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Executive Summary

LBTC is a liquid staked Bitcoin token issued by Lombard Finance, representing BTC staked through the Babylon Bitcoin Staking
Protocol. Launched in August 2024, it became the fastest-growing yield-bearing BTC token in crypto history, reaching over $1.5B in
circulation across 12 ecosystems including Ethereum, Base, and Solana.

LBTC differs from cbBTC, WBTC, and xBTC in one critical way: it is yield-bearing. Each LBTC is redeemable for a monotonically
increasing amount of BTC over time, as staking rewards from the Babylon protocol accrue into the token's exchange rate. The yield is
currently approximately 0.5% denominated in BTC modest in absolute terms, but earned on Bitcoin without any fiat or stablecoin
exposure, and without selling the underlying BTC position.

LBTC is not a rebasing token. Like SOL LSTs, the quantity of LBTC stays constant while the BTC-per-LBTC redemption rate increases.
This means oracles must use a redemption rate model rather than a spot price model to correctly reflect accumulated value.

LBTC introduces the complexity of the Babylon staking protocol as an additional layer relative to non-yield-bearing BTC wrappers. The

security model relies on Babylon's design being sound and the cryptographic finality guarantees of Bitcoin's timelock contracts holding.
To date, Babylon has operated without material exploit.

(O Recommendation: Approved for listing with conservative initial parameters reflecting the Babylon protocol dependency and
the token's relatively early Solana TVL compared to cbBTC. Borrow cap to be revisited as Solana TVL and DEX liquidity grows.

Protocol Overview

Attribute Details
Asset Type Yield-bearing liquid staked BTC (LST equivalent for Bitcoin)
Issuer Lombard Finance

Staking Protocol

Blockchain

Total Circulating Supply

APY (approx.)

Yield Source

Oracle

Bridge

Babylon Bitcoin Staking Protocol

= Solana (SPL, natively issued) + EVM chains

>$1B across all chains (as of early 2026)

~0.5% denominated in BTC (variable)

Babylon staking rewards

Pyth feed - redemption rate model

LayerZero (Ethereum - Solana cross-chain)

Custodial Consortium 14 institutions: OKX, Galaxy, Wintermute, and others

Minting Stake BTC from a Bitcoin address - receive LBTC on Solana
DEX Integration ©r Meteora (cbBTC/LBTC pool)
Risk Analysis

A. Babylon Protocol Risk

Babylon is the foundational staking infrastructure for LBTC. The Babylon protocol enables Bitcoin to be staked trustlessly using
Bitcoin's own script capabilities BTC is timelocked in a staking contract on the Bitcoin network itself, with cryptographic finality
guarantees enforced by Bitcoin. This is structurally different from wrapped BTC custody: Babylon does not require a trusted custodian
to hold BTC on behalf of users in the conventional sense. Instead, the staking contract enforces rules at the protocol layer.

The risks specific to Babylon include: smart contract bugs in the Bitcoin script logic, economic attacks on the Babylon consensus layer,
and the early-stage nature of the protocol relative to mature staking systems. Babylon launched mainnet in 2024 and has operated
without incident, but has a shorter track record than, for example, Ethereum's liquid staking protocols. Lombard's use of a 14-institution
custodial consortium for the issuance layer provides additional redundancy above what Babylon provides at the Bitcoin level.

B. Custody / Issuance Risk

The custodial consortium of 14 institutions including Galaxy, OKX, and Wintermute governs LBTC issuance, with no single institution
able to unilaterally control the underlying BTC. This multi-party structure is stronger than single-custodian alternatives like cbBTC for
adversarial resistance, though it introduces coordination risk: agreement among enough consortium members is required for
operational decisions. The consortium model is well-established in institutional DeFi and has operated without reported incident since
LBTC's launch.

C. Bridge / Cross-Chain Risk

LBTC is natively issued and redeemable directly on Solana Solana is a first-class supported chain with no Ethereum or bridge
dependencies for pricing or liquidity. Users mint LBTC by staking BTC from a Bitcoin address directly to a Solana destination address
via the Lombard dApp.

D. Yield / Oracle Risk

LBTC's BTC-denominated yield (0.5%) is lower than SOL LST vyields in absolute percentage terms, but it accrues in BTC, which provides
a different risk profile than SOL-denominated staking yield. The low yield level means the difference between the LBTC spot price and
its BTC redemption value is small, reducing the magnitude of potential oracle-related mispricing. Pyth provides the price feed for LBTC
on Solana. For lending protocol integration, a redemption rate model (similar to the RR model used for SOL LSTs) is the appropriate
oracle structure to capture accrued BTC value. Any spot-only oracle would systematically undervalue LBTC and create liquidation risk
for borrowers.

E. Liquidity Risk
LBTC on Solana is newer and has lower DEX liquidity than cbBTC. Meteora hosts the primary LBTC/cbBTC pool currently providing $2M

in slippage-free sell-side liquidity. Lombard and its institutional partners committed meaningful incentives to bootstrap Solana liquidity
at launch.

Integration Parameters

Parameter Value

LTV Ratio 75%

Liquidation Threshold 80%

Liquidation Penalty 3%

Max Borrow Cap $100M

Oracle Chainlink BTC/USD x LBTC Redemption Rate

The 75% LTV is lower than cbBTC (85%) to reflect the additional protocol layer (Babylon) and lower Solana DEX liquidity. The liquidation
penalty (3%) reflects the less mature Solana liquidation ecosystem for LBTC and the importance of attracting liquidators given thinner
pool depth.

The oracle must use a redemption rate model. Using a spot price feed alone without the redemption rate multiplier would undercount
collateral value and create unnecessary liquidation risk for depositors.

Outstanding Conditions & Monitoring

e Monitor Babylon protocol governance and any staking contract upgrades on a quarterly basis.



