
TaoBase Inc.
www.taobase.ai

A Bittensor Holding Company
June 2025

Access the Latest Version Online

http://taobase.ai
https://taobase.ai/wp-content/uploads/2025/05/TaoBase.pdf


TaoBase Inc.  | Institutional Access to the Future of Decentralized AI

2
www.taobase.ai

TaoBase, Inc. (“TaoBase” or “the Company”) is a Delaware 
C-Corporation created to give institutional stakeholders a 
professionally managed gateway into the rapidly growing de-
centralized artificial intelligence (deAI) ecosystem. TaoBase’s 
focus is on Bittensor, a pioneering blockchain network for 
decentralized AI computation, coordination, and incentives. 
In essence, TaoBase is a Bittensor-aligned platform designed 
to manage and deploy assets across decentralized AI infra-
structure. By purchasing equity in TaoBase, participants gain 
exposure to the growth of decentralized AI without having 
to manage crypto tokens, run blockchain nodes, or handle 
staking themselves. The Company’s mission is to deliver 
long-term value by actively managing and growing assets 
within the Bittensor ecosystem.

TaoBase views Bittensor as the “Bitcoin of AI” In the way 
Bitcoin decentralized money and Ethereum decentralized 
finance, Bittensor aims to decentralize intelligence. It is 
building an open, permissionless network where AI models 
compete and collaborate in a global token-driven market-
place. In our view, Bittensor today is similar to Bitcoin in 
2012 or Ethereum in 2016: early in its adoption, structurally 
advantaged, and positioned for rapid growth as network 
effects accelerate. As of May 2025, Bittensor’s network has 
an estimated market capitalization of roughly $3 billion, with 
about 41% of its 21 million fixed-supply TAO in circulation. 
For context, Bitcoin’s market cap is around $2 trillion and 
Ethereum’s is about $220 billion. If Bittensor were to grow 
to Ethereum’s current size, the value of TAO could increase 
over 70× from today’s levels, while reaching Bitcoin’s scale 
would imply roughly a 660× increase (even without any 
further growth in Bitcoin or Ethereum). We are not sug-
gesting Bittensor will exactly mirror Bitcoin or Ethereum’s 
trajectories. However, we regard it as a foundational protocol 
for decentralized AI—much like Bitcoin became the base 
layer for decentralized value transfer and Ethereum did for 
decentralized applications. TaoBase was created to bridge 
traditional capital markets with this decentralized AI 
economy. By participating via TaoBase, participants gain the 
upside of Bittensor’s growth while enjoying the governance, 
reporting standards, and legal protections of a regulated U.S. 
corporation.

Key benefits for participants include several advantages that 
come from participating through TaoBase rather than directly 
in tokens. First, TaoBase provides professional management 
by actively handling token purchases, staking, validator 
selection, subnet participation, and governance on behalf of 
its shareholders. It leverages insider knowledge and technical 
expertise within the Bittensor ecosystem that would be 
difficult for individual participants to match. Second, par-
ticipating through TaoBase ensures operational simplicity: 
participants avoid the technical burden of managing crypto 
wallets, private keys, or running blockchain nodes, since 
TaoBase takes care of all these complex backend operations. 
Third, TaoBase’s status as a U.S. corporation provides regu-
latory transparency—audited financials, board oversight, and 
compliance with securities laws—offering the clarity and 
protections of a traditional investment vehicle and helping 
to reduce the legal uncertainties that often come with direct 
crypto investments. Finally, TaoBase offers future liquidity 
potential by planning for a public listing or regulated offering 
(such as a Reg A+ issuance) when the time is right, which 
could allow participants to easily buy or sell their stake and 
attract a broader investor base. In summary, TaoBase offers a 
way to invest in the promise of decentralized AI with signifi-
cantly lower hassle and risk than a do-it-yourself approach.

TaoBase’s leadership is deeply embedded in the Bittensor 
ecosystem, with early participation, strong relationships, and 
firsthand knowledge of the protocol’s technical, economic, 
and governance dynamics. This insider perspective positions 
TaoBase to access exclusive opportunities across subnets, 
validator operations, and governance that would not be 
available to outsiders. In short, TaoBase offers participants 
a gateway into what we believe is the next foundational 
protocol of the AI economy—a decentralized, incentive-
driven, globally accessible “supercomputer” for machine 
intelligence.

Robert Greer (Chief Executive Officer) – Rob began his career 
in investment banking at Bank of America Merrill Lynch, 
then moved into private equity focusing on middle-market 
companies. He later became a serial entrepreneur, founding 
the M&A advisory firm SovDoc and a direct-to-consumer 
health company, Avenir. Rob has long been an avid investor 
in both cryptocurrency and AI, with a deep interest in their 
convergence. He discovered Bittensor in early 2024 and 
quickly became a strong believer in its potential, viewing it 
as a once-in-a-generation opportunity on par with Bitcoin’s 
emergence in the early 2010s.
Nick Coscia (General Counsel & COO) – Nick is a seasoned 
securities and corporate attorney with over 40 years of ex-
perience advising companies on SEC compliance, corporate 
governance, and public offerings. He previously served at the 
U.S. Securities and Exchange Commission and later built a 
private practice specializing in helping companies go public 
(including Reg A+ offerings and micro-cap listings). Nick is 
leading TaoBase’s legal structuring and offering documenta-
tion, bringing deep expertise in regulatory compliance and 
investor protection. A personal investor in the Bittensor 
ecosystem, Nick shares the conviction that decentralized AI 
represents a once-in-a-generation opportunity.
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2.1.1 Why Decentralized AI, Why Now

Artificial Intelligence (AI) is not just another tech trend—it’s 
a structural transformation of the global economy. Analysts 
project the AI sector will exceed $1.8 trillion in annual value 
by 2030 as AI becomes woven into nearly every industry’s 
infrastructure, from finance to healthcare, logistics to law. 
AI is set to redefine how decisions are made and how value 
is created across society. This rapid progress is evident in 
several areas: current AI models exhibit unprecedented capa-
bilities (for example, language models like GPT-4 achieving 
human-like performance on certain tasks), open-source AI 
efforts are quickly closing the gap with corporate labs, and an 
intensifying competition is underway to develop ever more 
advanced AI systems. In short, AI capabilities are expanding 
faster than almost anyone predicted.

However, AI’s trajectory is not purely a story of positive 
innovation; it’s also raising critical questions about who 
controls this technology. These questions set the stage for 
why decentralized AI is becoming so important right now.

2.1.2 The Problem of Centralization

Today, a small group of powerful organizations holds the 
reins of the most advanced AI models. Companies like 
OpenAI, Google, Meta, and a handful of government-
affiliated labs control the cutting edge of AI research and 
deployment. This centralization has serious implications:

- Concentrated power: The economic benefits of AI could 
flow to only a few entities, creating outsized influence and 
wealth for those players while others are left behind. A 
single corporation or government could end up monopolizing 
AI-driven industries.

- Opaque decisions: When AI systems are proprietary, critical 
decisions made by AI (in finance, healthcare, media, etc.) 
might be based on algorithms that outsiders can’t inspect or 
understand. Society could be subject to “black box” decisions 
with little transparency or accountability.

- Potential misalignment: If AI development is controlled 
by a handful of actors, the values and priorities of those 
actors will shape how AI evolves. This raises the risk that 
AI systems will serve the narrow interests of their creators, 
rather than the broader public good. 

 1. Professional 
Management

TaoBase handles token 
purchases, staking, validator 
strategy, subnet positioning, and 
governance for you.

 3. Regulatory 
Transparency

Audited financials, board 
oversight, and legal compliance 
reduce investor risk.

4. Future Liquidity

Equity in TaoBase may convert 
into liquid shares through Reg 
A+ or future IPO.

2. Operational 
Simplicity

No need to manage wallets, keys, 
or nodes — TaoBase simplifies 
backend operations.

"TaoBase lets you invest in decentralized AI - with the ease, security, and 
transparency of a traditional fund."

Why Invest Through TaoBase Instead of Directly Holding TAO?

Figure 1 
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This scenario is not hypothetical—it’s the direction AI 
is headed in under the current paradigm. That is why 
decentralized AI is needed: to counteract these trends by 
distributing the development and control of AI across a much 
wider community, rather than letting it concentrate in a few 
hands.

2.1.3 The Rise of Decentralized Infrastructure

In parallel with the rise of AI, the past decade has seen 
the emergence of decentralized infrastructure to tackle 
exactly the kind of concentration issues described above. 
Blockchain networks have proven that it’s possible to build 
and govern critical systems without centralized authorities. 
Bitcoin provided a way to transfer and store value without 
central banks, relying instead on a distributed network of 
participants. Ethereum created a decentralized platform for 
applications and agreements (via smart contracts), reducing 
reliance on any single company to run those applications.

Now, Bittensor applies these decentralizing principles to 
intelligence itself. Bittensor’s design takes the best of what 
came before and extends it to AI. Like Bitcoin, Bittensor uses 
a token-incentivized system (TAO) to reward a distributed 
network of actors (AI model providers and validators) for 
their work. Participants earn TAO by contributing useful AI 
computations, much as Bitcoin miners earn BTC for con-
tributing computing power. And like Ethereum, Bittensor 
is open and extensible: anyone can build on it by launching 
a specialized subnet for a particular AI task, yet all these 
subnets interoperate through the common TAO token and 
protocol. In effect, Bittensor creates a neutral, transparent 
marketplace for AI. Researchers or developers anywhere can 
contribute models to the network, have their work evaluated 
openly, and be rewarded in TAO if their contributions are 
valuable. By bootstrapping this open marketplace for intel-
ligence, Bittensor enables academics, independent engineers, 
and organizations alike to collectively build and benefit 
from AI models, rather than having to rely on permission or 
funding from tech giants.

2.1.4 Two Exponential Trends Converging

We see our participation thesis at the intersection of two 
powerful exponential curves in technology:
• The AI Boom: AI capabilities and adoption are accelerat-

ing at an exponential rate. Breakthroughs in machine 
learning are happening faster than expected, and AI is 
being integrated into products and services at a breath-
taking pace. This suggests a massive value creation curve 
for those who are positioned in the AI sector’s growth.

• The Decentralization Megatrend: Decentralized protocols 
(blockchains, open networks, and related technologies) 
have moved from niche experiments to real-world 
systems handling billions of dollars and users. They 
have proven they can reshape industries like finance, 
supply chain, and now (potentially) AI by enabling open, 
trustless collaboration on a global scale.

Bittensor sits at the convergence of these two trends. It’s 
leveraging the decentralized architecture pioneered by crypto 
to organize and accelerate the development of AI. When two 
exponentials combine, the result can be a super-exponential 
outcome—this underpins our conviction that the coming 
together of advanced AI and decentralized blockchain infra-
structure is creating a once-in-a-generation participation 
opportunity.

1. Power Concentration

2. Opaque Decision-Making

3. Misaligned Incentives

Token-incentivized collaboration

 "In short, Bitcoin decentralized money, Ethereum 
decentralized finance, and now Bittensor is 

poised to decentralize intelligence"

Bitcoin Bittensor

Ethereum

The Problem of Centralization

The Rise of Decentralized Infrastructure

Figure 2-3
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2.1.5 Why Now?

The timing for decentralized AI is critical. AI is becoming too 
powerful and ubiquitous to remain in the hands of a few, and 
the limitations of centralized control (in terms of innovation 
bottlenecks, monopolistic practices, and societal risks) are 
becoming increasingly apparent. At the same time, decen-
tralized technology like Bittensor has matured enough to 
provide a credible alternative. Bittensor is operational today, 
not just a theory, and it’s early in its growth curve—meaning 
there is significant upside if it captures even a fraction of the 
global AI market as it matures.

In summary, decentralized AI isn’t just an idealistic alterna-
tive; it appears to be a structurally inevitable development 
as AI becomes more central to our world. The question is no 
longer if AI will decentralize, but when and how. Bittensor 
represents a concrete answer to that question, and it is 
happening now. For TaoBase and its participants, this means 
we are positioning ourselves at the forefront of a major 
paradigm shift. By participating at this stage, we aim to 
benefit from the full arc of growth as AI transitions from 
closed, centralized systems to open, decentralized networks.

2.2 Bittensor: The “Bitcoin of AI”

While TaoBase is our participation vehicle, the foundation 
of our thesis is the strength of the Bittensor network itself. 
Bittensor is often likened to the “Bitcoin of AI” because it 
aspires to do for intelligence what Bitcoin did for money: 
remove centralized gatekeepers and create a global, decen-
tralized system driven by incentives. In this section, we 
delve into what makes Bittensor special and how TaoBase 
leverages a strategic advantage within this ecosystem.

2.2.1 Toward a Decentralized AI Supercomputer

If Bitcoin decentralized finance (as a store of value and 
payment system) and Ethereum decentralized applications, 
Bittensor aims to decentralize intelligence by creating what 
is, in effect, an open AI supercomputer. It enables anyone, 
anywhere to contribute to or benefit from AI development. 
For example, an AI researcher can contribute a model to 
Bittensor (becoming a “miner” who provides useful compu-
tation), another participant can validate the outputs of those 
models (acting as a validator), and groups of collaborators 
can launch specialized AI subnetworks for particular tasks 
(creating new “subnets”). All these contributors earn TAO 
tokens for the value they add. In this way, Bittensor sets up 
a competitive and collaborative marketplace for AI: useful 
work is rewarded, and the network continuously learns 
which models perform best by evaluating them.

Participants are incentivized through Bittensor’s consensus 
mechanism, called Proof of Intelligence. Unlike traditional 
blockchains that reward brute computational work (proof-
of-work) or capital stake (proof-of-stake), Bittensor 
rewards useful and verifiable AI work. In practice, validators 
in the network continuously evaluate the output of AI model 
providers on each subnet, and the protocol allocates more 
TAO rewards to the models that produce the most valuable 
results. This approach ensures that one cannot simply buy 
their way to prominence in the network with hardware 
or tokens; they must actually contribute high-quality AI 
outcomes.

This consensus model has several important implications. 
First, every validator effectively acts as an oracle of quality, 
scoring how good the AI outputs are. Second, every AI model 
(or “miner”) must compete on performance and usefulness, 
not just computing power—vast hardware alone won’t earn 
rewards unless it yields high-quality intelligence. Third, each 
TAO token that is minted as a reward represents a piece of 
validated intelligence added to the network, rather than just 
an expenditure of electricity or capital. By aligning incen-
tives with the quality of AI contributions, Bittensor’s design 
encourages the network to improve over time in capability, 
diversity, and reliability. In short, intelligence itself is the 
“work” being proved in this network, making Bittensor a 
consensus-driven AI supercomputer that grows stronger as 
more people contribute good models.

2.2.2 Current Market Position

Since its mainnet launch in 2021, Bittensor has demonstrated 
impressive early traction. The network already hosts over 100 
active subnets as of May 2025, with roughly two new subnets 
launching each week – a pace that indicates lively innovation 
and interest in building on the platform. It has also attracted 
a robust community of validators and AI model providers, 
including participants from the tech industry, academia, 
and crypto-native circles. The diversity and dedication of 
this community help secure the network and continuously 
improve its AI outputs. Importantly, serious blockchain par-
ticipants have taken notice: leading crypto-focused firms 
such as Digital Currency Group (DCG), Polychain Capital, 
Pantera Capital, and dao5 have accumulated significant TAO 
positions. In April 2025, Grayscale (known for its Bitcoin 
and Ethereum trusts) even launched the Grayscale Bittensor 
Trust for accredited participants, marking one of the first 
traditional participation vehicles for TAO. This kind of 
institutional involvement brings liquidity, oversight, and 
credibility to Bittensor, further legitimizing it in the broader 
market.

https://www.sovdoc.com
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Despite these positive signs, Bittensor is still in an early stage 
of market recognition. Its approximately $3 billion market 
cap (as of May 2025) is a small fraction of the value it could 
reach if Bittensor becomes core infrastructure for global AI. 
By comparison, Bitcoin and Ethereum had similarly modest 
footprints in 2012 and 2016 respectively (relative to their 
eventual potential). This underscores the significant room 
for growth ahead as Bittensor matures from a promising 
protocol into a widely adopted network. For participants 
in TaoBase, this early stage means we’re not only exposed 
to the current value of Bittensor, but also to its substantial 
growth potential as broader awareness and adoption set in.

2.2.3 A Platform, Not a Single Project

It’s important to note that Bittensor is not just one specific 
AI model or application; it’s a platform for decentralized 
intelligence coordination. This distinction makes Bittensor 
highly adaptable and resilient. Because it is a platform, 
Bittensor invites open participation from all kinds of con-
tributors. Developers can build new tools or models on the 
network, researchers can introduce novel algorithms, and 
organizations can integrate Bittensor into their AI workflows 
or build services on top of it. The protocol supports an entire 
ecosystem of subnets: each subnet can specialize in a certain 
domain (one might focus on language translation, another 
on medical diagnostics, another on image recognition, etc.), 
and yet all are economically interconnected through the 
TAO token and the core Bittensor infrastructure. Every new 
subnet that launches isn’t an isolated project; it adds both 
capacity and connectivity to the overall Bittensor network. 
The network can thus scale horizontally across many AI 
fields without fragmenting—new subnets add value to the 
whole rather than splitting it.

This platform approach means Bittensor is inherently 
resistant to re-centralization. No single model, company, 
or even subnet defines its success; rather, it’s an ever-
expanding collection of efforts operating under a shared 
protocol. The design also lets Bittensor quickly incorporate 
new advancements. If a breakthrough AI technique is 
invented, someone can implement it on Bittensor in a new 
or existing subnet. If a new type of hardware (for example, 
a specialized AI chip or edge device network) emerges, it can 
be integrated into the Bittensor ecosystem via specialized 
validators or subnets. Bittensor can extend into emergent 
AI fields—from large language models and decentralized 
inference markets to AI-driven prediction systems—without 
needing to overhaul its core structure. In essence, Bittensor 
behaves more like a living, evolving AI economy than a 
single project, which bodes well for its longevity and ability 
to capture a wide array of opportunities.

2.2.4 Why This Matters

If AI development remains on a centralized path, we could 
end up in a future where a handful of organizations wield 
enormous control over knowledge, decision-making tools, 
and even the economy via their AI systems. Such a scenario 
risks creating monopolies over intelligence that stifle in-
novation, concentrate wealth, and undermine transparency 
and fairness in society. Bittensor offers a credible alternative 
vision: as AI grows more powerful, it can do so in a way that 
is open, transparent, decentralized, and collectively owned 
by a community of users and contributors.

TaoBase: Strategic Advantage in the Decentralized AI Ecosystem

1. Early Subnet Access
Private access to high-upside subnet launches before public markets.

Private invites to subnet funding rounds, 
incentive programs, and insider alpha.

Stake TAO with top operators for maximized, risk-adjusted yield.

Shape protocol direction and act before major 
network shifts.

4. Proprietary Deal Flow

3. Validator Network Optimization

2. Real-Time Governance Insight

Actively Managed Gateway to 
Bittensor

Figure 4
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TaoBase exists to give institutional participants a structured, 
professional way to participate in this generational shift. 
Instead of having to navigate the technical complexities of 
joining the Bittensor network directly, participants can gain 
exposure through TaoBase’s equity – effectively holding 
a stake in the growth of decentralized AI infrastructure, 
managed by an expert team. In short, Bitcoin decentralized 
money, Ethereum decentralized finance, and now Bittensor 
is poised to decentralize intelligence. The economic oppor-
tunity tied to this shift is enormous. We believe the wave of 
decentralized AI could be as transformative (and as valuable) 
as the emergence of cryptocurrency or the Internet itself 
– and TaoBase is positioned to capture that value for our 
participants.

2.2.5 TaoBase’s Strategic Insider Advantage

TaoBase is not a passive holding vehicle; it’s an actively 
managed gateway into the Bittensor ecosystem. Our par-
ticipants benefit not only from potential token appreciation 
but also from the operational, governance, and ecosystem-
level opportunities that come with being deeply embedded 
in Bittensor. TaoBase’s unique edge comes from the insider 
access, relationships, and strategic positioning of its 
founding team.

Both of our co-founders have been involved with Bittensor 
since early 2024, well before the recent surge of interest. 
This early and ongoing engagement gives TaoBase a strategic 
insider advantage. For example, Rob has developed direct 
relationships with Bittensor’s core developers, top valida-
tors, and subnet creators. He gains firsthand insight into 
the protocol’s technical evolution, economic design changes, 
and governance debates as they happen. This level of access 
provides TaoBase with real-time intelligence and early looks 
at opportunities that someone outside the inner circle would 
likely miss. Meanwhile, Nick’s decades of experience in 
securities law and compliance ensure that as we integrate 
deeply with Bittensor’s ecosystem, TaoBase’s operations 
remain aligned with regulatory best practices. His involve-
ment also signals to other participants and participants that 
TaoBase is serious about corporate-grade governance and 
investor protections, even while operating in a cutting-edge 
tech space.

Unlike a typical token investor who might just buy some 
TAO on the open market and hold it, TaoBase operates at 
the protocol layer of Bittensor. We are directly involved 
in staking (actively managing how and where tokens are 
staked), validator coordination (working closely with the 
network’s validators or even running our own nodes), 
subnet evaluation (assessing and contributing to various 
subnet projects), and on-chain governance (voting on and 
even influencing proposals). This active, on-the-ground role 
translates into several distinct advantages for TaoBase and 
its participants:

• Early subnet access: Thanks to our direct communica-
tion with subnet creators and developers, TaoBase often 
learns about new subnets or expansion opportunities 
before they are widely publicized. This allows us to 
position ourselves early—by contributing capital or 
resources to a subnet’s launch or seed round—before the 
general market is aware. Getting in on the ground floor 
of a high-potential subnet offers asymmetric upside 
(similar to a venture capital investment in a startup) 
within the public Bittensor ecosystem. If a subnet we 
back becomes a category leader, TaoBase can earn 
significant rewards both at the protocol level (through 
TAO appreciation and staking yields) and via any subnet-
specific incentives.

• Real-time governance insights: Bittensor is a living 
protocol with frequent updates to things like validator 
scoring algorithms, emission rates, and other param-
eters decided via on-chain governance by TAO holders. 
Because TaoBase actively participates in these gover-
nance processes, we often have advance awareness of 
important policy shifts or network upgrades. We can 
respond proactively – for instance, adjusting our staking 
strategy or participation focus ahead of a known change 
– rather than reacting after the fact. This is especially 
critical with events like the upcoming token halving or 
changes in how subnets are rewarded; being prepared 
can make a substantial difference in yield.

• Validator network optimization: Deciding where and 
with whom to stake tokens is crucial for maximizing 
yield and minimizing risk. TaoBase has cultivated part-
nerships with top-performing validator operators and 
subnet leaders, ensuring that when we stake our TAO, 
it’s being put to work by those with high uptime, strong 
technical competence, and alignment with network 
incentives. This preferred network of validators acts 
as a yield-optimization mechanism that isn’t available 
to a passive token holder who stakes casually. By le-
veraging these insider relationships and due diligence, 
we can achieve better staking yield and more reliable 
performance.

• Proprietary deal flow: As Bittensor’s ecosystem grows, 
not every opportunity is announced publicly. Many of the 
most exciting developments – a subnet raising a private 
funding round, a new specialized validator collective 
forming, or the core protocol introducing a new incentive 
program – circulate through informal, relationship-
driven channels. TaoBase’s deep embedment in the 
community means we’re often invited into these con-
versations. We can participate in exclusive deals or pilot 
programs that outsiders might only hear about much 
later, if at all. Our founding team’s multidisciplinary 
background (spanning AI, blockchain, venture capital, 
and law) allows us to evaluate these opportunities from 
all angles (technical soundness, economic viability, 
governance implications) and act on them when they 
meet our criteria.

https://www.sovdoc.com
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In a rapidly evolving decentralized AI landscape – one 
marked by information asymmetry (insiders know far more 
than casual observers), technical complexity, and subtle 
governance challenges – TaoBase’s insider positioning is 
a significant strategic asset. We are uniquely positioned to 
convert our on-the-ground knowledge and network access 
into informed, risk-adjusted participation decisions.

For participants in TaoBase, this means you’re not only 
getting exposure to TAO’s price performance; you’re also 
gaining the benefit of TaoBase’s active involvement in 
shaping and supporting the Bittensor ecosystem. We aim to 
provide exposure to the broader economic and governance 
opportunities that will drive Bittensor’s long-term trajectory 
– opportunities that only those deeply involved in the project 
can access. In summary, TaoBase’s founding team and active 
approach provide a competitive differentiator that enhances 
our ability to generate profits and manage risks in this new 
frontier of decentralized AI.

2.3 Participation Thesis

TaoBase’s participation thesis is built on the conviction that 
decentralized AI will be a driving force of the next techno-
logical era, and that Bittensor will serve as a foundational 
protocol in that landscape. In this section, we outline the 
key components of our thesis, ranging from the macro-level 
opportunity in decentralized AI to the specific advantages 
Bittensor holds, and how TaoBase is positioned to capitalize 
on them.

2.3.1 The Decentralized AI Opportunity

We view decentralized AI as a profound opportunity at the 
intersection of two massive trends: the explosive growth of 
AI itself and the rise of decentralized network models. As 
discussed, AI is rapidly becoming a critical layer of global 
infrastructure, and there is a structural need to ensure that 
this intelligence layer is not monopolized. Decentralized 
AI networks like Bittensor address this need by opening AI 
development to a broad community and aligning incentives 
through cryptoeconomics. In simple terms, decentralized AI 
is poised to be the future paradigm of the AI industry – a 
future in which intelligence is not siloed within a few cor-
porations, but is distributed among and owned by its users 
and contributors.

Bittensor stands at the forefront of this shift. By capturing 
value at the protocol layer of decentralized AI, Bittensor (via 
the TAO token) is positioned to be a primary beneficiary as 
this paradigm takes hold. Much as early Internet protocols 
or platforms captured enormous value during the Web’s rise, 
Bittensor’s network could capture value from the growth of 
an open AI ecosystem. Our thesis, therefore, is that sup-
porting the Bittensor ecosystem (and holding TAO tokens) is 
essentially backing this emerging paradigm. It’s a bet on a 
future where intelligence is decentralized by design – coor-
dinated by open protocols, owned collectively by participants, 
and constantly improved through global collaboration.

Several key factors underpin our confidence in the decentral-
ized AI thesis:
• Structural demand for open AI: There is a growing recog-

nition among governments, enterprises, and developers 
of the need for AI infrastructure that isn’t controlled 
by a single entity. Concerns about over-reliance on Big 
Tech (for access to AI models, for instance) and issues 
like censorship, privacy, or vendor lock-in are driving 
interest in open alternatives. Bittensor positions itself as 
a neutral, public utility for AI – analogous to how Bitcoin 
serves as a neutral, public utility for value transfer. As 
awareness of centralization risks grows, having an open 
network like Bittensor becomes an attractive solution 
for those who want AI capabilities without surrendering 
control to a third party.

• Open-source AI gaining ground: The gap between pro-
prietary AI models and open-source models is closing 
rapidly. Projects like Meta’s LLaMA, OpenAI’s earlier 
open releases, and initiatives such as DeepSpeed, Qwen, 
or Mistral are showing that with enough community 
effort and innovation, open models can rival or even 
surpass the performance of corporate models. One 
challenge for open-source AI has been coordination and 
funding at scale – and that’s exactly what Bittensor’s 
incentive system provides. By allowing open-source 
contributors to get paid in TAO for their work and by 
structuring a marketplace for collaboration, Bittensor 
supplies the economic scaffolding to elevate open-source 
AI to new levels of competitiveness.

• AI as public infrastructure: We are approaching a reality 
where AI systems will underpin critical functions in 
healthcare, law, finance, national security, science, and 
more. If that foundational layer is centralized, it intro-
duces serious risks – from censorship of information to 
single points of catastrophic failure or bias. Imagine one 
company controlling all the AI diagnostics in healthcare, 
or all AI risk assessment in finance. Bittensor’s decen-
tralized design helps mitigate these risks by distributing 
control and access across a global network. It treats AI 
much like the Internet itself: a resource that should 
be broadly accessible and not dominated by a single 
gatekeeper. This vision appeals to stakeholders who 
consider open infrastructure vital for technologies that 
have societal impact.

• Compounding network effects: Bittensor benefits from 
strong network effects similar to those seen in successful 
early networks like Ethereum. Every new validator, every 
new subnet, every new model that joins Bittensor doesn’t 
just add its own value – it increases the utility of the 
entire system for everyone. As more AI models and users 
come on board, the network’s knowledge base grows and 
more validators are drawn in, which in turn attracts even 
more model contributors. This self-reinforcing growth is 
reminiscent of Ethereum’s early DeFi phase, where par-
ticipants who engaged early benefited disproportionately 
as the ecosystem expanded. Early adopters of Bittensor 
could similarly gain outsized influence and rewards, 
which incentivizes rapid early participation and further 
accelerates growth.
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Put simply, decentralized AI is not a fringe experiment; it 
appears to be the natural next step in the evolution of the 
AI industry. Participating in TaoBase (and thus in TAO and 
Bittensor’s ecosystem) means involvment in the idea that 
intelligence – like money or computing power – achieves its 
highest value when it’s openly coordinated and community-
governed, rather than siloed behind corporate walls. Our 
thesis is that as this idea takes hold, the value of decentral-
ized AI networks like Bittensor will increase dramatically.

2.3.2 Bittensor’s Competitive Moat

Bittensor is not merely an early mover in decentralized AI; 
it has already built a formidable competitive moat that sets 
it apart from any would-be rivals. Through a combination 
of technical innovation, incentive alignment, first-mover 
advantage, and rapidly growing network effects, Bittensor 
is positioning itself as the default platform for decentral-
ized intelligence in a way that would be very difficult for a 
newcomer to replicate.

Several factors contribute to Bittensor’s moat:
• Unique consensus (“Proof-of-Intelligence”): Bittensor’s 

Proof-of-Intelligence mechanism is a fundamental 
differentiator. Most decentralized networks reward 
participants for generic actions like providing hashing 
power or locking up capital. Bittensor instead rewards 
useful AI work. This means participants can’t simply 
outspend others with hardware or tokens; they must 
consistently produce high-quality AI results to earn 
rewards. Every TAO token earned represents value added 
to the network’s intelligence. Competing networks would 
have to develop an equally sophisticated mechanism to 
ensure quality-over-quantity in contributions – a non-
trivial technical and economic challenge.

• Subnet architecture (specialization with unity): 
Bittensor’s support for independent subnets gives it both 
scalability and specialization. Each subnet can innovate 
at its own pace in its own niche (one might specialize 
in language translation, another in medical diagnostics, 
etc.) without overloading the main network. Yet, all 
these subnets are united by the TAO token and the core 
protocol. This modular, “network of networks” design 
allows rapid iteration across many fronts of AI. A com-
petitor would need to build not just a single network, but 
an entire ecosystem of interoperable networks to match 
Bittensor’s breadth of offerings – a daunting task once 
Bittensor has momentum in multiple domains.

• Early network effects (“validator/miner flywheel”): 
As of mid-2025, Bittensor already has a critical mass 
of participants. Every additional AI model provider 
(miner), validator, or subnet strengthens Bittensor’s 
overall utility. New participants are drawn to Bittensor 
because that’s where the activity and rewards are, which 
in turn increases activity further. This self-reinforcing 
cycle is reminiscent of how Ethereum rapidly became 
the go-to platform for DeFi once a tipping point was 
reached – it became irrational for developers and users 
to go anywhere else. Bittensor is on a similar trajectory 
for AI. Any competitor would not only have to match 
Bittensor’s features but also convince the existing 
community to leave Bittensor for a new platform, which 
becomes increasingly unlikely as the network grows and 
embeds itself.

• Unified token economics (one token to rule them all): A 
powerful aspect of Bittensor’s design is that everything 
in its ecosystem revolves around the single TAO token. 
To participate meaningfully – whether as a validator, 
a model provider, or a subnet creator – one needs 
TAO. Even as the ecosystem branches into hundreds 
of subnets, all of them funnel value back to TAO. This 
unity means network effects aren’t diluted across many 
tokens; they concentrate in TAO’s value. For a competitor 
to lure participants away, it would have to offer a token 
with equal or greater utility and somehow convince 
people that this new token can hold value better than 
TAO. That is extremely difficult once TAO is entrenched 
as the “gold” of decentralized AI.

• Institutional traction and legitimacy: Bittensor has 
already garnered support from notable crypto institu-
tions (as discussed, DCG, Polychain, Pantera, etc.), and 
products like the Grayscale Bittensor Trust have made 
it easier for traditional stakeholders to get involved. 
This institutional backing provides more than capital; it 
confers credibility. Bittensor benefits from a safety net of 
liquidity and professional interest that many early-stage 
projects lack. A would-be competitor, in contrast, might 
be seen as far more speculative and would struggle to 
attract similar high-profile support.

• Cultural and community alignment: Bittensor’s 
ethos of openness, decentralization, and community 
ownership naturally attracts a passionate following 
of AI researchers, developers, and early adopters who 
share those values. This is a human-capital moat: many 
of the brightest minds who believe in decentralized AI are 
gravitating towards Bittensor, contributing improvements, 
launching subnets, and evangelizing the platform. Culture and 
community can’t be bought or copied overnight. A competitor 
could try to throw incentives around, but it’s hard to replicate 
the genuine, mission-driven culture that Bittensor has been 
cultivating alongside its technical growth.

In summary, Bittensor is steadily building a wide moat 
through its innovative design and growing ecosystem. For 
TaoBase, this competitive moat around Bittensor reinforces 
our confidence: we are not just investing in a good idea, but 
participating in a network that is actively entrenching its 
leadership position in decentralized AI.
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2.3.3 Strategic Implications

The implications of Bittensor’s competitive advantages 
are clear: any competing protocol would face a very steep 
uphill battle. They would have to overcome Bittensor’s time 
advantage (Bittensor already has years of development and 
real-world iteration that newcomers lack), its established 
community (a core base of validators and model providers 
who have reputations and roles invested in Bittensor and 
would be reluctant to start over elsewhere), its functional 
ecosystem (dozens of working subnets delivering real AI 
services — a competitor would need not only to copy the core 
protocol but also recreate an entire portfolio of AI applica-
tions to match its utility), and its liquidity and governance 
base (TAO already has market liquidity and a distribution 
among influential, often long-term holders, which gives 
stability and coherent governance; a brand new token would 
likely be more volatile and less trusted initially).

For participants, all this means Bittensor is not merely 
another early-stage crypto project hoping to find adoption. 
It is quickly becoming the de facto coordination layer for 
decentralized AI. The more the network grows, the more 
it benefits its participants and the tougher it becomes to 
displace. As new AI practitioners or projects consider decen-
tralization, joining Bittensor will likely be the path of least 
resistance (and greatest reward) because of this entrenched 
network effect. In effect, Bittensor’s moat widens with each 
passing month, scaling alongside its ecosystem’s growth. 
We believe this gives our contribution in TAO a defensible, 
long-term edge that goes beyond short-term market cycles.

2.3.4 Tokenomics and Scarcity Dynamics

Bittensor’s economic design (its tokenomics) is more than just 
an incentive mechanism to reward participants – it’s a scar-
city-driven architecture embedded into the protocol’s DNA. 
In many respects, TAO’s tokenomics combine the proven 
scarcity model of Bitcoin with the utility-driven model of 
Ethereum, creating a powerful dual dynamic. TAO is simul-
taneously a scarce asset (like Bitcoin, it has a hard-capped 
supply and a programmed issuance schedule that decreases 
over time) and a utility token (like Ether, it is demanded for 
actual usage within the network).

Here are the key elements of TAO’s tokenomics:
• Fixed supply (hard cap like Bitcoin): Bittensor has a 

maximum supply of 21,000,000 TAO tokens, mirroring 
Bitcoin’s 21 million limit. As of mid-2025, about 8.7 
million TAO (roughly 41% of the total) are in circulation. 
No more than 21 million can ever exist – this is hard-
coded into the protocol. Therefore, as demand for TAO 
increases, the supply cannot expand to dilute it; instead, 
upward pressure on price is the only release valve. Just as 
Bitcoin’s strict cap gives it a monetary premium (people 
value its scarcity), TAO’s fixed supply sets the stage for 
long-term value appreciation, provided the network’s 
usage and demand continue to grow.

Token Uses Create Demand
• Validator Staking

• Subnet Bonding
• Governance Voting

• Subnet-specific roles

Demand Locks TAO
• Staked TAO

• Bonded TAO

• Governance staking

Token Supply
Shrinks or Slows
• Fixed 21M cap

• Halvings

• Token burns / slashing

• Deflationary subnet rules

Price Pressure Increases
• Scarcity → Price Appreciation

• Attracts more users/investors

How TAO 
Becomes More 
Valuable Over 

Time

Figure 5 - Tao Demand Flywheel Model

https://www.sovdoc.com
http://taobase.ai


11
www.taobase.ai

TaoBase Inc.  | Institutional Access to the Future of Decentralized AI

• Halving schedule (programmed supply shocks): Similar 
to Bitcoin, Bittensor follows a halving schedule to reduce 
new token issuance over time. Approximately every 1.1 
million blocks (roughly every 3.5 years), the block reward 
– i.e. new TAO minted to reward network participants 
– is cut by 50%. The next halving is projected for late 
2025 and will significantly reduce the rate at which new 
TAO enters circulation. In Bitcoin’s history, halving 
events have often preceded major bull cycles because 
they create a supply shock: suddenly, the continuous 
selling pressure from miners is halved while demand 
may keep rising, leading to an imbalance that pushes 
the price upward. For TAO, the upcoming halving could 
be especially impactful if it coincides with a period when 
Bittensor’s adoption and demand for TAO are accelerat-
ing. A large reduction in new supply while the network 
is much larger can lead to a pronounced scarcity effect.

• Utility-driven demand for TAO: Unlike Bitcoin – which 
in its early days was held mainly as a speculative store of 
value – TAO has immediate, intrinsic utility within the 
Bittensor network. Holding TAO is essentially a require-
ment to participate in and benefit from the network’s 
functions:

• Validator staking: To operate a validator (and earn 
rewards for evaluating AI outputs), one must stake 
TAO. Generally, the more TAO staked (up to certain 
limits), the greater the validator’s influence or 
capacity in the network. This creates demand from 
those who want to run validators.

• Subnet bonding: To launch a new subnet, creators 
have to bond (lock up) a certain amount of TAO as 
collateral. This not only shows their commitment 
but also secures a stake of value that can be used to 
align incentives or penalize failure. Every new subnet 
launched ties up some TAO.

• Governance voting: TAO is the governance token of 
Bittensor, so voting power on proposals is propor-
tional to holdings. Anyone who wants to shape the 
network’s future (whether stakeholders, developers, 
or large users) is motivated to acquire TAO to have a 
say.

• Subnet-specific roles: Some subnets might impose 
their own TAO requirements. For example, a subnet 
could mandate that only those who stake a certain 
amount of TAO can serve as its validators or that 
certain premium subnet services are paid in TAO. This 
further extends TAO’s utility into various corners of 
the ecosystem.

Together, these uses create a constant structural demand for 
TAO. As the network grows – more validators, more subnets, 
more participants seeking influence – more TAO gets locked 
into staking, bonding, or governance, effectively taking it 
off the market. This means the tradable supply of TAO can 
shrink relative to total demand, amplifying scarcity.
• Emergent token sinks (deflationary pressures): Beyond 

the planned tokenomics, Bittensor’s ecosystem naturally 
introduces additional token sinks – ways in which TAO 
can be removed from circulation or locked for long 
periods:

• Slashing penalties: If validators misbehave (e.g. act 
maliciously or have excessive downtime), a portion 
of their staked TAO can be slashed (destroyed as a 
penalty). Slashing not only incentivizes good behavior 
but also permanently reduces supply when it occurs.

• Subnet rules: As noted, subnets have flexibility in 
their economic design. Some may choose to burn 
TAO as part of transaction fees or require extra TAO 
to be staked for certain functionalities. These design 
choices could introduce deflationary pressures specific 
to those subnets.

• Future governance decisions: The Bittensor 
community could vote in additional mechanisms, such 
as protocol-level fees or periodic token burns. Many 
blockchain communities implement such features 
over time to manage inflation or reward long-term 
holders (for instance, Ethereum’s EIP-1559 intro-
duced a fee burn). If the community sees benefit, 
similar features could be adopted, further tightening 
TAO’s effective supply.

The combined result of these factors is that over time, the 
liquid supply of TAO tends to go down or stay flat, even as 
the network grows. With each halving, issuance decreases. 
With each new subnet or major participant, more TAO is 
staked or bonded. Occasional slashes or burns remove tokens 
outright. TAO’s supply dynamic is thus inherently deflation-
ary against the backdrop of a potentially rapidly growing 
demand.
• Incentive alignment across stakeholders: Another 

strength of Bittensor’s tokenomics is the alignment it 
creates among all participants, all tied to the value of 
TAO:

• Validators need TAO to operate and are paid in TAO, 
so they are directly invested in TAO’s success (higher 
value and more usage means their earnings are worth 
more).

• Model providers (miners) rely on validators to score 
their outputs and maintain the network; they in 
turn are earning TAO for their contributions. A 
thriving TAO economy means more validators and 
more rewards for quality work, benefiting the model 
contributors.
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• Subnet creators bond and often require others to stake 
TAO in their subnets, so they want TAO to be valuable 
and stable; it makes it easier to attract participants 
and participation into their subnet.

• Token holders (participants) see the value of their 
TAO rise as network activity and demand increase. In 
turn, a higher TAO price draws in even more partici-
pation (because, for example, validator rewards in fiat 
terms become more lucrative), which again benefits 
all of the above stakeholders.

• This creates a virtuous cycle. As TAO’s price rises – 
whether due to increased network usage or events 
like a halving – it attracts more validators and more 
subnet projects (since the potential value and capital 
available are greater). This leads to more TAO being 
locked up in staking or bonding, tightening supply 
further. More subnets and validators also make the 
network more useful and prominent, attracting 
additional users and attention, which can increase 
demand for TAO and drive the price higher. In other 
words, network growth and token value continuously 
reinforce each other.

Strategic Implication: Bittensor’s tokenomics form a 
scarcity-driven flywheel that tightly intertwines economic 
incentives, access rights, and governance power with a 
fixed-supply asset. For participants, TAO offers a hybrid of 
the two most compelling models in crypto: it has a Bitcoin-
like scarcity story (with a hard cap and predictable “supply 
shock” halvings) and an Ethereum-like utility story (its 
value is underpinned by real usage in running the network). 
This means TAO’s value can compound along two axes:
• A monetary premium from digital scarcity – as the 

network’s importance grows, if TAO is seen as the 
primary commodity fueling decentralized AI, its fixed 
supply could lead to significant appreciation (because 
increased demand cannot be met by creating more 
tokens).

• A functional premium from growing utility – as more 
people need TAO to stake, vote, launch projects, or 
access services, the willingness to hold and pay for TAO 
increases independently of the fixed supply aspect.

In summary, TAO is both the fuel and the ownership stake of 
the decentralized AI economy. It is continuously used (and 
sometimes expended) to power the network’s activities, 
and at the same time it represents a claim on the network’s 
growth and governance. This dual nature means that as 
decentralized AI expands, TAO can potentially capture value 
from every angle of that expansion.

2.3.5 Subnet Ecosystem Value Capture

A defining feature of Bittensor’s architecture – and one of its 
most powerful economic engines – is its subnet ecosystem. 
Each subnet in Bittensor can be thought of as a decentralized 
AI startup: an independently governed network focusing on 
a particular AI domain or service, yet built on Bittensor’s 
infrastructure and token. Subnets inherit Bittensor’s core 
protocols (they use TAO for incentives and security and can 
utilize the global validator network), they can launch per-
missionlessly (no central authority is needed to start a new 
subnet), and they remain composable and interoperable with 
the rest of the network (models or data can move between 
subnets and the main network).

This design enables Bittensor to scale horizontally across 
AI disciplines without fragmenting the community or the 
economic value. TaoBase’s participation approach takes into 
account how this subnet explosion translates into value:

Subnets as decentralized AI startups: Each subnet operates 
like its own project or company:
• It has its own rules for what constitutes valuable contri-

butions in its domain (its own “evaluation logic”).

• It bootstraps participants and usage without needing 
separate venture funding – it leverages Bittensor’s token 
and community to attract contributors.

• Every new subnet launch is essentially a new experi-
ment or venture. Unlike a traditional AI startup that 
might spend years and millions of dollars on proprietary 
infrastructure and user acquisition, a Bittensor subnet 
can spin up quickly on existing infrastructure and im-
mediately tap into a global network of contributors and 
validators.

• The result is a Cambrian explosion of decentralized AI 
experiments. We’re already seeing an ever-expanding 
variety of subnets tackling different niches and problems. 
This diversity means that Bittensor’s ecosystem isn’t 
placing one big bet, but many small ones – any of which 
could become the next major breakthrough.

The subnet proliferation flywheel: Every new subnet adds 
value to Bittensor, often in exponential ways rather than 
linear:
• It increases demand for TAO because subnet creators 

need to bond TAO and participants (like validators on 
that subnet) need to stake TAO. More subnets = more 
TAO locked up.

• It expands Bittensor’s use cases. One subnet might bring 
in healthcare professionals (for a medical AI network), 
another might bring in finance experts (for an AI trading 
subnet), each attracting new communities to Bittensor.

• It multiplies network interactions. Each subnet that 
comes online interacts with the existing matrix of 
validators and users, creating cross-pollination of ideas, 
talent, and sometimes data. Bittensor thus grows not 
like a single company, but like an economy – broad and 
interlinked.
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Examples of early “blue-chip” subnets: While the subnet 
ecosystem is still in an early high-growth phase, a few 
subnets have already distinguished themselves:
• Templar (Subnet 3): Focused on decentralized collabora-

tive training of large AI models. Essentially, it’s creating 
a way for multiple parties to jointly train AI models on 
Bittensor. Templar is key infrastructure for AI model 
training on the network and is likely to remain central 
to Bittensor’s value proposition.

• Manifold (Subnet 4): A decentralized conversational AI 
platform – think of it as an open, censorship-resistant 
counterpart to ChatGPT. This subnet aims to capture 
the huge market for AI chatbots and assistants, but in a 
decentralized manner.

• Taoshi (Subnet 8): An AI-driven Bitcoin price predic-
tion oracle. It provides forecasts for BTC pricing, and it’s 
already attracting attention from traders looking for an 
edge. It serves the finance niche within Bittensor.

• Taohash (Subnet 14): A subnet that uses AI to optimize 
Bitcoin mining operations (hash power allocation). It’s 
like merging AI with Bitcoin mining, potentially making 
mining more efficient.

• Gradients (Subnet 56): Focuses on fine-tuning and 
customizing AI models as a decentralized service. This 
is an enterprise-oriented subnet – projects can come 
to Gradients to get AI models adapted to their needs 
without relying on a single company’s platform.

• Chutes (Subnet 64): A decentralized serverless compute 
platform for AI inference (akin to an AWS Lambda 
service but on Bittensor). This provides infrastructure 
for running AI models on-demand across the network.

Each of these subnets individually could be venture-scale 
opportunities in their respective areas. For instance, 
if Templar or Manifold were standalone startups with 
proprietary tech, they might attract significant venture 
capital. But as subnets on Bittensor, their success feeds 
directly into TAO’s value (since they use TAO and drive 
demand for it) rather than creating separate siloed value.

For TaoBase, these “blue-chip” subnets are areas of par-
ticular interest. As outlined in our strategy, we may invest in 
such established subnets through token acquisition, staking, 
or partnerships. By doing so, we aim to augment our TAO-
centric value with additional upside from the most successful 
subnet projects.

Frontier and experimental subnets: Beyond the established 
ones, there’s a long tail of experimental subnets exploring 
new ideas:
• Zeus (Subnet 18): Hyper-local weather forecasting 

models using distributed sensor and satellite data – this 
could decentralize weather prediction.

• Zuvu (Subnet 23): Decentralized image generation, akin 
to a peer-to-peer Midjourney, tapping into the boom in 
AI art.

• Bitmind (Subnet 34): Focused on deepfake detection – as 
AI-generated media proliferates, this subnet provides 
tools to authenticate content.

• Score (Subnet 44): Sports analytics and event tracking 
via AI vision – targeting the sports data industry through 
decentralization.

• Nova (Subnet 68): Decentralized drug discovery and 
molecular design – essentially a network of AI for phar-
maceutical research.

• Brain (Subnet 90): A decentralized prediction market 
platform using AI, merging machine intelligence with 
crowd forecasting for predictions.

Any of these could become the next “blue chip” as they 
mature. The key point is that as an investor in TAO (via 
TaoBase), one gains indirect exposure to the success of all 
these experiments. We don’t have to predict exactly which 
subnet will win big; by holding TAO and participating in 
the ecosystem, we benefit from the overall growth and 
breakthroughs that occur on Bittensor.

Importantly, all roads lead to TAO in this ecosystem. Each 
new subnet, whether wildly successful or modest in scope, 
drives additional demand for TAO:

• Every subnet launch locks up some TAO as a bond.

• Running validators on a subnet requires TAO to be 
staked.

• Participating in subnets might involve paying fees in 
TAO or holding TAO for privileges.

• More subnets mean more total validators across the 
network, which in turn means more TAO staked.

So as the subnet ecosystem expands, these token sinks 
intensify and the circulating supply of TAO is further con-
strained relative to the growing utility.

Strategic Implication: Bittensor’s subnet system transforms 
the participation proposition of TAO from being just a bet 
on a single network into a broad exposure across a whole 
portfolio of AI networks. This significantly reinforces our 
thesis. For TaoBase, it means that simply holding and staking 
TAO (and compounding it) already gives our participants 
participation in a diversified array of AI “ventures” by proxy. 
On top of that, by selectively participating directly in some 
of the most promising subnets, we can amplify value. The 
subnet proliferation essentially allows us to capture venture-
like upside within a liquid token framework. It is as if our 
TAO stake is a basket of early-stage AI equity, but one that 
is unified, fungible, and tied into a single token economy.

We do approach this aspect with discipline. We won’t 
chase every new subnet—our focus remains on quality and 
strategic fit (as discussed in our strategy sections). But 
having this rich and growing ecosystem underneath our core 
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asset (TAO) is a huge strength for our participation model. It 
means TaoBase’s success isn’t reliant on just one application 
or one trend; we’re participating in the entire decentralized 
AI movement as enabled by Bittensor’s network of subnets.

2.4 TaoBase Participation Strategy

TaoBase’s contribution strategy is multi-pronged, designed 
to capitalize on Bittensor’s growth while managing risk and 
maintaining flexibility. We focus on core strategies that form 
our foundation, and we also keep an agile portion of our 
approach for unique opportunities. In this section, we detail 
how we accumulate and utilize TAO, how we invest in the 
ecosystem’s subnets, how we engage in validator opera-
tions, and how we maintain the ability to seize opportunistic 
moves.

2.4.1 Primary Strategy: TAO Acquisition and 
Staking

Our first and foremost strategy is to acquire TAO and stake 
it, thereby supporting the network and earning rewards. This 
is the bedrock of TaoBase’s model. By holding a large TAO 
position and staking it within Bittensor, we obtain multiple 
layers of return and influence:
• Token appreciation: Simply by holding TAO, we benefit 

if the market value of TAO increases as the Bittensor 
network grows and gains adoption. Given TAO’s fixed 
supply and the drivers of demand we described, we 
expect significant appreciation potential over time if the 
network succeeds.

Staking rewards: We do not let our TAO sit idle. By staking 
TAO in the network (delegating it to validators or running 
our own), we continuously earn protocol yields in the form 
of newly minted TAO as well as fee rewards. This is akin 
to earning interest or dividends on our holdings and can 
substantially boost our value.
• Governance influence: Because TAO is the governance 

token of Bittensor, holding a large amount gives TaoBase 
a meaningful voice in on-chain governance decisions. 
We can help shape protocol upgrades, parameter 
changes, and other proposals to protect and enhance our 
participation.

• Access to subnet opportunities: Many high-potential 
subnets may offer advantages to significant stakehold-
ers. For example, a subnet might require a minimum 
TAO stake to participate in certain high-yield roles, or 
it might distribute a new subnet token to TAO stakers 
as part of a launch. By having a substantial TAO stake, 
TaoBase is well-positioned to capitalize on these oppor-
tunities (which would be inaccessible to someone with 
only a small TAO holding).

In executing our TAO accumulation strategy, we adhere to 
several key principles to do this effectively and prudently:

• Long-term accumulation: We are not traders looking to 
flip TAO for a quick profit. Our philosophy is to build 
a substantial position over time and hold it to realize 
the long-term value as Bittensor grows. We approach 
accumulation with a multi-year horizon, much like an 
investor accumulating equity in a promising startup over 
time.

• Market discipline: Although we have high conviction, we 
are careful in how we execute purchases to avoid adverse 
market impact or overpaying. We monitor TAO’s liquidity 
and trading patterns and try to accumulate in a way that 
enhances our position without unnecessarily driving up 
our own entry price.

• Gradual market buys: We typically accumulate TAO in 
increments rather than all at once. By spreading out our 
purchases (using techniques like dollar-cost averaging), 
we minimize market slippage and reduce the risk of 
buying a local top.

• OTC transactions: For larger acquisitions, we engage in 
private over-the-counter deals with other holders or 
funds. OTC trades allow us to negotiate a price for a large 
block of TAO without going through public exchanges, 
thereby avoiding slippage and public visibility until after 
the deal.

• Staged targets: We set target levels for our TAO holdings 
(e.g., accumulate X TAO by a certain time or price range) 
and stick to those plans. We don’t chase the market 
impulsively; if TAO’s price runs beyond our short-term 
comfort, we can pause and wait for better entry points. 
This discipline ensures we don’t dilute our long-term 
value by overpaying in the short term.

Once we have acquired TAO, we focus on maximizing yield 
and utility from those tokens:

Aggressive staking: Every TAO we own is viewed as an asset 
that should be working for us. We deploy practically all our 
TAO into staking (apart from a liquidity reserve) to generate 
rewards. Through careful selection of where and how to 
stake, we aim to beat the average network yield.
• We partner with top-performing validators who have 

a record of high uptime and quality performance. By 
delegating to these validators, we earn higher rewards 
(since those validators often get better payouts) and 
experience fewer downtimes or slashing events.

• We may also operate our own validator nodes (or a set of 
them) to directly capture a portion of validation rewards 
and to have more control over the staking process. 
Running our own nodes can slightly increase complexity, 
but it also means we don’t pay a third-party fee and we 
gain direct insight into network operations (as described 
in our validator strategy).

• We diversify across multiple validators and, when appli-
cable, across subnets. This spreads out any performance 
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or slashing risk and allows us to tap into different reward 
streams (for instance, if some subnets offer higher 
yields, we can allocate some TAO stake there).

Adaptive allocation (between root network and subnets): 
Initially, most staking is on Bittensor’s main root network 
(where the majority of activity happens). However, as the 
ecosystem evolves, certain subnets might offer very attrac-
tive staking value or strategic value for staking (for example, 
a subnet could give additional incentives to early stakers). 
We maintain flexibility to shift some of our staked TAO into 
those subnets when justified. Our criteria for allocating stake 
to a subnet include:
• High yield: If a subnet’s validators have higher reward 

rates due to that subnet’s token emission or fees, it could 
boost our overall return.

• Growth potential: We might stake in a subnet we believe 
will grow significantly, on the theory that being involved 
early yields not just rewards but also influence and po-
tentially other benefits (like subnet-specific tokens or 
governance power).

• Strategic importance: If a subnet is crucial to Bittensor 
(say, it’s providing a core service like model training or 
data availability), we may support it with our stake to 
ensure it thrives, which indirectly protects our broader 
participation.

We always evaluate these moves carefully – balancing 
the higher value versus any additional risk (subnet smart 
contract risk, lower liquidity, etc.). For example, if a new 
subnet is launched that we consider extremely promising, 
we might allocate a portion of our TAO stake to that subnet’s 
validation for a period, while monitoring results.

In summary, our TAO acquisition and staking strategy is 
active and hands-on. It’s not a passive “buy and hold” – we 
are constantly optimizing how we buy, how we stake, and 
where we deploy our tokens. This strategy is the engine of 
TaoBase’s participation model, generating both capital gains 
and a steady flow of TAO income, which we can compound. 
Crucially, it also underpins everything else we do: by maxi-
mizing our TAO stake and involvement, we maximize our 
ability to seize other opportunities in the ecosystem (subnet 
participations, governance influence, etc.).

2.4.2 Participating in Established Subnets

While TAO acquisition and staking remain the core focus 
of TaoBase’s mandate, we also recognize that a signifi-
cant portion of the value in the Bittensor ecosystem will 
emerge from individual subnets – essentially the “projects” 
or specialized networks running on Bittensor. TaoBase’s 
strategy therefore includes selective participation in high-
quality subnets that have already demonstrated traction and 
promise.

Participating in established subnets is analogous to making 
venture capital investments in successful startups, except 
these “startups” are decentralized networks within 
Bittensor. When evaluating which subnets to invest in, we 
apply rigorous criteria, focusing on networks that are leaders 
or likely leaders in their domain. Key factors we consider 
include:
• Security and participation: We look for subnets that 

have strong validator participation and network security 
in place. An established subnet should have a healthy 
number of validators/miners and active users, which 
signals that it’s past the bootstrapping phase and less 
likely to fizzle out.

• Clear use case and demand: The subnet should address 
a real need or have an identifiable market. We ask: 
does this subnet solve an actual problem or provide a 
service that people clearly want? A clear product-market 
fit might be, for example, an AI subnet that provides 
a service developers are actively using (like AI model 
hosting or data labeling) with growing usage stats.

• Robust tokenomics and incentives: We analyze the 
subnet’s economic design. Does it have a sustainable 
reward mechanism for participants? Is its own token 
(if any) structured to accrue value, or does it drive 
value back to TAO cleanly? We favor subnets that have 
thoughtful economic models which encourage long-term 
participation and discourage abuse or spam.

• Technical edge: We assess whether the subnet brings 
some technical innovation or competitive advantage. If 
a subnet is merely copying an idea that many others are 
doing, it’s less interesting than one that has a unique 
algorithm, dataset, or model approach that sets it apart.

• Early network effects: Even if a subnet is not huge yet, 
we check for evidence that it’s building momentum—
like rapidly increasing contributions, partnerships 
with outside organizations, or a growing developer 
community. We want to invest in subnets that are at the 
cusp of potentially exponential growth, not those that 
have stalled.

By focusing on subnets that meet these criteria, we aim to 
manage risk (by not throwing money at every new thing) 
while tapping into significant growth (by backing the likely 
winners). Generally, these subnet stakeholdings resemble 
later-stage venture opportunities but in a decentralized 
context; we’re looking at the equivalent of series A/B stage 
projects rather than seed stage.
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Examples of promising “blue-chip” subnets: As mentioned 
earlier, subnets like Templar, Manifold, Taoshi, Gradients, 
Chutes, etc., are ones we consider strong candidates for 
participation. To illustrate:
• Templar is critical infrastructure for training AI models 

across Bittensor – its success would boost the whole 
network’s capability, and it likely has a durable position.

• Manifold is targeting a massive market (AI chatbots 
and assistants) and doing so in an open way that could 
capture users disillusioned with centralized services.

• Taoshi is carving out a niche in financial AI – if its pre-
dictions are good, traders and platforms will flock to it.

• Gradients and Chutes cater to other projects by providing 
fine-tuning services and serverless AI hosting, respec-
tively – they enable enterprise adoption of Bittensor.

For each of these, TaoBase considers various ways to invest:
• Direct token purchases: If the subnet has a native token 

or if staking in that subnet yields a subnet-specific 
reward token, we may acquire and hold those tokens as 
a position. This directly ties our value to that subnet’s 
success.

• Staking participation: Often, we can simply use our 
TAO to stake on the subnet’s validators, earning higher 
rewards when that subnet prospers. This way, we 
support the subnet and profit from it without necessarily 
needing a separate token.

• Providing capital or resources: In some cases, a subnet 
team might seek strategic partners for a growth initia-
tive (like expanding infrastructure or user acquisition). 
TaoBase could allocate a portion of capital to support 
those efforts (almost like a venture capital investment 
or strategic alliance), in exchange for a share of future 
revenues or other benefits.

Each of these subnets represents a building block of de-
centralized AI infrastructure. By participating in the best 
of them, TaoBase effectively builds a portfolio within the 
Bittensor ecosystem itself. It’s a diversification within our 
overall focus: we are heavily invested in TAO (which rises 
with the tide of the whole ecosystem), and we selectively 
invest in specific subnets (which could outperform and drive 
the tide higher).

It’s worth noting that we approach these subnet contribu-
tions with discipline and selectivity. We will not allocate 
resources to subnets that don’t meet our standards, and even 
for those that do, we size our contribution in accordance with 
confidence and risk. This ensures that our core strategy (TAO 
and staking) remains the main driver, and these subnet plays 
enhance rather than distract from our performance.

In conclusion, this strategy of participating in established 
subnets complements our core TAO accumulation strategy. It 
allows us to capture extraordinary growth that may occur in 
individual parts of the Bittensor ecosystem, while our main 
TAO position captures the general growth of the ecosystem. 
Together, these approaches position TaoBase to benefit from 
both the broad rise of decentralized AI and the standout 
successes within it.

2.4.3 Seeding New Subnets

While the majority of TaoBase’s capital and effort will be 
dedicated to acquiring TAO and participating in existing 
subnets, we also maintain the ability to seed new subnets in 
exceptional cases. Launching a new subnet on Bittensor is 
akin to founding a decentralized AI startup, and TaoBase can 
play a role similar to an incubator or venture studio when 
the right conditions align.

Starting a new subnet involves several steps:
• Assembling a capable team (AI researchers, engineers, 

etc.) to build and maintain the subnet.

• Designing a tokenomic model and incentive structure 
that will attract validators and contributors to that 
subnet (including deciding how it uses TAO and any 
subnet tokens).

• Technically deploying the subnet – spinning up the 
network with initial validators and AI miners and inte-
grating it with the Bittensor protocol.

• Achieving initial traction so that the subnet becomes 
self-sustaining (i.e., it reaches critical mass where con-
tributions and usage keep it alive without continuous 
external support).

TaoBase is uniquely positioned to help in subnet creation 
because of our deep network and expertise:
• We have connections with talented AI researchers and 

developers who have ideas for new subnets but may lack 
resources or knowledge of how to launch them.

• We have relationships with top Bittensor validators and 
technical experts, who are crucial for bootstrapping a 
new subnet’s security and performance.

• We understand Bittensor’s governance and tokenomics 
intimately, so we can guide a new subnet’s design to 
ensure it aligns with best practices and avoids pitfalls.

• We are plugged into early adopter and investor circles 
in the crypto community, which means we could help a 
new subnet gain initial users or even secure additional 
funding if needed.
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However, we anticipate that seeding new subnets will be a rare 
event. This is not something we plan to do routinely, because 
it requires significant effort and carries higher risk than 
participating in something established. We would consider 
doing this only under exceptional circumstances, such as:
• An exceptional team: Say a group of AI scientists from 

a top university or a successful AI startup’s team ap-
proaches us with a plan for a subnet. If we believe this 
team has the capability to execute and innovate, that’s a 
major positive factor.

• A high-impact use case: The proposed subnet should 
fill a critical gap or open up a major new possibility. For 
example, a subnet that enables a form of AI computation 
that simply can’t happen in centralized settings, or one 
targeting a crucial industry problem that no existing 
subnet addresses.

• Leverage of TaoBase’s strengths: We would ask, can 
our involvement materially increase the chance of 
success? If the subnet idea is something that particularly 
benefits from our capital, contacts, and expertise (for 
instance, needing validators quickly, or requiring careful 
regulatory navigation, etc.), then our unique contribution 
makes it more worthwhile.

When we do decide to seed a new subnet, TaoBase could take 
on several roles, almost like a venture studio:
• We might provide initial funding to cover infrastructure 

costs (running the first batch of validator nodes, data 
storage, etc.) to get the subnet up and running.

• We can help coordinate talent by recruiting or contract-
ing with AI model contributors and developers from our 
network to start contributing to the subnet, ensuring it 
isn’t empty upon launch.

• We will assist in crafting the subnet’s governance and 
economic model – essentially acting as advisors or 
architects, so the subnet launches with solid rules and 
incentive systems that will attract others.

• Using our validator partnerships, we ensure the subnet 
launches with a sufficient quorum of high-quality vali-
dators, giving confidence to anyone observing or joining 
that the subnet is stable and secure from day one.

• We could also leverage our marketing and community 
connections: for example, introducing the subnet to 
crypto media, writing about it in Bittensor forums, con-
necting it with potential early users or data providers, 
and so on.

All these contributions are aimed at creating an asymmetric 
advantage for the new subnet – basically to stack the odds in 
its favor despite being nascent. Our involvement would make 
it much more likely to get through the fragile early stage.

We proceed with full awareness that subnet seeding is the 
highest-risk, highest-reward part of our strategy. Many 
things have to go right for a new network to succeed. That’s 
why we treat it as an extraordinary measure – something 
we “activate” only when a very special opportunity presents 
itself.

What might such a hypothetical opportunity look like? 
Perhaps an idea for a subnet focusing on a niche but critical 
AI application that big tech isn’t solving, like a decentral-
ized AI network for climate modeling or one for advanced 
biomedical research sharing. Or perhaps a novel incentive 
paradigm: say a subnet that integrates AI training with dis-
tributed computing in a new way (combining two previously 
separate decentralized networks). If such an idea comes with 
a strong team and fits our criteria, TaoBase could spearhead 
its creation.

Subnet Name Focus Area
Strategic Role in 

Bittensor Token/TAO Usage Differentiator

Templar (SN3) Distributed Model 
Training

Backbone for 
collaborative LLM 

training
TAO staking + validation Infrastructure for model 

development

Manifold (SN4) Decentralized Chatbots ChatGPT alternative, 
censorship-resistant TAO bonding/staking Conversational interface 

with open access

Taoshi (SN8) BTC Price Prediction Finance Al use case Validator staking Direct use by traders, 
real-time signal gen

Gradients (SN56) Model Fine-Tuning / 
Custom AI Services

Enterprise-oriented Al 
customization

TAO + subnet reward 
model

Decentralized 'Al-as-a-
service' platform

Chutes (SN64) Serverless Al Inference Infra layer for scalable Al 
usage TAO + subnet validators Lambda-like but 

decentralized

Table 1   Total Value Impact on TAO: Cumulative Demand + Ecosystem Resilience
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If we do engage in seeding a subnet, we will structure our 
involvement to manage risk and ensure we capture sufficient 
upside:
• We would likely secure an allocation of any subnet-

specific tokens or rewards, commensurate with our 
contribution (much like an equity stake for an incubator 
in a startup).

• We would have clear agreements on roles and responsi-
bilities, possibly retaining some governance oversight to 
guide the subnet until it can be fully community-driven.

• We’d also plan exit or handoff strategies – for instance, 
supporting the subnet until it reaches stability, then 
stepping back and simply remaining an investor/holder.

In short, TaoBase will treat subnet seeding as an extraor-
dinary initiative – to be undertaken only when we have 
high confidence in the team and concept, and when our 
involvement can significantly tilt the odds of success. By 
being prepared to seize such opportunities, we keep TaoBase 
on the cutting edge of innovation in the deAI space, but by 
being selective and structured about it, we protect our core 
capital from undue risk.

2.4.3 Validator Operations

Participating in validator operations is a core pillar of 
TaoBase’s strategy and one that serves multiple purposes. 
TaoBase recognizes that running validators (or closely part-
nering with those who do) is both a strategic and financial 
advantage within the Bittensor ecosystem.

By operating validator nodes ourselves, or in partnership 
with established operators, TaoBase aims to:
• Enhance yield: Validators earn TAO rewards for their 

work in securing the network and evaluating miners’ 
outputs. By being on the validation side, we can capture 
additional rewards on top of what we earn from simply 
staking. This boosts our overall return on the TAO we 
hold.

• Gain ecosystem insight: Running a validator provides 
an inside view of the network’s day-to-day functioning. 
We see real-time data on network usage, subnet activity, 
and can detect trends or issues early. This informational 
edge can inform our participation decisions (for instance, 
noticing a particular subnet suddenly growing might 
prompt us to take a closer look at it as an opportunity).

• Shape network governance: Validators often have a say 
in on-chain governance and, due to their role, carry 
respect in community discussions. By being a validator 
operator, TaoBase not only gets voting power from 
staked TAO, but also informal influence – we are known 
as a contributor to the network’s security, which lends 
weight to our voice when proposing or supporting gov-
ernance changes.

• Support new launches: As discussed in the subnet 
section, validators are needed to bootstrap new subnets 
or support undersecured ones. By having validator ca-
pabilities, TaoBase can directly assist networks we care 
about (including any we seed or invest in) by providing 
reliable validation during critical growth phases.

In essence, validator operations strengthen TaoBase’s 
position on three fronts: financially (more rewards), infor-
mationally (better data), and politically (more influence).

2.4.4 Approach to Validator Operations

TaoBase plans a dual approach to validator operations:
• Direct validator deployment: We will run some validator 

nodes in-house. We have the technical expertise on our 
team (and available through advisors) to set up and 
maintain Bittensor validator nodes. By running our 
own nodes, we retain full control over them and the 
rewards they generate. It also means we can configure 
them to our risk tolerance (e.g., robust infrastructure to 
minimize downtime) and align them with our strategy 
(for example, perhaps focusing on validating certain 
subnets that are strategic to us).

• Delegated partnerships: In some cases, instead of 
running a node directly, it might make sense to delegate 
a portion of our staked TAO to third-party profes-
sional validators who are top performers. For example, 
if there’s a validator operator known for exceptional 
uptime and we trust their operations, delegating stake 
to them can yield almost as well as running our own, 
with less operational overhead. Additionally, building 
relationships with these top-tier validators can be 
valuable; we can learn from them and even coordinate 
on governance matters.

This combination of running our own nodes and leveraging 
best-in-class partners gives us flexibility and resilience. We 
can scale our involvement up or down and allocate resources 
where they’re most effective.

We are well aware that validator operations come with 
specific risks:
• Slashing: If our validator nodes go down unexpectedly or 

misbehave (for instance, double-signing blocks due to a 
misconfiguration), they can be slashed – meaning we’d 
lose a portion of the staked TAO as a penalty. That’s a 
direct financial loss and something we absolutely want 
to avoid.

• Technical maintenance: Validators require constant 
attention – monitoring performance, applying updates, 
guarding against attacks. This is not a “set and forget” 
role; it’s more like running a high-uptime server or a 
small data center operation.
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• Protocol changes: The Bittensor developers and 
community might update how validation works (e.g., 
a new consensus mechanism tweak, new requirements, 
etc.). Validators have to adapt quickly to such changes 
to avoid downtime or slashing.

To mitigate these risks:
• TaoBase will implement institutional-grade monitoring 

for any nodes we run – 24/7 systems that alert us (and 
backup operators) at the first sign of any issue. We’ll 
likely have scripts or services that can automatically 
failover to backup nodes if one goes down.

• We might geographically distribute our validators and 
use different cloud or hardware providers to minimize 
correlated failures (for example, if one data center has 
issues, others won’t be affected).

• We will invest in security measures like hardware 
security modules (HSMs) for managing private keys, 
strict access controls, and regular security audits of our 
infrastructure. Preventing key compromise is paramount 
– a stolen validator key could be used maliciously and 
get us slashed or worse.

• We’ll stay actively engaged with the Bittensor develop-
ment community to know ahead of time about planned 
updates or changes. Being proactive means we can 
upgrade our nodes before a new version is required, 
avoiding any lapses in compliance with the protocol.

Being a validator operator will also likely enhance our repu-
tation within the community. It shows that TaoBase isn’t 
just an investor on the sidelines; we’re contributing to the 
network’s operation and health. That goodwill can open up 
more collaboration opportunities, early info-sharing, and a 
stronger network of contacts in the ecosystem.

In summary, validator operations are a key strategic 
component for TaoBase that reinforce our participation in 
TAO and subnets:
• Financially, it boosts our reward income.

• Informationally, it gives us valuable real-time data.

• Governance-wise, it secures us a role in decision-
making processes.

• Strategically, it underpins the ecosystem (including 
new projects we support) by providing essential 
infrastructure.

We will execute this strategy with careful risk management 
as described, because the flip side of the coin is that mis-
managing a validator can be costly. Our goal is to reap the 
benefits of being validators while minimizing the downsides 
through professionalism and prudence.

2.4.5 Opportunistic Strategies

While TaoBase’s primary focus areas will be as outlined (ac-
cumulating/staking TAO, participating in subnets, validator 
operations), the crypto and AI landscape is ever-evolving. 
The decentralized AI sector is emergent, dynamic, and fast-
moving. New trends or opportunities can arise unexpectedly 
– and we want to be prepared to capitalize on them when 
they align with our mission.

Therefore, we reserve the discretion to allocate some capital 
(in a measured way) to non-core but high-impact opportu-
nistic strategies. Think of this as a small part of our portfolio 
kept agile for special situations. Some examples of what this 
could involve are:

• Strategic partnerships with emerging subnet teams: 
If there’s a talented team working on a new subnet 
that hasn’t launched yet, we might form a partnership 
– providing them mentorship, resources, or funding 
– in exchange for a stake in their project. This is akin 
to an angel investment or accelerator model.

• Token swaps or ecosystem alliances: We might agree 
to swap some TAO for another project’s tokens to 
create an alliance. For instance, if another decentral-
ized AI protocol or complementary network appears, 
a token swap can align incentives between TaoBase 
and that network, fostering cooperation (like sharing 
tech or users).

• Infrastructure contributions adjacent to Bittensor: 
If there’s an opportunity to invest in a company or 
project building tools that benefit Bittensor (such as a 
specialized hardware company optimizing AI training, 
or a data marketplace that could plug into Bittensor), 
we might invest in or partner with that company. This 
could be equity or tokens, depending on the project.

• Governance initiatives with upside: We may oc-
casionally participate in the governance of other 
networks if it indirectly benefits our mission. For 
example, suppose another blockchain that Bittensor 
relies on (or could benefit from) has a proposal – we 
might use some capital to acquire governance tokens 
there to influence decisions in favor of decentralized 
AI priorities.

• Equity stakes in off-chain companies aligned with 
our vision: It’s possible that a traditional AI startup 
(not on Bittensor or blockchain) is doing something 
highly synergistic (like developing open-source AI 
models or datasets). TaoBase could take a small equity 
stake in such a company if we believe it will advance 
the decentralized AI ecosystem or provide us with 
strategic value (e.g., technology we can later bring 
on-chain).
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Any time we consider these types of opportunities, we will 
apply the same rigorous lens as with our core involvement:

• Is the risk/reward favorable? We are not going to chase 
something just because it’s novel; it must have a clear 
potential payoff for the risk involved.

• Does it fit strategically? We’ll ask how this ties back to 
decentralized AI or TaoBase’s strengths. If it’s totally 
outside our wheelhouse, we likely won’t pursue it.

• Does TaoBase have an edge here? We would leverage an 
opportunistic move only if we have some advantage 
(knowledge, connections, timing) that makes it likely 
we can do exceptionally well, rather than just an 
average market participant.

We intend to be selective and sparing in deploying capital 
to these opportunistic moves. They are the “spice,” not 
the main dish. Having this flexibility simply ensures that 
TaoBase can remain agile and responsive. The world of crypto 
(and AI) can change quickly – new innovations, regulatory 
shifts, competitive dynamics – and we don’t want to be so 
rigid that we cannot adapt. By carving out a limited part of 
our strategy for opportunistic plays, we give ourselves a way 
to participate in the upside of new developments without 
deviating from our core focus.

In essence, our opportunistic strategy acts as a safety valve 
and an innovation engine – it prevents us from missing out 
on potentially game-changing developments that fall just 
outside our primary scope, and it allows us to experiment 
on the margins in a controlled way.

Bringing it all together, TaoBase’s participation approach is 
comprehensive yet focused. We have our core pillars: invest 
in TAO (and compound it), support the best of the ecosystem 
(subnets and validators), and manage everything with pro-
fessional rigor. At the same time, we remain nimble enough 
to seize unique opportunities and stay at the forefront of 
the decentralized AI revolution. This balanced approach is 
designed to deliver strong long-term value to our partici-
pants, while also actively contributing to and shaping the 
ecosystem in which we invest.

2.5 Strategic Advantages of TaoBase’s Model

After detailing our strategies and the landscape, it’s 
important to summarize what all of this means for an 
investor in TaoBase. At a high level, TaoBase provides an ac-
credited investor with a vehicle to capture the extraordinary 
upside of decentralized AI and Bittensor, while mitigating 
many of the practical challenges and risks that would come 
with trying to invest in this space directly.

2.5.1 Advantages Over Direct Token Ownership

TaoBase offers a number of clear advantages compared to 
an individual participating directly in TAO tokens or related 
crypto assets:
• Professional management: Our experienced team 

handles all the nuances of executing this strategy – 
from acquiring tokens at favorable prices, to optimizing 
staking and validator operations, to growing yields. 
An individual investor likely cannot dedicate the same 
time, expertise, or infrastructure to these tasks. With 
TaoBase, you effectively have a seasoned management 
team working full-time on maximizing value from 
decentralized AI opportunities.

• Operational simplicity: By participating in TaoBase (a 
traditional equity participation), one avoids the burdens 
of crypto custody and operations. You don’t need to set 
up wallets, safeguard private keys, manage encryption, 
or worry about mistakenly sending tokens to the wrong 
address. You also don’t need to run servers, monitor 
networks at 3 AM, or perform technical due diligence 
on validators – TaoBase handles all those operational 
complexities behind the scenes. You receive the economic 
benefits through your equity stake.

• Regulatory clarity and compliance: TaoBase operates 
under the familiar framework of U.S. corporate law and 
securities regulations. This means participants benefit 
from audited financial statements, formal governance 
(Board oversight), and standard investor protections. 
In contrast, holding tokens directly can be legally and 
tax-wise ambiguous (for instance, questions about how 
to treat forked tokens, airdrops, or staking income). 
TaoBase provides a layer of regulatory clarity: you hold 
shares in a company, and that company deals with the 
crypto specifics in a compliant manner.

• Diversified exposure beyond just token price: If an 
individual buys TAO directly, their outcome is almost 
entirely tied to the price appreciation of TAO. By par-
ticipating in TaoBase, an investor gains exposure to a 
portfolio of value streams. Yes, TAO price appreciation 
is a big component, but TaoBase also generates staking 
income, potentially earns yields or token distributions 
from subnets, and can create enterprise value through its 
strategic involvement and partnerships. We essentially 
bundle a variety of value from the Bittensor ecosystem 
and broader decentralized AI play into one equity. This 
diversified approach can enhance value and provide re-
silience (for example, even if TAO’s market price takes 
time to appreciate, our staking and subnet involvement 
are yielding value).

In essence, TaoBase offers a way to invest in the promise of 
decentralized AI with lower hassle and lower idiosyncratic 
risk than doing it alone. It marries the upside of the crypto 
world with the structure and support of a traditional invest-
ment vehicle.
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Feature Direct TAO Ownership TaoBase

Staking Rewards Must self-manage, risk slashing or downtime Professionally managed staking with optimized validator selection

Validator Operations Requires technical setup, 24/7 monitoring TaoBase operates validators or partners with top operators

Subnet Exposure Must evaluate subnets individually Curated involvement in blue-chip subnets and emerging ones

Token Custody High-risk: manage private keys & wallets Institutional-grade custody and security protocols

Regulatory Compliance Tax/legal ambiguity; unclear reporting Equity model with clear compliance, audits, and reporting

Operational Complexity Manually manage trades, networks, staking Passive participation: TaoBase handles all operations

Governance Influence Requires large TAO stake & technical voting Aggregated TAO = greater governance power for TaoBase

Liquidity Options Must sell TAO directly, possibly OTC Equity stake with potential value

Diversification All risk tied to TAO token price Multi-stream return profile: staking, subnet yield, token 
appreciation

Table 2   Operational Comparison: Centralized vs Decentralized Deployment Models

2.5.2 Structural, Operational, and Regulatory 
Benefits

Beyond just the return profile, TaoBase’s corporate structure 
provides critical safeguards and efficiencies that individual 
token investors wouldn’t have:
• Robust corporate governance (U.S. C-Corp): TaoBase is 

organized as a U.S. C-Corporation. This means we have a 
formal Board of Directors, regular financial auditing, and 
fiduciary duties to our shareholders. Decisions are made 
with oversight and accountability. For participants, this 
translates into transparency and trust – you know there 
are checks and balances in how your money is managed, 
unlike in a loosely organized crypto investment which 
might lack oversight.

• Professional treasury management: In the crypto world, 
it’s common to see poor management of funds – private 
investors might keep funds on exchanges, or projects 
might not have clear accounting. TaoBase treats its 
crypto holdings and fiat finances with professional rigor. 
We manage a treasury that includes TAO and potentially 
other assets, budgeting for operations, hedging where 
appropriate, and ensuring liquidity needs are met. This 
reduces risks like running out of operating cash or being 
forced to sell at unfavorable times – pitfalls that can 
plague solo investors or smaller outfits.

• Risk mitigation: TaoBase assumes and manages many 
of the technical and operational risks of participating in 
Bittensor:

• Slashing risk: If a validator we run is slashed, 
TaoBase absorbs that loss in its balance sheet – our 
participants are one step removed from that event 
(and we strive to prevent it through our practices). An 
individual TAO holder who stakes on their own could 
be directly hit by a slashing loss.

• Custody risk: We employ secure custody solutions 
(potentially using qualified custodians or advanced 
multi-sig setups) to hold digital assets. Participants 
in TaoBase aren’t exposed to the risk of personally 
holding crypto (losing keys, etc.). We handle that with 
insurance and best practices.

• Regulatory risk: Because we engage with regulators 
and structure our operations legally, we reduce the 
risk that an investor inadvertently violates some 
regulation by holding or dealing with tokens. For 
example, if TAO were later deemed a certain class of 
asset by regulators, TaoBase would tackle compliance, 
whereas an individual might be caught off guard.

• Operational risk: Running nodes, handling smart 
contracts, etc., all carry risk of bugs or errors. Our 
team’s expertise and precautionary measures mitigate 
these, and any incidents would be dealt with at the 
company level (with our capital buffers, insurance, 
and processes), shielding individual participants from 
direct impact.

• Operational scalability: As the Bittensor network and 
decentralized AI space grow, there may be a need to scale 
up operations – more validators, more infrastructure, 
more complex involvement. TaoBase, as an organiza-
tion, can scale up (hiring staff, raising additional 
capital, deploying more servers) far more smoothly than 
an individual trying to scale their personal involve-
ment. This means that if the opportunity set expands, 
TaoBase can expand with it, and participants don’t have 
to do anything extra – they benefit from the scaling. 
Conversely, we can also handle downturns or shifts (we 
can cut costs, reallocate resources) in a coordinated way.

In summary, TaoBase marries the upside of the crypto/
decentralized AI world with the protective frameworks of 
traditional finance. Participants get:

• The entrepreneurial, high-growth potential of being in a 
cutting-edge protocol,

• Plus the governance, reporting, and risk management akin to 
a well-run company.

This combination is particularly important for accredited and 
institutional stakeholders who might otherwise be unable 
or unwilling to directly hold crypto assets due to mandate 
or risk reasons. TaoBase effectively translates a crypto par-
ticipation into a form that fits within traditional portfolios 
(equity with proper governance).
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