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Disclaimer

Please note that this risk disclosure is not exhaustive of all risks associated with trading TRX. Investors
should perform their own assessment to determine the appropriate level of risk for their personal
circumstances. Be sure to do your own research and due diligence while taking into account your own
financial situation and risk tolerance. Please review the Risk Summary for additional discussion of
general risks associated with the assets made available in the platform. These materials are for
general information purposes only and are not investment advice or a recommendation or solicitation
to buy, sell or hold any crypto asset or to engage in any specific trading strategy. The information
contained in this risk disclosure is based on publicly available information that may be inaccurate,
incomplete, or change at any time.

What is Tron and how does it work?

Tron is a decentralized, EVM-compatible blockchain platform designed to enable developers to create
and distribute decentralized applications (dApps) with high throughput and low transaction costs. The
native token, TRX, powers the ecosystem by paying for transaction fees and by serving as the governance
and staking token for network consensus. For more information on TRX staking and fees, please visit our
crypto staking and overview of on-chain staking pages.

Tron uses a delegated Proof of Stake (dPoS) consensus mechanism in which TRX holders vote for “Super
Representatives” who validate transactions, produce new blocks, and participate in governance
decisions. Block production rewards and transaction fees are paid out in TRX. Through its EVM
compatibility, Tron supports Solidity-based smart contracts, allowing developers familiar with Ethereum
tooling to deploy dApps seamlessly. The network claims a throughput capacity of up to 2,000
transactions per second, prioritizing entertainment partnerships and stablecoin transactions through
assets such as USDT, USDC, BTT, JST, and USDD.

Who is behind the project?
Tron was founded in September 2017 by Justin Sun, who previously served as CEO of the Chinese social

media app Peiwo. Since the May 2018 MainNet launch, the project has integrated BitTorrent (acquired
July 2018) and completed full decentralization into a community-governed DAO in December 2021.

Tokenomics of Tron

TRX employs an issuance model without a fixed maximum supply; however, following the full vesting of
the initial 100 billion TRX in December 2021 and the implementation of a 1 percent transaction fee burn
mechanism, the network has maintained a net deflationary supply. Percentages refer to total supply. As
of early September 2026, the circulating supply is approximately 94.95 billion TRX according to
CoinMarketCap.
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General Risks

Like all other digital assets, there are some general risks to investing in TRX. These include short history
risk, volatility risk, liquidity risk, demand risk, forking risk, code defects, cryptography risk, regulatory risk,
concentration risk, electronic trading risk and cyber security risk. For more information on general risks
associated with smart contracts and digital assets, see Kraken’s Risk Statement.

Risks specific to Tron

Competition

The Tron network faces competition from other smart contract platforms such as Ethereum, Binance
Chain, Avalanche, and others. TRX’s value derives from its broader adoption in the market. If the Tron
network fails to achieve sufficient adoption compared to the other options in the market, this could
negatively impact the value of TRX.

Staking Risk

Staking TRX does not divorce the holder from the same market and technical risks of merely holding TRX.
The yield earned through staking is denominated and earned in TRX. Over time, the total balance of TRX
will increase for stakers but this does not guarantee its market value also increases in tandem.

Lacklustre market adoption and unforeseen technical problems can negatively impact a holder’s return
on staked TRX. Projected annual rate is an estimate based on the average staking rewards accrued over
the past period, before commission, and is subject to change. Staking involves risks including no
guarantee of rewards, potential loss from slashing or hacks, and depreciation in the value of assets while
staked. Please refer to Kraken's Terms of Service for additional information.

Regulatory and Litigation Risk

On March 23, 2023 - the United States Securities and Exchange Commission (SEC) charged Justin Sun,
and three of his wholly-owned companies, alleging the unregistered offer and sale of crypto asset
securities and fraudulent manipulation of the secondary market for TRX through extensive wash trading.
This involves the simultaneous or near-simultaneous purchase and sale of a security to make it appear
actively traded without an actual change in beneficial ownership. If Justin Sun is found to be guilty, this
may have consequences for the price of TRX.

Due Diligence

Prior to listing on the Kraken platform, Kraken performed due diligence on TRX and determined that TRX
is unlikely to be a security or derivative under UK securities legislation. Our analysis generally includes,
but is not limited to, reviewing publicly available information on the following:

e The creation, governance, usage and design of TRX, including the source code, security and
roadmap for growth in the developer community and, if available, the background of the
developer(s) that created TRX;

e The supply, demand, maturity, utility and liquidity of TRX;



® Material technical risks associated with TRX, including any code defects, security breaches and
other threats concerning TRX and its supporting blockchain (such as the susceptibility to hacking
and impact of forking), or the practices and protocols that apply to them; and

® Legal and regulatory risks associated with TRX, including (i) any pending, potential, or prior civil,
regulatory, criminal, or enforcement action relating to the issuance, distribution, or use of TRX,
and (ii) consideration of statements made by any regulators or securities regulatory authorities
in the UK, other regulators of the International Organization of Securities Commissions, or the
regulator with the most significant connection to TRX about whether TRX, or generally about
whether the type of crypto asset, is a security and/or derivative.

Don’t invest unless you’re prepared to lose all the money you invest. This is a high-risk investment
and you should not expect to be protected if something goes wrong. Take 2 mins to learn more.

Payward Ltd (trading as Kraken) is registered as a cryptoasset firm with the Financial Conduct Authority
(FRN: 928768) registered office at 6th Floor, One London Wall, London, EC2Y 5EB. Cryptoasset services
offered by Payward Ltd are unregulated and not covered by the Financial Services Compensation Scheme
as well as the FCA’s consumer protection regulations. Note the value of cryptoassets can go down as well
as up, gains may be subject to Capital Gains Tax and there may be extra charges when paying via credit
card from your provider.
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