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ABSTRACT 
 
The LARED Consortium network provides a globally distributed infrastructure for 

enterprises, the public sector, and non-profit organisations. It is a trusted technological 

infrastructure for transparent, reliable, and efficient solutions for the present and future 

needs of blockchain-driven products and service developments. The LARED association 

simultaneously ensures public trust with established governance, compliance, and security 

standards. The infrastructure’s design and features reduce the cost, complexity, and time of 

implementation for use cases. Its features enable easy integration with most applications and 

is therefore agnostic to existing standards. 
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EXECUTIVE SUMMARY 
Innovative enterprises, governmental and financial institutions recognise blockchain’s 

potential and are willing to implement blockchain technology. The difficulties, such as 

enforcing KYC and AML, are still unsolved. The current available solutions do not provide 

appropriate compliance mechanisms, face applicability issues, and lack simplified use-case 

implementation. Private blockchains cannot be trusted due to their high levels of 

centralisation, lack of interoperability and the risk of a single point of failure. At the same time, 

a decentralised public blockchain cannot ensure both identification and compliance 

measures. 

The long-term experiments and trials of CBDCs, self-sovereign and distributed digital IDs 

have begun, including the European Central Bank’s CBDC testing, the Bank of Sweden’s 

digital Krona, the Bank of Japan, the Bank of Lithuania’s digital collector coin, etc. 

Enterprises and governmental institutions have started to turn to the consortium, and/or 

public networks, that are regulatory compliant, more efficient and more robust than private 

alternatives. Global economies and businesses need global, decentralised, distributed 

ledger infrastructures to scale and fulfil market needs. A new approach is required to ensure 

trust between technology, entities, and end-users. 

LARED Association 
It is possible to combine the best aspects of blockchain technology as distributed 

governance, with security, robust compliance, regulatory framework and open access for 

everyone. Trusted collaborative management is offered in an open regulatory environment 

with Public-Permissioned blockchain as its base. LARED provides a self-sovereign 

mechanism and technological infrastructure, ensuring that developers, merchants, and 

consumers benefit from the compliance and security that is built into the infrastructure. The 

LARED Association is an independent membership organisation headquartered in 

Switzerland which aims to be a well-respected, international institution, and seeks to gain the 

Financial Market Supervisory Authority’s (FINMA) approval. The Association offers a 

governance model and reputation system that provides the Association’s members with an 

operational framework. The Association overviews and supports financial institutions and 

enterprises' use cases with embedded, compliant LARED blockchain solutions. The 

Association coordinates and provides a governance model for the LARED network's 

decision-making processes to safely facilitate compliant operations and further develop the 
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LARED infrastructure. In this way, use cases have the power to improve or add new 

processes and blockchain features, and to overview the management of the Association. It 

solves the issue of trust as there are requirements that need to be met and maintained by 

members. The consortium network plays a Financial Intelligence Function, similar to the 

central bank's role, and is managed by its members in a collaborative environment. It will cater 

to market integrity, providing consumers and investors with appropriate levels of protection 

and a clear understanding of their rights, thereby ensuring financial stability. 

The LARED Association well recognises the importance of strong AML/CFT programmes 

and other mechanisms that prevent illicit activities, as well as addressing threats and risks. 

The Association will support regulators, central banks, and lawmakers in the fight against 

money laundering and terrorism financing, while protocol-level controls will encourage the 

highest standard of compliance. This should ensure that the created concept is trusted, with 

regulators' proof, while future LARED members are made safe and compliant in joining this 

movement. 

The LARED Association also seeks to achieve the United Nations’ Sustainable Development 

Goals (SDGs), evaluate network efficiency, and propose further required actions. The goal is 

to ensure that LARED leaves a positive mark on nature and society, while making a real 

impact that improves lives and the planet at large. 

Membership 
The LARED Association allows geographically distributed and diverse businesses, public 

services, and non-profit organisations to join, while ensuring that only compliant and reliable 

entities can become part of the Association. The Association does not have a specific number 

of membership slots and seeks to have a large, sustainable, and trusted community. Every 

potential member that meets high-level due diligence requirements is welcome in the LARED 

community.  

Below is a summary of membership types and the specific associated  roles: 

Types Role Requirements 
The Association and 
its subsidiaries (if any) 

- Responsible for the governance of the LARED 
members network and the development of the 
LARED infrastructure; 
- Conducts due diligence on Association members, 

Board members and service providers; 
- Establishes compliance standards for members 

and implements compliance controls; 

- The administration is led by the 
Board, which is elected by 
members every two years. 
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- Monitors the network and flag suspicious 
activities; 
- Controls the process of minting and burning 

LARED tokens. 

Types Role Requirements 
Tier 0 - Founding & 
IMO Members 

- Creates the bases of the Association; 
- Need to be recertified to tier 1-4 within 36 

months. 

- Pass due diligence 

Tier 1 – Financial 
Sector (FinTech, 
SubTech/RegTech, 
Capital Markets, 
Insurance etc.) 

- Participates in the governance of the 
Association; 
- Will be subject to periodic due diligence & 

compliance audits. 

- Be fully licenced or certified by the 
Association; 
- Demonstrate a reasonable, risk-

based, regulatory compliance 
program and controls; 
- Pass risk-based due diligence; 
- Have a use case. 

Tier 2 – Public Sector 
(including GovTech, 
DID, Healthcare) 

- Participates in the governance of the 
Association. 

- Not included in the lists of 
Sanctioned Countries; 
- Have a use case. 

Tier 3 – Supply Chain 
(including logistics, 
manufacturing, retail 
services, track, and 
trace) 

- Participates in the governance of the 
Association; 
- Will be subject to periodic due diligence & 

sustainability audits by the Association. 

- Proof of sustainability & pass due 
diligence; 
- Have a use case. 

Tier 4 – ICT, 
Consultancy & others 

- Participates in the governance of the 
Association; 
- Supports members of the LARED Network. 

- Pass due diligence; 
- If an IT company, be certified to 

provide services to LARED 
members. 

The Technological Solution 
We understand that the governance model can only solve the problem together with 

sufficient infrastructure. The world needs a reliable, trustworthy, and interoperable 

transaction system to ensure that asset transfers are secure and straightforward. 

The LARED infrastructure is a digital ledger technology-based solution with regulatory 

compliance in financial and money markets in mind, incorporating built-in security features, 

such as protocol-level compliance infrastructure and sanction screening. The protocol has 

native compatibility with both public and private chains. Designed for interoperability, users 

can preserve a permissioned ecosystem in a private chain and communicate freely with the 

public chain as a decentralised hub of data. 

With the LARED infrastructure, tokens and other assets can be easily restricted from being 

sent to, or from, any account that meets configurable criteria. This facilitates the simple 

creation of regulatory-compliant assets (such as financial products), IDs, and non-

transferable votes. High throughput message queues for real-time, big data analysis of 
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transactions are accessible via the LARED infrastructure. Enterprises can control every 

client account, allowing for compliance and AML control mechanisms to be implemented to 

manage these transactions, as transaction reversals with full audit trails and accountability 

are available. Automated protocol-level compliance controls will apply to all on-chain 

activities, enforcing specific compliance requirements for all LARED infrastructure 

transactions. It utilises a proven platform that has already met and exceeded an EU Central 

Bank's security, regulatory and functional requirements for CBDCs.  

LARED supports aggregate transactions containing up to 1,000 inner transactions, and 

involving up to 25 different co-signatories. It can merge multiple transaction accounts into 

one by generating a single-use, disposable smart contract. This feature enables trustless 

swaps, the payment of fees on a user’s behalf, escrowed transactions, and many other easily 

configured business uses. LARED users can also create multi-level, multi-signature 

accounts (max three levels in-depth), allowing more complex account setups. This means 

that a transaction can be signed-off with multiple approvals, where needed. These permit use 

cases to implement various use cases, such as account recovery, anti-fraud monitoring and 

ordered multi-stage transaction approvals. 

LARED is built following a four-tiered architecture, making it more resilient, and faster, than 

current blockchains, with a capacity of over 3000 transactions per second. LARED is written 

in the familiar C++ language and supports JavaScript for the development of applications. 

The plug-in approach allows developers to introduce different ways of altering the chain's 

state via transactions, without modifying the core engine, or disrupting other features. APIs 

ensure seamless integration with existing enterprise systems and processes, as well as other 

networks and blockchains, while SDKs give internal developers a familiar and comfortable 

experience, without the need for proprietary programming languages. Further, it is premised 

on not creating a disequilibrium to the existing system, but rather allowing for sub-system 

migrations over time. Outlier and non-critical solutions can be ported across without risking 

the system. LARED ensures that a slowdown in one layer will not slow the others, and each 

of the layers can be updated independently. Due to its flexible architecture, developers can 

quickly fix bugs via plug-ins. Moreover, the LARED infrastructure is eco-friendly and has an 

advanced Proof of Stake (PoS) consensus algorithm.  

A contract plug-in framework makes LARED more resilient to human error and network 

attacks. LARED supports the compile-time substitution of its primary hash algorithm, which 

produces a 32-byte value from input data (SHA3). Security features are built into the 
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protocol, including multi-sig, encrypted messaging, and automatic escrow swaps, as per the 

market's highest standards.  

LARED has settlement finality implemented on the protocol level. Finality in the blockchain 

space is the way someone can tell if a transaction or block on a chain is at risk of changing in 

the future or not. This finality is vital because, without it, any transaction could theoretically 

be rolled back. Transaction finality in the LARED infrastructure currently takes up to 8 

minutes and is highly configurable. 

The LARED infrastructure reduces the costs and complexities in existing processes and 

provides a platform for new business models and innovation, bringing developers, projects, 

and enterprises together to create mutual benefits and value. Our purpose is to evolve the 

LARED ecosystem, and optimise the blockchain platforms to attain tremendous success 

across all aspects. By working closely together across the ecosystem, the Association will 

help make collective ambitions real. A robust and highly customisable blockchain solution 

can be utilised by financial institutions or entities from other industries as a basis to form its 

core operating platform in the long term. New and existing products and services can be 

developed, ported, and launched using this infrastructure. This bespoke, and yet highly 

flexible, solution allows the use case time to get accustomed to it, and to implement solutions 

on the fly, while not losing out on its growth path towards a blockchain-driven system. All 

aforementioned functions and features are already present in the current release of the 

LARED Testnet. 

Tokenomics 
The LARED infrastructure Consortium Network will be enabled by utilising two native 

blockchain tokens: a governance token called RED, and a utility token named LARED [LRD]. 

LRD has a fixed maximum supply of approximately 5B tokens. At network release, the supply 

will consist of 420M tokens, while other LRD tokens will be created as inflationary rewards 

over time. Consortium Network operated blockchain rewards will be released to each block 

producer based on its custom proof of stake (PoS) algorithm. The RED token is the 

blockchain governance and permission token of the LARED Blockchain infrastructure. 

Consortium members have a right to hold RED tokens during the period of their membership. 

RED tokens can be used for voting at the Blockchain protocol level, staking, and for playing 

a part in reward allocation for node operations (PoS - Proof of Stake), but cannot be 

transferred to any third party. The RED token also permits the operation of a LARED Staking 

and/or Finalizing Node. This means that RED token holders who run nodes, and/or stake 
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their RED, get transaction fees and LRD rewards during the inflation period of 120 years from 

the initial start. To improve the LARED infrastructure’s usage, a higher inflation rate is 

programmed into the protocol for the period from 2.5 months, up to 2 years. The Association 

extends Initial Membership Offerings (IMO) as an opportunity to join the LARED Consortium 

in the first phases of its development. IMO participants get the exclusive opportunity of 

becoming members with the initial membership pricing and can enjoy additional benefits.   
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INTRODUCTION 
There are already existing blockchain-based applications in the public and private sectors 

such as: crowdfunding (Conley, 2017; Li and Mann, 2018; Arnold et al., 2019) and general 

finance; the tracking of goods in supply chains (Abeyratne and Monfared, 2016; Tian, 

2016; Hepp et al., 2018) in medicine and manufacturing; authentication (Cruz et al., 2018; Ihle 

and Sanchez, 2018), and voting services (Swan, 2015a; Osgood, 2016); and many other 

sectors which already use blockchain or are under development. Blockchain is the most 

important invention in the world's history since the Internet (Roger Ver). Enterprises and 

governmental institutions are willing to have blockchain solutions and the associated 

benefits, from trustability, collaboration, and identification, to credibility, organisation, and 

transparency (Leible et al., 2019; Casino et al., 2018). However, this technology is still not 

being used on a large-scale, and therefore still has enormous potential. By 2025, the 

business value added by blockchain will grow to slightly more than $176 billion, then surge to 

exceed $3.1 trillion by 2030, according to a recent forecast by Gartner. 

In this fast moving world, security, privacy, and compliance/trust are the main challenges 

being faced. Yet, transaction speed, security and privacy levels, and compliance issues are 

enhanced manifold by blockchain solutions due to the various cryptographic linked chains 

(Bodkhe et al., 2020). Trust is a major problem for everyone because any third party can 

create issues with ongoing situations, or cause data breaches, thereby increasing the risk of 

data redundancy. Every business is based on transactions, and these transactions are often 

routed through third-party intermediaries, making processing time-consuming and 

expensive. In such scenarios, blockchain can be used to prevent hampering, and to establish 

trust as it uses the cryptographic hash for building blocks, and the immutable nature of the 

ledger (Bodkhe et al., 2020). Data privacy is another critical challenge in today's business 

world. Many systems encounter data breaches, leaks of personal information, unauthorised 

monitoring and eavesdropping, breaches in access control rights, and data stealing and 

leaking. With blockchain technology, data is stored immutably, utilising secure time-

stamping, public audit, and consensus, making the system robust against privacy issues 

(Bodkhe et al., 2020).  

Financial institutions and large enterprises are still avoiding the use of this technology due to 

the unclear, or non-existent regulations, while it remains an open question as to how or when 

it will be regulated. While some developed countries have fully embraced and regulated 

cryptocurrencies, cryptocurrencies exist in a legal vacuum in most countries. This slows its 
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use and adoption since the legal implications of owning and using cryptocurrencies also 

remain unclear, primarily to the consumers. Crypto asset issuers and service providers 

cannot fully reap the benefits of the market due to a lack of legal certainties around the 

regulatory treatment of crypto assets, in addition to the absence of a dedicated and coherent 

regulatory and supervisory regime.  

The traditional finance system runs on a centralised infrastructure managed by central 

authorities, institutions, and intermediaries. The centralised infrastructure runs with an entity 

that controls infrastructure, and data on it is obsolete and does not solve arising issues (De 

Roure et al., 2008). Simultaneously, decentralised finance is powered by the code running 

on the decentralised infrastructure (public blockchain). However, in some cases, public 

blockchain is not suitable for large corporations, especially for financial institutions, due to 

the governance model and invisible transaction paths. Consequently, larger enterprises, 

governmental and financial institutions use private network alternatives like Corda or 

Hyperledgers. Private networks suffer from decentralisation and transparency issues, as 

transactions cannot be cancelled or changed. These issues increase mistrust, and private 

blockchain networks do not fully match the needs of enterprises and governments. Until now, 

there were good reasons for why governments were commissioning permissioned 

blockchains, as opposed to building on public blockchain infrastructures.  

The long-term CBDC experiments and trials have begun: the Bank of Sweden’s digital Krona, 

the Bank of Lithuania’s digital collector coin, the Bank of Japan, etc. In the meantime, 

enterprises and governmental institutions have started to turn to the consortiums and/or 

public networks that are regulatory compliant, more efficient, and more robust than private 

alternatives. Global economies and businesses need global, decentralised, distributed 

ledger infrastructures with appropriate compliance mechanisms to scale and fulfil the 

market’s needs. 

The comparison between a permissioned and permissionless blockchain goes far more in-

depth and is connected to different factors like governance models and consensus 

mechanisms (Leible et al., 2019). Everyone is equal in all aspects in a permissionless network, 

but it also opens paths to system abuses. Therefore, a suitable consensus mechanism is 

mandatory for making collaborative decisions regarding how the underlying blockchain 

system develops, and in preventing malicious behaviour on the network. There is a need for 

transparent, structured infrastructure, neither public nor private, while each infrastructure 

needs a governance model that provides an appropriate community framework. 
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We offer trusted collaborative management in an open regulatory environment with Public-

Permissioned blockchain as a base. Every element in a technical infrastructure should be 

extensible to ensure sustainability in the whole ecosystem (De Roure et al., 2008). LARED 

provides a self-regulatory mechanism and technological infrastructure which ensures that 

developers, merchants, and consumers alike benefit from the compliance and security built 

into the infrastructure.  

This paper describes the LARED Association’s, and its associated infrastructure’s, value 

proposition. The first part covers the setup of the LARED Association. The second part is 

dedicated to the LARED infrastructure and its features. The last part of the paper covers 

tokenomics. 
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STRUCTURE OF THE LARED ASSOCIATION 
The LARED Association is an independent membership organisation headquartered in 

Switzerland. Switzerland has been a favoured destination for financial institutions and 

associations throughout the past 200 years. The country is known for its neutrality and 

discretion, and has the most advanced regulatory frameworks related to blockchain 

technology and digital assets. The Financial Market Supervisory Authority (FINMA) is open 

to innovation and commits to robust regulations, including ICO guidelines and a clear Anti-

Money Laundering Act (AMLA) for crypto assets.  

The Association aims to be a well-respected international institution. Collaboration is key 

while accomplishing the LARED mission. It is essential to share LARED’s values and beliefs 

in order to straighten the network the Association aims to create around this initiative:  

- Every reliable enterprise and public service should have access to blockchain’s perks; 

- Global, instant, and low-cost payment and/or data transaction networks that 

generate infinite economic opportunities and more businesses around the world; 

- Humanity increasingly trusts and demands distributed forms of governance; 

- An open and widely interoperable network with the highest standards of compliance, 

and a trusted governance model which is indispensable; 

- All are responsible for ensuring collaboration and fair integrity with the highest ethical 

and compliance standards.  

The Association is designed to facilitate the LARED infrastructure operations, provide 

support to its members, promote, develop, and expand the network, and ensure that the 

LARED network is compliant and safe (both the infrastructure and its members). The 

Association's purpose is to coordinate and provide a governance model for decision-making 

in the LARED network to overview the operations safely and in a compliant manner, and to 

further develop the LARED infrastructure. The Association oversees the development of the 

LARED infrastructure, and continuously evaluates new methods for enhancing privacy and 

compliance on the blockchain, while considering applicable regulatory requirements. 

The LARED Association's mission is to empower blockchain as infrastructure that facilitates 

enterprises, non-profit organisations, and the public sector, while leveraging the innovative 

approach of using distributed governance through Association members, and distributed 

technology. The infrastructure will enable others to leverage the efforts to build an 

innovative, safe, and compliant infrastructure that serves everyone. Additionally, a robust 
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governance model ensures compliance with applicable self-regulated laws and current 

regulations, while supporting the objectives of openness and inclusion.  

The Association seeks to submit the LARED Tokenomics documentation to FINMA for 

approval to ensure that this created model can be trusted, with the regulators' proof, ensuring 

that future members are safe and compliant to join the movement.  

The Association Council is composed of one representative per member organisation, which 

has equal rights and obligations. Each Council member is qualified to one vote on each 

matter, delivered to the Council for approval. Major policy decisions must have at least two-

thirds of overall positive Council representative votes for approval.  

The Association's members form a Board. The Board of the Association is elected to carry 

out the Association’s day-to-day activities, the Council's decision execution, and the 

Association's overall performance. Every year the Board is obliged to reach development, 

growth, and compliance goals, which have been approved by the Council.  

It is essential to highlight that the Board of the Association can only be elected from current 

members who have already passed the checks. To ensure that the compliance provision of 

the LARED network is guaranteed and maintained, each individual Board member will be 

required to pass personal, enhanced due diligence (EDD). In this way, the Association will 

ensure that due diligence is performed on validators as well. 
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Social Impact Advisory Board 
As LARED seeks to be sustainable and socially responsible, a Social Impact Advisory Board 

(SIAB) will be formed. It will support the Council and work closely with the Board members. 

While sustaining the visions of the LARED network, the SIAB will develop and strengthen 

social impact activities as an excellent social force. The SIAB will ensure that the LARED 

ecosystem achieves the United Nations’ Sustainable Development Goals (SDGs), evaluate 

network efficiency, and propose further required actions. The goal is to ensure that LARED 

leaves a positive mark on nature and society while making a real impact that improves lives 

and the planet at large.  

Technical Advisory Board & Technical Steering Committee 
Safety, integrity, and security are crucial to success while encouraging enterprises, non-

profit organisations, and governments to join the LARED network. Online transactions, 

especially payments, constantly face evolving security threats and other challenges. The 

Technical Advisory Board will play an advisory role for the Council and suggest features to 

develop a sustainable LARED infrastructure. The Technical Advisory Board will be elected 

from current members who build their use cases on the LARED Blockchain. The Technical 

Advisory Board will suggest which modules/features should be made available and 

developed over time, and whether these have satisfactory controls related to regulation, 

security or other risks.  

The LARED development team, the Technical Steering Committee, is responsible for the 

network’s overall architecture, development, and support. Training and the development of 

certification programmes and support for certified developers will fall under the 

responsibilities of this Committee.  

Compliance Department 
The LARED Association well recognises the importance of strong AML/CFT programmes 

and other mechanisms to prevent illicit activities and address threats and risks. The 

Association will support regulators, central banks, and lawmakers in the fight against money 

laundering and terrorism financing. While protocol-level controls will encourage the highest 

standards of compliance, the primary function of the Association will be performed by the 

Compliance Department. This department will establish a program designed to support 

association members in compliance matters. 
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A comprehensive framework is needed to ensure compliance, network-wide risk 

management, and robust standards for Anti-Money Laundering (AML), combating the 

financing of terrorism (CFT), and preventing illicit activities. This is especially relevant for 

financial technology companies and the general banking & finance sectors, including 

cryptocurrencies. Additional attention is required in this particular sector as it uses 

blockchain technologies far more often, and trust is especially sensitive to the clients in these 

sectors. Therefore, the Compliance Department, which will mainly overview the so-called 

‘Tier 1,’ plays a vital role in the Association’s structure.  

The department will operate as a supervisor to maintain a high level of LARED network 

compliance, monitor network transactions, detect and eliminate inappropriate activities, 

report potentially illicit activities, gather and escalate risk signals (like structuring), and 

recognise new methods employed by fraudsters.  

This department will additionally communicate with the Technical Steering Board to evade 

protocol compliance controls as needed. The department reports to the Board of the 

Association. When the Compliance Department team consistently identifies suspicious 

and/or unsanctioned activity of a particular member, the Board can cancel the member's 

membership. At the same time, the Compliance Officer may share supporting evidence with 

regulators and service providers, subject to applicable laws.  

The laws related to the licenses of financial institutions differ worldwide; therefore, the 

Compliance Department will seek to create a standard set of requirements, backed by FATF 

guidelines. This “Standard Set” is required to ensure high levels of compliance, reputability, 

and trustworthiness.  

A comprehensive Compliance Programme has been designed to meet related laws and 

requirements. The programme's core elements are based on FATF and ACAMS 

recommendations, including, but not limited to:  

The Compliance Team:  

- Will have a designated Chief Compliance Officer; 

- Will oversee reporting responsibilities; 

- Produce a framework for AML/CFT/sanctions, compliance policies, and procedures;  

- Execute risk-based due diligence on all members, Board members, certified 

developers and third-party providers; 

- Periodically review the AML/CFT/sanctions programmes as appropriate; 
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- Monitor the LARED infrastructure and network for potential suspicious and 

sanctioned activities, and increase the compliance of the network; 

- Organise Internal Compliance Audits; 

- Prepare and overview legal agreements with members and service providers. 

The Association will be working closely with regulators and will have the right to update the 

compliance framework as per a regulator’s feedback.  
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MEMBERSHIP 
The LARED Association allows geographically distributed and diverse businesses, public 

services, and non-profit organisations to join, while ensuring that only compliant and reliable 

entities can be part of the LARED Network. The Association distinguishes five tiers of 

membership: 

Tier 0 – Founding members, Initial Membership Offering (IMO) members (need to requalify 
within 36 months and dissolve) 
Tier 1 – Finance sector (including FinTech, SupTech/RegTech, Capital Markets, Insurance) 
Tier 2 – Public sector (including GovTech, DID, HealthCare) 
Tier 3 – Logistics, Manufacturing and Retail services (including track & trace, supply chain, 
retail, industry 4.0) 
Tier 4 – ICT, Consultancy, and other related services 

Tier 1 – Finance Sector 
Tier 1 includes the whole financial sector and companies that are registered, licensed, and 

overwatched by the regulators in their respective countries of operation. All entities that seek 

to become a member under this tier will need to demonstrate that they have a reasonable, 

risk-based compliance programme in place. Tier 1 will be reviewed by the Compliance 

Department on an annual basis. When a participant of the financial sector is not licensed 

(exchanges in Asia, Virtual Asset Service Providers, Designated Dealers, Unhosted Wallets, 

etc.), but are in line with their country's legislation, it must acquire certification approved by 

the Association to become a Certified tier 1 member. The highest level of due diligence will be 

applied to these companies. They will need to meet requirements established by the 

Association, which are expected to be consistent, in principle with those imposed under the 

FATF guidance. Certified tier 1 members will be reviewed at least twice a year, while the 

agreement will be detailed with precise requirements to follow FATF 40 recommendations, 

and the Association's compliance framework.  

Tier 2 - Public Sector 
The public sector faces several challenges and needs to be reinvented. Occasionally, 

technological breakthroughs occur that open up a whole new world of possibilities, and 

Blockchain technology is one of them. The low cost of transactions, combined with a high 

degree of security, promises a cost-efficient and secure way of storing public documents of 

various types. Additionally, it gives better interoperability due to its open and distributed 

architecture. This unlocks a wide array of possibilities for the public sector, and it is not a 
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surprise that governments worldwide have shown significant interest in blockchain 

technology. GovTech and blockchain are becoming one of the top priorities for many 

countries, while some institutions are already trying to adopt blockchain technologies. To 

name a few examples: the European Commission and its European Blockchain Services 

Infrastructure (EBSI), Estonia (digital government), the India (land registry), Switzerland 

(identity), Denmark (voting), Dubai (digital government), Georgia (land registry), Gibraltar 

(stock exchange), and many more (Woods, J., 2018). Moreover, the European Commission is 

encouraging blockchain technology on the legal and regulatory fronts, and supports 

blockchain initiatives financially. 

The LARED infrastructure can be beneficial for the Public Sector in various areas: 

- Identity management & attestation 

- Government records (personal records, land registration, etc.) 

- Healthcare 

- Voting, taxation & customs  

Public service use case adoption would add significant, favourable influence to 

environmental challenges, could make governments entirely paperless, and could minimise 

corruption. Additionally, with the current Central Bank Digital Currency (CBDC) movement, 

LARED could foster the development pace of CBDCs. 

To manage the risks, sanctioned countries as per the United Nations, the Office of Foreign 

Assets Control (OFAC) and EU measures shall not be admitted to the network. Additionally, 

the Association will avoid military services, as this amplifies the risk, and goes against 

Association values.  

Tier 3 - Logistics, Manufacturing & Retail Services  
Blockchain technology can be used, not only in financial and public services, but also in 

managing supply chains for companies and non-profit organisations in the field of 

manufacturing, agriculture, food, pharmaceuticals, e-commerce, airlines, hotels, and retail, 

as well as many other sectors. Besides the financial industry, supply chains are the clearest 

use case for retail blockchain as it involves multiple parties, large data volumes, and a need 

for transparency. In this regard, the LARED infrastructure allows data recording using well-

established cryptographic methods from numerous sources, making it ideal for the different 

entities involved in the retail supply chain. In this way, the supply chain, and data in it, is 

immutable and transparent, making it almost impossible to be fraudulently changed, and 
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most certainly so without detection. Unsurprisingly, companies like Walmart, Unilever, 

Nestlé, and Microsoft use blockchain solutions (Transmetrics, 2020). Moreover, it will be key 

to address supply chain system issues such as lack of interoperability, integrity, resilience, 

and transparency in a post-COVID-19 world, while the impact of blockchain solutions to such 

issues themselves will become more relevant and evident (World Economic Forum, 2020). 

For logistics players, retailers and others at the beginning of their path to discover the 

benefits of blockchain, the LARED project can be the solution for them.  

The potential members of the LARED infrastructure will need to pass due diligence, where 

issues like the ethical behaviour of suppliers and participants, the sustainability of raw 

materials, and compliance in meeting regulatory, waste management, working, and AML 

assurance conditions will be taken into consideration.  

Tier 4 – ICT, Consultancy, and Other Related Services 
The Association believes that cooperation is the future in this global fast moving world. Tier 

4 has been created to support the use cases of other tiers to ensure the best quality of 

services. This includes ICT, consultancy, legal institutions, and the varying range of 

enterprises that the Council of the LARED network finds useful. Tier 4 members are not 

obligated to have a use case, but compliance and ethical standards must be maintained.  

Tier 4 ICT companies that implement and support use cases/ any other tier members of the 

Association will need to complete the training and be certified by the Association, or by one 

or more vetted third-party certification providers approved by the Association. Certification 

will be provided to developers who have a right to develop and work on the LARED 

infrastructure and implement use cases. The Association will record and publish a list of 

certified ICT companies/developers and their statuses. ICT companies and their developers 

will be required to recertify on an annual basis. 

Tier 0 – Initial Members 
While the LARED Founders played a crucial role in creating the Association and the LARED 

blockchain infrastructure, they have no special rights within the Association. They can lose 

their membership status within 36 months if they do not recertify to one of the four 

aforementioned tiers.  
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Joining the LARED Association 
The safety and integrity of the LARED infrastructure are of the highest priority for the 

Association. The Association seeks to begin the journey with businesses, governments and 

non-profit organisations that hold a shared vision and values to facilitate a more connected 

global infrastructure, built and governed for social good. The goal is to have a significant 

international Association that ensures secure and compliant services for members' 

customers, and enhances Blockchain technology’s usage, while increasing society's trust. It 

is essential to establish a distinct path for membership renewal and expanded participation 

over time with a transparent process, while simultaneously taking safety, diversity, and 

integrity into consideration.  

The Association does not have a specific number of membership slots and seeks to have a 

large, sustainable, and trusted community. However, to draw high-level standards, every 

potential member must pass due diligence procedures before their admission to the 

Association, and before entering into legal framework agreements. Legal framework 

agreements consider cybersecurity risks and determine who is responsible when a client has 

a problem, or when the system itself has an issue. Every entity seeking membership to the 

Association must submit a request for approval by providing information containing:  

- The necessary information required to pass the due diligence process; 

- Business case information that allows for review if the use case can be implemented on 

the LARED network and has the potential to grow on it; 

- Proof of required, available technical specifications; 

- A representation that the entity has obtained all licenses and registrations required within 

its jurisdiction. 

After the due diligence process has been concluded, the Association’s administration will 

process the information and pass it to the Board for voting. If a potential member is applying 

for tier 1-3 membership, the Technology Steering Department will review the business model, 

its need for the LARED infrastructure, and evaluate the costs of blockchain implementation. 

In addition to conducting primary due diligence reviews for any future Members, the 

Association will also conduct periodic, ongoing, risk-based due diligence for existing 

Members.  

The Association will assist members in being legally compliant and secure by keeping the 

infrastructure up to date. In the event that a member undermines the compliance, integrity, 
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or safety guidelines, is unable to pay the membership fee, severely underperforms in the 

network, did not pass standard Association risk assessments, or faces other major 

governance challenges, the Board may urge them to fix such existing issues, or, in extremely 

severe cases, cancel the membership. Should this transpire, the relevant use case is unlinked 

from the LARED infrastructure, will be unable to provide its services using the infrastructure 

any longer, and the node, if one is held, must be returned to the Association, together with all 

governance tokens. The Association will support its members by organising internal training 

and consultations.  
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LARED INFRASTRUCTURE 
We understand that the governance model alone does not solve the problem, and that 

infrastructure is also essential for success. The world needs a reliable, trustworthy, and 

interoperable transaction system to ensure that asset transfers are secure and 

straightforward. Transferring valuable assets globally, in a compliant way, should be easy, 

cost-effective, and safer than ever before, no matter who, or where you are.  

As time goes on, the number of ledgers and applications grows, and reconciliation becomes 

a massive problem. A compounding outcome and risk exists when financial institutions, or 

other types of enterprises, start to transact with each other, each utilising many systems that 

may or may not be cooperative. Built over the decades, these systems have become a 

monolithic mash that is too expensive, and almost impossible to streamline. The best way 

forward, for any enterprise with sophisticated systems to add new services and solutions, is 

to continue implementing them onto their existing systems. From a technology standpoint, 

middleware becomes a thick layer that binds this monolithic construct, with a potpourri mix 

of traffic and information traversing across all different ledgers, applications, and services. 

Identifying the root cause of the problems and providing the necessary platform takes away 

many of the risks and difficulties, and allows financial institutions, or other types of 

enterprises, to take on new and more complicated service offerings that would otherwise 

have been too costly to consider. Currently, standardisation happens at the middleware level, 

and systems rely on this middleware to communicate. An external messaging system, ISO 

20022, serves transaction arrangements between financial or public institutions. SWIFT, 

which was designed more than 40 years ago, is currently the dominant service for messaging 

and transacting in the financial services sector. The SWIFT system is a proven piece of 

technology, albeit a highly inefficient one by today's standards, requiring some of these 

messages to be managed manually as it passes through multiple hops and switches. Banks 

and large corporations spend hundreds of millions of dollars every year to use the SWIFT 

system. When dissected, the Internet is just as good a message routing system, being more 

efficient and much cheaper to use. However, the effort to switch is a mammoth task, requiring 

everyone to participate in a switchover, which is an expensive, resource consuming exercise. 

There is enough evidence to suggest that the plurality of systems, coupled with the disjointed 

monolithic systems within the financial institutions themselves, contributes to much of the 

operational risks and inefficiencies that we witness today. 
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Blockchain has several unique properties that can potentially address some of the 

accessibility and trust issues. These include: distributed governance, which ensures that no 

single entity controls the network; open access, which allows anybody with an internet 

connection to participate; and security through cryptography, which protects the integrity of 

funds. But existing blockchain systems have yet to reach mainstream adoption. Mass-market 

usage of existing blockchain-based currencies has been hindered by their volatility and lack 

of scalability. 

LARED’s Built-in Features 
By evaluating existing options, the Association decided to adapt and customise existing 

NEM Symbol blockchain technology, and inherited all NEM Symbol native, built-in features 

to connect, combine and architect any blockchain-powered business solution. Although NEM 

Symbol technology was adopted as a base for the LARED infrastructure, it will most likely 

differ in the future once the LARED infrastructure further develops, adding additional 

features to meet the needs of its members. The LARED consortium network enables 

functional specifications and security requirements to be met through the following: 

Focused on Enterprise and Governmental Requirements. LARED provides the canvas for 

businesses to create, exchange, and protect value. The protocol has native compatibility with 

both public and private chains. Moreover, it is already tried and tested. The Bank of 

Lithuania’s digital collector coin infrastructure was developed using NEM Symbol technology 

by LARED developers and met all regulatory and institutional requirements and criteria. 

Designed for interoperability, users can preserve a permissioned ecosystem in a private 

chain and communicate freely with the public chain as a decentralised hub of data. This 

provides greater control over transaction fees, custody of sensitive data, and compatibility 

with existing company networks. Moreover, every account can hold multiple assets from 

multiple ledgers in the same blockchain so that these accounts can be used for all products 

and services offered by the use case. 

Increased Security is also one of the most discussed features, which is essential for a 

blockchain’s success. LARED comes with built-in safety features that remove any cause for 

concern. Contract plug-in framework makes LARED more resilient to human error and 

network attacks. LARED supports the compile-time substitution of its primary hash 

algorithm, which produces a 32-byte value from input data (SHA3). Security features are 

built into the protocol, including multi-sig, encrypted messaging, and automatic escrow 

swaps, as per the market's highest standards. Compared to other blockchains where, in 
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Hyperledger’s case, security features are primarily dependent on external company ICT 

security. Though Ethereum is mostly used as a blockchain, it cannot be proud of its security, 

as security features must be individually added to each project using smart contracts.  

Account & Token Restrictions. LARED tokens and other assets can easily be restricted from 

being sent to, or from, any account that meets configurable criteria, including holding other 

specified assets. This facilitates the simple creation of regulatory-compliant assets (such as 

financial products), IDs, and non-transferable votes. Restrictions - a configurable set of 

intelligent rules to block announcing, or receiving transactions for a specific account 

(freezing accounts). A feature that allows digital asset creators to control which accounts can 

transact with the asset. It only affects digital assets with the restrictable property, enabled 

explicitly at the moment of creation. Permissible access to accounts allows each person to 

access only what they can see. 

Faster & More Efficient. One of the most compared parameters in discussions about 

blockchains is the rate of TPS (Transactions per Second). TPS means the number of 

transactions that a network is capable of processing each second. While older generation 

blockchains, like the original Bitcoin blockchain or Ethereum, can process 5 and 15 

transactions respectively, the speed and efficiency of the LARED blockchain is unmatched: 

capable of over 3000 transactions per second, which is enough to run multiple projects on 

the blockchain. LARED's multi-tiered architecture and plug-in solutions improve flexibility, 

speed up processing and development times, and reduce costs. 

Enhanced Interoperability. LARED is interoperable to fit around any business needs. It is 

interoperable to allow the support of almost any business requirements. APIs ensure 

seamless integration with existing enterprise systems, processes and other networks and 

blockchains, while SDKs give internal developers a familiar and comfortable experience 

without the need for proprietary programming languages. The ease of using a blockchain is 

crucial to gather immense developing talent and to attract many use cases, which is 

especially important to the blockchain's success. LARED is written in the standard C++ 

language and supports Javascript for developing applications. This is ideal for integrating 

with current enterprise business systems. At the same time, Ethereum developers can code 

in multiple exotic programming languages, including Solidity, Vyper and Bamboo. In other 

words, the LARED infrastructure allows external centralised and decentralised applications, 

or smart contract solutions to transact using the blockchain. High scalability and a design 

based on the industry-standard tiered web architecture, commonly found in enterprise 

computing, make for a holistic offering yet to be seen in any blockchain solution. 
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ECO Friendly and Advanced Consensus Mechanism. LARED uses a modified Proof of 

Stake (PoS) consensus algorithm. The key concepts are borrowed from Proof of Importance 

(PoI). This new weighting attempts to capture the original intent of PoI, which was to award 

users preferentially, relative to hoarders, but not to suffer from the scaling issues inherent in 

the original PoI algorithm. In a primary Proof of Stake (PoS) consensus algorithm, the 

formation of a subsequent block in a blockchain is stochastically assigned to a token-holding 

stakeholder of the blockchain, weighted by a combination of factors relating to the 

stakeholder’s wealth. This improved protocol considers the stakes of accounts in the network 

and rewards active supporters based on their activity, diminishing the “rich-get-richer” 

problem. The combination of Transaction Score and Node Score has a multiplier effect when 

the Stake Score is low. Conversely, the multiplier effect is negligible when the Stake Score is 

high.  

Modular Architecture Supporting Plug-in Components. Flexibility is most important while 

seeking to scale the blockchain and make it accessible for the masses. LARED is built with a 

four-tiered architecture, making it more resilient, and faster than current blockchains. In 

contrast, Ethereum, a leading blockchain among new projects, scales through a combination 

of block size, block times and data compression, which is a less preferred method for 

expansion. LARED ensures that a slowdown in one layer will not slow the others, and each of 

the layers can be updated independently. The plug-in approach allows developers to 

introduce different ways to alter the chain's state via transactions, without modifying the core 

engine or disrupting other features. It is important to emphasise that LARED, when compared 

to others, has a very user-friendly "error handling process" for developers building use-

cases on its blockchain. Due to its flexible architecture, developers can quickly fix bugs via 

plug-ins, saving time and money, while other popular blockchains, such as Ethereum, have a 

complicated error handling process as there are no patches or fixes. In such cases, new 

contracts and forks are needed each time to solve particular problems. 

Aggregate Transactions. The LARED infrastructure can merge multiple transaction 

accounts into one by generating a single-use, disposable smart contract. The merge of 

transactions allows for trustless swaps, the payment of fees on behalf of a user, escrowed 

transactions, and many other easily configured business uses. LARED supports aggregate 

transactions, containing up to 1,000 inner transactions involving up to 25 different 

cosignatories. Other aggregate transactions are not allowed as inner transactions. 

Multi-Level Multi-Signature Transactions. LARED Users can create multi-level, multi-

signature accounts (maximum of 3 levels in depth) with "AND/OR" logic, allowing for more 
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complex account setups. This means that a transaction can be signed-off with multiple 

approvals, where needed. This enables use cases to implement various use cases such as 

account recovery, anti-fraud monitoring, and ordered multi-stage transaction approvals that 

are exceedingly difficult on other blockchains. It allows for agreement on more complex 

business logics due to multi-signature features and, in this way, enables innovative 

applications and business models. 

Transaction Costs. Another essential aspect for the success of the blockchain. Transaction 

fees in the LARED infrastructure are lower than Ethereum's and can be more easily managed 

through a public/private hybrid solution, and therefore less likely to spike during high network 

activity. Though, if we talk about Hyperledger, there is no public chain. Therefore, there are 

generally no transaction costs, although administrators pay for all other costs of running the 

network. 

Finally, it is essential to emphasise that LARED has settlement finality implemented on the 

protocol level. Finality in the blockchain space is the way someone can tell if a transaction or 

block on a chain is at risk of changing in the future or not. In general, finality is vital because, 

without it, any transaction can theoretically be rolled back. Finalisation in blockchains is rare, 

and only a few have it, i.e. Polkadot, Algorand, Tendermint, Cosmos, and NEM Symbol. This 

proves that the LARED solution is the most useful for a large variety of use-cases, not only in 

FinTech, but also at the governmental level, and for supply chains. Transaction finality in the 

LARED infrastructure currently takes up to 8 minutes and is highly configurable. 

In addition to these main features, the LARED infrastructure is also capable of: 

Transfer Transactions - The most basic transaction used to send digital assets and 

messages between two accounts. 

Cross-Chain Swaps - A built-in feature that enables the trade of tokens across different 

blockchains without using an intermediary party (e.g. an exchange service).  

Accounts Management - An account is a container for assets, which can only be modified 

with its private key. Due to the NoSQL database at the API layer, high throughput message 

queues for real-time analysis and big data analytics of transactions are accessible via LARED 

infrastructure. The institution can control every client account, allowing for compliance and 

AML control mechanisms to be implemented to manage these transactions as transaction 

reversal with entire audit trails and accountability are available.  
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Digital Assets - Digital tokens and assets on the blockchain, as well as digital currencies in 

the case of financial institutions, could also be a collection of more specialised assets such 

as reward points, shares of stocks, signatures, status flags, votes, or even land ownership 

records or non-fungible company certificates. 

Namespaces - Unique domain spaces on the blockchain can be linked to LARED accounts 

or digital assets/tokens. Functions in a similar way to internet domains. 

Metadata - Additional information that can be attached to accounts or digital assets as 

accounts and assets can have configurable metadata fields. 

The current infrastructure ensures security, scalability, and adaptability as it is backed by 

reliable blockchain technology, while developing and operating infrastructure that provides 

easy governance by the independent LARED Association. The LARED blockchain, as a 

software, will be open source for its members, designed in such a way that anyone who has 

the rights could develop on it, as it aims to grasp a global audience. This infrastructure is built 

to help enterprises & public services hold and transfer assets around the world and, in this 

way, smoothen operational costs to improve effectiveness.  
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Consortium Network High-Level Architecture 

The scheme below illustrates the High-level Network infrastructure architecture: 

It consists of a network of nodes (either permissioned or permission-less) networked 

together in a peer-to-peer (P2P) configuration. Transactions are broadcasted out, and each 

P2P node will record these transactions and verify them as they come in. At periodic intervals, 

called the block time, these transactions are grouped. The transactions undergo a hash 

process (digital fingerprinting) linking it to the previous block, and are then added as a new 

blockchain block of information. 

Each transaction becomes immutable and irreversible. Calculation of fees thereof will be 

extracted from the blockchain from another application via an API call. The user can access 

the user balance, and interact with the blockchain with any front-end application developed 

for any of the LARED use cases, to read from the blockchain through an API call. Analytics 

can once again be implemented on top, and the data extracted from the blockchain through 
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an API message queue call. Asset transactions and settlements are done through the user 

account directly on the blockchain. The blockchain system is border agnostic and can be 

multiple ledgers sitting in the same set of nodes. This gives rise to an effective system that 

transcends the shores of any country, and allows for numerous countries to operate, each 

with their own set of regulated rules (pertinent to the country of offer), and conditions (smart 

contracts) that can be implemented in a centralised or decentralised manner. Smart contract 

templates can be built and applied to any digital asset independently. The blockchain solution 

has a settlement mechanism that can be easily automated, cutting settlement times to be 

almost instantaneous and without intervention. This solution is already available in the 

LARED TestNet, while the LARED live version will enhance its performance and take it to the 

next level.  
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LARED TOKENOMICS  
The LARED infrastructure consortium network will be enabled utilising two native blockchain 

tokens: a governance token called RED, and a utility token called LARED [LRD]. Both are the 

native tokens of the LARED Foundation Consortium Infrastructure Network. REDs and LRDs 

serve critical functions in the LARED Network. 

LRD is a native LARED infrastructure digital asset classified as a utility. It does not bestow 

any rights to perceive financial gain, or any other portion of the LARED association or its 

infrastructure. LRD Initial Tokens are not for sale, as there is no crowd sale, and all LRD 

Tokens are given away for free, or earned through staking. LRD is used to pay for transactions 

to incentivise the network for nodes that process and record transactions, given the 

fundamental value as the fee of a functioning economy and ecosystem.  

Type: Utility Token 

Symbol: LRD 

Initial Supply: 420 M 

The Technology Used: Native and unique blockchain 

Max Supply: 5 B 

LRD has a fixed maximum supply of approximately 5B tokens. At network release, the supply 

will consist of 420M tokens, while other LRD tokens will be created as inflationary rewards 

over time. Like mining rewards, Consortium Network operated blockchain rewards will be 

released to each block producer based on its custom proof of stake (POS) algorithm. The 

inflationary mechanism is explained in the next section of this paper.  

21M of the LRDs from the Initial Supply are dedicated to Blockchain Development. This will 

ensure that the Association has enough resources to develop and operate on the LARED 

Blockchain. 8%, or 33.6M, will go to the Ecosystem Development Fund. LRDs from this fund 

are dedicated to the ecosystem and, based on the decisions of the Board, can be given to 

social businesses and start-ups which may find the LARED infrastructure beneficial for their 

use cases. 5% of the initial LRD Supply will be distributed to strategic partners and a further 

10% for token liquidity management. Another 5% will be used for social mining and marketing 

rewards. The idea is that users who help to build the LARED image and support the 

ecosystem should be rewarded. It is essentially a plug-in solution for any blockchain to assist 

it on its path to becoming a decentralised autonomous organisation. 12% of the total supply 

will be dedicated to Association operations funds to ensure that it has the appropriate 

endowment to run the Association.  
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The Initial Supply of LRD token is 420,000,000 LRD, which are to be distributed as follows:  

 

Half of the initial supply of LRD tokens will be distributed to initial membership offering 

participants and founding members. The Initial Membership Offering (IMO) is an opportunity 

to join the LARED Consortium in the first phases of its development. IMO participants get the 

exclusive opportunity to become members of this movement with the initial membership 

pricing, and enjoy additional benefits. IMO Part I will last two months from the initial start. 

Additionally, members joining in this part will receive a 40% LRD bonus. Members who will 

join the LARED Association four months after IMO Part I will receive a 15% bonus and be 

named IMO Part II members. The IMO Part III period will take place after IMO II and will last 

until three years have passed from the initial launch.  

All IMO distributed LRD will be partly locked, while 10% of all held LRD will be unlocked every 

quarter. Unlocked LRD can be used for various portions of the LARED infrastructure fees, 

such as transactions, aggregations, mosaics, namespaces, metadata, multi-signatures, 

hash locks, account restrictions, and transfers. 

The RED token is the blockchain governance and permission token of the LARED 

Blockchain infrastructure. Consortium members have a right to hold RED tokens during the 

time of their membership. Every member will have equal voting rights in the Association 

regardless of how much RED they hold. RED tokens can be used for voting at the Blockchain 

protocol level, staking, and for playing a part in reward allocation for node operations (PoS - 
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Proof of Stake), but cannot be transferred to any third party. The RED token also gives 

permission to operate a LARED staking and/or finalizing node. Members seeking to operate 

LARED nodes will be required to meet technical and security requirements. 

The total Supply of RED Token is 30,000.00, which is distributed: 

 

In the first three years, the Association seeks to attract new members and strategic partners 

who together will hold 75% of the total RED supply. The remaining 25% of the total RED 

token supply will be dedicated to strategic and social partners which may arise. Strategic and 

social partners need to be approved by the Board. If a member leaves the Association, all 

RED tokens must be returned to the Association. Simultaneously, their staking and/or 

finalising seed nodes need to be disconnected from the LARED infrastructure. Founding 

members will hold 15% of all RED tokens and have the same rights and obligations as any 

other Association member.  

Infrastructure seed nodes are nodes that have high uptime and will have multiple connections 

to many other nodes. They are used by the nodes first joining the network to get a list of other 

nodes to connect to. The LARED Association will have 7 (seven) seed nodes in total. As these 

nodes are the basis of the node infrastructure, they will require, in total, 3,000 RED tokens.  

Staking Rewards and Inflation 

Obtaining rewards for participation in the process of creating new blocks is called “staking.” 

In this process, the account that delegates its network importance score together with a 

vested stake to the node that makes a block, is rewarded with the transaction fees and 

inflation added in the block. Only members of the Association who hold and vest at least 15 

RED tokens will have staking nodes eligible to receive block rewards. Finalising nodes will 

finalise the blocks and ensure settlement finality. To have a finalising node, members will be 

required to hold and vest at least 60 RED tokens. All members retain the right to have a 
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LARED staking or/and finalising node and the associated staking rewards. Members who 

seek to operate a LARED node will be required to meet technical and security requirements, 

and to demonstrate the ability to run a Consortium node successfully.  

LRD tokens will be created as inflationary rewards over time to ensure the growth of the 

network. Consortium Network operated blockchain rewards will be released to each block 

producer based on its custom proof of stake (PoS) algorithm. Consortium members earn 

rewards just by holding and vesting a RED token balance and running nodes. The Association 

is the only party able to mint and burn LARED Tokens, meaning that RED token holders who 

run nodes, and/or stake their REDs, get transaction fees and LRD rewards during the 

inflation period of 120 years from the initial start. The inflation for members is distributed 

based on the number of RED tokens held, and important factors of the staking wallet address 

(PoS - Proof of Stake).  

To improve the growth of the LARED infrastructure’s usage, the higher inflation rate is 

programmed into the protocol for the period from 2.5 months up to 2 years (10 to 100 weeks):  

 

75% of all rewards will be distributed to Association members who stake RED tokens based 

on their Proof of Importance. In contrast, others will be given to the Association to ensure the 

development of the Consortium. 15% will be dedicated to the infrastructure’s development 

(5%) and the Association's operations (10%). 5% will be devoted to social good, meaning 

that which is received from staking LRD will be given to those who seek to reach one or more 

of the 17 Sustainable Development Goals (SDGs). In the long run, LARED may make their 

team, or a subsidiary, responsible for providing substantive support and capacity-building for 

the goals and their related thematic issues. 5% of that received from staking LRD will go to 
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the Ecosystem Development Fund and be given to social businesses and selected start-ups 

that may find LARED infrastructure beneficial for their use cases. 

 

In the same manner, the fees of transactions on the LARED infrastructure will be divided. The 

cost associated with a transaction primarily depends on the size of the transaction. The 

effective fee deducted from the account sending the transaction is calculated as the product 

of the transaction's size, and a fee multiplier set by the node that produces the block. 

Effective fee = Transaction Size x Block Fee Multiplier 

A node owner can configure the Block fee multiplier to all positive values, including zero, 

while setting their node. 

LRD Inflation Mechanics from the date of launch until the end of inflation: 

 


