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Background

Auctions
An auction is an economic mechanism whose purpose is the purchase, sale, or allocation of
goods and services in a limited time period and the formation of prices for the same via some
strategic competitive process like bidding.

There are different types of auctions based on the number, and type of participants (buyers and
sellers). A buyer intends to pay to acquire assets, while a seller offers to sell assets.

There exists a whole branch of economic theory dealing with auction types and participants'
behavior in auctions, called auction theory. Auctions are bayesian games of incomplete
information and therefore can be explored in the light of game theory as well.

Auctions as Contracts
A contract is an agreement primarily requiring an ‘offer’, ‘acceptance’, ‘consideration’, and
‘mutual intent to be bound’ that is enforceable through some means (in general, by the law, or
by programmable cryptographic code in case of Smart Contracts).

An auction is a form of sale. In an auction, an asset is publicly put up for sale. An auction has a
seller and a varying number of prospective buyers. Thus, an auction can be defined as “the
public sale of an asset to the highest bidder.” Auctions are governed by the Sale of Goods Act
(in UK, India) or similar acts in various countries. NOTE: In the USA, there is no federal law
regulating auctions and the Uniform Commercial Code (2-328. Sale by Auction) forms the basis
for the individual states to form their own regulations regarding auctions in the state.

Thus, auctions are perfect examples of contracts involving offer and acceptance along with the
consideration (price paid against the asset purchased or bid amount) that are made
enforceable. Following is a sample process of agreement-making in a generic auction
contract (where all participants enter with a mutual intent to be bound):
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What Blockchain provides

1. Transparency
An online auction without central intermediaries conducted over smart contracts using
blockchain's immutable tamper-resistant ledger makes the auctioning processes
transparent.

2. Security
Using audited and tested smart contracts based on Michelson (which facilitates formal
verification) makes the entire platform foolproof and secure so that malicious and selfish
peers cannot cheat.

3. Speed
Because of the high throughput provided by the Tezos blockchain, auctions can be
created, customised, and executed in a jiffy.

4. Cost efficiency
By eliminating the need for central intermediaries to conduct and manage the auctions, it
lowers the cost of auctioning and enables fair price development.

5. Tracking
Blockchain enables better tracking of bid history for auctions, ownership history of
assets, buyer and seller history, which enhances their authenticity, reliability and
provenance.

6. No single point of failure
Using blockchain’s decentralised peer to peer network of public nodes guarantees that
there is never a single point of failure.
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Types of Auctions
There are two main categories of auctions, namely forward and reverse auctions.
Forward auctions are the more commonly used auction formats wherein a single seller offers an
item for sale (with the intent of receiving the highest price for it) and multiple potential buyers
compete to secure the item. There are four classical types of forward auctions:

● English
An open ascending price auction where the bid price keeps increasing starting from a
reserve price till no bidder can match the highest standing bid. Following are the
attributes* of this auctioning mechanism:

a. Reserve Price
b. Opening Price
c. Minimum Increment
d. Start date and time
e. Scheduled End date and time
f. Soft close duration
g. Hard close date and time
h. Buyout price
i. Absentee bidding

● Dutch
A descending price auction where the auctioneer begins with a high asking price. The
price is progressively decreased until one bidder is willing to pay the quoted price.
Following are the attributes* of this auctioning mechanism:

a. Reserve Price
b. Opening Price
c. Start date and time
d. Round duration

● Sealed Bid
A sealed bid first-price auction is where bidders submit sealed bids (unknown to
other bidders) and the highest bidder wins and pays his bid. Following are the
attributes* of this auctioning mechanism:

a. Reserve Price
b. Start date and time
c. Commit time
d. Reveal time
e. Earnest money deposit / Caution money deposit / Registration deposit
f. Absentee bidding

● Vickrey
Vickrey is a sealed bid second price auction where bidders submit sealed bids and the
highest bidder wins and pays the amount of the second-highest bid. Vickrey has the
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same attributes* as Sealed bid

Reverse auction reverses the roles of the buyer and the seller, with one buyer and many
potential sellers. It is a means for strategic sourcing or procurement of an asset.

● Reverse
Reverse auctions can be conducted in all the four types: English, Dutch, Sealed Bid, and
Vickrey. During a 'descending-price' or reverse English auction, sellers may submit
multiple offers, usually as a response to competing sellers’ offers, bidding down the price
of an item to the lowest price they are willing to receive. Whereas in a ‘ascending-price’
or reverse Dutch auction, the buyer increases the price after fixed intervals until a
supplier places a bid for the item or the reserved price is reached, ending the auction. A
single-shot reverse auction in the Sealed Bid or Vickrey format is also possible.

A single seller and buyer engaging in a trade through a fixed price listing by the seller is
technically not an auction but is still supported in the TezAuction marketplace.

● Fixed-price
A bidless constant price listing at which a buyer can purchase the item immediately.

* NOTE: Refer to Appendix I to get a detailed explanation of Auctioning Attributes
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Introduction
TezAuction is an auction based marketplace for NFTs driven by a unified flexible framework for
conducting various formats of auctions with customizable auctioning attributes. Currently, it
supports the following auctions as a means to list and sell assets:

● Forward English
● Forward Dutch
● Forward Sealed bid
● Forward Vickrey
● Fixed-price listings

The auctionable assets include rare, unique, precious and collectable items like
● digital non-fungible assets like

○ collectable and trading cards
○ digital art
○ crypto collectibles - kitties and other virtual characters, fantasy sports,
○ in-game assets
○ other cool stuff!

● real-world antiques, artworks, etc (after being converted into NFTs)
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Deliverables

1. Production-grade Decentralised Web Application
Providing a decentralised WebApp using the auctioning contracts for end users to create
and participate in auctions. The following is the tentative system design for the WebApp:
The backend will be built using Node.js and the Express framework. The frontend will be
built using React.js and integrated with the Thanos wallet extension. Thanos internally
uses the Taquito library to submit transactions to the blockchain. This includes both,
invoking smart contracts and transferring amounts (Tez). The backend will poll the
blockchain and a Tezos indexer in a time-based cron-job schedule looking for
transactions to and from the respective contracts and user accounts and store relevant
data in a database that will serve the frontend with useful APIs to run the dApp.
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2. Contracts
Tezos smart contracts written in SmartPy and designed in a mediator proxy design
pattern will be used to create and manage auctions. A proxy auction contract will receive
auctioning requests from users and initiate the creation of a customisable auction. This
will be done by calling the required auctioning instance. This auction can then be
configured by the seller based on the type of auction and requirements, after which the
respective auction process will be carried out. Once the auction is over, the auctioned
assets and the final settlement assets (XTZ for now) will be released to the respective
parties in an atomic swap. The users are required to make the proxy auction contract an
operator for their tokens to be able to auction them.

The deliverable will be the Proxy Auction contract and Independent English,
Dutch, Sealed-bid and Vickrey contracts in production-grade quality.
An FA2 contract to mint NFTs will also be delivered for users who want to create their
NFTs and then move them to the proxy auction contract.

PS: Flow sequence diagrams of a Generic, English, Dutch, Sealed Bid, and Vickrey
auction involving all the actors triggering the necessary contracts along with the
inter-contract communication calls have been attached at the end of the document.

3. Test suite
Adding a test suite containing test scenarios for all the contracts in SmartPy to enable
formal verification. Explicit detailed error messages will be thrown when the conditions in
the contract are not met and the tests fail.

4. Detailed documentation
Preparation of detailed documentation including relevant code comments, readme files,
and a whitepaper.

5. Primer
Providing a primer/user manual on

a. how to choose the perfect auctioning mechanism and further customise it for
the particular asset type or use-case

b. strategies for revenue maximization and outshining in the auctioning bid wars
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Advanced Features

1. Predictive betting
An appraisal is an estimate of an item's worth that is usually performed by an expert in
that particular field before the commencing of the auctioning. Allowing people to submit
such an estimation against a betting fee to predict the eventual closing bid price of the
auctioning asset, can be used for betting. As a zero-sum game, the closest predictor(s)
will win the reward(s).

2. Auction NFT basket
A basket of non-fungible token assets can also be put for auctioning/sale.

3. Mint NFT
Users will be able to create (mint) their own NFTs from our TezAuction Minter (an FA2)
contract.

4. Support for Proxy bids
Proxy bids are bids placed on the behalf of a bidder who is not directly participating in
the auction by an authorized representative.
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Monetization
Initially the platform will be free. Eventually we can levy one or more of the following charges:

● Minting fee
Fee to mint an NFT on the platform paid by the minter.

● Listing fee
Fee to list an NFT for auction on the platform paid by the seller.

● Commission
Fee paid by a seller, typically calculated as a percentage of the winning bid deducted
from the gross proceeds due to the seller.

● Participation fee
A one time fee paid by prospective bidders in order to participate in an auction.

● Bidding fee
Fee paid all bidders per bid regardless of whether they win or don’t.
Penny auction is a type of an All-pay Bidding fee auction where all participants must pay
a non-refundable fee (typically a penny) to place each bid.

● Betting fee
Fee paid by anyone to predict the eventual closing bid price of the auctioning asset. A
fraction of the total collected funds will be handed out to the winner (closest predictor).
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TZIP
As a part of this project we intend to put forth the following Tezos Improvement Proposals
(TZIP) for the ongoing/upcoming Tezos protocol upgrade.

1. NFT Metadata Standard for consistent user interfaces
Digital non-fungible assets on the FA2 smart contract are represented by their unique
identifier, the token_id, so metadata allows these assets to have additional properties,
such as a name, description, image, etc. Providing metadata in a standardised way to
non-fungible assets will allow NFT marketplaces and other such applications to pull in
rich data for digital assets from external/off-chain sources like IPFS and easily render
them in the UI.
Refer to

● Metadata Standards
● TZIP-16 Contract Metadata

2. Destroy Contract (optional)
Currently, Originated contracts (KT..) cannot be deleted.
Adding the ability to destroy a contract and remove its code from the blockchain will be
beneficial (refer to “selfdestruct” operation in Ethereum which when performed by a
contract at an address, the remaining balance stored at that address is sent to a
designated target and then the storage and code is removed from the state.) Even if a
contract is removed, its activity logs and transaction records aren’t lost and are still part
of the history of the blockchain. However, it is important to note that funds sent to a
removed contract are forever lost. Benefits of allowing contracts to be destroyed:

● Stopping contract execution, or “turning it off”, if the contract is no longer
required to be running.

● Eliminating bugs by killing off buggy smart contracts.
● Reduced Gas cost as it will cost negative gas to destroy a contract.
● Freeing Blockchain space by removing the storage data and code of the contract.
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Tokenomics

DEXA- Dex Auction Utility Token
Dex Auction will be called DEXA.Dex Auction will have a token economy system that will be
required by DEXs and NFT Projects for integrating the DEx auction Protocol. Smart contracts will
not only be used to tokenize Drife loyalty, incentivization, and rewards and put them onto the
blockchain, but also for managing and distributing them using custom-defined rules.

Below are some important utility of DEXA

1. DEXA will be required by DEXs and NFT projects that want to integrate auctions offered by
DexAuction into their platforms

2. Gas of the network, DEXA is a Utility token required for all transactions that use the
DexAuction protocol or its derivatives.

3. DEXA will be used to govern the protocol and to propose and vote on new auctioning
protocols to integrate and chains to support

DEXA Token Allocation
Overall 200,000,000 tokens will be released. The hard cap of the sale is 24%. The remaining 76%
of total emitted tokens will be divided amongst the Team & Advisory (15%) Ecosystem & Rewards
(19%), Research and Development(10%), Marketing and Operations (15%), Liquidity(6%) and
Treasury(10%).

DEXA Token Sale
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Use of Proceed/ Fund Distribution

Our team intends to use a substantial amount of all of the proceeds of the DEXA Token Sale to
launch Auction Protocol on different blockchians Below, we break down just how the raised funds
will be allocated.
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Roadmap
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Team & Advisors
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Disclaimer
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DexAuction tokens (hereinafter referred to as "DEXA") issued by Dex Auction INC. are not
intended to constitute securities or grant of any ownership rights, units in a business trust,
or units in a collective investment scheme, or any other regulated products in any
jurisdiction.

This Whitepaper is meant to provide more information on the DEXA Token Economy and
functions of DEXA, and does not constitute a prospectus or offer document of any sort.
This Whitepaper does not constitute or form part of any opinion or any advice to sell, or any
recommendation or solicitation of any offer to purchase DEXA nor shall it or any part of it or
the fact of its presentation form the basis of, or be relied upon in connection with, any
contract or investment decision.

No person is bound to enter into any contract or binding legal commitment in relation to the
sale and purchase of DEXA and no digital tokens or other form of payment is to be
accepted on the basis of this Whitepaper. Any agreement between DexAuction Ltd and you
as a recipient or purchaser, and in relation to any airdrop, sale or purchase of DEXA is to
be governed by a separate document setting out the terms and conditions (the “T&Cs”) of
such agreement and no other document. In the event of any inconsistencies between the
T&Cs and this Whitepaper, the T&Cs shall prevail.

Your eligibility to receive, purchase or sell DEXA on digital token exchanges, is subject to
your compliance with their respective terms and conditions. No regulatory authority has
examined or approved any of the information set out in this Whitepaper. No such action has
been or will be taken under the laws, regulatory requirements or rules of any jurisdiction.

The publication, distribution or dissemination of this Whitepaper does not imply that the
applicable laws, regulatory requirements or rules have been complied with.

Disclaimer of Liability

To the maximum extent permitted by the applicable laws, regulations and rules, Dex
Auction INC. shall not be liable for any indirect, special, incidental, consequential or other
losses of any kind, in tort, contract or otherwise (including but not limited to loss of revenue,
income or profits, and loss of use or data), arising out of or in connection with any
acceptance of or reliance on this Whitepaper or any part thereof by you.

No representations and warranties by Dex Auction INC.

Dex Auction INC. does not make or purport to make, and hereby disclaims, any
representation, warranty or undertaking in any form whatsoever to any entity or person,
including any representation, warranty or undertaking in relation to the truth, accuracy and
completeness of any of the information set out in this Whitepaper.
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Representations and warranties by you

By accessing and/or accepting possession of any information in this Whitepaper or such
part thereof (as the case may be), you represent and warrant to Dex Auction INC. as
follows:

You agree and acknowledge that DEXA does not constitute securities, units in a business
trust, or units in a collective investment scheme, or any other regulated products in any
jurisdiction;

You agree and acknowledge that this Whitepaper does not constitute a prospectus or offer
document of any sort and is not intended to constitute an offer of securities, units in a
business trust, or units in a collective investment scheme in any jurisdiction or a
recommendation or solicitation for investment and you are not bound to enter into any
contract or binding legal commitment and no digital token or other form of payment is to be
accepted on the basis of this Whitepaper;

You agree and acknowledge that DEXA shall not be construed, interpreted, classified or
treated as enabling, or according any opportunity to, recipients or purchasers to participate
in, or receive profits, income, or other payments or returns arising from or in connection
with DEXA, or to receive sums paid out of such profits, income, or other payments or
returns;

You agree and acknowledge that no regulatory authority has examined or approved of the
information set out in this Whitepaper, no action has been or will be taken under the laws,
regulatory requirements or rules of any jurisdiction and the publication, distribution or
dissemination of this Whitepaper to you does not imply that the applicable laws, regulatory
requirements or rules have been complied with;

You agree and acknowledge that this Whitepaper, the undertaking and/or the completion of
listing of DEXA, or future trading of DEXA on digital token exchanges, shall not be
construed, interpreted or deemed by you as an indication of the merits of DEXA or the
digital token exchanges;

The distribution or dissemination of this Whitepaper, any part thereof or any copy thereof,
or acceptance of the same by you, is not prohibited or restricted by the applicable laws,
regulations or rules in your jurisdiction, and where any restrictions in relation to possession
are applicable, you have observed and complied with all such restrictions at your own
expense and without liability to DEXA;
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You are fully aware of and understand that you are not eligible to purchase any DEXA if
you are a person from any restricted locations as set forth in the Terms of Service(or
equivalent document) of the digital token exchanges where DEXA is listed;

You have a basic degree of understanding of the operation, functionality, usage, storage,
transmission mechanisms and other material characteristics of digital tokens,
blockchain-based software systems, blockchain technology and smart contract technology;

You are fully aware and understand that in the case where you wish to purchase any
DEXA, there are risks associated with digital token exchanges and their business and
operations;

You agree and acknowledge that DEXA will not be liable for any indirect, special,
incidental, consequential or other losses of any kind, in tort, contract or otherwise (including
but not limited to loss of revenue, income or profits, and loss of use or data), arising out of
or in connection with any acceptance of or reliance on this Whitepaper or any part thereof
by you, including in relation to:

Nothing contained in this Whitepaper is or may be relied upon as a promise, representation
or undertaking as to the future performance or policies of Dex Auction INC. or DEXA.

Please note that this Whitepaper is also only a work in progress and the information in this
Whitepaper is current only as of the date on the cover hereof. Dex Auction INC. reserves
the right to update the Whitepaper and the content therein from time to time.

No advice

No information in this Whitepaper should be considered to be business, legal, financial or
tax advice regarding Dex Auction INC. or DEXA. You should consult your own legal,
financial, tax or other professional adviser regarding their businesses and operations. You
should be aware that you may be required to bear the financial risk of any purchase of
DEXA for an indefinite period of time.

Restrictions on distribution and dissemination

The distribution or dissemination of this Whitepaper or any part thereof may be prohibited
or restricted by the laws, regulatory requirements and rules of any jurisdiction. In the case
where any restriction applies, you are to inform yourself about, and to observe, any
restrictions which are applicable to your possession of this Whitepaper or such part thereof
(as the case may be) at your own expense and without liability to Dex Auction INC.
Persons who have been provided access to this Whitepaper or to whom a copy of this
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Whitepaper has been distributed or disseminated or who otherwise have the White Paper
in their possession shall not circulate it to any other persons, reproduce or otherwise
distribute this Whitepaper or any information contained herein for any purpose whatsoever
nor permit or cause the same to occur.

Risks and uncertainties

Prospective purchasers of DEXA should carefully consider and evaluate all risks and
uncertainties associated with DEXA, and its businesses and operations, and all information
set out in this Whitepaper and the T&Cs, prior to any purchase of DEXA.

THERE IS NO GUARANTEE THAT THE FUNCTIONALITIES OF DEXA, OR THAT THE
DEXA TOKEN ECONOMY INFRASTRUCTURE, WILL BE DELIVERED OR REALISED.
IF ANY OF SUCH RISKS AND UNCERTAINTIES DEVELOPS INTO ACTUAL EVENTS,
THE BUSINESS, FINANCIAL CONDITION, RESULTS OF OPERATIONS AND
PROSPECTS COULD BE MATERIALLY AND ADVERSELY AFFECTED. IN SUCH
CASES, YOU MAY LOSE ALL OR PART OF THE VALUE OF DEXA. IN THE EVENT
THAT YOU HAVE PURCHASED DEXA, YOUR PURCHASE CANNOT BE REFUNDED
OR EXCHANGED

Appendix

Appendix I - Auctioning Attributes
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The following are the auctioning attributes supported by TezAuction:

1. Reserve Price
The minimum acceptable price established by the seller prior to the auction. It can be
disclosed or undisclosed by the seller to the potential buyers. If set to 0, this turns the
auction into a no-reserve or absolute auction, in which the item will be sold regardless of
the value of the final bid.
Applicable to: English, Dutch, Sealed Bid, Vickrey

2. Opening Price
The initial price at which the auction opens.
Applicable to: English, Dutch

3. Minimum Increment
The minimum amount by which a new bid must exceed the previous bid.
Applicable to: English

4. Start date and time
The auction start date and time (some time in future) before which it cannot be started.
Applicable to: English, Dutch, Sealed Bid, Vickrey

5. Scheduled End date and time
Scheduled auction end date and time. This can extend if there is a non-zero soft close
time. Extension of the scheduled end time will be capped by the hard close time.
Applicable to: English

6. Commit time
The time before which all the sealed bids need to be submitted/committed.
Applicable to: Sealed Bid, Vickrey

7. Reveal time
The time after (after the commit time ends) before which all the bids need to be
disclosed/revealed.
Applicable to: Sealed Bid, Vickrey
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8. Soft close duration
Minimum duration the auction will run for after the latest bid unless extending beyond the
hard close date and time. A soft close duration gets refreshed after each bid, extending
the auction by the same. This will allow the auction to continue beyond the scheduled
end date and time. A soft-closing auction can be contrasted to a hard-closing auction, in
which a bid can be placed just before the end of the hard close time, thus giving other
bidders no time to enter new bids. This is referred to as auction sniping. Therefore
having a soft close duration prevents sniping.
Applicable to: English

9. Round duration
A round is the duration for bidders to accept the present price offered by the seller in a
dutch auction. A new round starts each time the seller drops the price with the round
duration getting refreshed. The seller can only drop the price, starting a new round only
after the current round has ended.
Applicable to: Dutch

10. Hard close date and time
The date and time beyond which the auction will not extend.
Applicable to: English

11. Earnest money deposit / Caution money deposit /
Registration deposit
A refundable payment that must be made by prospective bidders in order to participate
in any auction. The purpose of this deposit is to deter non-serious bidders from
attending the auction.
Applicable to: English, Dutch, Sealed Bid, Vickrey

12. Buyout price
A pre-decided price at which a bidder can choose to buy the item anytime during the
auction and end it (an example is eBay's "Buy It Now" feature). If no participants choose
the ‘buyout’ option, then the highest bidder wins the item.
Applicable to: English

13. Absentee bidding
Turning this feature on allows prospective buyers to submit bids before the auction starts
without having to attend the auction itself.
When submitted an absentee bid in Sealed Bid and Vickrey auctions, the bidder must be
present to reveal the bid, otherwise the bid will be disregarded.

25www.dex.auction



Dex Auction INC.

Applicable to: English, Sealed Bid, Vickrey
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Appendix II - Auction Sequence Flow Diagrams

Generic Auction Flow Sequence
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English Auction Flow Sequence
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Dutch Auction Flow Sequence
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Sealed Bid / Vickrey Auction Flow Sequence
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