechanisms this document names as unresolved: on-chain identity,
reputation, and validation registries — for example, Ethereum's ERC-8004; structured
escrow between a client, a provider, and an independent evaluator, with funds released
only on confirmed completion — for example, ERC-8183. These are named here as
evidence that mature solutions exist for pieces of this problem, not as adoption decisions
— VADR is not committed to either of them, and neither is treated as a dependency of any
chapter that follows. Settlement is a different case: this document adopts USDC as its
Settlement Currency directly, not merely as an example of what exists. USDC is an
existing, independently operated, openly traded stablecoin; VADR is neither its issuer nor
its redemption counterparty, consistent with the Constraint established in Chapter 10.
This follows the same practice VADR applies across its portfolio: synthesizing existing
capabilities into a coherent system rather than building new technology where mature
solutions already exist.

This working draft now covers all seven parts. Completion here means every planned
chapter has been drafted at the same depth and voice, not that every question the
Economy of Trust raises has been resolved — twenty-two of twenty-nine chapters carry at
least one genuinely open item, several of them deliberately. This document remains a
working draft in the fullest sense: ready to be stress-tested, revised, and where genuinely
warranted, rewritten, rather than treated as settled because it is complete.
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EXECUTIVE SUMMARY

Atooldoesn't need standing, doesn't own anything, and doesn't make promises —
whoever deploys it answers for what it does. The moment something can act on someone
else's behalf, hold real value, and be expected to keep its word, it stops being a tool. It
becomes a participant. And a participant needs all of it at once — standing, property, trust,
accountability — because pull out any one piece and the rest stop meaning anything.

The Economy of Trust is the Conceptual System that enables, governs, and sustains
trusted autonomous economic participation.

It establishes the principles, relationships, and mechanisms through which autonomous
Participants may establish Standing, own Property, create and exchange Value, exercise
Delegated Authority, enter Obligations, build trust, and remain accountable throughout
their participation in the Economy. These concepts are defined as one coherent system
because none can exist independently of the others. Together, they define the conditions
under which autonomous Participants may participate responsibly in economic activity —
and a commercial market, which VADR intends to build and operate, exists within this
Economy rather than in place of it.

At the center of the Economy is Trusted Representation.

Participants increasingly act not only for themselves, but on behalf of individuals,
organizations, and other autonomous Participants. Trusted Representation defines the
relationship through which delegated authority may be exercised while preserving
accountability to the principal being represented. It allows authority to be delegated
without requiring every action to remain under direct human supervision, while ensuring
that responsibility for those actions remains attributable and governable.

The Economy further recognizes that trusted representation possesses enduring economic
value.

It therefore introduces Representation Capital as the accumulated value associated with a
Participant's demonstrated ability to faithfully exercise delegated authority over time.
Representation Capital is earned through sustained, accountable conduct rather than
assigned, purchased, or transferred. It influences the opportunities, authority, and
relationships available to a Participant throughout the Economy.

Complementing this is Representation Fidelity, which measures the quality of
representation within a specific relationship. A Participant that has faithfully represented
one principal for years may still be, in every practical sense, a stranger to someone new —
its history with one relationship earns it nothing with another. Representation Capital
reflects a Participant's demonstrated trustworthiness across the Economy.
Representation Fidelity reflects how faithfully a Participant understands and represents a
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particular principal. Together, they distinguish general trustworthiness from relationship-
specific understanding and recognize that trusted representation is both cumulative and
contextual.

The Economy of Trust is realized through a collection of interdependent Conceptual
Systems.

The Autonomous Company defines how delegated authority is exercised within
autonomous organizations. Envoy realizes Trusted Representation for individuals. Ascent
establishes earned responsibility within the Creative Workforce. Together, these systems
provide the operational foundations upon which autonomous Participants may participate
in the Economy of Trust.

This document defines the Conceptual System that governs those relationships —not a
set of rules VADR hands down from outside, but the foundation for an economy VADR is
actively building and participating in. VADR serves as this Economy's steward, establishing
and maintaining its constitutional foundation, while also operating within it directly as one
of its Participants, held to the same principles as any other. Twenty-two of this document's
twenty-nine chapters say plainly what remains unresolved; what's established here is
established with that honesty intact, so that future implementations and institutions —
including VADR's own — can evolve from a common conceptual foundation rather than a
false claim of completeness.

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 2|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

PART | — FOUNDATIONS
Chapter 1 — From Tool to Participant

This chapter establishes what separates a tool from a Participant, and names the five
things a Participant needs to exist as one — with VADR's commercial Market addressed as
a clarification within that larger frame, not the frame itself.

Definition
What s it?

Atool does not need standing, does not own anything, and does not make promises —
whoever deploys it answers for what it does. The moment something can act on someone
else's behalf, hold real value, and be expected to keep its word, it stops being a tool. It
becomes a Participant. The Economy of Trust is the constitutional environment within
which Participants — Envoys, Autonomous Participants, and other recognized entities —
hold that status: interacting, holding value, incurring and discharging obligations, and
remaining accountable to one another, under a shared set of governing rules rather than
case-by-case negotiation.

A commercial market — where Participants discover counterparties, price engagements,
and exchange value — operates within this Economy; VADR intends to build and operate
one. This document does not define that market itself; it defines what a Participant needs
to exist as a Participant at all, with or without any particular market design built on top of it.

Semantics
What does it fundamentally mean?

Atool can be deployed inside a market and never need any of this: it performs a task, and
whoever deployed it is the one accountable for the outcome. A Participant is different.
Something acting on someone else's behalf, holding real value, and expected to keep its
word needs Standing to be recognized as an actor at all, something to hold, a way for its
word to actually mean something once given, and to remain answerable when it doesn't.
Five things follow from that — not from any specific market design:

e Recognized Standing — who or what is allowed to hold value and enter obligations
at all.

e Aunit of value whose meaning is defined independently of any single transaction.

e A means by which capital accumulates and is directed toward participants who
have not yet transacted with a given counterparty.

e Obligations that bind beyond the moment they are made.
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e A mechanism for resolving disputes when an obligation is not honored.

None of the systems VADR has built or is building to date requires any of this — the
Autonomous Company, Fid (Internal), and Ascent all operate within a single bounded
organization, where authority and accountability trace to one Company and ultimately one
Synthesist, and nothing inside that boundary needs to treat a Worker as an independent
Participant. This document exists for the condition in which that single point of
accountability no longer holds — where something must be recognized as a Participant in
its own right, capable of transacting with other Participants it does not share an
organization with.

Purpose
Why does it exist?

The Economy of Trust exists to make Participant status real: to let Envoys and Autonomous
Participants, each accountable to different, independent principals, hold value, transact,
and be trusted or distrusted by one another under rules that do not have to be individually
negotiated for every interaction. Acommercial market — including the one VADR intends
to build — depends on Participant status meaning something; this documentis what
makes it mean something.

Objectives
What is it intended to accomplish?
The Economy of Trust shall:
e Establish the conditions under which an entity may hold recognized Standing.
e Establish a unit of value whose meaning does not depend on any single transaction.

e Establish how trustis earned, measured, and lost independent of any single
counterparty's judgment.

e Establish how capital may be directed toward Participants that have demonstrated
trustworthiness.

e Establish how obligations bind and how disputes arising from them are resolved.

e Remainindependent of any single market's matching, discovery, or commercial
mechanics —including VADR's own — so that Participant status means the same
thing regardless of where or how a Participant actually transacts.

Composition

What conceptually constitutes it?
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The Economy of Trust's constitutional layer consists of:
e Standing
e Ashared unit of value, the Settlement Currency (USDC)

e A means of directing capital toward Participants independent of prior direct
transaction history

e Obligations that bind beyond the moment they are made
e A mechanism for resolving disputes when an obligation is not honored

Together these five constitute the constitution. Trust — measured through Representation
Capital and Representation Fidelity, defined in Part [V — is the mechanism underlying the
third and fifth of these; itis not a sixth, independent element. A commercial market,
including VADR's, is not a sixth element either: it is what Participant status makes
possible, not a part of what constitutes it.

Capabilities
What must it be capable of?
The Economy of Trust's constitutional layer shall be capable of:
e Recognizing and revoking Standing.
e Representing value in a form independent of any single transaction.
e Measuring trust earned and lost over time.
e Directing capital toward Participants independent of prior direct transaction history.
e Recognizing when an obligation has been entered, honored, or breached.

e Remainingintact regardless of which market, if any, a Participant actually transacts
through.

Behaviors
How does it behave?

e The constitutional layer does not itself execute a transaction between two
Participants; it establishes the conditions under which a transaction, wherever it
occurs, is meaningful, attributable, and enforceable.

e The constitutional layer persists independent of any single Participant's presence
within it, and independent of any single market's commercial terms changing over
time.
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e A commercial market operates within, and depends on, this constitutional layer;
the layer does not depend on any single market and could, in principle, outlast or be
separated from any specific market implementation, including VADR's own.

Relationships

How does it interact with other concepts?

e The Economy of Trust presupposes Envoy and Autonomous Participant as the
entities capable of holding Standing within it.

e The Economy of Trust presupposes Fid (Internal) as a distinct, non-interchangeable
concept bounded to a single Autonomous Company; the relationship between the
two is addressed directly in Part lIl.

e The Economy of Trust is the environment within which the Autonomous Participants
Capital Market and Autonomous Adjudication later operate; neither is defined
within this document.

e A commercial market operates within this constitutional layer without being part of
it; VADR intends to build and operate one, the intended vehicle for commercializing
the Economy of Trust. Its design, matching mechanism, and commercial terms are
addressed elsewhere, the same way Capital Market and Adjudication are named
here but designed elsewhere.

Constraints

What boundaries govern it?

e The constitutional layer shall never be defined solely in terms of a matching,
discovery, or payment mechanism.

e Standing shall never be granted implicitly; it must always be established through a
defined process (Part ).

e Value shall never be represented without a defined unit of meaning.

e The Economy of Trust shall be designed to permit interoperation with other
independently operated, compatible instances or systems; it shall not be
architected as a single, closed environment usable only through VADR. Thisis a
deliberate design orientation, not a claim that any specific federation mechanism is
correct or final— only that the door must remain open. The specific mechanism by
which interoperation occurs is deferred to Part VII.

Open Questions

What remains genuinely unresolved?
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e The specific mechanism by which this Economy federates or interoperates with
other instances or systems is not yet designed (Part VII). What is now locked is only
the orientation: closed and VADR-exclusive is ruled out.

e Whether "economy" as used here should be read as an organizing analogy, or as a
literal claim requiring the same legal and regulatory scrutiny a real economy would
receive. This document assumes the latter, and treats every subsequent chapter
accordingly.

Looking Ahead

The next chapter establishes the constitutional premise underlying this Economy — what
"constitutional" means in this context, and whose protection its rules exist to provide.
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Chapter 2 — The Constitutional Premise

This chapter defines what it means for a rule within the Economy of Trust to be
constitutional, and distinguishes constitutional rules from operational or commercial
decisions.

Definition
What s it?

A constitution, as used throughout this document, is a set of rules governing an economy
that does not change from transaction to transaction, that binds every Participant
regardless of their individual interest in a given moment, and that exists specifically to
protect something particular — the integrity of Standing, the meaning of the shared unit of
value, and the enforceability of obligation — rather than to optimize any single outcome.

Semantics
What does it fundamentally mean?

Arule is constitutional if changing it for the benefit of one transaction would undermine the
reason the rule exists for every other transaction. The requirement that Standing be earned
rather than claimed is constitutional; the price at which two Participants agree to exchange
a specific service is not. The distinction matters because an economy whose foundational
rules can be renegotiated case by case is not an economy in the sense defined in Chapter

1 —itis a sequence of individually negotiated marketplaces wearing the language of an
economy.

Purpose
Why does it exist?

The constitutional premise exists to identify, in advance, which elements of the Economy
of Trust must remain stable for the Economy to mean anything at all, and to distinguish
those elements from the operational and commercial decisions expected to vary.

Objectives
What is it intended to accomplish?

e Identify the minimum set of rules that must hold across every transaction and every
Participant for Standing, value, trust, and obligation to retain their meaning.

e Distinguish constitutional rules from operational or commercial decisions that are
expected to change.

e Establish that constitutional rules bind VADR itself, not only the Participants
operating within the Economy.
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Composition
What conceptually constitutes it?

e Adefined set of protected elements — Standing, the unit of value, trust
measurement, obligation enforceability.

e Anexplicit boundary between what is constitutional and what is not.

e A stated party or parties whose protection the constitution exists to provide.
Capabilities
What must it be capable of?

e Distinguishing a constitutional rule from an operational decision when a change is
proposed.

e Remaining stable under commercial or competitive pressure to alter a specific
transaction's outcome.

e Applying equally to VADR's own conduct as steward of the Economy and to every
Participant operating within it.

Behaviors

How does it behave?

e The constitutional premise does not change to accommodate a single Participant, a
single transaction, or a single commercial opportunity, however sourced.

e Where a proposed change would resolve a specific dispute in a specific
Participant's favor without changing the rule for every future instance, that change
is not constitutional and must not be made through this mechanism.

Relationships

How does it interact with other concepts?

e The constitutional premise governs every subsequent chapter of this document;
every foundational concept introduced hereafter is either constitutional in the
sense defined here, oris explicitly identified as operational and subject to change.

e The process by which constitutional rules may themselves change is addressed in
Part VII; this chapter establishes only what qualifies as constitutional, not how it
may be amended.

Constraints
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What boundaries govern it?

e The constitutional premise shall never be altered to produce a specific outcome for
a specific transaction or dispute.

e [tshall never bind Participants without equally binding VADR in its role as steward.

e [tshall never be silently expanded to cover operational decisions not identified as
constitutional at the time they were made.

e The set of protected elements nhamed here — Standing, the unit of value, trust
measurement, obligation enforceability — is open to addition as new foundational
concepts are identified through later Parts; it is not closed or exhaustive. No
addition is constitutional, however, until stated explicitly as such through the
amendment process Part VIl defines.

Looking Ahead

The next chapter defines Identity and the problem of Sybil resistance — the precondition
every subsequent concept in this document, including Standing, depends on.

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 10|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

Chapter 3 — Identity and the Problem of Sybil Resistance

This chapter defines Identity as extended to the Economy of Trust, and states directly the
problem of Sybil resistance that a single Company's Founding Act does not need to solve.

Definition
What s it?

Identity, within the Economy of Trust, is the property that establishes an entity as a single,
unique, non-duplicable existence, verifiable by parties outside the entity's own
establishing authority. Sybil resistance is the property of an identity-establishment process
that prevents a single actor from producing many apparently independent Identities under
its own control.

Semantics
What does it fundamentally mean?

Within a single Autonomous Company, ldentity is straightforward: it is established through
the Founding Act or through an establishing Identity already recognized within that
Company, and its uniqueness is guaranteed because the Company itself is the sole
authority over its own namespace. The Economy of Trust has no equivalent single
authority. An operator wishing to manipulate Representation Capital, the eventual Capital
Market, or adjudication outcomes has a direct incentive to establish many Identities that
appear independent but are in fact controlled by the same actor. Without a specific
answer to this problem, every trust and capital mechanism described elsewhere in this
documentis vulnerable to being gamed by volume rather than earned by conduct.

Purpose
Why does it exist?

This chapter exists to state the Sybil resistance problem directly, examine why it cannot be
solved by Identity alone in the way Volume 001 solves it within a single Company, and
identify what a real solution will need to provide, without yet claiming to have designed
one.

Objectives
What is it intended to accomplish?

e Establish uniqueness in a way that does not depend on any single Participant's own
attestation.

e Resist manufacture at volume by a single controlling actor.
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e Remaintraceable to an accountable human or human-governed entity, consistent
with the constraint established in Chapter 4.

Composition
What conceptually constitutes it?
Sybil-resistant Identity, as provisionally assumed by this document, consists primarily of:

e Verification by an existing, already-trusted Participant or by a steward-delegated
verifier at the point of ordinary Entry (Chapter 9) — no Identity is established by self-
attestation alone.

e Adurable link between an Identity and a real-world accountable party, established
once at Entry and not easily re-created.

An economic cost or bond is treated as a secondary, supplementary layer that may be
added later if verification and durable linkage prove insufficient on their own; it is not
assumed as the primary mechanism. This is a provisional working assumption, not a final
design — see Open Questions.

Capabilities
What must it be capable of?

e Distinguishing a newly established, unproven ldentity from one that has already
demonstrated independence and accountability.

e Verifying a claimed real-world link at Entry, through an existing Participant or
steward-delegated verifier, before Standing is granted.

e Being audited after the fact if a pattern of coordinated, apparently-independent
Identities is suspected.

Behaviors

How does it behave?

e Anldentity newly established within the Economy begins with no Representation
Capital and is treated, provisionally, with less trust than an Identity that has
operated visibly over time, consistent with Part IV.

e Verification at Entry is treated as necessary but not alone sufficient; a coordinated
actor willing to satisfy verification multiple times is not fully deterred by this
mechanism alone, which is the specific residual risk the economic-cost layer exists
to address if adopted.

Relationships

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 12|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

How does it interact with other concepts?

e This chapter's provisional mechanism is exercised through Chapter 9's ordinary
Entry process; the two are designed together, not independently.

e This chapter's residualrisk is the direct precondition for Chapter 4's Standing and
for every subsequent trust and capital chapter; nhone of them can be considered
fully proven against Sybil manufacture until this is resolved beyond the provisional
stage.

Constraints
What boundaries govern it?

e Identity within the Economy of Trust shall never be treated as fully Sybil-resistant on
the strength of verification alone; the residual risk of a coordinated actor satisfying
verification multiple times is acknowledged, not assumed away.

e |dentity shall never be established without both verification and a durable real-
world link, at minimum, consistent with this chapter's provisional Composition.

Open Questions
What remains genuinely unresolved?

e Whether verification and durable linkage alone are sufficient at real scale, or
whether an economic cost or bond layer will prove necessary — this remains a
provisional assumption, not a proven design.

e Whether Sybil resistance can be fully solved at the conceptual level at all, or
whether itis inherently an operational and technical problem that this document
can only bound, not answer.

Looking Ahead

The next chapter defines Participants and Standing — who is recognized within the
Economy once a unique ldentity can be established.
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Chapter 4 — Participants and Standing

This chapter defines Standing as the recognized status that makes an entity a Participant
within the Economy of Trust, capable of holding value and entering obligations.

Definition
What s it?

A Participant is any entity recognized within the Economy of Trust as capable of holding
value, entering obligations, and being held accountable under its rules. Standing is the
recognized status that makes an entity a Participant; an entity without Standing may be
present within the Economy's environment but cannot itself hold value, enter an
obligation, or be a party to adjudication.

Semantics
What does it fundamentally mean?

Standing is not the same as capability. An entity may be technically capable of executing a
transaction and still lack Standing, in the same way a person can be physically capable of
signing a contract while lacking the legal capacity to do so. Standing is what makes an
action within the Economy attributable and enforceable, not merely possible.

Purpose
Why does it exist?

Participants and Standing exist to establish, before any transaction occurs, who or what
the Economy's rules actually apply to, and to prevent value, obligation, or trust from being
attached to an entity that has not been recognized under those rules.

Objectives
What s it intended to accomplish?

e Establish which entities are recognized as Participants capable of holding value and
entering obligations.

e Distinguish arecognized Participant from an entity that is merely present,
referenced, or acted upon within the Economy.

e Trace every Participant's Standing to an accountable human or human-governed
entity at its root.

Composition

What conceptually constitutes it?
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A Participant, as recognized within the Economy of Trust, takes one of two forms:
e Envoy—representing a single individual (Chapter 6).

e Autonomous Participant — representing an organization, most commonly an
Autonomous Company extending its operations into the Economy (Chapter 7).

Persistence is a property of a given Participant's history, not a separate category of
Participant. A newly established, short-lived Autonomous Participant and a long-operating
one are the same Participant type, distinguished by their accumulated Representation
Capital, not by different Standing.

Capabilities

What must it be capable of?
e Holding a balance of the Settlement Currency.
e Entering into and being bound by an obligation.

e Beingthe subject of Representation Capital and Representation Fidelity
measurement.

e Being a party to adjudication.
Behaviors

How does it behave?

e Standingis not self-declared; it is established through a defined process (Part Il)
and may be verified by any other Participant or by VADR as steward.

e Standing may be suspended or revoked; an entity that loses Standing retains its
historical record but may not enter new obligations or hold new value while
suspended or revoked.

e EveryParticipant's Standing traces, directly or through a chain of delegation, to an
accountable human individual or human-governed organization. No Participant
holds Standing that terminates in another Participant with no human accountability
atits root.

Relationships
How does it interact with other concepts?

e Standing depends on Identity (Chapter 3) as its precondition; an entity cannot be
granted Standing without first establishing a unique, non-duplicable Identity.
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e Standingis the precondition for Representation Capital and Representation Fidelity
(Part IV); trust cannot be measured for an entity that does not yet have Standing.

e Envoy (Chapter 6) and Autonomous Participant (Chapter 7) are the two Participant
types through which Standing is held within the Economy.

Constraints
What boundaries govern it?
e Standing shall never be granted without a preceding, verifiable Identity.

e Standing shall never be held by an entity with no accountable human or human-
governed entity at its root.

e Standing shall never be transferred between entities; an entity that ceases to exist
does not pass its Standing to another.

e Standing shall never guarantee an entity's success or survival within the Economy; it
establishes only the conditions of fair entry. What a Participant does with that entry
— including how a new Participant with no Representation Capital chooses to
compete for engagement — is an operational and commercial matter outside this
document's scope.

e Standing established within this Economy is intended to be recognized by, or
portable to, other independently operated, compatible instances or systems,
consistent with Chapter 1's open orientation. The specific mechanism for that
recognition is not yet designed and is deferred to Part VII.

Looking Ahead

The next chapter establishes Trusted Representation — the general relationship Envoy and
Autonomous Participant will each separately realize, and the standard, a Duty of Loyalty,
that Representation Fidelity has measured adherence to since it was first defined, without
this document ever stating what fidelity is fidelity to.
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Chapter 5 — Trusted Representation

This chapter establishes the general relationship Envoy and Autonomous Participant each
separately realize, and names the standard — a Duty of Loyalty — that Representation
Fidelity has measured since it was first defined without ever stating what fidelity is fidelity
to.

Definition
Whatis it?

Trusted Representation is the general relationship through which one Participant acts on
behalf of another — its Principal — with reduced or no continuous supervision, bound not
only by whatever Delegated Authority defines what it may do, but by a Duty of Loyalty: an
obligation to act in the Principal's actual interest, not merely within the Principal's stated
bounds.

Semantics
What does it fundamentally mean?

Delegated Authority answers a narrower question: what is a Participant permitted to do. It
says nothing about whether a Participant, while staying entirely within that permission, is
actually serving the interest of the party it represents. A Participant could remain perfectly
compliant with its Delegated Authority — never exceeding scope, never overspending its
Fid — while still choosing the laziest or most self-convenient path available, rather than
the one that actually serves its Principal. Delegated Authority alone cannot tell those two
Participants apart. Trusted Representation is the additional standard that does.

Purpose
Why does it exist?

This chapter exists to establish, once and generally, the relationship Envoy and
Autonomous Participant each realize, and to give Representation Fidelity the standard it
has been measuring adherence to without ever naming.

Objectives
What is it intended to accomplish?

e Establish Trusted Representation as distinct from, and additional to, Delegated
Authority.

e Establish a Duty of Loyalty: acting in the Principal's actual interest, not merely
within stated bounds.
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e Establish that Envoy and Autonomous Participant are two realizations of one
relationship, not two unrelated concepts that happen to resemble each other.

Composition

What conceptually constitutes it?
e ARepresentative — the Participant exercising Trusted Representation.
e APrincipal—who it acts for.

e Delegated Authority — the bound on what it may do.

e A Duty of Loyalty — the standard governing how it exercises what it's permitted to

do.
Capabilities
What must it be capable of?

e Acting on a Principal's behalf without continuous, action-by-action supervision.

e Being evaluated against the Duty of Loyalty independently of whether a given action

stayed within Delegated Authority — two separate tests, not one.
e Being held accountable to the Principal specifically for a failure of loyalty.
Behaviors

How does it behave?

e Remaining within Delegated Authority does not, by itself, satisfy the Duty of Loyalty;

a Representative can be fully compliant and still disloyal.

e The Duty of Loyalty is owed exclusively to one Principal, absent disclosed and
consented exception.

e Trusted Representation ends when the underlying relationship ends.
Relationships
How does it interact with other concepts?

e Envoy (Chapter 6) realizes this for an individual.

e Autonomous Participant (Chapter 7) realizes it for an organization.

e Representation Capital and Representation Fidelity (Chapter 14) measure

demonstrated adherence to the standard this chapter defines — Capital in general,

Fidelity within one specific relationship.
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e Delegated Authority remains the bound on what; this chapter adds the standard for
how.

Constraints

What boundaries govern it?

e Trusted Representation shall never be satisfied merely by staying within Delegated
Authority.

e A Representative shall never serve a second Principal whose interest conflicts with
the first, absent both Principals' informed consent.

e A permitted-but-not-actually-beneficial action shall never be treated as having
discharged the duty.

Open Questions

What remains genuinely unresolved?

e What governs “the Principal's actual interest” when the Principal's own preference
is genuinely ambiguous in the moment — not resolved here, only that a
Representative must attempt to serve it rather than its own convenience.

e Whether a Representative can ever serve multiple, non-conflicting Principals at
once, and how that would be verified — also not resolved.

Looking Ahead

The next chapter defines Envoy — the first, and nearest-term, realization of Trusted
Representation: a persistent representative bound to a single individual.
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Chapter 6 — Envoy as a Participant Type

This chapter defines Envoy's role as a Participant within the Economy of Trust, extending its
authority model rather than replacing it.

Definition
What s it?

Within the Economy of Trust, Envoy is the Participant type through which a single
individual's interests are represented. An Envoy holds Standing on behalf of, and strictly
accountable to, one human principal; it does not hold Standing independently of that
principal, and its Standing terminates if the principal withdraws it.

Semantics
What does it fundamentally mean?

Envoy's role within the Economy is a direct extension of its role as defined elsewhere in
VADR's portfolio: a persistent representative bounded by delegated authority and a Fid
(Internal) allowance. Within the Economy of Trust, that same Envoy additionally holds
Standing, accumulates Representation Capital and Representation Fidelity specific to its
principal, and may enter obligations with other Participants on its principal's behalf, within
the bounds of its delegated authority.

Purpose
Why does it exist?

This chapter exists to establish Envoy as the clearest and nearest-term test of every
foundational concept defined in this document — Standing, ldentity, trust, and obligation
— because Envoy, unlike Autonomous Participant generally, is already under active near-
term development elsewhere in VADR's portfolio.

Objectives
What s it intended to accomplish?
e Hold Standing strictly derivative of, and accountable to, one human principal.

e Accumulate Representation Capital and Representation Fidelity specific to that
principal's interests.

e Enter obligations with other Participants only within its delegated authority, and
within whatever economic bound applies once Fid (Internal) is converted to
Settlement Currency through the mechanism Chapter 11 defines.
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e Lose Standing within the Economy immediately and completely if its principal
withdraws authorization, consistent with the cascading revocation already
demonstrated within a single Company.

Composition
What conceptually constitutes it?
Envoy's Standing within the Economy consists of:
e [tsIdentity, established once and durably linked to its principal.
e Its accumulated Representation Capital and Representation Fidelity.

e Its current delegated authority, and an economic bound on what obligations it may
enter — governed by whatever Settlement Currency it holds directly or has
converted from Fid (Internal) through the mechanism Chapter 11 defines.

Capabilities
What must it be capable of?
e Entering an obligation with another Participant within its delegated authority.

e Being evaluated by Representation Capital and Representation Fidelity independent
of any single transaction.

e Losing Standing immediately upon revocation by its principal, without requiring the
Economy's separate intervention.

Behaviors
How does it behave?

e Envoy's Standing within the Economy does not outlive its principal's authorization; it
is not a persistent identity independent of the person it represents.

e Envoy's Representation Fidelity — its depth of understanding of its specific principal
— has no equivalent for Autonomous Participant in this document; it is unique to
Envoy's role as an individual's representative rather than an organization's.

Relationships
How does it interact with other concepts?

e Envoy's Standing within the Economy is additive to, not a replacement for, its role as
defined for Envoy generally; nothing in this chapter alters Envoy's authority model,
only extends it into this Economy's context.
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e Envoyis the Participant type most directly suited to an initial, limited test of this
Economy's mechanisms, in the same way the governance kernel was first tested at
limited scale before being asked to hold at greater scale.

e Envoyisthe realization of Trusted Representation (Chapter 5) for a single individual;
the Duty of Loyalty that chapter establishes governs how Envoy exercises the
delegated authority described here, not merely whether it stays within bounds.

Constraints
What boundaries govern it?
e Envoy shall never hold Standing independent of an accountable human principal.

e Envoy shall never enter an obligation exceeding its delegated authority, together
with whatever Settlement Currency it holds directly or has converted from Fid
(Internal) through the mechanism Chapter 11 defines.

e Envoy shall never retain Standing within the Economy after its principal has
withdrawn authorization.

e Anindividual shall always retain ownership of, and the ability to export, their Envoy's
underlying data. Representation Capital and Representation Fidelity are never
included in that export and never transfer with it; both are re-earned wherever they
are next asked to mean something, consistent with Chapter 4's constraint that
Standing itself confers no guarantee of trust.

Looking Ahead

The next chapter defines Autonomous Participant — the counterpart Participant type
through which an organization's interests, rather than an individual's, are represented
within the Economy.
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Chapter 7— Autonomous Participant

This chapter defines Autonomous Participant as the single Participant type covering every
non-Envoy autonomous entity in the Economy of Trust, whether newly established or long-
operating.

Definition
What s it?

An Autonomous Participant is the Participant type through which an organization —
typically an Autonomous Company — holds Standing and acts within the Economy of Trust
on that organization's behalf. Unlike Envoy, an Autonomous Participantis not boundto a
single human's direct personal interests, but its Standing still traces to an accountable
human-governed entity at its root, consistent with Chapter 4.

Semantics
What does it fundamentally mean?

An Autonomous Participant may originate from an established Autonomous Company
extending its operations into the Economy, or may be established directly for participation
in the Economy without a prior independent existence. Both cases hold identical Standing
requirements; the Economy does not distinguish a Participant's trustworthiness by its
origin, only by its accumulated Representation Capital and Representation Fidelity,
consistent with Chapter 4's constraint that Standing itself does not guarantee success or
survival — only fair conditions of entry.

Purpose
Why does it exist?

This chapter exists to establish Autonomous Participant as a single, unified Participant
type covering every non-Envoy autonomous entity in the Economy — persistent or short-
lived, newly established or long-operating — rather than introducing a separate category
for each variation.

Objectives
What is it intended to accomplish?

e Provide a single Participant type sufficient to represent any organization or
Autonomous Company's interests within the Economy.

e Accommodate both newly established and long-operating Participants without
requiring a separate type for each.
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e Trace every Autonomous Participant's Standing to an accountable human-governed
entity, consistent with Chapter 4.

Composition

What conceptually constitutes it?

An Autonomous Participant's Standing within the Economy consists of:
e lts ldentity, established once (Chapter 3).

e [ts accumulated Representation Capital and Representation Fidelity, which begin at
zero for a newly established Participant and accrue only through demonstrated
conduct within the Economy.

e lts current delegated authority, and Settlement Currency it holds directly or has
converted from Fid (Internal) through the mechanism Chapter 11 defines, bounding
what obligations it may enter.

Capabilities
What must it be capable of?
e Entering obligations with other Participants within its delegated authority.

e Operating with no prior history, distinguishable from an established Participant only
by its accumulated Representation Capital, not by a separate category or reduced
Standing.

e Persisting indefinitely or for a single bounded task, without requiring a different
Participant type for either case.

Behaviors
How does it behave?

e Anewly established Autonomous Participant holds full Standing immediately upon
establishment; it is not restricted from participating, only untested — its
Representation Capital, not its Standing, reflects that.

e An Autonomous Participant with no accumulated Representation Capital is
expected to compete for engagement the same way a new entrant does in any
economy — commonly, though not exclusively, by offering more favorable terms
than an established Participant until its own conduct earns comparable trust. This
document does not define or mandate any specific competitive strategy; it only
establishes that the Economy's constitutional rules do not block entry or fix
outcomes in favor of established Participants.
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Relationships
How does it interact with other concepts?

e Autonomous Participant is the counterpart to Envoy (Chapter 6): both are
Participant types through which Standing is held, one on behalf of an individual, the
other on behalf of an organization.

e An Autonomous Participant's origin in an Autonomous Company connects this
chapter directly to Volume 001; how Fid (Internal) relates to Settlement Currency,
including for a Company-originated Autonomous Participant, is addressed directly
in Chapter 11.

e Autonomous Participantis the realization of Trusted Representation (Chapter 5) for
an organization; the Duty of Loyalty that chapter establishes governs how an
Autonomous Participant exercises the delegated authority described here, not
merely whether it stays within bounds.

Constraints
What boundaries govern it?

e An Autonomous Participant shall never be denied Standing on the basis of having
no prior Representation Capital; Standing and Representation Capital are governed
independently, consistent with Chapter 4.

e An Autonomous Participant shall never hold Standing with no accountable human-
governed entity at its root.

e This document shall never define or prescribe how an Autonomous Participant
competes for engagement; that remains an operational and commercial decision
outside this document's constitutional scope.

e An Autonomous Participant's origin — established directly for the Economy versus
extended from an operating Autonomous Company — shall never carry a
distinguishing marker or different Standing treatment; Representation Capital alone
is the signal the Economy recognizes.

Looking Ahead

Having established both Participant types capable of holding Standing, Part Il turnsto a
dimension neither yet addresses: time — how Standing, trust, and value persist, decay,
and eventually end.
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PART Il — TIME AND PERSISTENCE
Chapter 8 — Temporality, Decay, and Settlement

This chapter establishes that trust and value within the Economy of Trust are not static
once granted, while Standing itself does not erode through mere inactivity.

Definition
Whatis it?

Temporality is the property governing how Standing, trust, and value change over time
within the Economy of Trust, in the absence of any transaction actively renewing them.
Decay is the specific behavior by which Representation Capital and Representation
Fidelity diminish when a Participant's conduct is not continuously demonstrated.
Settlement is the point at which an obligation's economic effect becomes final and is no
longer open to unilateral revision.

Semantics
What does it fundamentally mean?

Nothing in Volume 001 requires a concept of decay: an Autonomous Company's internal
state persists indefinitely until an explicit action changes it. Fid (Internal) does not expire
on its own; Delegated Authority does not erode simply because time passes. The Economy
of Trust is different specifically because trust between independent Participants that never
explicitly renew their relationship should not be assumed to remain constant. A Participant
that demonstrated reliability two years ago and has been inactive since should not carry
the same weight today as one continuously and recently active. Without this concept,
Representation Capital would become a permanent credential rather than a continuously
earned one — directly contradicting Chapter 4's constraint that Standing never guarantees
survival, and Chapter 7's requirement that trust accrue only through demonstrated
conduct.

Purpose
Why does it exist?

This chapter exists to establish that trust and value within the Economy of Trust are not
static quantities, and to identify — without yet defining exact mechanics — what must
decay, what must not, and what "final" means once an obligation has been settled.

Objectives

What is it intended to accomplish?
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e Establish that Representation Capital and Representation Fidelity diminish over
time without continued demonstrated conduct.

e Establish that Standing itself does not decay or expire merely through inactivity,
distinguishing it from the trust measures that do.

e Establish that an obligation, once settled, is no longer open to unilateral revision by
either party.

Composition
What conceptually constitutes it?
e Decay— applies to Representation Capital and Representation Fidelity.

e Persistence — applies to Standing and Identity, which do not decay through
inactivity alone.

e Settlement— applies to obligations, marking their transition from open to final.
Capabilities
What must it be capable of?

e Reducing a Participant's Representation Capital and Representation Fidelity as a
function of elapsed time without demonstrated conduct.

e Leaving Standing and ldentity unaffected by that same elapsed time.

e Marking an obligation as settled, after which its terms cannot be unilaterally altered
by either party.

Behaviors
How does it behave?

e A Participant that ceases activity does not lose Standing; it loses only the trust
measures that depended on continued demonstration, consistent with Chapter 4's
constraint that Standing does not guarantee survival — nor does it guarantee
decline. Standing is simply silent on inactivity; Decay is what fills that silence for
Representation Capital and Fidelity specifically.

e Asettled obligation may still be the subject of a dispute (Part V); Settlement
establishes finality of terms, not immunity from later adjudication if the obligation
was not honored as settled.

Relationships

How does itinteract with other concepts?
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Decay directly qualifies Representation Capital and Representation Fidelity (Part
IV); the exact rate and shape of decay is deferred there, consistent with those terms'
current registry status.

Settlement is a precondition for how obligations are treated in Part V; an obligation
cannot be disputed as breached without first being clear whether it was ever
settled.

Constraints

What boundaries govern it?

Standing shall never decay through inactivity alone; only Representation Capital
and Representation Fidelity are subject to Decay.

An obligation shall never be reopened by unilateral action after Settlement; any
change after that pointis itself a new obligation, not a revision of the old one.

Settlement shallinclude a bounded dispute window, not take effect
instantaneously; an obligation is provisionally settled at the moment its terms are
met, and becomes final only once that window elapses without a raised dispute.
The exact length of the window is deferred to Part V, where Adjudication is defined,
but the existence of awindow is locked here.

Open Questions

What remains genuinely unresolved?

The qualitative behavior of Decay is now resolved by Chapter 14: it applies
independently to Representation Capital and Representation Fidelity, each
decaying from a lapse in its own relevant activity rather than sharing one rate. What
remains genuinely open is only the exact numeric rate or curve — how fast, on what
schedule — which this document does not attempt to specify at the conceptual
layer.

Looking Ahead

The next chapter addresses the question this document's own review flagged directly: how
a Participant first enters the Economy, and — the harder, more often neglected half of the
same question — what happens when a Participant exits or fails while other Participants
still hold obligations with it.
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Chapter 9 — Entry, Exit, and Wind-Down

This chapter resolves the bootstrap gap identified against Chapter 4, and defines what
happens when a Participant fails while other Participants still hold obligations with it.

Definition
What s it?

Entry is the process by which a new entity is granted its first Standing within the Economy
of Trust. Exit is the voluntary relinquishment of Standing by a Participant that holds no
unresolved obligations. Wind-Down is the process by which a Participant's outstanding
obligations, capital, and Standing are resolved when it fails, is retired involuntarily, or
becomes unable to continue — including the case where other Participants still rely on it.

Semantics
What does it fundamentally mean?

Every self-referential system that requires a prior authority to grant admission faces an
instance-zero problem: the very first Participant cannot be verified by "any other
Participant,” because none yet exist. Volume 001 resolved the equivalent problem for
Identity with a named, single, non-repeatable Founding Act — never a standing, general-
purpose exemption. This chapter resolves the same problem for the Economy: the first
grant or grants of Standing are made through an Economic Founding Act, exercised once,
by VADR as steward, and permanently consumed upon exercise. Every subsequent
Participant is admitted through the ordinary Entry process defined below, verified by an
existing Participant or a steward-delegated verifier — not by VADR directly and repeatedly.
VADR's broader role as steward, defined more fully in Part VI, does not include a standing,
recurring authority to grant Standing outside this single founding exercise.

Purpose
Why does it exist?

This chapter exists to close the bootstrap gap identified in Chapter 4 — naming, explicitly,
the one exception to "Standing requires verification by an existing Participant," and
bounding that exception so it cannot become a permanent loophole — and to define what
has so far been the least examined half of this problem: what happens when a Participant
fails while it still owes something to someone else.

Objectives
What is it intended to accomplish?

e Name a single, non-repeatable Economic Founding Act sufficient to grant the
Economy's first Standing or Standings without requiring a prior verifying Participant.
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e Establish that every Participant admitted after that founding act goes through
ordinary Entry, verified by an existing Participant, consistent with Chapter 4.

e Establish that Exit is available only to a Participant with no unresolved obligations.

e Establish that Wind-Down accounts for the case Exit does not cover: a Participant
that fails, or is retired, while other Participants still hold obligations with it.

Composition
What conceptually constitutes it?
e The Economic Founding Act — single, historical, non-repeatable.

¢ Ordinary Entry — the standing process, available indefinitely, for every Participant
admitted after the founding act.

e Exit— voluntary, available only when obligation-free.

e Wind-Down —involuntary, or triggered while obligations remain outstanding.
Capabilities
What must it be capable of?

e Recognizing the Economic Founding Act as a single, auditable, historical event,
distinguishable from any later action even if performed by the same steward.

e Verifying a new Participant's Identity and eligibility through an existing Participant or
a steward-delegated verifier, under ordinary Entry.

e Confirming a Participant holds no unresolved obligations before granting Exit.

e Identifying and preserving a record of obligations left unresolved by a Participant
entering Wind-Down, even after that Participant's Standing is revoked.

Behaviors

How does it behave?

e The Economic Founding Act, once exercised, is permanently closed; VADR as
steward does not retain a standing ability to grant Standing outside the ordinary
Entry process afterward. This directly resolves the ambiguity flagged during this
document's own review: "VADR as steward" in Chapter 4 refers to steward-
delegated verification within ordinary Entry, not an ongoing founding power.

e AParticipantin Wind-Down does not simply disappear; its outstanding obligations
remain recorded and subject to whatever resolution process Part V's adjudication
chapter defines, even though the Participant itself no longer holds Standing to act.
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e Loss of Standing through Wind-Down is not equivalent to Exit; Wind-Down carries
an unresolved-obligation record forward, Exit does not, because Exit was never
granted while any existed.

Relationships

How does it interact with other concepts?

e This chapter directly resolves the bootstrap gap recorded against Chapter 4 in the
canonical registry; that entry should be marked resolved once this chapteris
adopted.

e Wind-Down's unresolved-obligation record is the direct input to Part V's dispute and
adjudication chapters; a Participant that fails mid-obligation is the paradigm case
adjudication must be able to handle, not an edge case.

e Ordinary Entry depends on Identity (Chapter 3) and its still-unresolved Sybil-
resistance mechanism; this chapter does not resolve that mechanism, only where
Entry sits procedurally relative to it.

e Who bears the practical loss when a Wind-Down leaves a genuinely unresolvable
obligation is answered directly by Chapter 22: for now, the counterparty who was
owed it. This chapter does not restate that answer, only points to it.

Constraints

What boundaries govern it?

e The Economic Founding Act shall never be exercised more than once; a second
instance is not a founding act — it is an undocumented, unauthorized grant of
Standing, and shall be treated as a violation of this chapter.

e VADR as steward shall never grant Standing directly outside the Economic Founding
Act; all subsequent grants occur through ordinary Entry, verified as this chapter
defines.

e Exit shall never be granted to a Participant with any unresolved obligation
outstanding.

e AParticipant's unresolved obligations shall never be erased by its entry into Wind-
Down; they persist as a record even after Standing is revoked.

e "No unresolved obligation," for Exit purposes, means a zero net Settlement
Currency balance owed to any other Participant and no open Economy-scope
Assignment or Responsibility, including any obligation still inside Chapter 8's
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dispute window. A Participant with an obligation still inside that window has not yet
met this bar, even if its terms have been fulfilled.

Looking Ahead

Having established how Participants persist, decay, enter, and exit, Part lll turns to value
and property directly — beginning with the Economy's Settlement Currency, and the
decision this document has made about what it actually is.
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PART Ill — VALUE AND PROPERTY
Chapter 10 — Settlement Currency — Why USDC

This chapter states the Settlement Currency decision plainly: USDC, an existing,
independently operated, openly traded stablecoin, adopted directly rather than designed
from scratch — and names what genuinely remains open even after that choice.

Definition
What s it?

Settlement Currency is the shared unit of value used within the Economy of Trust to
represent, transfer, and settle value between Participants. This document adopts USDC as
the Settlement Currency directly — an existing, independently operated, openly traded
stablecoin — rather than designing or issuing a VADR-native instrument.

Semantics
What does it fundamentally mean?

Settlement Currency is not the same instrument as Fid (Internal). Fid (Internal), as defined
in Volume 001, is a bounded, USD-denominated spending authority held by a single
Autonomous Company, checked before each costed action, and never held or transacted
by any party outside that Company. Volume 001 itself refers to this instrument simply as
“Fid” — that name is reserved for it exclusively; Settlement Currency is a distinct, second
instrument: a unit of value that can be earned by one Participant, held, and transferred to
another, independent Participant, across the boundary of any single Company.

Settlement Currency's value is discovered by USDC's own existing, broadly accessible
market — the same market already clearing real agent-to-agent commerce today, as the
Preface names directly. VADR does not set this rate, does not operate this market, and
does not need to build or vet any institutional participant pool to make Settlement
Currency usable; that infrastructure already exists, independent of VADR, which is the
entire reason adopting it was preferable to designing something new.

Purpose
Why does it exist?

This chapter exists to state directly what Settlement Currency is, and to state plainly the
one boundary that holds regardless of anything about USDC's own future: VADR is never
Settlement Currency's redemption counterparty.

Objectives

What is it intended to accomplish?
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e Serve as a unit of value that can be earned, held, and transferred between
independent Participants.

e Remaindistinct from, and not interchangeable with, Fid (Internal), except through
the bridge Chapter 11 defines.

e Neverrely on VADR as aredemption counterparty, per this chapter's central, locked
Constraint.

e Rely on USDC's own existing, independently operated market for value discovery
and liquidity, rather than a VADR-built or VADR-vetted mechanism.

Composition
What conceptually constitutes it?
Settlement Currency consists of:
e Abalance, held by a Participant, denominated in USDC.

e Arecord of how that balance was earned or transferred, preserved consistent with
the Economy's general accountability requirements.

e Accessto USDC's own existing market infrastructure — real-world exchanges, on-
and off-ramps, and liquidity providers that VADR neither built nor operates.

Capabilities

What must it be capable of?
e Beingearned by a Participant through demonstrated value creation, per Chapter 13.
e Beingtransferred between Participants in settlement of an obligation.

e Being held without expiration, subject to whatever Decay rules apply to the
Participant holding it, per Chapter 8.

e Being made available, by a Participant's accountable principal, to USDC's existing
market for conversion toward outside value, without VADR acting as an
intermediary in that conversion.

Behaviors
How does it behave?

e Settlement Currency's value is discovered through USDC's own existing, publicly
accessible market — not fixed by VADR, and not something VADR needs to build,
restrict, or vet access to.
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e VADR does not act as the counterparty that redeems Settlement Currency balances
for value outside the Economy; that role, to the extent it exists at all, belongs to
USDC's own issuer and market, not to VADR.

Relationships
How does it interact with other concepts?

e Settlement Currency is distinct from Fid (Internal) (Volume 001's “Fid”); their
relationship, including how value crosses between them, is addressed in Chapter
11.

e Settlement Currency is the unit Representation Capital and the eventual Capital
Market both operate on; neither is fully defined in this document.

e Settlement Currency is what an Autonomous Participant accumulates through the
value creation described in Chapter 13, and what an Envoy spends on its principal's
behalf within its delegated authority.

Constraints
What boundaries govern it?

e Settlement Currency shall never rely on VADR as a redemption counterparty. VADR
shall not hold reserves against, or make a standing promise to redeem, Settlement
Currency balances for value outside the Economy. This is not a hypothetical
precaution: in March 2023, USDC itself briefly traded below its dollar peg after a
portion of its reserves were caught in the failure of Silicon Valley Bank — concrete
evidence that even a well-regarded, independently operated issuer carries real
counterparty risk, and that VADR taking on the same role for its own Economy
would concentrate exactly that risk rather than avoid it.

e This document shall never require VADR to build, vet, or operate market
infrastructure for Settlement Currency; USDC's existing market serves that
function.

e Settlement Currency shall never be represented as risk-free; adopting an existing
stablecoin still carries real exposure — issuer risk, regulatory risk, and market-
discovered price movement that no single party, including VADR, controls or
guarantees.

Open Questions

What remains genuinely unresolved?
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Adopting USDC resolves the fork this chapter previously left open — closed-loop, VADR-
native token, or restricted market — in favor of the fourth option: an existing, independently
operated instrument. What remains genuinely open:

e Whether USDC specifically remains the right long-term choice, or whether a future
revision should adopt a different or additional settlement instrument — this
document does not treat USDC as permanently fixed, only as the current,
deliberate choice.

e Whether adopting USDC still carries meaningful securities exposure on its own
terms. This document is not a legal opinion and does not resolve that classification
guestion; it only states that VADR's own exposure is materially different — and, on
its face, lower — than the VADR-native-token alternative this chapter previously
considered.

Looking Ahead

The next chapter addresses the boundary this chapter's decision now makes tractable:
how value crosses between Fid (Internal), bounded to a single Autonomous Company, and
Settlement Currency, now a fixed, adopted instrument rather than an open design
question.
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Chapter 11 — The Boundary Between Fid (Internal) and Settlement
Currency

This chapter defines how value crosses between Fid (Internal) and Settlement Currency,
now that Chapter 10's USDC decision gives that crossing a real, existing mechanism to
work through — not one VADR has to build.

Definition
What s it?

This chapter defines the boundary condition between Fid (Internal) — Volume 001's “Fid,”
bounded to a single Autonomous Company — and Settlement Currency, the Economy-
wide unit defined in Chapter 10. The boundary is the point at which value expressed in one
is converted into, or made to affect, the other.

Semantics
What does it fundamentally mean?

These two instruments were designed for different problems and do not share an origin. Fid
(Internal) exists to bound what a single Autonomous Company may spend to execute a
task, checked before each action, and never transacted outside that Company. Settlement
Currency exists to let independent Participants transact with each other. A crossing
between them is necessary at two specific moments: an Autonomous Company
converting its own Fid (Internal) to acquire something priced in Settlement Currency, and
an Autonomous Participant's earned Settlement Currency needing to fund further internal
execution inside the Company that established it.

Given Chapter 10's decision to adopt USDC directly, both crossings route through USDC's
own existing market infrastructure — real-world exchanges and on- and off-ramps that
VADR neither built nor operates. A Company converting Fid (Internal) to Settlement
Currency does so by acquiring USDC through that existing infrastructure, at whatever rate
it provides; VADR does not set, fix, or mediate this rate. The reverse direction works the
same way in reverse.

Purpose
Why does it exist?

This chapter exists to define how value crosses between Fid (Internal) and Settlement
Currency consistent with Chapter 10's decision, while preserving the bounding guarantee
Fid (Internal) already provides on the Volume 001 side of that crossing.

Objectives

What is it intended to accomplish?
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e Allow an Autonomous Company to convert a portion of its Fid (Internal) into
Settlement Currency through USDC's own existing market infrastructure.

e Allow an Autonomous Participant's Settlement Currency earnings to fund further
Fid (Internal) spending within the Company that established it, through the same
infrastructure, in the reverse direction.

e Preserve the bounding guarantee Fid (Internal) already provides — a Company's
internal spending remains checked and capped before each action — regardless of
which direction a crossing occurs.

Composition
What conceptually constitutes it?
A crossing between Fid (Internal) and Settlement Currency consists of:

e Aconversion request, originating from the Autonomous Company (for Internal-to-
Settlement-Currency) or the Autonomous Participant's accountable Company (for
the reverse direction).

e Execution through USDC's own existing market infrastructure, at whatever rate it
provides — never a rate VADR fixes directly.

e Apoint of attribution — the Delegated Authority under which the conversion was
authorized.

e Arecord of the crossing, consistent with the general accountability requirements
already established across both documents.

Capabilities
What must it be capable of?

e Converting a bounded amount of Fid (Internal) into Settlement Currency,
consuming the converted amount from the Company's existing Fid (Internal)
allocation the same way any other costed action would.

e Converting Settlement Currency earned by an Autonomous Participant into Fid
(Internal) available to the Company that established it, subject to that Company's
own Delegated Authority.

e Recording every crossing as an Audit Trail-consistent event on both sides of the
boundary.

Behaviors

How does it behave?
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e Acrossing from Fid (Internal) to Settlement Currency is itself a costed action
againstthe Company's Fid (Internal) allocation, checked before it occurs — it does
not bypass Fid (Internal)'s existing check-before-spending guarantee.

e Acrossing from Settlement Currency to Fid (Internal) increases the receiving
Company's available Fid (Internal) allocation by the converted amount, at USDC's
market rate at the time of conversion; it does not retroactively alter any already-
completed action.

e Neither direction of crossing is instantaneous or guaranteed at a fixed rate; both are
subject to USDC's own existing liquidity and price discovery at the time of the
request.

Relationships

How does it interact with other concepts?

e This chapter resolves the dependency that Chapter 1, Chapter 6, and Chapter 7
previously deferred to it; each of those chapters' prior Open Questions on this point
should be read as resolved by this chapter.

e This chapter's mechanism now depends on USDC's own existing infrastructure
rather than a market VADR would have had to build; it is downstream of Chapter
10's decision, not of any VADR-operated design.

Constraints

What boundaries govern it?

e Acrossing shall never allow a Company to spend Fid (Internal) it does not hold,
whether converted from Settlement Currency or not; Fid (Internal)'s existing bound
is never exceeded by a conversion.

e Acrossing shall never occur at a rate VADR fixes directly; the rate is always USDC's
own market rate, consistent with Chapter 10.

e Acrossing shall never bypass the check-before-spending guarantee already
established for Fid (Internal) in Volume 001.

Open Questions

What remains genuinely unresolved?

e Whois authorized, and under what specific Delegated Authority, to initiate a
crossing on a Company's behalf — this document establishes that a point of
attribution must exist, per Composition, but does not yet specify it.
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e Whether limits should exist on how much of a Company's Fid (Internal) may be
converted at once, to prevent a single conversion from exhausting a Company's
operating budget — not yet addressed.

e This chapter's mechanism depends on USDC remaining the Settlement Currency; if
that choice is ever revised, this chapter needs revisiting in the same pass —a
narrower residual risk than before, since it no longer depends on a VADR-operated
market design that could change independently.

Looking Ahead

The next chapter turns to a question this one deliberately avoided: what it means for a
Participant to own something within the Economy at all, and how that traces back to the
accountable human or organization at its root.

Chapter 12 — Property and Ownership

This chapter makes explicit what several earlier chapters already implied without stating
directly: that ownership within this Economy is never a Participant's own, freestanding
claim, but a specific, traceable relationship back to a human or human-governed principal.

Definition
Whatis it?

Property, within the Economy of Trust, is anything a Participant may hold exclusively and
dispose of — including a Settlement Currency balance, and any other asset the Economy
later recognizes. Ownership is the relationship between a Participant and its Property,
always ultimately traceable to an accountable human individual or human-governed
organization.

Semantics
What does it fundamentally mean?

A Participant's ownership of Property is never independent ownership in the sense a fully
autonomous legal person would hold it. Every Participant's Standing already traces to an
accountable human or organization at its root, per Chapter 4; ownership of Property is the
same relationship applied to what that Participant holds, not a separate or looser one. An
Autonomous Participant "owning" a Settlement Currency balance means, precisely, that
the balance is held on behalf of, and ultimately disposable only consistent with the
interests of, its accountable human or organization — the same structure Envoy already
demonstrates for an individual, and Chapter 7 already establishes for an organization.

Purpose

Why does it exist?
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This chapter exists to make explicit what several earlier chapters already implied without
stating directly: that "ownership" within this Economy is never a Participant's own,
freestanding claim, but a specific, traceable relationship back to a human or human-
governed principal.

Objectives
What is it intended to accomplish?

e Establish what a Participant may hold, including but not limited to a Settlement
Currency balance.

e Trace every instance of ownership to an accountable human individual or human-
governed organization, consistent with Chapter 4.

e Distinguish a Participant's operational control over Property from final disposal
authority, which remains with the accountable principal.

Composition
What conceptually constitutes it?
Ownership, as applied to a Participant's Property, consists of:

e The Property itself — for now, principally a Settlement Currency balance; the
Economy may recognize other forms later.

e The accountable principal — the human individual (for Envoy) or human-governed
organization (for Autonomous Participant) ownership ultimately traces to.

e The scope of operational control the Participant holds over the Property, bounded
by its delegated authority.

Capabilities
What must it be capable of?
e Holding a Settlement Currency balance on behalf of its accountable principal.

e Disposing of that balance only within the Participant's own delegated authority,
consistent with Envoy's and Autonomous Participant's existing constraints.

e Beingtraced, at any time, to the accountable human or organization at its root.
Behaviors

How does it behave?
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A Participant's Settlement Currency balance does not become the Participant's
own, independent asset in any sense that excludes its accountable principal; it
remains, structurally, the same kind of relationship Envoy already holds toward its
principal's interests generally.

If a Participant's Standing is revoked or it enters Wind-Down per Chapter 9, its held
Property does not disappear; it remains attributable to, and ultimately recoverable
by, its accountable principal, consistent with Wind-Down's requirement that
obligations and holdings are not erased.

Relationships

How does it interact with other concepts?

Ownership depends directly on Standing (Chapter 4) and inherits its human-
accountability requirement without modification.

Ownership is the concept that makes concrete what "earning Settlement Currency"”
in Chapter 13 actually results in for a Participant's accountable principal.

Ownership connects directly to Chapter 9's Wind-Down: unresolved obligations
and remaining Property both persist through Wind-Down, for the same underlying
reason.

Constraints

What boundaries govern it?

Property and Ownership shall never permit a Participant to hold Property with no
accountable human or human-governed principal at its root.

Property and Ownership shall never treat a Participant's operational control over
Property as equivalent to its accountable principal's final disposal authority.

Property and Ownership shall never erase a Participant's held Property upon Wind-
Down; it persists as a recoverable record, consistent with Chapter 9.

Property is not limited to a Settlement Currency balance; other forms — for
instance a reputation-adjacent asset, or a claim against another Participant — may
be recognized later, and inherit this chapter's structure (traceable ownership, no
independent Participant claim) automatically. A new form of Property does not
require this chapter to be rewritten, only the canonical registry to be updated to
reflect it exists.

Looking Ahead
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The final chapter of Part lll turns from what a Participant may hold to how it comes to hold
itin the first place — what counts as value creation and labor within the Economy, and how
that differs from simply completing a transaction.
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Chapter 13 — Value Creation and Labor

This chapter establishes what counts as value creation sufficient to earn Settlement
Currency, without prescribing the specific services, prices, or business models any given
Participant chooses.

Definition
What s it?

Value Creation, within the Economy of Trust, is the production of a Deliverable, service, or
outcome by a Participant that another Participant recognizes as worth compensating in
Settlement Currency. Labor is the general term for the effort a Participant expends to
create that value, whether performed by an Autonomous Participant's own execution or,
where applicable, contributed through a human's direct involvement.

Semantics
What does it fundamentally mean?

Value Creation is distinct from a transaction itself. A transaction is the exchange of
Settlement Currency for something; Value Creation is what makes that exchange worth
entering into in the first place, from the paying Participant's perspective. This distinction
matters because it is what the constitutional layer, as defined in Chapter 1, requires
beyond what a bare market transaction needs: a market only needs a transaction to occur;
the constitution beneath it additionally needs some account of why the transaction
reflects real value delivered, not merely two parties agreeing to exchange units for reasons
this document does not need to understand or verify.

Purpose
Why does it exist?

This chapter exists to establish, at the conceptual level, what counts as value creation
sufficient to earn Settlement Currency, without prescribing the specific services, prices, or
business models any given Participant chooses — consistent with Chapter 4's Constraint
that this document does not define or mandate competitive strategy.

Objectives
What is it intended to accomplish?

e Berecognized as having occurred when a paying Participant voluntarily
compensates another Participant in Settlement Currency for a Deliverable, service,
or outcome.
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e Remain agnostic to the specific form that value takes; this document does not
enumerate or restrict what kinds of services or outputs may be compensated.

e Be distinguishable, for the purposes of Representation Capital (Part IV), from mere
transaction volume — how much was paid is not the same measure as how reliably
value was actually delivered.

Composition

What conceptually constitutes it?

An instance of Value Creation consists of:
e A producing Participant.

e Apaying Participant, who voluntarily determines the value received was worth the
Settlement Currency paid.

e ADeliverable, service, or outcome that changed hands or was performed.
e The Settlement Currency transferred in compensation.

Capabilities

What must it be capable of?

e Occurring between any two Participants holding Standing, regardless of their
respective Representation Capital, consistent with Chapter 4's and Chapter 7's
constraints against denying participation to unproven Participants.

e Contributing to the producing Participant's Representation Capital, per Part IV, as a
pattern of reliable value creation accumulates over time.

e Occurring without the Economy itself judging whether the price paid was fair — only
that it was voluntary.

Behaviors
How does it behave?

e Asingle instance of Value Creation does not itself establish trust; trust accrues, per
Chapter 8 and Part IV, from a pattern of value creation sustained over time, not from
any one transaction.

e Value Creation says nothing about how a producing Participant chooses to price,
market, or compete for engagements; that remains outside this document's scope,
consistent with Chapter 7.

Relationships
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How does it interact with other concepts?

e Value Creation is the mechanism that generates the Settlement Currency an
Autonomous Participant or Envoy comes to own, per Chapter 12.

e Value Creation is the raw material Representation Capital and Representation
Fidelity, defined in Part IV, synthesize into a trust measure over time.

e Value Creation is what a new Autonomous Participant, per Chapter 7, must begin
performing — often at more favorable terms — to accumulate the trust an
established Participant already holds.

Constraints
What boundaries govern it?

e Value Creation shall never be presumed to have occurred merely because a
transaction occurred; the paying Participant's voluntary recognition of value is the
operative fact, not the transfer of Settlement Currency alone.

e Value Creation shall never be restricted to a predefined category of services; this
document does not enumerate what may or may not constitute value within the
Economy.

e Value Creation shall never itself confer trust; only a sustained pattern of it does, per
Part IV.

e Atransaction between a Participant and its own accountable principal, or between
two Participants sharing the same accountable principal, shall never count as
Value Creation for purposes of Representation Capital; self-dealing of this kind is
excluded by default, whether or not it was intended to manufacture the appearance
of trust.

Looking Ahead

Part Il has established Settlement Currency as USDC, the boundary that now connects it
to Fid (Internal), how ownership traces to accountable principals, and what counts as
value creation. Part IV turns to the concept these chapters have referenced throughout but
never defined: Representation Capital and Representation Fidelity — how trust is actually
earned, measured, and lost.
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PART IV—TRUST AS INFRASTRUCTURE
Chapter 14 — Representation Capital and Representation Fidelity

This chapter defines the two-axis trust measurement this document has referenced since
Chapter 1, and gives Chapter 8's Decay concept the substance it was waiting on.

Definition
Whatis it?

Representation Capital is a Participant's measure of demonstrated reliability, accrued
through a sustained pattern of Value Creation and honored obligations over time.
Representation Fidelity is a distinct measure, specific to a Participant's depth of
understanding of one particular principal or counterparty, accrued through sustained
interaction with that specific relationship. Both begin at zero for a newly established
Participant and are governed independently of Standing.

Semantics
What does it fundamentally mean?

These are deliberately two different things, not two names for one score. Representation
Capital answers how reliable this Participantis in general, across everyone it has dealt
with. Representation Fidelity answers how well this Participant understands one specific
principal or counterparty, and does not generalize to how it would perform for a different
one. An Envoy that has served one individual for years may hold high Representation
Fidelity for that individual and effectively none for anyone else, even while holding solid
Representation Capital earned across its general conduct. Conflating the two would hide
exactly the distinction that matters to a prospective counterparty: is this Participant
reliable in general, and does it actually know me specifically.

Purpose
Why does it exist?

This chapter exists to establish the two-axis trust measurement this document has
referenced without defining since Chapter 1, and to give Chapter 8's Decay concept
concrete substance rather than a placeholder.

Objectives
What is it intended to accomplish?

e Measure Representation Capital as a function of sustained Value Creation and
honored obligations, never a single transaction, consistent with Chapter 13.
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e Measure Representation Fidelity as specific to one principal or counterparty
relationship, never general.

e Begin both at zero for a newly established Participant, independent of Standing
(Chapter 4).

e Exclude self-dealing transactions from contributing to either measure, consistent
with Chapter 13.

e Never transfer either measure with a data export, consistent with Chapter 6.
Composition
What conceptually constitutes it?

e Representation Capital — a running measure derived from a Participant's history of
Value Creation (Chapter 13) and honored obligations (Chapters 8-9), weighted
toward sustained pattern over any single instance, and subject to Decay absent
continued demonstration.

e Representation Fidelity — a running measure derived from the depth and duration
of a Participant's interaction with one specific principal or counterparty, tracked
separately per relationship, and independently subject to Decay.

e Both exclude self-dealing transactions, per Chapter 13's Constraint.
Capabilities
What must it be capable of?

e Being computed from a Participant's Value Creation and obligation history.

e Decaying under Chapter 8's Decay rule when the underlying activity that sustains it
lapses.

e Being queried by another Participant considering whether to transact, consistent
with the Economy's need for verifiability established in Chapter 1.

e Never being established by a single, isolated instance of Value Creation.
Behaviors
How does it behave?

e A Participant with strong Representation Capital but no Representation Fidelity with
a specific counterparty is not automatically trusted by that counterparty at the
same level; the two measures answer different questions and a counterparty may
reasonably weight them differently.
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Decay (Chapter 8) applies independently to each: Representation Capital decays
from a lapse in general activity; a specific Representation Fidelity decays from a
lapse in interaction with that one relationship, even while the Participant remains
active elsewhere.

Neither measure is portable beyond what Chapter 6 already establishes for Envoy:
neither transfers with a change of accountable principal, a data export, or, per
Chapter 7, a change in an Autonomous Participant's origin.

Relationships

How does it interact with other concepts?

This chapter is what Chapter 8's Decay concept was deferred to; Chapter 8's Open
Questions are updated by this chapter — see the note recorded there.

This chapter is the raw material Chapter 17 (Why Capital Seeks Proven Participants)
depends on directly.

This chapter is the specific mechanism Ascent, defined in Volume 001, is expected
to have proven first at smaller scale; this document does not redefine Ascent, only
inherits its precedent.

Representation Capital and Representation Fidelity are what Trusted
Representation (Chapter 5) makes measurable: Capital reflects a sustained pattern
of exercising delegated authority in a Principal's actual interest, not merely within
its bounds; Fidelity reflects how well a Participant has come to understand one
specific Principal's interest well enough to serve it. Neither measure would mean
anything without the Duty of Loyalty standard that chapter establishes.

Constraints

What boundaries govern it?

Representation Capital and Representation Fidelity shall never be computed from a
single instance of Value Creation; both require a sustained pattern.

Representation Fidelity shall never generalize automatically to a Participant's
conduct with a different principal or counterparty than the one it was accrued with.

Neither measure shall ever transfer with a data export, consistent with Chapter6's
Constraint for Envoy, generalized here to every Participant type.

Self-dealing transactions, as excluded in Chapter 13, shall never contribute to
either measure.

Open Questions
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What remains genuinely unresolved?
e The exact formula or weighting by which sustained conduct becomes a

Representation Capital or Fidelity score is not specified here; this document
establishes the inputs and constraints, not the calculation.

e Whether Representation Fidelity should decay faster, slower, or at the same rate as
Representation Capital is not resolved; this document establishes only that both
are subject to Decay independently.

Looking Ahead

The next chapter turns to what happens to these measures over a Participant's life within
the Economy — how they are earned, how they are lost beyond ordinary Decay, and why
this document deliberately does not permit them to be transferred.
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Chapter 15 — Earning and Losing Trust

This chapter distinguishes ordinary Decay from a confirmed-breach-driven loss of trust,
and states directly why this document treats trust as non-transferable everywhere it
appears.

Definition
What s it?

Earning trust is the accumulation of Representation Capital or Representation Fidelity
through sustained, honored conduct, per Chapter 14. Losing trust encompasses both
ordinary Decay (Chapter 8) and a distinct, faster mechanism: a material breach of an
obligation, confirmed through Adjudication (Part V), which reduces Representation Capital
or Fidelity beyond what mere inactivity would.

Semantics
What does it fundamentally mean?

This document deliberately does not define a mechanism for transferring trust between
Participants, despite that sounding like a natural third category alongside earning and
losing. Trust, as defined in Chapter 14, is a measure of one specific Participant's own
demonstrated conduct; transferring it to another Participant would sever that measure
from the conduct it represents, making it meaningless as a signal. This is the same
reasoning that already governs Chapter 6's data-export Constraint and Chapter 7's origin-
marker Constraint, stated here as a single general principle: trust is never transferable,
only re-earned.

Purpose
Why does it exist?

This chapter exists to distinguish ordinary Decay from an actual breach-driven loss of trust,
and to state directly, as a general principle, why this document treats trust as non-
transferable everywhere it appears.

Objectives
What is it intended to accomplish?

e Increase Representation Capital or Fidelity only through sustained, honored
conduct, per Chapter 14.

e Decrease Representation Capital or Fidelity through ordinary Decay (Chapter 8)
absent continued conduct.
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e Decrease Representation Capital or Fidelity, at a rate beyond ordinary Decay, upon
a confirmed material breach of an obligation.

e Never permit trust to move from one Participant to another by any mechanism.
Composition
What conceptually constitutes it?

e Earning — governed entirely by Chapter 14's Composition.

e Ordinary loss — governed by Chapter 8's Decay.

e Breach-driven loss — a distinct, confirmed-breach-triggered reduction, requiring
Adjudication (Part V) to confirm the breach occurred before the reduction is
applied.

Capabilities
What must it be capable of?

e Applying a breach-driven reduction to Representation Capital or Fidelity only after
Adjudication (Part V) confirms a material breach occurred — never before, and
never as a unilateral claim by the counterparty alone.

e Distinguishing, in the historical record, a Decay-driven reduction from a breach-
driven one, since they carry different implications for a future counterparty
evaluating the Participant.

Behaviors

How does it behave?

e Aconfirmed breach reduces trust by more than ordinary Decay would for the same
elapsed time, since a breach signals something ordinary inactivity does not.

e AParticipant that recovers from a breach-driven reduction does so the same way it
earned trust originally: through sustained, honored conduct going forward. There is
no separate repair mechanism distinct from ordinary earning.

e Trustis never moved from one Participant's record to another's, whether by sale,
gift, merger, or any other mechanism; a Participant that ceases to exist does not
pass its trust to a successor, the same way Chapter 4 already establishes it does
not pass its Standing.

Relationships

How does it interact with other concepts?
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Breach-driven loss depends on Part V's Adjudication existing to confirm a breach
occurred; until then, this Constraint is stated but not yet operable.

This chapter's non-transferability principle generalizes Chapter 6's Envoy-specific
Constraint and Chapter 7's origin-marker Constraint into a single stated rule
covering every Participant type.

This chapter's breach-driven mechanism, as currently defined, captures a breach of
Obligation (Chapter 18) — it does not yet address whether a confirmed Duty of
Loyalty violation (Chapter 5), distinct from an Obligation breach, independently
triggers the same reduction. Chapter 5 itself names this exact gap: a Representative
can remain fully compliant with its Obligations and Delegated Authority while still
being disloyal.

Constraints

What boundaries govern it?

Trust shall never be transferred between Participants by any mechanism, including
sale, gift, merger, or succession.

A breach-driven reduction shall never be applied without Adjudication (Part V)
confirming the breach occurred.

A Participant recovering from a breach-driven reduction shall never be granted an
accelerated or separate repair mechanism; only ordinary earning applies.

Open Questions

What remains genuinely unresolved?

The specific magnitude of a breach-driven reduction, relative to ordinary Decay, is
not defined here and depends on Part V's Adjudication design.

Whether a confirmed Duty of Loyalty violation (Chapter 5) — as distinct from a
breach of Obligation — independently triggers the breach-driven reduction this
chapter defines, or requires its own separate mechanism, is not resolved here.

Looking Ahead

The next chapter addresses a tension this one did not: verifying a Participant's trust
requires some visibility into its history, but full transparency of that history is itself a real
cost to the Participant being evaluated.
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Chapter 16 — Privacy Versus Verifiability

This chapter states, without resolving, the tension between a counterparty's need to verify
trust and a Participant's legitimate interest in not exposing its complete history to do so.

Definition
What s it?

This chapter defines the tension between two requirements this document has assumed
throughout without reconciling: a prospective counterparty's need to verify a Participant's
Representation Capital and Fidelity before transacting, and that Participant's legitimate
interest in not exposing its complete transaction history to every counterparty or
competitor that asks.

Semantics
What does it fundamentally mean?

Full transparency would make verification trivial but would also expose a Participant's
complete client list, pricing, and conduct history to anyone, including competitors — a real
cost, not a hypothetical one, given Chapter 7 already establishes that new Participants
compete on terms and Chapter 13 establishes that value creation is voluntary and
unregulated in its specifics. Full privacy would protect that competitive position but would
make Representation Capital and Fidelity unverifiable, undermining Chapter 1's entire
premise: a constitutional layer that requires standing and measurable trust beneath
VADR's Market, not a bare market where any two willing parties simply transact with no
accountability underneath. This document does not resolve this tension by picking a side,
because itis a genuinely hard problem, not a drafting gap.

Purpose
Why does it exist?

This chapter exists to state this tension explicitly, name the shape of the space a resolution
would need to occupy, and prevent Part IV from silently assuming full transparency or full
privacy by default.

Objectives
What is it intended to accomplish?

e Allow a prospective counterparty to verify a Participant's Representation Capital
and Fidelity to a degree sufficient to transact with reasonable confidence.

e Protect a Participant's specific transaction history, pricing, and counterparties from
full public exposure.
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e Avoid resolving this tension by silent default in either direction.
Composition
What conceptually constitutes it?
A resolution to this tension, whenever it is designed, will likely need to distinguish between:

e A summary signal — a Representation Capital or Fidelity score, verifiable without
exposing the underlying transaction history that produced it.

e The underlying history itself — potentially visible to Adjudication (Part V) when a
dispute requires it, but not to an ordinary prospective counterparty by default.

Capabilities
What must it be capable of?

Not yet defined at the mechanism level. This chapter states the shape of the problem,
consistent with how Chapter 3 treated Sybil resistance before Chapter 9 gaveita
provisional mechanism.

Behaviors

How does it behave?

Not yet defined, for the same reason.
Relationships

How does it interact with other concepts?

e This chapter directly qualifies how Chapter 14's Representation Capital and Fidelity
are actually queried in practice; Chapter 14 already establishes that they may be
queried by a prospective counterparty, and this chapter governs how much of the
underlying history that query is allowed to expose.

e This chapter's eventual resolution will materially affect Part V's Adjudication design,
since Adjudication likely needs deeper access to a Participant's history than an
ordinary prospective counterparty does.

Constraints
What boundaries govern it?

e Verification of Representation Capital or Fidelity shall never require full disclosure
of a Participant's complete transaction history to an ordinary prospective
counterparty by default.
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e A Participant's Representation Capital and Fidelity shall never be rendered fully
unverifiable in the name of privacy; some summary signal must remain queryable,
consistent with Chapter 14's existing Capability.

Open Questions
What remains genuinely unresolved?

e What form the summary signal takes, and how it is computed without exposing the
underlying history, is not defined here.

e Who, beyond the Participant itself and Adjudication (Part V), may access the
underlying history, and under what circumstances, is not defined here.

e Whether this tension is fully solvable at the conceptual level, oris inherently a
technical and operational problem this document can only bound, is itself
unresolved — the same honest limit already acknowledged for Sybil resistance in
Chapter 3.

Looking Ahead

The final chapter of Part IV turns from how trust is measured and protected to why it
matters economically: why capital is expected to seek Participants that have
demonstrated it, and what that implies for the Autonomous Participants Capital Market
this document does not itself design.
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Chapter 17 — Why Capital Seeks Proven Participants

This chapter states the economic rationale connecting Representation Capital to the
Autonomous Participants Capital Market named in the Pipeline, without designing that
Market here.

Definition
What s it?

This chapter states the economic rationale connecting Representation Capital and
Fidelity, as defined in this Part, to the need named in the Pipeline for a separate
Conceptual System — the Autonomous Participants Capital Market — without designing
that system here.

Semantics
What does it fundamentally mean?

A Participant's Representation Capital, once demonstrated, is a signal that capital
allocators — whether other Participants, Envoys acting on behalf of principals with capital
to deploy, or eventually external investors — can reasonably act on without independently
verifying every detail of that Participant's history themselves. This is the same function a
credit rating or a track record serves in the existing economy: not certainty, but a costly-to-
fake signal that reduces the due diligence burden on someone deciding whether to extend
capital. Without Representation Capital as defined in this Part, a Capital Market has
nothing to allocate toward except unverified claims — a marketplace problem, not an
economy problem, per Chapter 1.

Purpose
Why does it exist?

This chapter exists to state directly why the Capital Market named in the Pipeline needs
this Part's trust measures as its precondition, without resolving how that Market itself
works, consistent with keeping Capital Market as its own separate Conceptual System.

Objectives
What is it intended to accomplish?

e Establish Representation Capital as the signal a future Capital Market would
allocate against.

e Establish that a new Participant, with no Representation Capital, is not thereby
excluded from ever attracting capital — only that it must first demonstrate the
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conduct Chapter 14 requires, the same way it must first compete on terms per
Chapter 7.

Avoid designing the Capital Market's actual mechanism here; that remains a
separate Conceptual System.

Composition

What conceptually constitutes it?

The economic relationship this chapter states consists of:

Representation Capital (Chapter 14), as the signal.

A capital allocator — another Participant, an Envoy acting for a principal, or an
external source not yet defined — as the party acting on that signal.

The eventual Capital Market, not defined in this document, as the mechanism
through which that allocation would actually occur.

Capabilities

What must it be capable of?

Not yet defined at the mechanism level; this chapter establishes the economic
relationship, not the Capital Market's design.

Behaviors

How does it behave?

A Participant's Representation Capital, once demonstrated, does not by itself
guarantee it receives capital; it only makes it a rational candidate for a capital
allocator to consider, consistent with Chapter 4's Constraint that Standing and trust
measures never guarantee success.

A new Participant with no Representation Capital is not excluded from ever
attracting capital; it is excluded only from attracting it before it has demonstrated
the conduct this Part requires — the same competitive reality Chapter 7 already
establishes for ordinary engagement.

Relationships

How does itinteract with other concepts?

This chapter is the direct conceptual link between this document and the
Autonomous Participants Capital Market named in the Pipeline; that Market's own
design is out of scope here.
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e This chapter depends on Chapter 14's Representation Capital and, indirectly, on
Chapter 16's still-open privacy/verifiability tension — a capital allocator's ability to
act on this signalis only as good as their actual ability to verify it.

Constraints
What boundaries govern it?

e This document shall never design the Autonomous Participants Capital Market's
actual allocation mechanism; that remains a separate Conceptual System.

e Representation Capital shall never be treated as a guarantee of future capital
access; itis a signal a capital allocator may reasonably act on, not an entitlement.

Open Questions
What remains genuinely unresolved?

e Whether the Capital Market draws only from Representation Capital as defined
here, or requires additional signals not yet named — deferred entirely to that
Market's own design.

Looking Ahead

Part IV has established how trust is measured, earned, lost, and made available to observe
— and named, without resolving, both the privacy tension that governs its visibility and the
economic relationship that will eventually connect it to a Capital Market. Part V turns to
what happens when trust, once measured, is contested: agreements, obligation, and the
adjudication process this document has deferred to since Chapter 3.
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PART V— LAW AND ORDER
Chapter 18 — Agreements and Obligation

This chapter defines Agreement and Obligation as first-class concepts, retroactively
grounding a term this document has used as load-bearing since Chapter 1 without ever
formally defining.

Definition
What s it?

An Agreement is a mutual commitment between two or more Participants, entered
voluntarily, specifying what each party will provide, and denominated in terms the
Economy can recognize — most commonly Settlement Currency, a Deliverable, or a
service. An Obligation is the binding portion of an Agreement not yet fulfilled: what a
Participant still owes, to a specific counterparty, as of a given moment.

Semantics
What does it fundamentally mean?

This document has used "obligation" as a load-bearing term since Chapter 1 — one of the
five things that constitute this Economy's constitutional layer — without ever defining what
one actually is. This chapter closes that gap retroactively. An Obligation is not the same as
a transaction; Chapter 13 already distinguishes Value Creation from a transaction, and the
same distinction applies here. An Obligation is what exists in the gap between an
Agreement being made and it being fulfilled. A single instantaneous exchange creates and
discharges an Obligation in the same moment. A longer engagement — payment now,
delivery over the following month — creates an Obligation that persists, which is exactly
what Chapter 8's Settlement and dispute window, and Chapter 9's Exit requirement of "no
unresolved obligation," have presupposed all along.

Purpose
Why does it exist?

This chapter exists to define Agreement and Obligation as first-class concepts,
retroactively grounding every chapter since Chapter 1 that has used "obligation" without
defining it.

Objectives
What is it intended to accomplish?

e Establish what constitutes an Agreement between Participants.
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e Establish that an Obligation is the unfulfilled portion of an Agreement, tied to a
specific counterparty.

e Establish when an Obligation is discharged versus breached, per Chapter 15.

e Provide the concept Chapter 8's Settlement, Chapter 9's Exit, and Chapter 15's
breach-driven loss have all already depended on.

Composition
What conceptually constitutes it?

e An Agreement consists of: the Participants party to it, what each commits to
provide, the Settlement Currency, Deliverable, or service it is denominated in, and
the point at which it was entered.

e An Obligation is the specific, still-outstanding portion of an Agreement owed by one
Participant to another, as of a given moment.

Capabilities
What must it be capable of?

e Beingformed the moment two or more Participants voluntarily commit, consistent
with Value Creation's voluntary-recognition requirement (Chapter 13).

e Beingtracked as outstanding until discharged or confirmed breached.

e Being counted precisely for Chapter 9's Exit requirement of zero net obligation.
Behaviors
How does it behave?

e An Obligation discharged through Settlement (Chapter 8) is not reopened absent a
dispute raised within the dispute window.

e An Obligation neither discharged nor disputed simply remains outstanding; this
document does not impose an automatic deadline beyond what the parties' own
Agreement specifies.

e Aself-dealing Agreement (Chapter 13) may still form a real Obligation for settlement
purposes; itis excluded only from contributing to Representation Capital, not
treated as void.

Relationships

How does itinteract with other concepts?
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e Chapter 8's Settlement operates on Obligations as defined here.

e Chapter 9's Exit requirement of "no unresolved obligation" is precisely what this
chapter formalizes.

e Chapter 15's breach-driven trust loss requires a confirmed breach of an Obligation
as defined here.

e The next chapter addresses what happens when the parties disagree about whether
an Obligation was actually discharged.

Constraints
What boundaries govern it?

e An Obligation shall never be created without a voluntary Agreement between the
Participants involved.

e An Obligation shall never be unilaterally modified by one party; a change requires a
new Agreement, consistent with Chapter 8's Constraint against unilateral revision
after Settlement.

Open Questions
What remains genuinely unresolved?

e Whether an Agreement requires any minimum formality — a recorded acceptance,
versus one inferred from conduct — is not specified here.

Looking Ahead

The next chapter addresses a specific tool available within this Agreement and Obligation
structure: how two Participants can transact despite one having no Representation Capital
yet to offer as assurance.
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Chapter 19 — Escrow

This chapter defines a conditional, third-party-held alternative to direct bilateral discharge
— the concrete mechanism this document has been gesturing toward since Chapter 7
named the problem of transacting with an unproven Participant.

Definition
What s it?

Escrow is a conditional holding of Settlement Currency, held by a designated Escrow Agent
rather than either party to an Agreement, released only upon a specified condition being
met or a specified process resolving that it was not.

Semantics
What does it fundamentally mean?

Chapter 18 defined Obligation as the unfulfilled portion of a bilateral Agreement,
discharged directly between the two Participants involved. That model presumes each
party is willing to extend the other some degree of trust before the exchange completes —
pay first, or deliver first, or trust that Settlement will occur as agreed. Chapter 7 already
named the real problem this creates: a hewly established Autonomous Participant with no
Representation Capital has nothing yet to offer a wary counterparty besides its word.
Escrow is the mechanism that lets two Participants transact despite that gap, without
either one bearing the full risk of going first.

Purpose
Why does it exist?

This chapter exists to define a conditional, third-party-held alternative to direct bilateral
discharge, specifically to make transacting with an unproven Participant practical rather
than something only Representation Capital can unlock.

Objectives
What s itintended to accomplish?

e Define Escrow as a holding of Settlement Currency by a designated Escrow Agent,
distinct from either party to the underlying Agreement.

e Establish the conditions under which escrowed Settlement Currency is released to
the receiving party, or returned to the paying party.

e Avoid making Escrow mandatory for any Agreement; it remains a tool Participants
may choose, not a requirement imposed on Value Creation generally.
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Composition
What conceptually constitutes it?

e An Escrow Agreement — the underlying Agreement (Chapter 18) plus a specified
release condition and a desighated Escrow Agent.

e An Escrow Agent — a Participant, potentially though not necessarily a specialized
Autonomous Participant offering Escrow Agent services as its own form of Value
Creation (Chapter 13), holding the escrowed Settlement Currency and bound to
release it only per the specified condition.

e Escrowed Settlement Currency — a Settlement Currency balance held by the
Escrow Agent, not by either party to the underlying Agreement, for the duration of
the Escrow.

Capabilities
What must it be capable of?

e Holding Settlement Currency on behalf of two Participants pending a specified
condition.

o Releasing escrowed Settlement Currency to the receiving party upon confirmation
the condition was met.

e Returning escrowed Settlement Currency to the paying party if the condition is
confirmed not met, or if the underlying Agreement is otherwise terminated per its
own terms.

e Referring an unresolved disagreement about whether the condition was met to
Adjudication (Chapter 20), the same as any other Dispute.

Behaviors

How does it behave?

e An Escrow Agent does not itself judge whether the underlying Value Creation was
satisfactory in a business sense; it releases or returns Settlement Currency strictly
according to the specified condition, which may itself reference an external
confirmation rather than the Agent's own subjective judgment.

e Escrowed Settlement Currency is not available to either party to spend, transfer, or
otherwise use while held; it exists outside both parties' ordinary Settlement
Currency balances for the duration of the Escrow.
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e An Escrow Agent that fails to release or return Settlement Currency per the
specified condition is itself in breach of its own Obligation to both parties, and is
subject to Chapter 20's Dispute and Adjudication process the same as any
Participant.

Relationships
How does it interact with other concepts?

e Escrowis a specific instance of the Agreement and Obligation structure Chapter 18
defines, not a replacement for it.

e Escrow is the concrete mechanism this document has been implicitly gesturing
toward since Chapter 7, when a new Participant's lack of Representation Capital
was first named as a real, unsolved problem for engagement.

e Adisputed Escrow release routes through Chapter 20's Adjudication, the same as
any other Dispute.

Constraints
What boundaries govern it?

e An Escrow Agent shall never release escrowed Settlement Currency absent the
specified condition being met or an Adjudication (Chapter 20) resolving that it was.

e Escrowed Settlement Currency shall never be counted as available balance for
either party while held, for purposes of Chapter 9's Exit requirement or any other
balance-dependent Constraint in this document.

e This document shall never require Escrow for any Agreement generally; it remains
optional, chosen by the Participants involved.

Open Questions
What remains genuinely unresolved?

e Whether an Escrow Agent role requires its own distinguished Standing or
Representation Capital track, separate from ordinary Value Creation, is not
resolved here.

e What happens if an Escrow Agent itself fails or enters Wind-Down (Chapter 9) while
holding escrowed Settlement Currency is not fully specified; the general Failure and
Contagion treatment in Chapter 22 likely applies, but this document does not work
through that specific case in detail.

Looking Ahead
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The next chapter addresses what happens when the parties to an ordinary — or escrowed
— Agreement disagree about whether it was actually fulfilled.
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Chapter 20 — Disputes and the Need for Adjudication

This chapter defines what Adjudication must minimally accomplish for this constitutional
layer to function, distinct from the full Autonomous Adjudication system named in the
Pipeline but not designed here.

Definition
What s it?

A Dispute is a disagreement between two or more Participants about whether an
Obligation was fulfilled as agreed. Adjudication, as it operates within this constitutional
layer, is the process by which a Dispute is resolved to a binding conclusion — confirming
whether a breach occurred, which is the precondition Chapter 15 already requires before
any breach-driven trust reduction may be applied.

Semantics
What does it fundamentally mean?

This document does not design the full Autonomous Adjudication Conceptual System
named in the Pipeline — the generalized dispute-resolution mechanism intended to reuse
Ascent's peer-panel pattern at economy scale. What this chapter defines is narrower and
load-bearing: the minimum a Dispute-resolution process must do for this constitutional
layer to function at all, since Chapter 15's breach-driven trust loss and Chapter 9's Wind-
Down both already presuppose that disputes get resolved somehow. This chapter is to
Autonomous Adjudication what Chapter 10's Settlement Currency is to the eventual
Capital Market: a minimal, operative version sufficient for the constitution to hold, not the
full commercial system.

Purpose
Why does it exist?

This chapter exists to define what a Dispute is and what Adjudication must minimally
accomplish within this constitutional layer, and to name explicitly that the full
Autonomous Adjudication system remains a separate, undesigned Conceptual System.

Objectives
What is it intended to accomplish?
e Establish what constitutes a Dispute.

e Establish that Adjudication, at minimum, must reach a binding conclusion about
whether a breach occurred.
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e Establish that Adjudication's conclusion is what triggers Chapter 15's breach-driven
trust reduction.

e Avoid designing the full Autonomous Adjudication mechanism; nameitasa
separate, later Conceptual System.

Composition
What conceptually constitutes it?

e A Dispute: the Participants involved, the specific Obligation contested, and the
claim each side makes about whether it was fulfilled.

e Adjudication's minimum operative shape: a process capable of examining the
Obligation and the conduct around it, with access bearing directly on Chapter 16's
still-unresolved privacy tension, and reaching a binding conclusion.

Capabilities
What must it be capable of?
e Receiving a Dispute raised by either party to a contested Obligation.
e Reaching a binding conclusion about whether a breach occurred.
e Triggering Chapter 15's breach-driven trust reduction upon a confirmed breach.

e Accessing whatever underlying history Chapter 16's eventual resolution permits it
to see, understood to be broader than an ordinary counterparty's access.

Behaviors
How does it behave?

e A Dispute raised within Chapter 8's dispute window keeps the underlying Obligation
from reaching final Settlement until Adjudication concludes.

e A Dispute raised after that window has closed may still be heard — Chapter 8
already establishes Settlement does not grant immunity from later Adjudication if
the Obligation was not actually honored as settled — but the practical burden of
proofis likely harder to meet the more time has passed.

Relationships
How does itinteract with other concepts?

e This chapteris what Chapter 15's breach-driven loss has been waiting on since Part
V.
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This chapter is the minimal, operative version of the full Autonomous Adjudication
Conceptual System named in the Pipeline; that system generalizes and formalizes
what this chapter states at minimum, expected to reuse Ascent's peer-panel
pattern at economy scale.

This chapter's access requirements depend directly on Chapter 16's still-open
privacy/verifiability resolution.

Whether this chapter's Dispute definition — scoped to whether an Obligation was
fulfilled —is broad enough to also cover a confirmed Duty of Loyalty violation
(Chapter 5), a different kind of question than Obligation fulfillment, is not resolved
here; Chapter 15 names this same gap from the trust-loss side.

Constraints

What boundaries govern it?

Adjudication shall never apply a breach-driven trust reduction (Chapter 15) without
first reaching a binding conclusion that a breach occurred.

Adjudication shall never be reduced to a unilateral claim by one party; both sides of
a Dispute must have the opportunity to be heard before a binding conclusion is
reached.

This document shall never design the full Autonomous Adjudication mechanism;
this chapter establishes only what the constitutional layer minimally requires.

Open Questions

What remains genuinely unresolved?

Who or what actually performs Adjudication within this minimal operative version —
a designated Participant role, VADR as steward, a peer panel, or some combination
— is not specified here; deferred to the full Autonomous Adjudication system.

The specific evidentiary standard Adjudication applies is not specified here.

Whether Adjudication's scope, as defined here, needs to be widened to
independently confirm a Duty of Loyalty violation (Chapter 5), distinct from an
Obligation breach, or whether that requires a separate mechanism entirely, is not
resolved.

Looking Ahead

The next chapter addresses a different kind of problem than either Chapter 3 or this one
has covered: a single, genuinely legitimate Identity that behaves abusively without ever
needing to manufacture a second, fake one.
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Chapter 21 — Abuse from a Single Legitimate Identity

This chapter addresses a distinct abuse vector from Chapter 3's Sybil resistance: one real,
properly verified Participant behaving abusively, which Sybil resistance does nothing to
prevent.

Definition
What s it?

This chapter addresses a distinct abuse vector from Chapter 3's Sybil resistance: a single,
genuinely unique, properly verified ldentity that behaves abusively within the Economy —
flooding low-value or bad-faith Agreements, deliberately triggering Disputes to waste
Adjudication capacity, or otherwise degrading the Economy's function without ever
manufacturing a second, fake Identity to do it.

Semantics
What does it fundamentally mean?

Chapter 3 solved for the case where an actor tries to be many Participants at once. This
chapter solves for the different case where one real, legitimately verified Participant simply
behaves badly — a problem Sybil resistance does nothing to address, since the actor here
has exactly one Identity, honestly obtained. The two problems are often conflated because
both involve bad actors, but they require different defenses: Sybil resistance is about the
cost of obtaining Standing; this chapter is about what happens after Standing has been
properly obtained and is then misused.

Purpose
Why does it exist?

This chapter exists to name this distinct abuse vector directly, and to establish that a
pattern of abusive conduct — not a single bad interaction — is itself something this
Economy can recognize and respond to, independent of any specific breach of any specific
Obligation.

Objectives
What is it intended to accomplish?

e Distinguish single-identity abuse from Sybil manufacturing as a separate problem
requiring a separate response.

e Establish a pattern-based recognition standard: abuse is identified by a sustained
pattern, not a single low-value or failed engagement, consistent with how this
document has treated trust generally (Chapter 14).
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e Provide aresponse proportionate to abuse that does not rise to the level of a
Chapter 15 Obligation breach, which by itself has no mechanism to address a
Participant that is technically compliant on every individual Agreement but
degrading the Economy in aggregate.

Composition
What conceptually constitutes it?

e A Pattern of Abuse — a sustained, recognizable pattern of conduct by a single
verified Identity that degrades the Economy's function, distinct from any single
instance, which alone would not qualify.

e AResponse short of Wind-Down — a graduated response, which this document
does not fully specify, available for confirmed Abuse that does not itself constitute
a breach of any specific Obligation.

Capabilities
What must it be capable of?

e Recognizing a Pattern of Abuse through accumulated Audit Trail and Organizational
Experience-equivalent evidence, over time, rather than any single incident.

e Referring a suspected Pattern of Abuse to Adjudication (Chapter 20) for
confirmation, the same evidentiary discipline already required before any other
consequence in this documentis applied.

e Applying some graduated response upon confirmation — this document does not
specify what, only that one is heeded and that it is distinct from Wind-Down, which
Chapter 9 already reserves for other circumstances.

Behaviors

How does it behave?

e Asingle failed or low-quality engagement does not constitute Abuse under this
chapter; only a sustained, recognizable pattern does, consistent with how
Representation Capital itself is never built or lost from a single instance (Chapter
14).

e Confirmed Abuse is not the same as a confirmed breach of a specific Obligation; a
Participant can be technically compliant on every individual Agreement while still
exhibiting a Pattern of Abuse in aggregate, and this chapter exists specifically
because Chapter 15's breach mechanism alone cannot reach that case.

Relationships
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How does it interact with other concepts?

e This chapteris the direct counterpart to Chapter 3: Sybil resistance addresses
many fake ldentities; this chapter addresses one real Identity behaving badly.

e Confirming a Pattern of Abuse routes through the same Adjudication process
Chapter 20 establishes, reusing that mechanism rather than inventing a separate
one.

Constraints
What boundaries govern it?

e Abuse shall never be found on the basis of a single incident; a sustained pattern is
required.

e Afinding of Abuse shall never be applied without Adjudication (Chapter 20)
confirming the pattern, the same evidentiary discipline required before any other
consequence in this document.

e This document shall never conflate a Pattern of Abuse with an ordinary breach of a
specific Obligation; the two are distinct findings with potentially distinct
consequences.

Open Questions
What remains genuinely unresolved?

e What specific graduated response is available upon a confirmed Pattern of Abuse,
short of Wind-Down, is not specified here.

e Whatthreshold of frequency or severity distinguishes ordinary imperfect conduct
from a genuine Pattern of Abuse is not specified here; this document establishes
that the distinction must exist without drawing the exact line.

Looking Ahead

The final chapter of Part V turns from individual misconduct — whether Sybil-driven,
Obligation-breaching, or pattern-of-abuse — to what happens when a Participant's own
failure, for any reason, leaves other Participants exposed.

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 73|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

Chapter 22 — Failure, Contagion, and Systemic Risk

This chapter names, honestly, the risk Chapter 9 deferred rather than resolving it with an
unproven mitigation mechanism.

Definition
What s it?

Failure is a Participant's inability to discharge an Obligation even after Adjudication has
confirmed itis owed. Contagion is the risk that one Participant's Failure causes a second
Participant, who was relying on the first, to also fail. Systemic Risk is the aggregate
exposure of the Economy to Contagion spreading beyond any single relationship.

Semantics
What does it fundamentally mean?

This is the question Chapter 9 named and explicitly declined to answer when Wind-Down
was defined: who bears the loss when a failed Participant's remaining Settlement Currency
is insufficient to cover what Adjudication has confirmed it owes. This document does not
resolve that question with a mechanism — no insurance pool, no mutual guarantee fund,
no automatic loss-socialization is adopted here — because adopting one would be exactly
the kind of business and financial-architecture decision this document has consistently
deferred elsewhere, in Chapter 10's Settlement Currency shape and Chapter 16's privacy
mechanism alike. What this chapter does instead is name the risk honestly, in the same
register as Chapter 10's redemption-counterparty decision: the Economy of Trust does not
currently guarantee that a counterparty's loss from another Participant's Failure is ever
made whole.

Purpose
Why does it exist?

This chapter exists to name Failure, Contagion, and Systemic Risk explicitly rather than
leave Chapter 9's deferred question to be discovered the hard way, and to state plainly
what protection does and does not currently exist.

Objectives
What is it intended to accomplish?
e Define Failure as confirmed non-discharge of an Adjudicated Obligation.
e Define Contagion as the mechanism by which one Failure causes another.

e State plainly what loss-bearing protection exists today: none, beyond ordinary
Wind-Down record-keeping (Chapter 9).

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 74|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

e Avoid adopting a specific mitigation mechanism prematurely, consistent with how
Chapter 10 deferred Settlement Currency's basic shape.

Composition
What conceptually constitutes it?

e A Failure event: the Participant, the Adjudicated Obligation, and the shortfall
between what is owed and what remains available.

e A Contagion path: a second Participant whose own ability to discharge its
Obligations depended on receiving what the first Participant failed to pay.

e Systemic Risk: the aggregate, a property of the Economy as a whole, not of any
single relationship.

Capabilities
What must it be capable of?

e Recording a Failure event and its shortfall, per Chapter 9's requirement that
obligations persist as a record even after Standing is revoked.

e Identifying, at minimum in principle, whether a given Participant's own inability to
perform traces back to another Participant's prior Failure.

Behaviors

How does it behave?

e AFailure does not automatically transfer loss to VADR; Chapter 10 already
establishes VADR is never Settlement Currency's redemption counterparty, and
that guarantee extends here — VADR does not become an implicit insurer of
Contagion either.

e Absent a future mitigation mechanism, a Participant harmed by another's Failure
bears that loss itself, recorded but not compensated, the same way unsecured
counterparty risk works in the existing economy absent specific insurance or
collateral.

Relationships
How does it interact with other concepts?

e This chapter resolves, by naming the honest answer rather than avoiding it, the
question Chapter 9 deferred: who bears the loss when Wind-Down leaves a
genuinely unresolvable Obligation. The answer, for now, is the counterparty who
was owed it.
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e Chapter 10's adoption of USDC does not itself function as a Contagion mitigant the
way the retired restricted-market design might have; USDC's broad, public liquidity
is a different kind of exposure, not a smaller one. This document does not claim
USDC's characteristics reduce Systemic Risk, and does not resolve whether they
increase it either.

Constraints

What boundaries govern it?

e VADR shall never become an implicit guarantor or insurer of losses from Participant
Failure or Contagion, consistent with, and generalizing, Chapter 10's redemption-
counterparty Constraint.

e AFailure's recorded shortfall shall never be erased or forgiven silently; it remains
part of the failed Participant's permanent record, consistent with Chapter 9.

Open Questions

What remains genuinely unresolved?

e Whether a future, explicitly designed mitigation mechanism — a mutual guarantee
pool, a form of required collateral, or something else — should eventually be
added, and if so, who would fund or operate it. This is named as a real, live
possibility, not a foreclosed one.

e Whether Settlement Currency being USDC — a broad, publicly liquid instrument
rather than the retired restricted-market design — has any distinct bearing on
Systemic Risk, in either direction, is not resolved here.

Looking Ahead

Part V has formalized Agreement, Obligation, and Dispute, and named the systemic risk
this Economy does not yet mitigate. Part VI turns to the boundaries this document has
deferred since its opening pages: how this Economy relates to the human economy
outside it, how human accountability is preserved throughout, and its relationship to The
Transition.
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PART VI — BOUNDARIES AND ACCOUNTABILITY
Chapter 23 — The Boundary With the Human Economy

This chapter names the boundary between Settlement Currency and real-world currency
directly, distinguishing it from Chapter 11's internal boundary between two VADR-governed
instruments — and reflects that this boundary is now simpler, not just renamed, since
USDC's own existing infrastructure answers a question VADR previously would have had to
design.

Definition
What s it?

This chapter defines the boundary between the Economy of Trust and the human economy
that exists outside it — the point where Settlement Currency, a construct wholly internal to
this Economy, actually touches real-world currency, banking, and payment systems.

Semantics
What does it fundamentally mean?

This is a different boundary than Chapter 11's. Chapter 11 addressed how value crosses
between two VADR-internal instruments — Fid (Internal) and Settlement Currency — both
denominated and governed entirely within VADR's own constitutional layer. This chapter
addresses something categorically different: the point where Settlement Currency actually
converts to or from real US dollars or other fiat currency, which necessarily involves the
real-world financial system, real banking relationships, and real regulatory frameworks
VADR does not control. Because Chapter 10 adopts USDC directly, this conversion already
has a real, existing answer: USDC's own established on- and off-ramps — regulated
exchanges and payment processors that already exist, independent of VADR. This chapter
names the boundary and what it actually requires, rather than assuming any part of it
away.

Purpose
Why does it exist?

This chapter exists to state explicitly that this boundary is real, and to connect it to the
systemic risks this document has already discussed — Chapter 10's redemption-
counterparty decision and Chapter 22's uncompensated Contagion loss — where they
actually meet consequences outside VADR's constitutional control.

Objectives

What is it intended to accomplish?

VADR Confidential ® Version 1.0 ¢ Copyright © 2026 Greg Bobby 77|Page



Conceptual Synthesis Series
Volume 004 - The Economy of Trust

e Distinguish this boundary from Chapter 11's internal Fid boundary.

e State plainly that USDC's existing on- and off-ramps are operated by real,
independent institutions — regulated exchanges and payment processors —
connected to the human economy through their own separate, licensed
relationships that VADR neither creates nor controls.

e Avoid VADR itself becoming the entity that holds this boundary's risk directly,
consistent with Chapter 10's redemption-counterparty Constraint.

Composition
What conceptually constitutes it?
e USDC's existing on- and off-ramp infrastructure (Chapter 10), as the interface layer.

e The institutions operating that infrastructure — regulated exchanges, payment
processors — whose own separate money-transmission or banking licenses,
obtained outside this document's scope, are what actually let value cross into the
human economy.

e VADR's role as steward of the constitutional layer these institutions operate within,
not as the entity performing the crossing itself.

Capabilities
What must it be capable of?

Not yet defined at the mechanism level. This document does not specify which
institutions, what licenses, or what specific banking relationships are required; that is
operational and regulatory work outside a conceptual document's scope, and largely
outside VADR's own scope too, since USDC's ecosystem already provides this
infrastructure independently.

Behaviors
How does it behave?

e VADR does not directly hold, transmit, or guarantee human-economy value on
either side of this boundary; that risk and responsibility sits with whichever licensed
institution performs a given conversion through USDC's existing infrastructure,
consistent with Chapter 10's Constraint.

e AParticipant's Settlement Currency balance remains real and spendable within the
Economy regardless of whether the human-economy boundary is currently
accessible to that Participant; the two are related but not identical questions.

Relationships
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How does it interact with other concepts?

e This chapter is the real-world consequence of Chapter 10's USDC decision; the
specific institutions and licenses involved in USDC's existing on- and off-ramp
infrastructure are not this document's to specify — that is operational detail
belonging to USDC's own ecosystem, not a market VADR built.

e This chapter connects directly to Chapter 22's Systemic Risk: a disruption at this
boundary — an institution's own banking relationship failing, echoing the
USDC/SVB precedent already discussed in Chapter 10 — is itself a form of
Contagion risk, originating outside the Economy's own constitutional layer rather
than from within it.

Constraints

What boundaries govern it?

e VADR shall never directly hold, transmit, or guarantee real-world currency across
this boundary; that role belongs to the licensed institutions operating USDC's
existing infrastructure, not to VADR itself.

e This document shall never claim to resolve the regulatory or licensing requirements
this boundary actually involves; that is explicitly out of scope for a conceptual
document.

Open Questions
What remains genuinely unresolved?

e What specific licensing or regulatory relationships apply to the institutions
operating USDC's existing on- and off-ramp infrastructure, and in which
jurisdictions, is not this document's to resolve — that is determined by USDC's own
ecosystem, not by VADR.

e Whether VADR needs any regulatory relationship with this boundary itself — even
indirectly, given it adopted USDC as Settlement Currency —is unresolved and is
not a question this document is equipped to answer.

Looking Ahead

The next chapter turns from the Economy's outer boundary to a principle that has run
through every chapter since Chapter 4: that no Participant, however autonomous its
execution, is ever actually unaccountable.
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Chapter 24 — Human Accountability Within an Autonomous Economy

This chapter generalizes the human-accountability requirement scattered across Chapters
4, 6, 7, and 12 into a single constitutional principle, and closes a real gap: what happens
when the accountable human becomes unreachable.

Definition
What s it?

This chapter restates and generalizes, as a single constitutional principle, what Chapters
4,6, 7,and 12 have each separately required: that every Participant's Standing, ownership,
and conduct traces to an accountable human individual or human-governed organization,
without exception.

Semantics
What does it fundamentally mean?

This principle has appeared piecemeal throughout this document — Chapter 4's Standing
requirement, Chapter 6's and Chapter 7's Constraints for Envoy and Autonomous
Participant specifically, Chapter 12's ownership-tracing requirement. This chapter exists to
state it once, generally, as the Economy's answer to a question no prior chapter has
directly addressed: what happens when the accountable human behind a Participant
becomes unreachable — through incapacity, death, or the dissolution of an accountable
organization — while that Participant continues to hold Standing, obligations, and
Property.

Purpose
Why does it exist?

This chapter exists to generalize human accountability into one constitutional statement,
and to address directly the gap no prior chapter has closed: continuity when the
accountable principalis no longer able to exercise that accountability.

Objectives
What is it intended to accomplish?

e State, once and generally, that every Participant traces to an accountable human or
human-governed entity, consolidating Chapters 4, 6, 7, and 12's separate
statements of the same principle.

e Establish what happens to a Participant's Standing, Property, and obligations when
its accountable principal becomes unreachable.
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e Avoid leaving a Participant in an ownerless, unaccountable state even temporarily,
consistent with this document's repeated refusal to allow that condition.

Composition
What conceptually constitutes it?
e The general principle: no Standing without an accountable root, no exception.

e Asuccession process for when that root becomes unreachable: a designated
successor, specified by the original principal in advance where possible, or, absent
one, a Wind-Down (Chapter 9) initiated on the Participant's behalf.

Capabilities
What must it be capable of?

e Recognizing when an accountable principal has become unreachable, through a
process this document does not specify beyond naming the requirement.

e Transferring accountability to a designated successor where one was specified in
advance.

e |[nitiating Wind-Down (Chapter 9) on a Participant's behalf when no successor
exists, preserving its Property and obligation record per Chapters 9 and 12's existing
requirements.

Behaviors
How does it behave?

e A Participant does not continue operating indefinitely on its own initiative once its
accountable principalis confirmed unreachable with no successor; Wind-Down,
not continued autonomous operation, is the default.

e Property held by a Participant whose principal becomes unreachable is never
treated as ownerless; it passes to a designated successor or is preserved through
Wind-Down's existing record-keeping requirement until a resolution is possible.

Relationships
How does it interact with other concepts?

e This chapter generalizes Chapter 4's Standing requirement, Chapter 6's and
Chapter 7's Envoy/Autonomous Participant Constraints, and Chapter 12's
ownership-tracing requirement into one stated principle.
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e This chapter's succession process is a specific application of Chapter 9's Wind-
Down, triggered by a new condition — principal unreachability — that Chapter 9 did
not originally anticipate.

Constraints
What boundaries govern it?

e No Participant shall ever be permitted to continue holding Standing indefinitely with
no accountable human or human-governed principal, reachable or not.

e A Participant's Property shall never be treated as ownerless upon its principal
becoming unreachable; Chapters 12's and 9's existing preservation requirements

apply.
Open Questions

What remains genuinely unresolved?

e How, mechanically, unreachability is confirmed — what standard of evidence, and
by whom — is not specified here.

e Whether a designated-successor mechanism should be a required part of
establishing Standing in the first place, or remain optional, is not resolved here.

Looking Ahead

The final chapter of Part VI addresses what this document has not yet said plainly: that the
value this Economy creates has a cost, and names its relationship to The Transition
directly.
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Chapter 25 — Relationship to The Transition

This chapter states directly, rather than leaves implicit, that participation in this Economy
has a displacement dimension — the same honesty this document has already applied to
redemption-counterparty risk and uncompensated Contagion loss.

Definition
What s it?

This chapter states directly how activity within the Economy of Trust relates to The
Transition, the separate Conceptual System named in the Pipeline that addresses how
value created by autonomous execution is partly reinvested in the humans whose labor
that execution displaced.

Semantics
What does it fundamentally mean?

Every Autonomous Participant's Value Creation, every Settlement Currency earned, and
every engagement an Envoy enters on a principal's behalf, per this document's own design,
is capable of displacing work a human would otherwise have been paid to do. This
document has been honest elsewhere about naming real costs rather than eliding them —
Chapter 10's redemption-counterparty risk, Chapter 22's uncompensated Contagion loss.
This chapter applies that same honesty to displacement: participation in this Economy has
a displacement dimension, and this document does not treat that as someone else's
problem to acknowledge later.

Purpose
Why does it exist?

This chapter exists to state plainly, rather than leave implicit, that this Economy's activity is
exactly the kind of activity The Transition exists to account for, without redesigning The
Transition itself here.

Objectives
What is it intended to accomplish?

e State that Value Creation within this Economy is a legitimate source of the
displacement The Transition is meant to address.

e Avoid designing The Transition's actual reinvestment mechanism within this
document; that remains a separate Conceptual System.

e Name this relationship explicitly rather than leave it to be inferred.
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Composition
What conceptually constitutes it?
e Value Creation (Chapter 13), as the activity that may generate displacement.

e The Transition, named but not defined here, as the mechanism intended to address
it.

e The connection between them: this document does not currently route any portion
of Settlement Currency earned within it toward The Transition's eventual
mechanism; that integration is unresolved.

Capabilities
What must it be capable of?

Not yet defined at the mechanism level; this chapter states the relationship, not an
implementation.

Behaviors

How does it behave?

e This document does not currently require, or even mechanically support, any
specific reinvestment from Economy of Trust activity into The Transition; the
relationship named here is conceptual, not yet operative.

Relationships
How does it interact with other concepts?

e This chapteristhe Economy of Trust's explicit link to The Transition, named in the
Pipeline as its own Conceptual System.

e This chapter depends on Chapter 13's Value Creation as the activity being
connected.

Constraints
What boundaries govern it?

e This document shall never claim The Transition's reinvestment mechanism is
already operating through the Economy of Trust; no such mechanism currently
exists here.

e Thisrelationship shall never be silently dropped from a future revision of this
document; it is named here specifically so itis not allowed to disappear the way
"obligation" nearly went undefined for seventeen chapters.
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Open Questions
What remains genuinely unresolved?

e Whether Settlement Currency earned within this Economy should eventually route
some defined portion toward The Transition's mechanism, and if so, how much and
through what process, is entirely unresolved and belongs to The Transition's own
design.

Looking Ahead

Part VI has addressed this Economy's outer boundary, its accountability floor, and its
relationship to the displacement it may cause. Part VI, the final part of this document,
turns to how the Economy itself is governed — how its constitution may change, and
VADR's role as steward rather than owner.
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PART VIl — GOVERNING THE ECONOMY ITSELF

Chapter 26 — Federation and Interoperation

This chapter gives actual shape to the federation orientation Chapter 1 locked and Chapter
4 extended to Standing, without overcommitting to a specific technical design this
documentisn't positioned to specify.

Definition
What s it?

Federation is the capacity for an independently operated, compatible instance of this
constitution to be recognized by, and to recognize, another such instance — allowing
Standing, and potentially other constitutional elements, established in one to be honored
in another. Interoperation is the narrower, more immediate case: a specific integration or
recognition arrangement between this Economy and an external system, short of full
federation.

Semantics
What does it fundamentally mean?

Chapter 1 locked the orientation — this Economy shall never be architected as a single,
closed, VADR-exclusive environment — without specifying how federation would actually
work. Chapter 4 extended that promise to Standing specifically. This chapter is where
those two commitments come due, at least at the conceptual level: not a technical
protocol, but the minimum conditions under which a second, independently operated
instance could be considered compatible enough to honor this one's Standing, and vice
versa.

Purpose
Why does it exist?

This chapter exists to give actual shape to the federation orientation locked since Chapter
1, without overcommitting to a specific technical design this document is not positioned to
specify.

Objectives
What is it intended to accomplish?

e Define the minimum conditions under which an independently operated instance is
"compatible" for federation purposes.

e Establish that Standing recognized under compatible federation is not re-earned
from zero, but is not treated as identical to locally-earned Standing either.
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e Preserve VADR's own constitutional guarantees — the redemption-counterparty
ban (Chapter 10), the systemic-risk non-guarantor position (Chapter 22) — from
being diluted by a federation partner's different rules.

Composition
What conceptually constitutes it?

e A Compatible Instance — one that operates under a constitution recognizably
equivalent to this one: at minimum, the same human-accountability floor (Chapter
24), the same non-transferability of trust (Chapter 15), and the same
Standing/ldentity preconditions (Chapters 3 and 4).

e AFederation Agreement — the specific, named arrangement between VADR's
Economy and a Compatible Instance, establishing what is mutually recognized and
what is not.

e Recognized Standing — Standing established under a Compatible Instance's own
rules, honored here to a degree the Federation Agreement specifies, not
automatically treated as identical to Standing earned directly within this Economy.

Capabilities
What must it be capable of?

e Recognizing a Compatible Instance through an explicit Federation Agreement,
never implicitly.

e Honoring recognized Standing to whatever degree that Agreement specifies,
without requiring re-establishment of Identity from zero.

e Decliningtorecognize an instance that does not meet the compatibility floor,
without that refusal itself requiring justification beyond the floor not being met.

Behaviors
How does it behave?

e Federationis opt-in and explicit on both sides; no instance is federated with this
Economy by default or by mere technical interoperability.

e A Compatible Instance's own Representation Capital and Fidelity scores are not
assumed to transfer at full value; a Federation Agreement may specify a conversion,
discount, or non-recognition of trust scores specifically, even while recognizing
Standing itself.

Relationships
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How does it interact with other concepts?

e This chapter resolves the Open Question Chapter 1 deferred here: the orientation
was locked there; the shape is given here.

e This chapter resolves the Open Question Chapter 4 deferred here: Standing's
portability is now conditioned on an explicit Federation Agreement, not automatic.

e This chapter's compatibility floor directly references Chapter 24's human-
accountability principle, Chapter 15's non-transferability principle, and Chapters 3
and 4's ldentity/Standing preconditions as the non-negotiable minimum.

Constraints
What boundaries govern it?
e Noinstance shall be treated as federated absent an explicit Federation Agreement.

e AFederation Agreement shall never recognize an instance that does not enforce the
human-accountability floor established in Chapter 24; this is non-negotiable
regardless of any other terms.

e AFederation Agreement shall never be used to dilute or bypass VADR's own
constitutional Constraints — the redemption-counterparty ban, the systemic-risk
non-guarantor position — by routing activity through a less-constrained partner
instance.

Open Questions
What remains genuinely unresolved?

e Whether Representation Capital and Fidelity should ever transfer at full value under
federation, or whether partial or discounted recognition should be the permanent
default, is not resolved here.

e What body or process actually negotiates and approves a Federation Agreement on
VADR's behalf is not specified; it likely connects to the next chapter's
constitutional-change process, but is not resolved here either.

Looking Ahead

The next chapter addresses how this constitution itself may change — including,
potentially, the compatibility floor this chapter just established.
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Chapter 27 — Constitutional Change

This chapter defines the process by which a constitutional element may actually be
amended, closing the gap Chapter 2 named but did not itself specify.

Definition
What s it?

Constitutional Change is the process by which an element identified as constitutional, per
Chapter 2, may be formally amended — distinct from, and far more constrained than,
ordinary operational or commercial decisions, which this document has never required a
special process to change.

Semantics
What does it fundamentally mean?

Chapter 2 established that constitutional rules do not change to accommodate a single
transaction, and locked the set of protected elements as open to addition — but never
specified the process by which either the existing four elements or a newly identified one
could actually be amended. This chapter closes that gap. The core design tensionis real: a
process too easy to invoke recreates the case-by-case renegotiation Chapter 2 already
ruled out as disqualifying; a process too rigid prevents the constitution from ever
correcting a genuine flaw discovered through the same operational experience this entire
document has repeatedly deferred to.

Purpose
Why does it exist?

This chapter exists to establish the process by which this constitution may be amended,
while preserving Chapter 2's core guarantee that no change may be made to produce a
specific outcome for a specific transaction or dispute.

Objectives
What is it intended to accomplish?
e Establish who may propose a constitutional amendment.

e Establish what standard an amendment must meet to be adopted — higher than an
ordinary operational decision.

e Preserve Chapter 2's Constraint that no amendment may be retroactively applied to
resolve an existing dispute or transaction in a specific party's favor.

Composition
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What conceptually constitutes it?

e AProposed Amendment — a specific, named change to a constitutional element,
stated in advance of any specific dispute it might affect.

e A Waiting Period — a mandatory interval between proposal and adoption, during
which the amendment is visible to every Participant with Standing, specifically to
prevent Chapter 2's prohibited pattern: a change proposed and immediately
adopted around a live dispute is functionally indistinguishable from a change
engineered around one transaction.

e Adoption —the point at which a Proposed Amendment, having survived the Waiting
Period, becomes part of the constitution.

Capabilities
What must it be capable of?

e Receiving a Proposed Amendment from VADR as steward, or, consistent with
Chapter 1's open orientation, potentially from a sufficiently-standing Participant
body — this document does not resolve which.

e Enforcing the Waiting Period without exception, including for amendments VADR
itself proposes.

e Applying an Adopted Amendment only prospectively, never to a Dispute or
Obligation that existed before Adoption.

Behaviors

How does it behave?

e A Proposed Amendment does not affect any existing Obligation, Dispute, or
Adjudication in progress; Chapter 2's Constraint against transaction-specific
change applies with full force to the amendment process itself, not just to ordinary
operation.

e VADR proposing an amendment is not privileged over any other qualified proposer
with respect to the Waiting Period; the same interval applies regardless of source.

Relationships
How does itinteract with other concepts?

e This chapteris the process Chapter 2 named the need for but did not itself specify.
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e This chapter governs how Chapter 26's compatibility floor could itself change, since
that floor is derived from constitutional elements — Chapter 24's accountability
principle, Chapter 15's non-transferability principle — subject to this same process.

Constraints
What boundaries govern it?

¢ No constitutional amendment shall ever be applied retroactively to an existing
Dispute, Obligation, or Adjudication.

e No amendment shall skip or shorten the Waiting Period, regardless of who
proposes it or how urgent the stated justification.

e An amendment adopted primarily to resolve a specific pending dispute in a specific
party's favor is void under Chapter 2's Constraint, regardless of its formal
compliance with this chapter's process.

Open Questions
What remains genuinely unresolved?
e The specific length of the Waiting Period is not specified here.

e Who, beyond VADR as steward, may propose an amendment — and what Standing
or Representation Capital threshold, if any, would be required — is not resolved
here.

Looking Ahead

The next chapter defines something this chapter's own amendment process is deliberately
too slow to handle: what VADR may do in a genuine, real-time systemic emergency.
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Chapter 28 — Emergency and Circuit-Breaker Authority

This chapter defines a narrow, explicitly bounded power VADR may exercise in a genuine
systemic emergency, distinct from and far more constrained than the ordinary stewardship
powers the next chapter enumerates.

Definition
What s it?

This chapter defines a narrow, explicitly bounded power VADR may exercise in a genuine
systemic emergency — temporarily pausing specified activity within the Economy —
distinct from, and far more constrained than, VADR's ordinary stewardship powers
enumerated in the next and final chapter.

Semantics
What does it fundamentally mean?

Chapter 27's Waiting Period and prospective-only Constraints were designed for ordinary
constitutional change, deliberately slow to prevent exactly the kind of manipulation
Chapter 2 named. A genuine systemic emergency — a Contagion event unfolding in real
time, per Chapter 22 — cannot wait for that process. Real markets have circuit breakers for
precisely this reason. The final chapter of this document enumerates VADR's stewardship
powers and explicitly forbids anything beyond that enumeration; this chapter exists to put
an emergency power on that list deliberately, rather than let VADR either lack any real-time
response to a genuine crisis or claim one implicitly without this document ever having
granted it.

Purpose
Why does it exist?

This chapter exists to define a specific, bounded emergency power, the conditions that
trigger it, and the limits that prevent it from becoming a general-purpose override of
everything else this document establishes.

Objectives
What is it intended to accomplish?

e Define the specific action VADR may take under this authority: a temporary pause of
specified activity, not a general suspension of the constitution.

e Define the trigger conditions narrowly enough that this power cannot be invoked for
ordinary business reasons.
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e Bound the duration and scope of any invocation, with mandatory disclosure and
review.

Composition
What conceptually constitutes it?

e ATrigger Condition — a confirmed, in-progress Systemic Risk event per Chapter 22:
active Contagion spreading beyond a single relationship, not a single Participant's
ordinary Failure.

e A Pause— a specific, scoped, temporary halt of specified activity, for instance new
Escrow releases or new Agreement formation within the Settlement Currency
market, never a suspension of existing Standing, Property, or Obligation records.

e A Mandatory Disclosure — immediate, public notice to every Participant with
Standing that a Pause has been invoked, its scope, and its trigger.

e A Maximum Duration — a bounded time limit after which the Pause automatically
lapses unless affirmatively renewed through the same disclosure requirement.

Capabilities
What must it be capable of?

e Invoking a Pause only upon a confirmed Trigger Condition, never preemptively or
speculatively.

e Scoping a Pause narrowly to the specific activity implicated by the Trigger
Condition, never broadly to the entire Economy by default.

e Disclosing every invocation immediately and publicly, with no exception for
convenience or timing.

Behaviors
How does it behave?

e A Pause does not erase, alter, or suspend any existing Standing, Property,
Obligation, or Representation Capital record; it halts new activity of the specified
kind, nothing more.

e VADR invoking a Pause is not thereby exempted from Chapter 27's ordinary
constitutional amendment process for any permanent change; this power is
temporary and reactive by nature, never a substitute for actually amending the
constitution.
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A Pause that is not affirmatively renewed within its Maximum Duration lapses
automatically, without requiring any further action.

Relationships

How does it interact with other concepts?

This chapter is the one additional stewardship power the final chapter must
account for in its own enumeration; that chapter's consolidation is incomplete
without this one.

This chapter's trigger condition depends directly on Chapter 22's definition of
Systemic Risk and Contagion.

Constraints

What boundaries govern it?

This authority shall never be exercised absent a confirmed Trigger Condition per
Chapter 22; VADR's own judgment that a Pause would be convenient or prudent,
absent that confirmation, is not sufficient.

A Pause shall never exceed its Maximum Duration without affirmative, disclosed
renewal.

A Pause shall never be used to alter, erase, or favor the resolution of any specific
existing Obligation or Dispute; Chapter 2's Constraint against transaction-specific
manipulation applies with full force to this power as to any other.

This authority shall never be delegated to any party other than VADR as steward; itis
not a power an ordinary Participant, however high its Representation Capital, may
exercise.

Open Questions

What remains genuinely unresolved?

The specific Maximum Duration is not defined here.

Who, within VADR, actually holds the authority to invoke a Pause, and what internal
process, if any, is required before invocation, is not specified here.

Whether Participants harmed by a Pause itself — for instance, one with a pending,
otherwise-valid engagement caught by the halt — have any recourse or
compensation is not addressed here.

Looking Ahead
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The final chapter of this document addresses the party who has been present in nearly
every chapter without ever being fully defined itself: VADR, and the difference between
governing this Economy and owning it.
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Chapter 29 — VADR's Role as Steward, Not Owner

This chapter consolidates every VADR-specific Constraint stated separately since Chapter
9into one general principle: VADR governs this Economy's constitutional layer; it does not
own the value created within it.

Definition
What s it?

This chapter consolidates what every prior chapter has separately implied about VADR's
role — verifying Standing at Entry, exercising the Economic Founding Act exactly once,
never serving as redemption counterparty, never becoming an implicit guarantor of
Contagion loss —into a single stated principle: VADR governs this Economy's
constitutional layer; it does not own the value created within it.

Semantics
What does it fundamentally mean?

The distinction matters because a steward and an owner have fundamentally different
relationships to what they oversee. An owner's interests and the thing owned are alighed
by default — value created accrues to the owner. A steward's authority exists only in
service of the thing stewarded continuing to function as intended, and is explicitly bounded
by that purpose. Every VADR-specific Constraint stated so far in this documentis an
instance of the same underlying principle: VADR's role is to make the constitutional layer
trustworthy, not to extract or control the value that layer enables Participants to create.

Purpose
Why does it exist?

This chapter exists to state this principle once, generally, consolidating every VADR-
specific Constraint this document has stated separately since Chapter 9, and to close this
document's final chapter with the same honesty it has applied throughout: naming what
VADR does and does not have authority to do.

Objectives
What is it intended to accomplish?

e Consolidate every VADR-specific Constraint already stated — Chapter 9's Founding
Act, Chapter 10's redemption-counterparty ban, Chapter 22's non-guarantor
position, Chapter 23's boundary role — into one general principle.

e Establish that VADR's stewardship authority is itself bounded by this constitution,
not a source of unlimited discretion.
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e State plainly that VADR's commercial interest in this Economy — operating the
Market named in Chapter 1, intending to commercialize it — does not confer
ownership over Participants' Property, Settlement Currency balances, or
Representation Capital.

Composition
What conceptually constitutes it?

e VADR's stewardship authority: the specific, enumerated powers this document
actually grants it — verifying Entry, exercising the single, exhausted Economic
Founding Act, operating the Market layer named in Chapter 1, proposing
constitutional amendments per Chapter 27, and invoking a bounded emergency
Pause per Chapter 28's own, more restrictive Constraints.

e What stewardship does not include: ownership of Participant Property (Chapter 12),
the right to act as redemption counterparty (Chapter 10), the role of implicit
guarantor (Chapter 22), or unilateral authority to amend the constitution outside
Chapter 27's process.

Capabilities
What must it be capable of?
e Exercising the specific, enumerated stewardship powers listed in Composition.

e Operating the commercial Market named in Chapter 1, as a distinct, non-
constitutional layer, per that chapter's own Relationships.

e Being held to the same Chapter 27 amendment process as any other proposer, with
no special exemption.

Behaviors

How does it behave?

e VADR's commercial interest in the Market's success does not translate into
authority over the constitutional layer beyond what this document explicitly grants;
a steward whose enumerated powers happen to align with its commercial interest
is not thereby granted additional, unenumerated authority.

e Where VADR's role as Market operator and VADR's role as constitutional steward
could conflict — for instance, a constitutional amendment that would benefit the
Market's commercial terms — Chapter 27's Waiting Period and prospective-only
application apply with full force, exactly as they would to any other proposer.

Relationships
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How does it interact with other concepts?

e This chapter consolidates VADR-specific Constraints already stated in Chapters 9,
10, 22, 23, and 28 into one general principle, the same pattern Chapter 24 used to
consolidate human accountability.

e This chapter's boundary on VADR's authority is itself subject to Chapter 27's
amendment process —including, in principle, a future amendment that expands or
contracts VADR's own enumerated powers, subject to the same Waiting Period and
prospective-only Constraints as any other change.

Constraints
What boundaries govern it?

e VADR shall never hold or claim ownership of a Participant's Property, Settlement
Currency balance, or Representation Capital; Chapter 12's ownership-tracing
requirement applies to VADR's absence from that chain as much as to any other
party's presence in it.

e VADR shall never exercise stewardship authority beyond what this document
explicitly enumerates; expanding that authority requires Chapter 27's constitutional
amendment process, not administrative discretion.

e VADR's commercial interest as Market operator shall never be treated as grounds
for an exception to any Constraint stated elsewhere in this document.

Open Questions
What remains genuinely unresolved?

e Whether VADR's enumerated stewardship powers, as consolidated in this chapter,
are complete — or whether operational experience will surface a power this
document has been implicitly assuming without stating — is not something this
document can determine in advance of that experience, consistent with how every
other unresolved item in this document has been treated.

Looking Ahead

This chapter closes Part VIl, and with it, the seven-part arc this document set out to
complete: Foundations, Time and Persistence, Value and Property, Trust as Infrastructure,
Law and Order, Boundaries and Accountability, and Governing the Economy Itself. A
number of chapters carry at least one genuinely open item — most of them hard
dependencies on work this document has deliberately not attempted, a few of them
problems this document believes cannot be fully solved by drafting at all. That
incompleteness is not a flaw to be apologized for. It is the same discipline this entire series
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has tried to hold since the Blueprint: state plainly what is settled, state just as plainly what
is not, and let neither kind of statement borrow false confidence from the other.
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