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General Explanatory Statement of the Draft Virtual
Asset Services Act

Virtual assets, built upon distributed ledger
technology (DLT) and cryptographic techniques,
have gradually evolved into a new type of financial
product with payment and investment functions,
distinct from traditional financial assets. Virtual asset
service providers (VASPs) offering related
transactional services have emerged in response,
forming a new type of financial services industry that
differs from traditional financial institutions. In order
to effectively and appropriately regulate virtual
assets and related service businesses, the
International Organization of Securities
Commissions (IOSCO) issued its Final Report on
Policy Recommendations for Crypto and Digital
Asset Markets in 2023, and the European Union,
Japan, Korea, Hong Kong and other jurisdictions
have in recent years successively promulgated
financial regulations governing virtual asset
transactions and related services in order to enhance
the protection of virtual asset transactors. On the
whole, an international consensus has gradually
formed that virtual asset transactions and related
services should be subject to dedicated financial
supervision.

In order to ensure the sound operation and
development of virtual asset business in our country,
to enhance the regulation of virtual asset services and
trading markets, to safeguard the rights and interests
of virtual asset transactors in our country, and to
promote the application of emerging technologies
and financial technology innovation in our country, it
is necessary to enact a dedicated statute governing
virtual asset transactions and related services. The
purposes are: to effectively regulate VASPs so as to
facilitate the orderly development of virtual asset—
related services; to establish and require operators to
join the virtual asset trade association in order to
foster self-regulatory mechanisms in the virtual asset
services market; to regulate the issuance of
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stablecoins in order to provide the medium of
exchange necessary for the development of the future
virtual financial world; and to prohibit unfair trading
practices in virtual assets so as to protect the rights
and interests of virtual asset transactors and to
maintain the order of the trading market.
Accordingly, the draft Virtual Asset Services Act
(hereinafter, "this Act") is proposed, with the
following key points:

1. The legislative purpose of this Act, the competent
authority, relevant definitions, and provisions on
innovation experimentation and international
cooperation relating to virtual assets. (Draft Articles
1to5)

2. The scope of virtual asset business, the categories
of service providers and their permission
requirements, rules on exclusive and concurrent
operation, organizational form, use of business name,
capital and operating bond, and the eligibility
requirements for responsible persons and business
personnel. (Draft Articles 6 to 12)

3. Common regulatory requirements for VASPs,
including limits on total liabilities, internal control
and internal audit systems, outsourcing of operations,
customer protection, confidentiality obligations,
customer asset custody, customer fiat currency
retention, withdrawal of customer assets, lending of
virtual assets, financial reporting, and disclosure and
retention of information. (Draft Articles 13 to 23)

4. Specific regulatory requirements for individual
categories of VASPs, including disclosure of virtual
asset exchange information by exchangers,
listing/delisting review by trading platforms, custody
of virtual assets and outsourcing of operations by
custodians, and disclosure and review of
underwriting information by underwriters. (Draft
Articles 24 to 28)

5. Regulation of the trade association of VASPs,
including the obligation of VASPs to join the trade
association, the competent authority's powers of
administration and supervision over the trade
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association, and the trade association's powers of
disciplinary action over members, as well as outreach
and training. (Draft Articles 29 to 33)

6. Regulation of the issuance, trading approval and
management of stablecoins, including issuance and
redemption, establishment and utilization of reserve
assets, internal control and internal audit systems,
confidentiality obligations, and disclosure of
information. (Draft Articles 34 to 41)

7. Administration and supervision of virtual asset
transactions and services, including the prohibition
of fraud and manipulation in virtual assets, the
competent authority's powers of inspection,
disposition and suspension/removal, and rules on the
exit of VASPs from the market. (Draft Articles 42 to
46)

8. Penalties for violations of this Act, including
criminal penalties for virtual asset fraud or
manipulation, unauthorized operation of virtual asset
business or issuance of stablecoins, breach of
obligations to safeguard customer assets, false or
concealed recording in business documents, and use
of misleading business names by non-VASPs; as
well as administrative penalties for breach of other
obligations. Special provisions are also made for the
attribution of intent and negligence to juridical
persons and for conversion of fines into labor
service. (Draft Articles 47 to 54)

9. Transitional provisions for VASPs that have
completed anti-money laundering registration, or for
financial institutions that have provided virtual asset
services, prior to the effective date of this Act. (Draft
Article 55)
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This Act is enacted in order to promote the sound
operation and development of virtual asset business,
to enhance the regulation of virtual asset services and
trading markets, to safeguard the rights and interests
of virtual asset transactors, and to foster financial
technology innovation and the innovative application
of virtual assets.

Virtual assets are a financial-technology innovation
that uses distributed ledger technology and
cryptography to represent digital value, and they
have practical value in facilitating transactions. At
the same time, virtual asset services and markets
present risks such as the protection of customer
assets, information asymmetry, and artificial
influence on the virtual asset trading market. It is
therefore necessary to regulate these activities in
order to promote the sound development of virtual
asset services and trading markets, to enhance market
transparency, and to encourage responsible
innovation. Accordingly, this Article sets out the
legislative purpose of this Act.

The competent authority for this Act shall be the
Financial Supervisory Commission.

This Act regulates virtual assets having payment or
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N

investment functions, which are financial products of
a financial nature. Accordingly, this Article provides
that the competent authority for this Act shall be the
Financial Supervisory Commission.

The terms used in this Act are defined as follows:
(1) Virtual asset: refers to a digital representation of
value that uses cryptography and distributed ledger
technology, or other similar technologies, which can
be stored, exchanged or transferred by digital means,
and is used for payment or investment purposes.
However, the following assets are excluded:

a. The New Taiwan Dollar, foreign currencies, and
currencies issued in mainland China, Hong Kong or
Macau in digital form, securities, and financial assets
issued under other laws and regulations.

b. Non-fungible tokens (NFTs) the value of which
is non-fungible.

(2) Issuance: refers to the act of, for consideration,
creating and offering a virtual asset within the
territory of the Republic of China to non-specific
persons or a specific multitude of persons.

(3) Transactor: refers to a person engaged in the
exchange, transfer, custody, subscription, lending or
other types of transactions of virtual assets as
approved by the competent authority.

(4) Customer: refers to a person who receives any of
the services set forth in Paragraph 1 of Article 6
provided by a virtual asset service provider.

(5) Offshore virtual asset service provider: refers to a
virtual asset service provider that is organized and
registered under foreign law for profit-making
purposes.

(6) Stablecoin: refers to a virtual asset that represents
a link in value to one or more fiat currencies and
aims to maintain stability of value.

(7) Wallet: refers to an application or device used to
store cryptographic keys required for the use of
virtual assets.
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With reference to the Financial Action Task Force
(FATF) 40 Recommendations, a virtual asset is
defined as a digital representation of value that uses
cryptography and distributed ledger technology, or
other similar technologies, can be stored, exchanged
or transferred by digital means, and is limited to
those used for payment or investment purposes. This
is set forth in Subparagraph (1).

The term "payment purpose" in Subparagraph (1),
with reference to paragraphs 50 and 84 of the FATF's
2021 Updated Guidance for a Risk-Based Approach
to Virtual Assets and Virtual Asset Service Providers
(the "FATF Updated Guidance"), and to Article 2,
paragraph 5 of Japan's Payment Services Act, refers
to instruments that can be used to pay consideration
for goods or services provided by non-specific
persons, or to exchange for fiat currency or other
assets with non-specific persons—for example,
payments made using Bitcoin and stablecoins. It does
not include instruments that can be used only within
a pre-set closed system and cannot be transferred or
exchanged, such as airline mileage points or credit-
card reward points that cannot be transferred or
exchanged outside their designated systems.

The term "investment purpose" in Subparagraph (1),
with reference to paragraph 50 of the FATF Updated
Guidance, refers to assets that possess intrinsic value
capable of being transferred or exchanged. Since the
market exchange value of such virtual assets differs
from the value of the assets they represent, they have
become assets with independent value in the market
and may serve as instruments for transactors to invest
in. Conversely, items used purely to record or
represent ownership of, or other rights in, other
assets—for example, digital bank records used solely
to represent the amount of a consumer's deposit—do
not have an investment purpose.

With reference to the FATF 40 Recommendations
and Article 2(4) of the EU Markets in Crypto-Assets
Regulation ("MiCA Regulation"), virtual assets that
have the character of financial assets issued under
other laws and regulations are excluded from the
definition of "virtual asset" and remain governed by
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other financial regulations. Accordingly, item a. of
the proviso to Subparagraph (1) provides that digital
forms of the New Taiwan Dollar, currencies issued
in foreign countries, mainland China, Hong Kong or
Macau, digital securities, and financial assets issued
under other laws and regulations—such as futures,
deposits and insurance policies—do not constitute
virtual assets under this Act, even if represented
using cryptography and distributed ledger technology
or other similar technologies. It is also noted that
stablecoins issued under this Act are not financial
assets issued under other laws and regulations, and
therefore remain virtual assets under this Act.

Non-fungible tokens (NFTs) as known in the virtual
asset market—where the value they represent is
specific and non-fungible, for example tokens
representing a particular work of art, collectible or
piece of real property—are essentially transactions in
specific property. They are transactions between
specific persons based on a relationship of trust and
are less of a bulk-trading nature. Even though such
NFTs may have an investment purpose by reason of
their independent intrinsic value, there is less need to
protect non-specific transactors from information
asymmetry. Accordingly, with reference to Article
2(3) of the EU MiCA Regulation and recitals (10)
and (11) thereof, item b. of the proviso to
Subparagraph (1) provides that virtual assets under
this Act do not include non-fungible tokens the value
of which is non-fungible. Whether a particular NFT
falls within this exception, in accordance with the
EU MiCA Regulation and its recitals, shall be
determined by whether the rights represented by the
NFT are non-fungible, rather than by the technical
specifications applied to the NFT. For example,
where an NFT represents the right to redeem for
designated goods or services but has value
independent of such goods or services and is issued
in a defined quantity, even if individual NFTs are
technically non-fungible from one another, because
the redemption rights they represent are common in
nature, they shall not be regarded as non-fungible in
value under this item.

The term "issuance" under this Act refers to the act
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of creating a virtual asset within the territory of the
Republic of China and offering it to others, including
offerings to non-specific persons or a specific
multitude of persons, and is limited to those made for
agreed consideration. This is set forth in
Subparagraph (2).

The term "transactor" under this Act refers to a
person engaged in the types of virtual asset
transactions regulated by this Act, and is not limited
to customers of virtual asset service providers. This
is set forth in Subparagraph (3).

With reference to Article 3(1)(39) of the EU MiCA
Regulation and Article 2, paragraph 3 of Korea's
Virtual Asset User Protection Act, Subparagraph (4)
provides that "customer" under this Act refers to the
person to whom a virtual asset service provider
provides services.

An offshore-established virtual asset service provider
that conducts virtual asset business within the
territory of the Republic of China shall also be
subject to this Act. Accordingly, with reference to
Article 4, paragraph 2 of the Securities and Exchange
Act, Subparagraph (5) defines "offshore virtual asset
service provider."

The United States, the European Union, Japan, Hong
Kong, the United Kingdom and Singapore each
regulate, as stablecoins, virtual assets the value of
which is pegged one-to-one to a fiat currency. There
is a need to regulate such virtual assets in our country
as well. Accordingly, with reference to Section 2(22)
of the U.S. Guiding and Establishing National
Innovation for U.S. Stablecoins Act ("GENIUS
Act"), Article 3(1)(7) of the EU MiCA Regulation,
Section 4 of Hong Kong's Stablecoins Ordinance,
and Singapore's regulatory framework for
stablecoins, Subparagraph (6) defines "stablecoin."”
The term "link in value" refers to a fixed one-to-one
exchange ratio with a fiat currency.

Virtual assets are held and disposed of by storing
their cryptographic keys in wallets. Accordingly,
with reference to the definition in the IOSCO Final
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Report on Policy Recommendations for Crypto and
Digital Asset Markets (2023) (the "IOSCO Final
Report"), Subparagraph (7) defines "wallet."

In order to promote inclusive finance and the
development of financial technology, applicants for
an innovation experiment relating to virtual asset
business under the Financial Technology
Development and Innovative Experimentation Act
shall not be limited to virtual asset service providers.
The innovation experiment under the preceding
paragraph may, within the period and scope
approved by the competent authority, not be subject
to the provisions of this Act.

The competent authority shall, in light of the conduct
of the innovation experiment under Paragraph 1,
review the appropriateness of this Act and other
related financial regulations.

Virtual assets are an area of financial-technology
innovation, and the future development of related
business may require innovation experimentation in
order to achieve regulatory adaptation with this Act.
To allow future virtual-asset matters to be eligible for
innovation experiments under the Financial
Technology Development and Innovative
Experimentation Act, with reference to Article 44-1
of the Securities and Exchange Act and Article 5-1
of the Futures Trading Act, Paragraph 1 provides that
applicants for an innovation experiment are not
limited to virtual asset service providers, and
Paragraph 2 provides that the provisions of this Act
may be inapplicable during an innovation
experiment. It is also noted that, pursuant to Article
25, paragraph 1 of the Financial Technology
Development and Innovative Experimentation Act,
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an innovation experiment may not exclude the
application of the Money Laundering Control Act,
the Counter-Terrorism Financing Act, or related
legal orders or administrative rules.

In order to promote inclusive finance and the
development of financial technology, Paragraph 3
provides that the competent authority shall, taking
into account the conduct of virtual-asset innovation
experiments—including using reports during the
experimental period as a basis for subsequent
assessment—review the appropriateness of this Act
and other related financial regulations. The
competent authority shall also, pursuant to Article
18, paragraph 3 of the Financial Technology
Development and Innovative Experimentation Act,
submit a written report to the Legislative Yuan
within three months after the end of each year and
publish its contents on the competent authority's
website.

In order to promote international cooperation
between the competent authority of our country and
the competent authorities for virtual assets of other
countries, the competent authority, or an agency,
institution or organization authorized by it, may, on
the principle of reciprocity, enter into cooperation
treaties, agreements or arrangements with foreign
governments, institutions or international
organizations on matters such as exchange of
information, technical cooperation, and assistance in
investigations.

Except where to do so would impair the national
interest or the rights and interests of the transacting
public, the competent authority may, pursuant to a
treaty, agreement or arrangement entered into under
the preceding paragraph, request relevant authorities
or require relevant institutions, juridical persons,
organizations or natural persons to provide necessary
information in accordance with the treaty, agreement
or arrangement, and may, on the principles of
reciprocity and confidentiality, provide such
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country.
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5. BBSREIRRABMEERT SRRA0. thESIH the competent authority, or a party authorized by it,

% WS AT T HEI S ERAAEIHET may enter into cooperation treaties, agreements or
arrangements with foreign governments, institutions

(8). EA, BRIERARMREREERY or international organizations. Paragraph 2 provides
HEZ X EESASEHFERBLEITEY. e  that the competent authority may require relevant

_ ( r i agencies, juridical persons, organizations or natural
HIHBABEBRAT, HBNEFRER,

persons to provide necessary information relating to
virtual asset business and may provide such
information to the foreign governments, institutions
or international organizations that have entered into a
treaty, agreement or arrangement with our country.

BE EREERBEE

Chapter II Virtual Asset Service Providers

Bf& / Article 6
[f8£3Z Article]

RAERE Y EREELE FEEREEANAM Virtual asset business conducted under this Act

means the business of providing, within the territory
ARFETIRBAE of the Republic of China, the following services to
—. EREERFES. ABEERAREE, b

(1) The exchange between virtual assets and the New

FERRRARITERE 2 IR, Taiwan Dollar, foreign currencies, and currencies

- ERSERNZXBREEBRE. issued in mainland China, Hong Kong or Macau, and
_ X related services.
=, ERAEZBERMBERE. (2) The exchange between virtual assets, and related

M, REREEEHEERAURFEREEL,  services.

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB
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(3) The transfer of virtual assets, and related services.
(4) The custody or management of virtual assets, or
of the instruments used to control virtual assets, and
related services.

(5) The issuance or sale of virtual assets, and related
services.

(6) Receiving virtual assets and agreeing to return or
pay the same or a greater quantity or value of virtual
assets, and related services.

(7) Other virtual asset services as approved by the
competent authority.

A person engaged in any of the businesses set forth
in the preceding paragraph is a virtual asset service
provider (VASP), and shall be categorized as
follows:

(1) A person engaged in the business set forth in
Subparagraph (1) or (2) of the preceding paragraph is
a virtual asset exchanger.

(2) A virtual asset exchanger that operates the
business of a centralized trading market for virtual
assets is a virtual asset trading platform.

(3) A person engaged in the business set forth in
Subparagraph (3) of the preceding paragraph is a
virtual asset transferor.

(4) A person engaged in the business set forth in
Subparagraph (4) of the preceding paragraph is a
virtual asset custodian.

(5) A person engaged in the business set forth in
Subparagraph (5) of the preceding paragraph is a
virtual asset underwriter.

(6) A person engaged in the business set forth in
Subparagraph (6) of the preceding paragraph is a
virtual asset lender.

(7) A person engaged in the business set forth in
Subparagraph (7) of the preceding paragraph is
another virtual asset service provider.

With reference to the FATF 40 Recommendations, a
virtual asset service provider is defined as a business
engaged in the exchange between virtual assets and
fiat currency, the exchange between different virtual
assets, transfer, custody, and underwriting of virtual
assets. Accordingly, Subparagraphs (1) through (5)
of Paragraph 1 and Subparagraphs (1) through (5) of
Paragraph 2 set forth the scope of virtual asset
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business, the definition of a virtual asset service
provider, and the definitions of virtual asset
exchanger, virtual asset trading platform, virtual
asset transferor, virtual asset custodian and virtual
asset underwriter. Further explanation is as follows:

The "exchange and related services" in
Subparagraphs (1) and (2) of Paragraph 1 refer to
related services in which a person carries out, on
behalf of others, the purchase, sale, barter or other
exchange arrangements involving virtual assets. Such
services are distinct from the domestic and foreign
exchange business under Article 29, paragraph 1 of
the Banking Act, or the electronic payment business
under Article 4, paragraph 1 of the Act Governing
Electronic Payment Institutions. Subparagraphs (1)
and (2) of Paragraph 1 and Subparagraph (1) of
Paragraph 2 accordingly define virtual asset
exchange business and virtual asset exchanger so that
they fall within this Act. The exchange of virtual
assets between transactors themselves, on the other
hand, does not constitute the provision of services to
others and does not meet the elements of "operating
virtual asset business," "for others," or "as a
business," and therefore does not constitute a virtual
asset exchange business or a virtual asset exchanger.

Virtual asset trading platforms are currently the
largest category of virtual asset service providers,
and special provisions are needed. Accordingly, with
reference to Article 3(1)(18) of the EU MiCA
Regulation, Subparagraph (2) of Paragraph 2 defines
a virtual asset trading platform as a virtual asset
service provider that provides the service of a
centralized trading market for virtual assets—that is,
a market established for the competitive trading of
virtual assets—and provides that a virtual asset
trading platform is a type of virtual asset exchanger.

The "transfer of virtual assets and related services" in
Subparagraph (3) of Paragraph 1 refers to related
services in which a person acquires or disposes of
virtual assets on behalf of others, including services
relating to payment in virtual assets. It does not
include transactors self-transferring virtual assets
through non-custodial wallets. Such services are also
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distinct from the domestic and foreign exchange
business under Article 29, paragraph 1 of the
Banking Act, and the electronic payment business
under Article 4, paragraph 1 of the Act Governing
Electronic Payment Institutions. Subparagraph (3) of
Paragraph 1 and Subparagraph (3) of Paragraph 2
accordingly define the virtual asset transfer business
and the virtual asset transferor.

The "custody or management of virtual assets, or of
the instruments used to control virtual assets" in
Subparagraph (4) of Paragraph 1 refers to the
custody or management on behalf of others of
wallets, wallet private keys, or other instruments that
can be used to control virtual assets. It does not
include non-custodial wallet operators that have no
control over the virtual assets of others.
Subparagraph (4) of Paragraph 2 provides that a
person engaged in the foregoing business is a virtual
asset custodian.

The "issuance or sale of virtual assets and related
services" in Subparagraph (5) of Paragraph 1 refers
to services such as underwriting the issuance or sale
of virtual assets for others, and does not include the
act of issuing virtual assets for one's own account.
Subparagraph (5) of Paragraph 2 provides that a
person engaged in the foregoing business is a virtual
asset underwriter.

A virtual asset lender that engages in the business of
receiving virtual assets and agreeing to return or pay
the same or a greater quantity or value of virtual
assets, by the nature of its business, bears a
continuous obligation to return virtual assets. Its ratio
of liabilities to equity is therefore typically high, and
it is liable to fall into insolvency by reason of
business losses. The nature of its business also
requires it to return virtual assets on demand or
within a short period at the customer's request, giving
rise to relatively high liquidity requirements. Where
market trust is lacking, mass redemption requests
from customers may give rise to liquidity risk and
the inability to return assets in a timely manner. On
the whole, virtual asset lenders bear relatively higher
financial risk, and their insolvency would have a
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non-negligible impact on customer rights and the
soundness of the overall virtual asset market, making
regulation necessary. Such services are distinct from
the deposit-taking business under Articles 5-1, 29,
paragraph 1, and 29-1 of the Banking Act.
Accordingly, with reference to Article 23, paragraph
1, item 8 of Japan's Cabinet Office Order on
Cryptoasset Exchange Service Providers,
Subparagraph (6) of Paragraph 1 and Subparagraph
(6) of Paragraph 2 define the virtual asset lending
business and the virtual asset lender so that they fall
within this Act.

Considering the rapid development of virtual asset
business, and in order to prevent new types of
services from being outside the scope of regulation,
Subparagraph (7) of Paragraph 1 and Subparagraph
(7) of Paragraph 2 are hereby established.

A virtual asset service provider shall, in accordance
with each category set forth in Paragraph 2 of the
preceding Article, obtain the permission of the
competent authority and be issued a permission
license before commencing business. Except as
otherwise provided by the competent authority, no
person who has not obtained permission and been
issued a permission license shall conduct the
corresponding virtual asset business.

A virtual asset service provider shall obtain the
permission or approval of the competent authority
before establishing branch offices or automated
service equipment.

An offshore virtual asset service provider that
establishes a branch office within the territory of the
Republic of China shall obtain the permission of the
competent authority and be issued a permission
license.

A financial institution may, with the permission of
the competent authority, concurrently operate virtual
asset business, in which case it is a virtual asset
service provider under this Act.

The conditions for the establishment of the virtual
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asset service providers, their branch offices and
automated service equipment under the preceding
four paragraphs, the procedures for applying for
permission or approval, the documents to be
attached, the revocation of permission or approval,
the eligibility conditions and the categories of
business for financial institutions engaged in
concurrent operation, and other related matters, shall
be prescribed by regulations to be enacted by the
competent authority.

A virtual asset service provider has the nature of a
financial-services provider and shall obtain the
permission of the competent authority before
commencing business, so that the competent
authority may, in advance, review and regulate its
business. Accordingly, with reference to Article 44,
paragraph 1 of the Securities and Exchange Act,
Paragraph 1 establishes a permission-based system
for virtual asset service providers, under which no
person without permission and a permission license
may conduct virtual asset business.

A virtual asset service provider that establishes
branch offices, or that provides services using
automated service equipment, shall also obtain the
permission or approval of the competent authority.
Accordingly, with reference to Article 57, paragraphs
1 and 2 of the Banking Act, Paragraph 2 is hereby
established.

Where an offshore virtual asset service provider
establishes a branch office, such as a branch
company, within the territory of the Republic of
China to conduct virtual asset business, such branch
office shall also obtain the permission of the
competent authority and be issued a permission
license. Accordingly, with reference to Article 44,
paragraph 3 of the Securities and Exchange Act,
Paragraph 3 is hereby established.

Financial institutions are already subject to
regulation by the competent authority under their
respective industry-specific regulations, and allowing
them to concurrently operate virtual asset business
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will help to enhance the sound order of the virtual
asset services market. Accordingly, with reference to
Article 60 of the EU MiCA Regulation, Paragraph 4
provides that financial institutions may, with the
permission of the competent authority, concurrently
operate virtual asset business and shall comply with
the regulatory requirements under this Act applicable
to virtual asset service providers.

With respect to the conditions and procedures for
application for permission or approval under
Paragraphs 1 through 4 and other related matters,
with reference to Article 57, paragraph 3 of the
Banking Act and Article 72, paragraph 1 of the
Securities Investment Trust and Consulting Act,
Paragraph 5 authorizes the competent authority to
prescribe the relevant regulations.

Except as otherwise provided by the competent
authority, a virtual asset service provider shall
conduct business within the scope of business
approved by the competent authority. The addition of
new virtual asset business or the operation of other
business shall be approved by the competent
authority.

The relocation, abolition, commencement of
business, suspension of business, resumption of
business, cessation of business, dissolution and
change of scope of business of a virtual asset service
provider shall be approved by the competent
authority.

The regulations on the business operation and
financial management of virtual asset service
providers under the preceding two paragraphs, the
conditions and procedures for applying for approval,
the documents to be attached, the revocation of
approval, and other matters to be complied with,
shall be prescribed by the competent authority.
Where the business operation and financial
management of a virtual asset service provider under
the preceding paragraph involve matters within the
purview of the Central Bank, the regulations shall be
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prescribed in consultation with the Central Bank.

Once a virtual asset service provider has obtained
permission for a particular category under Paragraph
1 of Article 7, it shall first obtain the approval of the
competent authority before adding any other
unapproved virtual asset business within that
category. Where the provider intends to operate other
business outside the scope of virtual asset business
set forth in Paragraph 1 of Article 6—including other
licensed businesses under the purview of the
competent authority such as securities firms or
futures firms, as well as other ancillary business—it
shall also obtain the approval of the competent
authority. This is to enable the competent authority
to control its business risks and to prevent the
operation of other business from affecting the sound
operation of virtual asset business and the rights of
virtual asset customers. Accordingly, with reference
to Article 59(8) of the EU MiCA Regulation,
Paragraph 1 is hereby established.

In order to ensure the continued supervision by the
competent authority of virtual asset business,
Paragraph 2 provides that the relocation, abolition,
commencement of business, suspension of business,
resumption of business, cessation of business,
dissolution and change of scope of business of a
virtual asset service provider shall be approved by
the competent authority.

In order to promote the sound operation and
development of virtual asset business, Paragraph 3
authorizes the competent authority to prescribe
regulations on the business operation and financial
management of virtual asset service providers, as
well as on the conditions and procedures for applying
for approval under Paragraphs 1 and 2, the
documents to be attached, the revocation of approval,
and other matters to be complied with. Paragraph 4
provides that, where any matter falls within the
purview of the Central Bank, such regulations shall
be prescribed in consultation with the Central Bank.
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The organizational form of a virtual asset service
provider shall be limited to a company limited by
shares. However, this shall not apply to a branch
office established by an offshore virtual asset service
provider pursuant to Paragraph 3 of Article 7, to a
financial institution concurrently operating virtual
asset business pursuant to Paragraph 4 of Article 7,
or to any other organizational form approved by the
competent authority.

In order to ensure the financial soundness of virtual
asset service providers, a virtual asset service
provider shall in principle be operated in the form of
a company limited by shares, so that the related
financial requirements and accountability
mechanisms can be implemented. Accordingly, the
main text of this Article is hereby established.

Considering that financial institutions are already
subject to regulation by the competent authority
under their respective industry-specific regulations,
there is no need for them to separately establish a
company limited by shares in order to concurrently
operate virtual asset business. In addition, an
offshore virtual asset service provider may operate
virtual asset business through a branch office under
Paragraph 3 of Article 7, and is also not limited to a
company limited by shares. Furthermore, considering
that the application of distributed ledger technology
and smart-contract technology may give rise to new
types of commercial organizational forms, with
reference to Article 59(1)(a) of the EU MiCA
Regulation, other organizational forms approved by
the competent authority are included—that is, the
competent authority may, on the condition that a new
type of organizational form meets supervisory
requirements, approve a virtual asset service provider
to operate business in such new form. Accordingly,
the proviso of this Article is hereby established.

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB

EENERE,

20



BHE& / Article10
(1532 Article]
EREERBE2ERE K EEHEREEZT
B, BRELREMNBERERLEEREEER
&, R,
FEREERBEHIEEANEERIS
FARBEAEREERKEE BB,

[:288 Explanation]
AREREERBECEFAZ PR T ERER
AAREECEREERKE K R2ERSFXS
EEI TR, HEXRZEFER +/RKRBITESE
THHREAE L RE-HERAREIERBIIZE
REERGE  HEBEEHEREEZFR,
YREZREAFEREERBBE T SERAE—
HEBAZEARZTEAEREERBE 2B
B

TRIMBREEREERKE , BOHNTERE
BEECFR , MBRXEHSRHEBEF 2H
H, EAS-REERE,

B+—1%
(#5327 Article]
EREEREEEEREEAERIEREEE
¢ HEEHIEREES,
EREEREEEAR RSN RS
MEECSRBERTELRES  HoBEmE

/  Article 11

[

FHBRBEEMHEIMPRL

ERRBUESE

21

The business name of a virtual asset service provider
shall include the words "virtual asset." However, this
shall not apply to a person concurrently operating
virtual asset business under Paragraph 4 of Article 7.
A person other than a virtual asset service provider
shall not use the name referred to in the preceding
paragraph, or any name that is likely to mislead
others into believing it to be a virtual asset service
provider.

In order to enable customers of virtual asset service
providers to easily identify virtual asset service
providers that have been licensed and regulated by
the competent authority, with reference to Article 50
of the Securities and Exchange Act, Article 58 of the
Futures Trading Act and Article 20 of the Banking
Act, Paragraph 1 provides that the business name of
a virtual asset service provider licensed by the
competent authority shall include the words "virtual
asset,”" and Paragraph 2 provides that any person
other than a virtual asset service provider shall not
use such name or any name likely to mislead others
into believing it to be a virtual asset service provider.

A financial institution that concurrently operates
virtual asset business may, by way of exception, omit
the words "virtual asset" in order to avoid impairing
the identification by its financial-business customers.
Accordingly, the proviso of Paragraph 1 is hereby
established.

A virtual asset service provider shall have a
minimum amount of capital or allocated operating
funds, the amount of which shall be prescribed by the
competent authority.

A virtual asset service provider shall, prior to
commencement of business, deposit an operating
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bond with a financial institution designated by the
competent authority, the amount of which shall be
prescribed by the competent authority.

Creditors in respect of debts arising from the virtual
asset business of a virtual asset service provider shall
have a priority right to be repaid out of the operating
bond under the preceding paragraph.

Where, as a result of discharging the obligations
under the preceding paragraph, the operating bond
falls below the amount prescribed under Paragraph 2,
the virtual asset service provider shall replenish the
bond.

The finances of a virtual asset service provider shall
be sound in order to ensure its capacity to
continuously provide services. Accordingly, with
reference to Article 48 of the Securities and
Exchange Act, Article 15 of the Standards Governing
the Establishment of Securities Firms, and Article 59
of the Futures Trading Act, Paragraph 1 provides that
the minimum capital or allocated operating funds of
a virtual asset service provider shall be prescribed by
the competent authority by reference to its category
and scope of business.

In order to protect the interests of customers of
virtual asset service providers and to ensure the
ability of virtual asset service providers to discharge
their responsibilities, with reference to Article 55 of
the Securities and Exchange Act and Article 60 of
the Futures Trading Act, Paragraph 2 provides that a
virtual asset service provider shall deposit an
operating bond, the amount of which shall be
prescribed by the competent authority by reference to
its category and scope of business. Paragraphs 3 and
4 provide that, with respect to debts owed by a
virtual asset service provider to its customers arising
from the conduct of virtual asset business, such
customers, as creditors, shall have a priority right to
be repaid out of the operating bond, and that the
virtual asset service provider has the obligation to
replenish the operating bond.
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The eligibility conditions, codes of conduct, training
requirements, and other matters to be complied with
by the responsible persons and business personnel of
a virtual asset service provider shall be prescribed by
the competent authority.

A person who does not meet the eligibility
conditions prescribed under the preceding paragraph
shall not serve as a responsible person or business
personnel of a virtual asset service provider; the
competent authority shall remove from office any
person already serving who fails to meet such
conditions.

A person who has been convicted by a final
judgment of the offense of virtual asset fraud, money
laundering, or an offense in violation of this Act, and
whose sentence has not yet been executed, has not
been fully executed, or where less than five years
have elapsed since the execution was completed, the
probation period expired, or a pardon was granted,
shall not serve as a responsible person of a virtual
asset service provider; the competent authority shall
remove from office any person already serving in
such capacity.

In order to ensure the sound operation of virtual asset
service providers, their responsible persons and
business personnel should meet certain eligibility
conditions. Accordingly, with reference to Article 69
of the Securities Investment Trust and Consulting
Act, Paragraph 1 authorizes the competent authority
to separately prescribe rules on the eligibility
conditions, etc. for responsible persons and business
personnel. The term "responsible person" in this
Article follows the meaning under Article 8§ of the
Company Act.

A person who does not meet the eligibility
conditions prescribed by the competent authority
shall not serve as a responsible person or business
personnel of a virtual asset service provider. Where a
person fails to meet the eligibility conditions after
taking office, the competent authority shall be
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authorized to remove him or her from office.
Accordingly, with reference to Article 35-2 of the
Banking Act and Article 137-1 of the Insurance Act,
Paragraph 2 is hereby established.

In view of the characteristics of virtual assets—
anonymity, speed of transfer, and high cross-border
mobility—which make them susceptible to use as a
vehicle for fraud or money laundering, and in order
to prevent ill-intentioned persons from exploiting
positions within virtual asset service providers to
engage in or conceal unlawful conduct, persons who
have been convicted by final judgment of virtual
asset fraud, money laundering, or an offense in
violation of this Act, and whose sentence has not yet
been executed, has not been fully executed, or where
less than five years have elapsed since the execution
was completed, the probation period expired, or a
pardon was granted, have caused serious harm to
consumer rights and financial order, and cannot be
regarded as fit and proper management personnel.
Accordingly, Paragraph 3 provides that such persons
shall not serve as responsible persons of a virtual
asset service provider; the competent authority shall
remove from office any person already serving in
such capacity.

The total external liabilities of a virtual asset service
provider shall not exceed a certain multiple of its net
worth, and its total current liabilities shall not exceed
a certain percentage of its total current assets.
However, this shall not apply to a financial
institution concurrently operating virtual asset
business pursuant to Paragraph 4 of Article 7.

The multiple and percentage referred to in the
preceding paragraph shall be prescribed by the
competent authority.

In order to ensure the financial soundness of virtual
asset service providers, virtual asset service
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providers shall meet certain financial prudential
requirements. Accordingly, with reference to Article
49 of the Securities and Exchange Act, the main text
of Paragraph 1 is hereby established, and Paragraph
2 authorizes the competent authority to prescribe
specific rules.

Considering that the industry-specific regulations
applicable to each financial institution already
provide relevant rules on financial matters and that
financial institutions are subject to a high degree of
supervision, the proviso of Paragraph 1 provides that
financial institutions concurrently operating virtual
asset business are not subject to the main text of that
paragraph.

A virtual asset service provider shall establish an
internal control and internal audit system; the
objectives, principles, policies, operating procedures
and other matters to be complied with shall be
prescribed by the competent authority.

A virtual asset service provider shall establish an
information and communications system security
management system, a management and
confidentiality policy for operational information,
and a business continuity policy, and shall adopt
appropriate measures and procedures; the relevant
regulations shall be prescribed by the competent
authority, in consultation with the Ministry of Digital
Affairs or other relevant authorities where necessary.

A virtual asset service provider shall, in accordance
with the rules prescribed by the competent authority,
establish and maintain an effective and sound
internal control and internal audit system to control
business-related risks and to comply with relevant
laws and regulations. Accordingly, Paragraph 1 is
hereby established.

A virtual asset service provider shall, in accordance
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with the regulations prescribed by the competent
authority, establish a stable and secure information
and communications system security management
system to ensure its cybersecurity, formulate a
business continuity policy to ensure its continued
operation, and establish a management and
confidentiality policy for operational information.
With reference to Recommendation 17 of the [OSCO
Final Report, Article 68(7) of the EU MiCA
Regulation, Article 63-8 of Japan's Payment Services
Act, Article 13 of Japan's Cabinet Office Order on
Cryptoasset Exchange Service Providers, and Section
12.3 of Hong Kong's Guidelines for Virtual Asset
Trading Platform Operators, Paragraph 2 is hereby
established. Considering that the Ministry of Digital
Affairs has professional authority over cybersecurity
policy, systems and technical matters, in order to
ensure that the relevant regulations are more
comprehensive, the competent authority is expressly
authorized to consult with the Ministry of Digital
Affairs or other relevant authorities where necessary.

Where a virtual asset service provider outsources
operations to others, it shall establish internal
operating systems and procedures relating to the
scope of the matters outsourced, the protection of
customer rights, risk management, and internal
control principles; the relevant regulations shall be
prescribed by the competent authority.

Where a virtual asset service provider outsources
operations to others and the customer's rights are
impaired by the intentional act or negligence of the
outsourced institution or its employees, the virtual
asset service provider shall remain liable to the
customer to the same extent as it would be under the
law.

A virtual asset service provider that outsources
operations shall, in accordance with the regulations
prescribed by the competent authority, establish
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internal handling systems and procedures to ensure
the quality of operations and the protection of
customer rights, and to mitigate the risks that may
arise from outsourcing. Accordingly, with reference
to Article 45-1, paragraph 3 of the Banking Act, this
Article is hereby established. The outsourcing of part
of its operations shall not affect the responsibility
owed by the virtual asset service provider to its
customers, who shall be entitled to hold the provider
liable to the same extent for the intentional acts or
negligence of the outsourced institution.

A virtual asset service provider shall, in providing
virtual asset services, act on the principle of fairness,
reasonableness, honesty and good faith, and shall
discharge the duty of care of a good administrator
and the fiduciary duty.

In order to strengthen the discharge by virtual asset
service providers of their duty to protect customers,
with reference to Article 66(1) of the EU MiCA
Regulation, this Article provides that a virtual asset
service provider shall, in providing virtual asset
services, act on the principle of fairness,
reasonableness, honesty and good faith, and shall
discharge the duty of care of a good administrator
and the fiduciary duty.

Except as otherwise provided by other laws or by the
competent authority, a virtual asset service provider
shall maintain confidentiality with respect to
customer data, transaction data, and other related
data, except where so required by other laws or under
special circumstances prescribed by the competent
authority.

The competent authority may require a virtual asset
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service provider to formulate written confidentiality
measures with respect to the data subject to
confidentiality under the preceding paragraph, and to
disclose the material elements of such confidentiality
measures via the internet or by such means as
designated by the competent authority.

A virtual asset service provider shall maintain
confidentiality with respect to the customer data it
holds, in order to protect customer privacy and to
maintain public trust. Accordingly, with reference to
Article 42 of the Financial Holding Company Act,
Paragraph 1 provides for the duty of confidentiality
of a virtual asset service provider with respect to
customer data. In view of the fact that judicial,
supervisory and tax authorities may, in the
performance of their duties, obtain customer data in
accordance with law, the proviso provides that the
duty of confidentiality shall not apply where so
required by other laws or under special
circumstances prescribed by the competent authority.

In order to ensure the implementation by virtual asset
service providers of the duty of confidentiality under
Paragraph 1, Paragraph 2 provides that the competent
authority may require a virtual asset service provider
to formulate confidentiality measures and publicly
disclose the material elements thereof.

Assets held in custody by a virtual asset service
provider for customers shall be kept separate from
and independent of its own assets, in the manner
prescribed by the competent authority.

Creditors of a virtual asset service provider shall not
assert any claim against, or exercise any other right
over, customer assets held in custody by the
provider.

Upon the bankruptcy of a virtual asset service
provider, customer assets held in custody by it shall
not form part of its bankruptcy estate.
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A virtual asset service provider shall not use, or
instruct a financial institution to use, customer assets,
except in accordance with the customer's instructions
to dispose of the customer's assets, in order to offset
fee debts owed by the customer to the provider in
accordance with law, or for any other cause
permitted by the competent authority.

Assets held in custody by a virtual asset service
provider for customers remain the property of the
customers. To prevent commingling with the
provider's own assets, which would obscure
ownership and impair customer rights, with reference
to Recommendation 13 of the IOSCO Final Report
and Article 70(1) and (2) and Article 75(7) of the EU
MiCA Regulation, Paragraph 1 provides that the
provider's own assets and the customer assets shall
be kept separate and independent. "Customer assets"
includes the customer's virtual assets, fiat currency
and other assets.

Since assets held in custody for customers are the
property of the customers, the creditors of a virtual
asset service provider may not exercise any rights
over the customer assets, and upon the bankruptcy of
the provider such assets do not form part of its
bankruptcy estate. Accordingly, with reference to
Recommendation 13 of the IOSCO Final Report and
Article 70(1) and Article 75(7) of the EU MiCA
Regulation, Paragraphs 2 and 3 are hereby
established.

In order to protect customer assets and to prevent
misappropriation of customer assets by the provider
followed by inability to repay, which would harm
customer rights, with reference to Article 70(1) and
(2) of the EU MiCA Regulation and paragraph 7 of
Hong Kong's Guidance on Expected Standards for
Authorized Institutions Providing Digital Asset
Custodial Services, Paragraph 4 sets forth the general
prohibition on the use of customer assets by virtual
asset service providers, together with the exceptional
circumstances under which use is permitted.
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Where a virtual asset service provider receives or
pays out fiat currency in connection with its virtual
asset business, it may, with the consent of the
customer, retain the customer's fiat currency in a
dedicated deposit account in the same currency
opened by the virtual asset service provider with a
financial institution.

A virtual asset service provider shall place the fiat
currency retained for customers under the preceding
paragraph in trust, or obtain a full performance
guarantee from a bank.

Where a virtual asset service provider retains
customer fiat currency in accordance with the
preceding two paragraphs, the regulations prescribed
under Paragraphs 3 and 4 of Article 26 shall apply
mutatis mutandis.

A virtual asset service provider may, in conducting
its virtual asset business, engage in the business of
retaining customers' fiat currency. To protect
customer rights, with reference to Article 17 of the
Act Governing Electronic Payment Institutions and
Article 38, paragraph 2 of the Regulations Governing
Securities Firms, Paragraph 1 provides that, where
the business of a virtual asset service provider
involves the receipt and payment of fiat currency, the
provider may, with the customer's consent, retain the
customer's fiat currency in a dedicated account in the
same currency opened by it with a financial
institution.

A virtual asset service provider shall take appropriate
measures to ensure its ability to return the customer
fiat currency it retains. Accordingly, with reference
to Recommendation 13 of the IOSCO Final Report,
Article 70(3) of the EU MiCA Regulation, Article
63-11 of Japan's Payment Services Act, Article 26,
paragraph 1 of Japan's Cabinet Office Order on
Cryptoasset Exchange Service Providers, Article 6,
paragraph 1 of Korea's Virtual Asset User Protection
Act, and Article 21 of our country's Act Governing
Electronic Payment Institutions, Paragraph 2
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provides that the provider shall place customer fiat
currency in trust or obtain a full performance
guarantee.

To prevent the commingling of customer fiat
currency with the provider's own assets, and to
mitigate the impact on customer rights of the
provider's bankruptcy or misappropriation of
customer assets, with reference to Recommendation
15 of the IOSCO Final Report, Paragraph 3 provides
that where a virtual asset service provider retains
customer fiat currency, the reconciliation
requirements applicable to a virtual asset custodian
in safeguarding customer assets shall apply mutatis
mutandis.

A virtual asset service provider shall not refuse a
customer's withdrawal or transfer-out of his or her
assets. However, this shall not apply where so
required by other laws or under special
circumstances prescribed by the competent authority.
With respect to a customer engaged in suspected
unlawful transactions or transactions that are
manifestly abnormal, a virtual asset service provider
may suspend the transfer-in, withdrawal or transfer-
out of the customer's assets, or suspend all or part of
the transaction functions.

The criteria for identifying customers engaged in
suspected unlawful or manifestly abnormal
transactions under the preceding paragraph, the
operating procedures for suspending transfer-in,
withdrawal, transfer-out or transactions, and other
matters to be complied with, shall be prescribed by
the competent authority.

Assets held in custody by a virtual asset service
provider for customers are the property of the
customers, and the provider may not arbitrarily
refuse withdrawal or transfer-out by the customer.
Accordingly, with reference to Article 11 of Korea's
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Virtual Asset User Protection Act, Paragraph 1
provides that, except where required by law or under
special circumstances prescribed by the competent
authority, a virtual asset service provider shall not
refuse a customer's withdrawal or transfer-out of his
or her assets. The term "law" includes legal orders
issued under statutory authorization.

In order to prevent virtual asset services from being
used for criminal transactions, with reference to
Article 45-2 of the Banking Act, Paragraph 2
provides that, with respect to customers engaged in
suspected unlawful or manifestly abnormal
transactions, the virtual asset service provider may
suspend the transfer-in, withdrawal or transfer-out of,
or other transaction functions relating to, the
customer's assets. Paragraph 3 authorizes the
competent authority to prescribe regulations on the
criteria for identifying such customers and the
relevant operating procedures.

With respect to a virtual asset service provider's
lending of virtual assets, the competent authority
may impose limits on the aggregate lending amount,
on the lending limit for individual virtual assets, and
on lending to related parties or affiliated enterprises;
the limits, the rules governing lending transactions,
the scope of related parties and affiliated enterprises,
and other matters to be complied with, shall be
prescribed by the competent authority.

A virtual asset service provider conducting virtual
asset lending business assumes the credit risk that the
borrower may fail to return the virtual assets. In
order to prevent borrower defaults from affecting the
financial soundness and going-concern ability of the
provider and, in turn, the rights of other customers
and the stability of the overall market, it is necessary
to appropriately regulate the scale of the lending
business and the borrowers. Accordingly, with
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reference to Article 33-3, paragraph 1 of the Banking
Act and Article 146-7, paragraph 1 of the Insurance
Act, this Article sets forth the matters subject to
limitation and authorizes the competent authority to
separately prescribe rules on the overall scale of the
virtual asset lending business, the lending limit for
individual virtual assets, and lending to related
parties or affiliated enterprises.

A virtual asset service provider shall, on a periodic
basis, file with the competent authority and publicly
announce its financial reports that have been audited
and certified, or reviewed, by certified public
accountants.

The regulations on the content, scope of application,
operating procedures, preparation, audit certification
or review, filing procedures, filing periods, items to
be publicly announced, custody, retention, and other
matters to be complied with in respect of the
financial reports under the preceding paragraph shall
be prescribed by the competent authority, and the
provisions of Chapters IV, VI and VII of the
Business Entity Accounting Act shall not apply.

In order to ensure the financial soundness of virtual
asset service providers, to strengthen their regulation,
to promote the faithful presentation of their financial
condition, and to enhance the integrity of CPA
certification of their financial reports, with reference
to Article 99 of the Securities Investment Trust and
Consulting Act and Article 97 of the Futures Trading
Act, Paragraph 1 provides that virtual asset service
providers have the obligation to periodically file and
publicly announce financial reports.

Paragraph 2 authorizes the competent authority to
prescribe specific rules on the financial reports under
Paragraph 1. In view of the fact that our country's
financial industry, as well as virtual asset service
providers in the European Union, Hong Kong,
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Singapore and Korea, all adopt the International
Financial Reporting Standards (IFRS), in order to
enhance the international comparability of the
financial reports of our country's virtual asset service
providers and to enhance their international
competitiveness, virtual asset service providers in
our country should likewise adopt IFRS. Considering
that the rules on accounting treatment under Chapters
IV, VI and VII of the current Business Entity
Accounting Act differ from IFRS, with reference to
Article 14, paragraph 2 of the Securities and
Exchange Act, the latter part of Paragraph 2 provides
that the financial reports of virtual asset service
providers shall not be subject to Chapters IV, VI and
VII of the Business Entity Accounting Act.

The financial, business or other information of a
virtual asset service provider shall be disclosed and
reported to the competent authority; the regulations
on the means, items, scope and timing of such
disclosure and reporting, and other matters to be
complied with, shall be prescribed by the competent
authority.

A virtual asset service provider shall retain the
records relating to virtual asset services provided to
customers, for inspection.

The service records under the preceding paragraph
shall be retained for a period of five years from the
termination of the service relationship; provided,
however, that where there is a dispute, the records
shall be retained until the dispute has been resolved.
The regulations on the scope of application,
procedures and means for the retention of records
under Paragraph 2 shall be prescribed by the
competent authority.

In order to reduce information asymmetry in the
virtual asset services market and to enable customers
to obtain records relating to the services they receive,
with reference to Recommendations 3, 4, 5, 6, 7, 14,
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17 and 18 of the IOSCO Final Report, Paragraph 1
provides that a virtual asset service provider shall
disclose and report financial, business or other
information in accordance with the regulations
prescribed by the competent authority, with such
disclosure and reporting to occur on a periodic basis
or upon the occurrence of material incidents (such as
incidents affecting customer rights or cybersecurity
events).

With reference to Article 10, paragraph 2 of the
Money Laundering Control Act, Paragraphs 2 and 3
provide for the obligation and the period of retention
of customer records, for inspection by the competent
authority in supervising the conduct of business by
virtual asset service providers. The term "termination
of the service relationship" in Paragraph 3 is
determined with reference to the individual service
relationship.

A virtual asset exchanger shall, before providing
exchange services for any virtual asset, ensure that
the virtual asset has a disclosure document (white
paper) that conforms to the requirements prescribed
by the competent authority, and shall publicly
announce such disclosure document. However, this
shall not apply where the competent authority
otherwise provides, or where any of the following
circumstances exists:

(1) the issuance of the virtual asset is gratuitous; or
(2) the issuance of the virtual asset constitutes
remuneration for services rendered in maintaining
the operation of its distributed ledger or in validating
transactions thereon.

A virtual asset disclosure document (also known as a
"white paper") is the primary basis on which
transactors understand the contents of the rights and
obligations attaching to a virtual asset. When
providing exchange services, a virtual asset
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exchanger shall in principle ensure that the virtual
assets it deals in have a disclosure document fully
disclosing the relevant information, and shall
publicly announce the document for customers'
reference. Where a virtual asset does not have a
disclosure document, or where its disclosure
document does not adequately disclose relevant
information, the virtual asset may present a higher
risk of information asymmetry and impair the rights
of transactors. The exchanger shall in principle
refuse to provide exchange services with respect to
such virtual assets. Accordingly, with reference to
Article 66(3) of the EU MiCA Regulation, this
provision provides that a virtual asset exchanger
shall ensure that the virtual assets for which it
provides services already possess a disclosure
document that conforms to the requirements
prescribed by the competent authority and is publicly
announced in the manner so prescribed, before
providing services; and that a virtual asset exchanger
has the obligation to publicly announce the
disclosure document.

Some virtual assets, when issued, do not have a
disclosure document for legitimate reasons—for
example, where they are issued gratuitously (such as
airdrops), or where the issuance constitutes
remuneration for services rendered in maintaining
the distributed ledger or validating transactions (such
as Bitcoin). Because the issuance of such virtual
assets does not involve fundraising, there is no need
to require a disclosure document for the protection of
subscribers and subsequent transactors. Accordingly,
with reference to Article 4(3) of the EU MiCA
Regulation, the proviso sets forth the exceptional
circumstances under which no disclosure document
is required, and additional exceptional circumstances
may be prescribed by the competent authority.

A virtual asset trading platform shall establish review
criteria and review procedures for the listing and
delisting of virtual assets; the regulations on the
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establishment of such review criteria and procedures,
and other matters to be complied with, shall be
prescribed by the competent authority.

A virtual asset trading platform shall report to the
competent authority for recordation any virtual asset
for which it provides centralized trading market
services; the rules on the procedures, conditions and
revocation of such recordation, and other matters to
be complied with, shall be prescribed by the
competent authority.

A virtual asset trading platform shall establish
mechanisms to prevent unfair trading in the market
and measures to detect and alert on abnormal price or
volume movements.

A virtual asset trading platform has an obligation to
conduct objective review of the virtual assets it lists
and delists. Accordingly, with reference to
Recommendation 6 of the IOSCO Final Report and
Article 76(1) of the EU MiCA Regulation, Paragraph
1 provides for the obligation of the virtual asset
trading platform to review listings and delistings of
virtual assets. Paragraph 2 provides that a virtual
asset trading platform shall report to the competent
authority for recordation any virtual asset for which
it provides centralized trading market services and
authorizes the competent authority to prescribe rules
on the procedures, conditions and revocation of
recordation and other matters to be complied with.

In order to protect customer rights and the soundness
of the trading market, with reference to
Recommendation 9 of the IOSCO Final Report,
Article 76(7) of the EU MiCA Regulation, Article
23, paragraph 2, item 4 of Japan's Cabinet Office
Order on Cryptoasset Exchange Service Providers,
Article 12, paragraph 1 of Korea's Virtual Asset User
Protection Act, and Sections 7.22 and 8.1 of Hong
Kong's Guidelines for Virtual Asset Trading
Platform Operators, Paragraph 3 provides for the
obligation of the virtual asset trading platform to
establish mechanisms to prevent unfair trading in the
market and measures to detect and alert on abnormal
price or volume movements.

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB

EENERE,

37



B F
[1&3Z Article]
EREEREBRECEFEREE  HYER
FEREF  EREERERISREFNEY
ERBETEREEREG.

EREEREDRIEFCEREE , T
SREBAZEREERARE.

EREEREEBNMRECEFEE &
RELEERERE cEIRERE  ARETSFE
HEHE  ZBERATERBRRR LS,

/  Article 26

BIERGZEE,. FHEF. 05FEE,
RE. RERAMEETERIIHE, HEEH

BATEZ o

[:288 Explanation]

EREERETATFRECEREE  MEHE
AEFE  AR2REREERERZBEY
EREEBVEEEBTARETFER K E2E
I0SCO R MEZEFET=. BB MICARAIE
t+EEELE, BEAXTRBEESAT=F2
T—., BEEREEERAEREBELECHREC-R
MEAEBRTHBREMBEERERBNA
HRENESIEARAE , RE—HERERE
EREBTBETFNERFEREECMER
BEREREERED  UIRFE_HEHERE
EREBITEREFZEREERAREREE

N=]
Ihbéﬁ%qo

=B
IB®

[

FHBRBEEMHEIMPRL

38

Customer virtual assets held in custody by a virtual
asset custodian shall remain the property of the
customer; the virtual asset custodian shall not agree
with the customer that title to the virtual assets is to
be transferred to the virtual asset custodian.

A virtual asset custodian, upon receiving customers'
virtual assets, shall not commingle them with its own
virtual assets in custody.

A virtual asset custodian shall, with respect to the
customer assets it holds in custody, establish ongoing
and periodic reconciliation measures, and engage
certified public accountants to issue reports; such
reports shall be filed with the competent authority
and publicly announced.

The categories of the reports under the preceding
paragraph, the filing procedures, the items to be
publicly announced, custody, retention, and other
matters to be complied with shall be prescribed by
the competent authority.

The customer virtual assets held in custody by a
virtual asset custodian remain the property of the
customer. To prevent commingling with the
custodian's own assets, which would obscure
ownership and impair customer rights, with reference
to Recommendation 13 of the IOSCO Final Report,
Article 75(7) of the EU MiCA Regulation, Article
63-11 of Japan's Payment Services Act, Article 7,
paragraph 2 of Korea's Virtual Asset User Protection
Act, and paragraph 6 of Hong Kong's Guidance on
Expected Standards for Authorized Institutions
Providing Digital Asset Custodial Services,
Paragraph 1 provides that the virtual asset custodian
shall not agree with the customer to transfer title to
the customer's virtual assets to itself, and Paragraph 2
provides that the custodian shall not commingle the
customer's virtual assets with its own.

In order to prevent improper misappropriation of
customer assets by the custodian, it is necessary to
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establish ongoing and periodic reconciliation
measures. Accordingly, with reference to
Recommendation 15 of the IOSCO Final Report,
Article 63-11 of Japan's Payment Services Act,
Article 28 of Japan's Cabinet Office Order on
Cryptoasset Exchange Service Providers, and
paragraph 21 of Hong Kong's Guidance on Expected
Standards for Authorized Institutions Providing
Digital Asset Custodial Services, Paragraph 3
provides for the obligation of the virtual asset
custodian to establish ongoing and periodic
reconciliation measures, to engage certified public
accountants to issue reports, and to file such reports
with the competent authority and publicly announce
them. Paragraph 4 separately authorizes the
competent authority to prescribe regulations on the
categories of CPA reports, the filing procedures, the
items to be publicly announced, and other matters to
be complied with.

Where a virtual asset custodian entrusts another
person to hold customer virtual assets in custody,
such other person shall be limited to a virtual asset
custodian licensed by the competent authority.

A virtual asset custodian in the foregoing situation
shall notify the customer thereof. Where the
customer's rights are impaired by the intentional act
or negligence of the entrusted institution or its
employees, the virtual asset custodian shall remain
liable to the customer to the same extent as it would
be under the law.

A virtual asset custodian may entrust a third party to
hold customer virtual assets in custody, in order to
enhance the security of customer assets. To ensure
that such third party has the capacity to safeguard
virtual assets, with reference to Article 75(9) of the
EU MiCA Regulation, Paragraph 1 provides that the
third party entrusted to hold customer virtual assets
by a virtual asset custodian shall be limited to a
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virtual asset custodian licensed by the competent
authority, and Paragraph 2 provides for the duty of
the virtual asset custodian to notify customers when
so acting. Entrusting the safekeeping of customer
assets to others shall not affect the responsibility
owed by the virtual asset custodian to customers; the
custodian shall remain liable for the intentional acts
or negligence of the entrusted institution.

A virtual asset underwriter shall, before providing
issuance or sale services and related services for any
virtual asset, ensure that the virtual asset has a
disclosure document that conforms to the
requirements prescribed by the competent authority,
and shall publicly announce such disclosure
document. However, this shall not apply where any
of the circumstances set forth in the proviso to
Article 24 exists.

A virtual asset underwriter shall establish review
criteria and review procedures for the virtual assets
for which it provides issuance or sale and related
services; the regulations on the establishment of such
review criteria and procedures and other matters to
be complied with shall be prescribed by the
competent authority.

A virtual asset disclosure document is the primary
basis on which transactors understand the contents of
the rights and obligations attaching to a virtual asset.
When providing issuance or sale and related services
(collectively, "underwriting services"), a virtual asset
underwriter is, like a virtual asset exchanger, subject
to the obligation to ensure that the virtual asset for
which it provides services already possesses a
disclosure document conforming to the requirements
prescribed by the competent authority and is publicly
announced in the manner so prescribed. Accordingly,
with reference to Article 66(3) and Article 79(1) of
the EU MiCA Regulation, Paragraph 1 provides that,
except in the circumstances set forth in the proviso to
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Article 24, a virtual asset underwriter shall in
principle not provide underwriting services with
respect to virtual assets that do not have a
conforming disclosure document, and provides for
the obligation of the underwriter to publicly
announce the disclosure document.

In order to compel virtual asset underwriters to
discharge their duty to prudently gatekeep the quality
of virtual asset issuances, a virtual asset underwriter
shall, prior to underwriting, review the eligibility of
the issuer, the related issuance plan and technology,
and whether there is any falsity, fraud, concealment
or anything else likely to mislead others.
Accordingly, Paragraph 2 provides that a virtual
asset underwriter shall establish review criteria and
review procedures for the virtual assets it
underwrites in accordance with the regulations
prescribed by the competent authority.
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Chapter III Trade Association of Virtual Asset Service Providers
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A virtual asset service provider shall not commence
business unless it has joined the trade association.
The trade association shall not refuse the admission
of a virtual asset service provider, or attach improper
conditions to such admission, without legitimate
cause.

The establishment, organization and supervision of
the trade association shall, except as otherwise
provided in this Act, be governed by the provisions
of the Commercial Group Act.

The trade association of virtual asset service
providers can establish self-regulatory rules and self-
regulatory management for virtual asset service
providers. Accordingly, with reference to Article &,
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paragraph 4 of the Standards Governing the
Establishment of Securities Investment Consulting
Enterprises, Paragraph 1 provides for the obligation
of virtual asset service providers to join the trade
association.

Membership in the trade association is one of the
requirements for the operation of a virtual asset
service provider's business, affecting its business
rights. Accordingly, the trade association shall not
refuse the admission of a virtual asset service
provider without legitimate cause. With reference to
Article 84, paragraph 1 of the Securities Investment
Trust and Consulting Act, Paragraphs 1 and 2 are
hereby established.

The trade association of virtual asset service
providers is by nature a commercial group and
should ordinarily be governed by the Commercial
Group Act. However, in view of the professional and
special nature of virtual asset service providers and
the public interest in the sound development of the
market, the competent authority has prescribed
special provisions on the establishment, organization
and supervision of the trade association. For matters
not provided for in this Act, the trade association
shall remain subject to the Commercial Group Act.
Accordingly, with reference to Article 89, paragraph
2 of the Futures Trading Act and Article 84,
paragraph 2 of the Securities Investment Trust and
Consulting Act, Paragraph 3 is hereby established.

The trade association shall formulate its articles of
association based on the objectives of promoting the
sound operation and development of virtual asset
business, safeguarding the order of the virtual asset
trading market, coordinating industry self-regulation,
and fostering innovation in the virtual asset industry;
the rules on the matters to be set forth in the articles
of association, the matters subject to supervision, the
eligibility conditions for its responsible persons and
business personnel, and the finance, business and
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other matters to be complied with, shall be
prescribed by the competent authority.

The trade association may, in order to exercise self-
regulatory functions and to keep pace with the
development of virtual asset business, collect from
its members necessary fees in addition to those
prescribed under the Commercial Group Act; the
categories and rates thereof shall be drafted by the
trade association and submitted to the competent
authority for recordation.

In order to safeguard the public interest in the
soundness of the virtual asset market, the
considerations for the formulation of the trade
association's articles of association are set forth, and
the competent authority retains the power of
supervision and administration over the trade
association's affairs so as to promote its function as a
self-regulatory organization. Accordingly, with
reference to Article 86 of the Securities Investment
Trust and Consulting Act and Article 93 of the
Futures Trading Act, Paragraph 1 authorizes the
competent authority to prescribe rules on the
supervision of the trade association. The matters to
be set forth in the articles of association include the
scope of business and the relevant rules.

In order for the trade association to promote the
conduct of its affairs, it is necessary for it to develop
its own funding by collecting fees from members to
stabilize its financial income. Accordingly, with
reference to Article 91 of the Futures Trading Act
and Article 87 of the Securities Investment Trust and
Consulting Act, Paragraph 2 is hereby established.

Where the competent authority deems it necessary
for the protection of public interest or the rights of
transactors, it may order the trade association to
amend its articles of association, rules or resolutions,
provide reference or report materials, or perform
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certain other acts.

Where a director or supervisor of the trade
association has acted in violation of laws or
regulations, neglected to implement the articles of
association or rules, abused his or her authority, or
acted in violation of the principle of honesty and
good faith, the competent authority may issue a
correction, or order the trade association to remove
such person from office.

In order to ensure that the trade association fulfills its
function as a self-regulatory organization, with
reference to Article 91 of the Securities and
Exchange Act and Article 90 of the Securities
Investment Trust and Consulting Act, Paragraph 1
provides for the competent authority's power to
supervise the trade association.

In order to ensure the sound operation of the trade
association, with reference to Article 92 of the
Securities and Exchange Act and Article 91 of the
Securities Investment Trust and Consulting Act,
Paragraph 2 provides for the competent authority's
power to supervise the directors and supervisors of
the trade association.

The trade association may, in accordance with its
articles of association, take necessary disciplinary
measures against any member or representative of a
member who has violated the articles of association,
rules, self-regulatory codes, related self-regulatory
business rules, or any resolution of the general
meeting of members or the board of directors.

The trade association shall formulate a self-
regulatory code for members and rules for appeal
against disciplinary actions, which shall be adopted
by the general meeting of members and submitted to
the competent authority for approval before being
implemented; the same shall apply to amendments
thereto.
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In order for the trade association to exercise its self-
regulatory functions, with reference to Article 94 of
the Futures Trading Act and Article 92 of the
Securities Investment Trust and Consulting Act,
Paragraph 1 provides for the trade association's
power of disciplinary action against members and
representatives of members for violations of the
articles of association and other matters.

The trade association shall formulate self-regulatory
rules for compliance by members and shall provide
an avenue for redress against disciplinary actions.
Accordingly, with reference to Article 89 of the
Securities Investment Trust and Consulting Act,
Paragraph 2 is hereby established.

The trade association shall periodically conduct
educational outreach for virtual asset service
providers, customers and the public.

The trade association shall assist virtual asset service
providers in conducting training for their responsible
persons and business personnel. Where necessary,
the trade association may itself conduct such
training.

Virtual asset transactions involve a certain level of
professional expertise in finance, technology and
law. In order to avoid disputes arising from a gap in
professional knowledge between virtual asset service
providers and virtual asset transactors, with reference
to Article 13, paragraph 3 of the Financial Consumer
Protection Act, Paragraph 1 provides that the trade
association shall periodically conduct educational
outreach for virtual asset transactions.

A virtual asset service provider, in discharging its
duties to protect customers and to combat money
laundering, terrorism financing and fraud, shall
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conduct training for its responsible persons and
business personnel. To enhance the effectiveness of
such training, Paragraph 2 provides that the trade
association shall assist virtual asset service providers
in conducting such training.

REBRTREE

Chapter IV Stablecoin Issuance and Management
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The issuance of stablecoins in our country shall
require the issuer to apply to the competent authority
for permission.

Before granting permission under the preceding
paragraph, the competent authority shall consult with
and obtain the consent of the Central Bank.

A stablecoin issuer applying for permission under
Paragraph 1 shall be limited to a company limited by
shares; the minimum paid-in capital shall be
prescribed by the competent authority.

The eligibility conditions for the issuer applying for
permission under Paragraph 1, the application
procedures, the documents to be attached, the
categories of stablecoins permitted to be issued, the
use cases, the revocation of permission, and other
matters to be complied with shall be prescribed by
the competent authority by regulations, which may,
where necessary, be reviewed and revised in
consultation with the Central Bank, the relevant trade
association or other relevant authorities.

The issuance of stablecoins involves taking in funds
from the public, the safekeeping of customer assets,
and the issuer's ability to repay its debts, which
makes special regulation necessary. Accordingly,
with reference to Article 48(1) of the EU MiCA
Regulation, Paragraph 1 provides for a permission-
based system for the issuance of stablecoins in our
country, and Paragraph 2 provides that the competent
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authority shall consult with and obtain the consent of
the Central Bank before granting permission under
Paragraph 1.

In order to ensure the financial soundness of
stablecoin issuers and their ability to continuously
maintain reserve assets, Paragraph 3 provides that a
stablecoin issuer shall be limited to a company
limited by shares, and authorizes the competent
authority to prescribe the minimum paid-in capital.

Paragraph 4 authorizes the competent authority to
prescribe regulations on the eligibility conditions for
the issuer applying for permission under Paragraph 1,
the application procedures, the documents to be
attached, the categories of stablecoins permitted to be
issued, the use cases, the revocation of permission,
and other matters to be complied with, in
consultation with the Central Bank. The "use cases"
include use on trading platforms, transactional
purposes, and the like.

Where a virtual asset service provider provides any
of the services set forth in Paragraph 1 of Article 6
involving stablecoins, except as otherwise provided
by the competent authority, it shall ensure that the
stablecoin has been permitted to be issued under
Paragraph 1 of Article 34, or that the competent
authority has consented to its trading upon
application, before providing services; the rules on
the procedures, conditions, revocation and other
matters to be complied with in respect of an
application by a virtual asset service provider for
consent to trading shall be prescribed by the
competent authority in consultation with the Central
Bank.

In order to safeguard the rights of transactors, this
Article provides that, where a virtual asset service
provider provides any of the services set forth in
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Paragraph 1 of Article 6 involving stablecoins, the
stablecoins shall be limited to stablecoins permitted
by the competent authority to be issued in our
country or stablecoins not issued in our country but
for which the competent authority has consented to
trading in our country, and authorizes the competent
authority to prescribe, in consultation with the
Central Bank, the relevant rules for applications by
virtual asset service providers for consent to the
trading of stablecoins.

A stablecoin issuer shall establish and maintain
reserve assets in an amount fully sufficient to cover
its issued stablecoins, kept with a financial institution
located within the territory of the Republic of China.
Such reserve assets shall be kept separate from and
independent of the issuer's own assets; except for the
reserves deposited under Paragraph 2, the entirety of
such reserve assets shall be placed in trust with a
financial institution for safekeeping and shall be
subject to periodic audits.

Where the total face value of stablecoins issued by a
stablecoin issuer reaches a certain amount, the issuer
shall deposit sufficient reserves, which shall be
counted toward the reserve assets under the
preceding paragraph. To the extent the issuance of a
stablecoin involves foreign exchange, it shall be
handled in accordance with the provisions of the
Central Bank.

Except for causes prescribed by the competent
authority, a stablecoin issuer shall not use the reserve
assets under Paragraph 1.

The regulations on the establishment, use and
periodic audit procedures and methods of the reserve
assets under Paragraphs 1 and 3, and other matters to
be complied with, shall be prescribed by the
competent authority in consultation with the Central
Bank.

The regulations on the certain amount referred to in
Paragraph 2, the ratio, manner, adjustment, audit and
other matters to be complied with in respect of the
deposit of reserves shall be prescribed by the Central
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Bank in consultation with the competent authority.

In order to maintain the stability of the value of
stablecoins, a stablecoin issuer shall establish and
maintain fully sufficient reserve assets, kept with a
domestic financial institution, available for
redemption by stablecoin holders. Such reserve
assets shall be kept separate from and independent of
the issuer's own assets and shall be subject to
periodic audits. Accordingly, with reference to
Section 4(a)(1) of the U.S. GENIUS Act and Articles
36(1)—(3) and 58 of the EU MiCA Regulation,
Paragraph 1 is hereby established. Considering that
part of the reserve assets may be required to be
deposited as reserves with the Central Bank,
Paragraph 1 expressly provides that the balance of
the reserve assets after deduction of such deposited
reserves shall, in its entirety, be placed in trust, so
that the reserve assets are fully safeguarded and
conflicts of application are avoided.

Although stablecoins issued by stablecoin issuers do
not constitute deposits or stored-value funds under
the Banking Act or the Act Governing Electronic
Payment Institutions, they remain multi-purpose
payment instruments that function as a medium of
exchange and a substitute for currency. In order to
maintain a high degree of liquidity of stablecoin
reserve assets, with reference to Article 20 of the Act
Governing Electronic Payment Institutions,
Paragraph 2 provides that, where the total face value
of stablecoins issued by an issuer reaches a certain
amount, sufficient reserves shall be deposited and
shall be counted toward the reserve assets under
Paragraph 1. With reference to Article 6, item 1 of
the Act Governing Electronic Payment Institutions,
the latter part of Paragraph 2 provides that, to the
extent the issuance of a stablecoin involves foreign
exchange, it shall be handled in accordance with the
provisions of the Central Bank. Paragraph 5
authorizes the Central Bank, in consultation with the
competent authority, to prescribe regulations on
matters relating to reserves.

Paragraph 3 sets forth the restrictions on the use of
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reserve assets by a stablecoin issuer.

Paragraph 4 authorizes the competent authority to
prescribe, in consultation with the Central Bank,
regulations on the procedures and methods for the
establishment, use and periodic audit of the reserve
assets under Paragraphs 1 and 3, and other matters to
be complied with.

A stablecoin issuer shall issue and redeem
stablecoins at par value.

A stablecoin issuer shall not pay interest or yield of
any form on the stablecoins it issues.

A stablecoin issuer shall not refuse a stablecoin
holder's request for redemption, and shall complete
redemption as soon as possible after receipt of the
request. However, this shall not apply where so
required by other laws or as otherwise prescribed by
the competent authority.

The regulations on the procedures, methods and
other matters to be complied with in respect of
stablecoin issuance and redemption under Paragraph
1 shall be prescribed by the competent authority in
consultation with the Central Bank.

With reference to Article 49 of the EU MiCA
Regulation, Paragraph 1 provides that a stablecoin
issuer shall issue and redeem stablecoins at par
value.

Considering that stablecoins are used for payment
purposes and differ from financial assets having the
nature of a deposit, with reference to Section 4(11) of
the U.S. GENIUS Act and Articles 40(1) and 50(1)
of the EU MiCA Regulation, Paragraph 2 provides
that a stablecoin issuer shall not pay interest or yield
of any form on the stablecoins it issues within the
territory of the Republic of China.

In order to protect the rights of stablecoin holders,
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Paragraph 3 provides that, except as required by
other laws or under special circumstances prescribed
by the competent authority, the issuer shall not refuse
a holder's request for redemption.

Paragraph 4 authorizes the competent authority, in
consultation with the Central Bank, to prescribe
regulations on the procedures, methods and other
matters to be complied with in respect of stablecoin
issuance and redemption.

A person other than a stablecoin holder shall not
assert any claim against, or exercise any other right
over, the reserve assets under Paragraph 1 of Article
36.

Upon the bankruptcy of a stablecoin issuer, the
reserve assets under Paragraph 1 of Article 36 shall
not form part of its bankruptcy estate, and stablecoin
holders shall have a priority right to be repaid out of
such reserve assets.

In order to protect the rights of stablecoin holders,
Paragraph 1 provides that persons other than

stablecoin holders shall not exercise any right over
the reserve assets under Paragraph 1 of Article 36.

With reference to Section 11(a)(1) of the U.S.
GENIUS Act, Paragraph 2 provides that upon the
bankruptcy of a stablecoin issuer, the reserve assets
under Paragraph 1 of Article 36 shall not form part of
its bankruptcy estate, and that stablecoin holders

shall have a priority right to be repaid out of such
reserve assets.

A stablecoin issuer shall, in respect of the issuance
and redemption of stablecoins, establish an internal
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control and internal audit system, an information and
communications system security management
system, and a business continuity policy; the relevant
regulations shall be prescribed by the competent
authority in consultation with the Central Bank.

A stablecoin issuer shall establish and maintain an
effective and sound internal control and internal
audit system, an information and communications
system security management system, and a business
continuity policy in respect of the issuance and
redemption of stablecoins, in order to control
business-related risks (including liquidity, credit and
market risks), manage conflicts of interest, and
comply with relevant laws and regulations, and the
competent authority is authorized, in consultation
with the Central Bank, to prescribe the relevant
regulations. Accordingly, this Article is hereby
established.

A stablecoin issuer also bears anti-money-laundering
obligations within the scope of its stablecoin
issuance business. Where the issuer is a financial
institution, it shall implement an anti-money-
laundering internal control and internal audit system
in accordance with the Money Laundering Control
Act. Where the issuer is not a financial institution, it
shall, by virtue of the designation under Article 5,
paragraph 1, item 18 of the Money Laundering
Control Act, be subject to the relevant provisions of
that Act.

A stablecoin issuer shall maintain confidentiality
with respect to transaction data and other related data
concerning the issuance and redemption of
stablecoins, except as otherwise required by other
laws or as otherwise prescribed by the competent
authority.
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In view of the protection of privacy and respect for
the right of stablecoin holders to control and dispose
of their transaction data, with reference to Article 31
of the Act Governing Electronic Payment
Institutions, this Article provides for the duty of
confidentiality of a stablecoin issuer with respect to
transaction data and other related data concerning the
issuance and redemption of stablecoins. In view of
the fact that judicial, supervisory and tax authorities
may, in the performance of their duties, obtain
customer data in accordance with law, the proviso
provides that the duty of confidentiality shall not
apply where so required by other laws or under
special circumstances prescribed by the competent
authority.

A stablecoin issuer shall publicly disclose the
following information:

(1) the disclosure document (white paper);

(2) the reserve asset management policy and the
stablecoin redemption policy;

(3) the outstanding balance of stablecoins in
circulation;

(4) the composition and value of the reserve assets
and the results of periodic audits conducted in
accordance with Paragraph 1 of Article 36;

(5) the external audit report on the reserve assets; and
(6) other information designated by the competent
authority.

The regulations on the frequency, procedures,
methods and other matters to be complied with in
respect of the disclosure of information under the
preceding paragraph shall be prescribed by the
competent authority in consultation with the Central
Bank.

A stablecoin issuer shall, in accordance with the
provisions of the competent authority and the Central
Bank, file information relating to stablecoin issuance.

Public disclosure by a stablecoin issuer of

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB

EENERE,



BORRAABRHZIBERZEL , E2EEH
GENIUS 3% Section 4(1), BB MiCA FHBIE =+
NE, FE+—HKE+=1E, FEBTEHKRHSE
BT, RE—BRE , YRE_BRETEH
BAEEHRBTITEXSEABBEZRE, 1B
F. FRARHEMEETEEZ L,

SEETXIMBERRAF=1THRE—ER
E, RE-ZHERRERRITARO T EHEAR
PRBITHBERTHBERUNEE.

ELhE

information relating to the issuance of stablecoins
will help to enhance public confidence in the
stablecoin. Accordingly, with reference to Section
4(1) of the U.S. GENIUS Act, Articles 28 and 51(13)
of the EU MiCA Regulation, and Section 5(7) of
Hong Kong's Stablecoins Ordinance, Paragraph 1 is
hereby established. Paragraph 2 authorizes the
competent authority, in consultation with the Central
Bank, to prescribe regulations on the frequency,
procedures, methods and other matters to be
complied with in respect of such disclosure.

With reference to Article 34, paragraph 1 of the Act
Governing Electronic Payment Institutions,
Paragraph 3 provides that the stablecoin issuer shall
file with the competent authority and the Central
Bank information relating to issuance to facilitate
supervision.
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In the issuance or transaction of virtual assets, no
person shall engage in any conduct involving falsity,
fraud, concealment, or anything else likely to
mislead others with respect to information capable of
having a material impact on the issuance or
transaction of virtual assets.

"Information capable of having a material impact on
the issuance or transaction of virtual assets" under
the preceding paragraph means information that has
a material impact on the issuance or transaction price
of the virtual asset, or that has a material impact on
the subscription or transaction decision of a bona fide
transactor.

A person who violates Paragraph 1 shall be liable to
compensate any bona fide transactor in the virtual
asset for the damage thereby sustained.

Except for necessary measures taken by a virtual
asset service provider in accordance with rules
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prescribed by the competent authority for the
purpose of maintaining price equilibrium in the
trading market, no person shall, with the intent to
influence the transaction price of a virtual asset, or
with the intent to create a false appearance of active
trading in a virtual asset, engage in any direct or
indirect act of manipulation affecting the transaction
price of, or the supply of and demand for, a virtual
asset.

A person who violates the preceding paragraph shall
be liable to compensate any bona fide transactor in
the virtual asset for the damage thereby sustained.
The right of claim for damages under Paragraphs 3
and the preceding paragraph shall be extinguished if
not exercised within two years from the time when
the claimant becomes aware of the cause of action;
the same shall apply where five years have elapsed
since the date on which the cause of action arose.

The virtual asset market is highly information-
sensitive, and false information can impair the
soundness of the market. Recommendation 8§ of the
IOSCO Final Report accordingly recommends that
members regulate fraudulent conduct in virtual asset
markets. With reference to Article 91(2)(b) of the EU
MiCA Regulation, Article 185-22 of Japan's
Financial Instruments and Exchange Act, Article 10,
paragraph 4 of Korea's Virtual Asset User Protection
Act, Article 20, paragraph 1 of our country's
Securities and Exchange Act, and Article 108,
paragraph 1 of the Futures Trading Act, Paragraph 1
prohibits falsity, fraud, concealment, or anything else
likely to mislead others in the primary issuance
market or secondary trading market for virtual assets
(such as markets for the exchange between virtual
assets or with fiat currency). Violators shall be liable
for damages sustained by bona fide transactors in the
virtual asset. Accordingly, with reference to Article
10, paragraph 6 of Korea's Virtual Asset User
Protection Act and Article 20, paragraph 3 of our
country's Securities and Exchange Act, Paragraph 3
is hereby established.

Virtual asset fraud is premised on the provision of
false information capable of having a material impact
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on the issuance or transaction of a virtual asset. With
reference to Article 87(4) of the EU MiCA
Regulation, Article 157-1, paragraph 5 of our
country's Securities and Exchange Act, and Articles
2(18) and 3(5) of the Regulations Governing the
Scope of Material Information and the Means of its
Public Disclosure under Article 157-1, Paragraphs 5
and 6 of the Securities and Exchange Act, Paragraph
2 defines "information capable of having a material
impact on the issuance or transaction of virtual
assets."

Because the virtual asset trading market is highly
information-sensitive, ill-intentioned manipulative
conduct may affect the transaction price of, or the
supply of and demand for, virtual assets, and in turn
impair the soundness of the market.
Recommendation 8 of the IOSCO Final Report
accordingly recommends that members regulate
manipulative conduct in virtual asset markets. With
reference to Article 91(2) and (3) of the EU MiCA
Regulation, Articles 185-23 and 185-24 of Japan's
Financial Instruments and Exchange Act, Article 10,
paragraphs 2 to 4 of Korea's Virtual Asset User
Protection Act, Article 155, paragraph 1 of our
country's Securities and Exchange Act, and Article
106 of the Futures Trading Act, Paragraph 4
prohibits manipulative conduct undertaken with the
intent to influence the transaction price of a virtual
asset or to create a false appearance of active trading.
Such manipulative conduct may include: false virtual
asset transactions or offers without the intent to
acquire or dispose of the asset; raising, maintaining
or lowering the transaction price of a virtual asset,
alone or in concert with others; raising, maintaining
or lowering the supply of or demand for a virtual
asset, alone or in concert with others; disseminating
rumors or false information; unlawfully interrupting,
delaying or endangering the normal operations of a
virtual asset service provider; and any other conduct
directly or indirectly affecting virtual asset
transactions.

A violator of Paragraph 4 shall be liable for damages
sustained by bona fide transactors in the virtual asset.
Accordingly, with reference to Article 10, paragraph
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6 of Korea's Virtual Asset User Protection Act and
Article 155, paragraph 3 of our country's Securities
and Exchange Act, Paragraph 5 is hereby
established. The manipulative conduct under this
paragraph requires unlawful intent, and the resulting
liability for damages is accordingly intentional in
nature.

In order to maintain legal order and transactional
stability, with reference to Article 21 of the
Securities and Exchange Act, Article 84, paragraph 5
of the Futures Trading Act, and Article 9, paragraph
2 of the Securities Investment Trust and Consulting
Act, Paragraph 6 provides for the limitation period of
the right of claim for damages under this Article.

In order to protect public interest, the interests of
transactors, or to maintain market order, the
competent authority may at any time order a virtual
asset service provider, the trade association, a
stablecoin issuer, or any related party that has
financial or business dealings with such persons, to
submit financial and business reports or other related
information within a specified period; and may
directly dispatch personnel or entrust an appropriate
institution to inspect the business operations,
property, equipment, books, statements, vouchers,
electromagnetic records, systems, wallets and other
related items or data of a virtual asset service
provider, the trade association, a stablecoin issuer, or
its related parties. Upon discovering material
suspicion of a violation of laws or regulations, the
competent authority may seal or take into custody the
relevant documents.

The competent authority may, where it deems
necessary, at any time designate attorneys, certified
public accountants, or other professional or technical
personnel to conduct the inspection under the
preceding paragraph and to submit truthful reports or
opinions to the competent authority; the fees for such
inspection shall be borne by the person inspected.
With respect to any person suspected of violating this
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Act, the competent authority may request other
authorities or order financial institutions to provide
necessary information or records.

The competent authority shall assist judicial police
authorities in obtaining from virtual asset service
providers data on high-risk virtual asset addresses,
and shall supervise virtual asset service providers in
establishing, in cooperation with judicial police
authorities, a joint notification mechanism for
prevention. Upon receipt of a notification from a
judicial police authority, a virtual asset service
provider shall continuously monitor the notified
virtual asset address.

Information obtained through the exercise of this
Article shall not be published or provided to others,
except as necessary for sound supervision and the
protection of transactors.

The scope of related parties under Paragraph 1 shall
be prescribed by the competent authority.

In order to protect public interest, the interests of
transactors, or to maintain the order of the virtual
asset trading market, the competent authority shall
have inspection powers over the business operations,
property, equipment, books, statements, vouchers,
electromagnetic records, systems, wallets and other
related items or data of virtual asset service
providers, the trade association, stablecoin issuers, or
their related parties, including electromagnetic
records maintained on centralized ledgers or
distributed ledgers, virtual asset accounts at domestic
or offshore virtual asset service providers, wallets
used, and related technologies and management
mechanisms. Accordingly, with reference to Article
64 of the Securities and Exchange Act, Article 98 of
the Futures Trading Act, and Article 101 of the
Securities Investment Trust and Consulting Act,
Paragraph 1 is hereby established, and Paragraph 2
provides that the competent authority may designate
appropriate professional or technical personnel to
conduct inspections.

In order to maintain the soundness of the virtual asset
market and to safeguard the rights of transactors,
with reference to Article 6, paragraph 3 and Article

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB

EENERE,

58



TRIMBRAELEEFRICHE. FIBESRIEE
REHAREHESHBREALZTERBREE S
BER%X, S cREEEERESSRREEC
RE=ZEREZRITE, BHE, PEERRE
¥, EFXIHBEERAB=MRE—RET
INMEREtGITEREAEEC SRREE  5f
TR,

AMB R EERMRAZREEREES RIS
BYRERE, WAREZRINR  E2EFK
LREEHFRGIE HERRE , REDEERE
E R IR B R A B SR AL [0 B B E RS P R
ReERkittER YEESEREERBELS
B B S M B 222 T I Py B R

REREZSZEER. BBIBRRACERNE =
RERREARABLEESRERZAZHLE
S, TERBRAEAEER , FHELHHE
Ao

BAREREIERENRE —ERRACHEESE
g,

99, paragraph 1 of the Futures Trading Act and
Article 101 of the Securities Investment Trust and
Consulting Act, Paragraph 3 provides that the
competent authority may request other authorities or
order financial institutions to provide necessary
information or records. "Financial institutions" refers
to the financial services industry that provides
financial services to the public and is subject to the
supervision of the competent authority, including the
banking, securities, futures and insurance industries
under Article 2, paragraph 3 of the Organic Act of
the Financial Supervisory Commission, the
electronic payment institutions under Article 3, item
1 of the Act Governing Electronic Payment
Institutions, and other financial services industries
designated by the competent authority.

In order to assist judicial police authorities in
obtaining intelligence on high-risk virtual asset
addresses and to achieve early warning, interception
and monitoring effects, with reference to Article 10
of the Fraud Crime Hazard Prevention Act,
Paragraph 4 provides that the competent authority
shall assist judicial police authorities in obtaining
from virtual asset service providers data on high-risk
addresses and shall supervise virtual asset service
providers in establishing, in cooperation with judicial
police authorities, a joint notification mechanism for
prevention.

In order to safeguard the trade secrets of the relevant
enterprises, institutions or related parties, Paragraph
5 provides that, except as necessary for sound
supervision or the protection of transactors,
information obtained by the competent authority
under this Article shall not be published or provided
to others.

Paragraph 6 authorizes the competent authority to
separately prescribe rules on the scope of related
parties under Paragraph 1.
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Where a virtual asset service provider violates laws
or regulations or its articles of association, or there
are circumstances likely to impair its sound
operation, the competent authority may, in addition
to issuing a correction and ordering improvement
within a specified period, impose, in accordance with
the severity of the circumstances, the following
dispositions:

(1) a warning;

(2) the revocation of a resolution of a statutory
meeting;

(3) an order requiring the virtual asset service
provider to remove its responsible persons or other
related personnel from office, or to suspend their
performance of duties for a period of up to one year;
(4) suspension of all or part of the business of the
virtual asset service provider for a period of up to six
months;

(5) an order or prohibition with respect to the
disposition or transfer of specific assets;

(6) the rescission or revocation of the business
permission; or

(7) other necessary measures.

In order to prevent the expansion of harm or
violations where a virtual asset service provider
violates laws or regulations or its articles of
association, or there are circumstances likely to
impair its sound operation, it is necessary to confer
on the competent authority the power to impose
relevant regulatory adverse dispositions.
Accordingly, with reference to Article 66 of the
Securities and Exchange Act, Article 100 of the
Futures Trading Act, and Article 61-1 of the Banking
Act, this Article is hereby established.

Where a responsible person or employee of a virtual
asset service provider violates this Act or other
relevant laws or regulations, the competent authority
may, in accordance with the severity of the

2026/6/3 BIBEEGWA ; KXRABFEFEEZE , TEHE

EENERE,

60



HE%,

[ZRBB Explanation]
AEBEREREERBTE KT , BEER
EERBEcATASREZESER, BHTE
ERBURSRNEHIABBES < LE , &2
ERBERXZEFATARRBERZEZE—BE
—RBRE , RARERATERBHEREERS
BABAEBCZES #E,

BIY+73F
[1%3 Article]
EREEREEHEEIEMBRAZRERBTE
IEEHEXFTRDTEE , AETHRBEEFLS
BREPoEHEE | BTRHEKHE,. BLE, &%
FENHEITHRY. FEIMAEREEXKZ
£

AR ERF T EREERK
B, RTHINEERE  mETHEENCHE
R, MRREREERKES ; CHtEXEIEXK
ERBREERCEREEREE A RETHEESX
EHEFREREESBEHER , AAER
FEBHE

EREEREHREBIMBEZERL
THREXNVEHEENAEREFERCER , £5
HESBNAAREIMBRE LREREERY
FAREEEARBEAMERE. XM, REM
RN TEEMBERN , RTEEEBBETH
FHBRBEEMHEIMPRL

/  Article 46

[

BERRFEUE

61

circumstances, order the virtual asset service
provider to suspend such person's performance of
duties for a period of up to one year, or to remove
such person from office.

In order to maintain the order of the overall virtual
asset services market and to prevent the expansion of
violations by internal personnel of virtual asset
service providers, it is necessary to confer on the
competent authority the power to suspend or remove
such personnel. Accordingly, with reference to
Article 56 of the Securities and Exchange Act and
Article 101 of the Futures Trading Act, this Article
provides for the competent authority's power of
disposition over the internal personnel of virtual
asset service providers.

Where the business permission of a virtual asset
service provider is rescinded or revoked or its
business is ordered to be suspended by the competent
authority under this Act, or where the virtual asset
service provider itself dissolves or suspends all or
part of its business, the virtual asset service provider
shall wind up the virtual asset business it conducted
prior to such rescission, revocation, ordered
suspension, dissolution or suspension.

A virtual asset service provider whose business
permission has been rescinded or revoked shall, in
winding up the matters under the preceding
paragraph and within the scope of such winding up,
continue to be deemed a virtual asset service
provider; a virtual asset service provider whose
business has been ordered to be suspended, or which
has been approved to dissolve or suspend business,
shall, within the scope of winding up the virtual asset
matters conducted prior to such suspension or
dissolution, be deemed not yet to have suspended
business or been dissolved.

Where the business or financial condition of a virtual
asset service provider deteriorates significantly such
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that it is unable to pay its debts or there is a risk of
impairment to customer rights, the competent
authority may notify the relevant authorities or
institutions to prohibit the virtual asset service
provider and its responsible persons or staff from
transferring or delivering property, creating other
rights thereon, or exercising other rights, or may
order such virtual asset service provider to transfer
its business to another virtual asset service provider.
Where a virtual asset service provider is unable to
continue its business by reason of any cause under
Paragraph 1 or the preceding paragraph, the
competent authority may require it, within a
specified period, to arrange for another virtual asset
service provider to take over its business, subject to
the competent authority's approval.

Where a virtual asset service provider is unable to do
so under the preceding paragraph, the competent
authority may designate another virtual asset service
provider to take over.

In order to safeguard customer rights, a virtual asset
service provider whose business permission is
rescinded, revoked or ordered to be suspended, or
which itself dissolves or suspends business, has a
duty to wind up its unfinished affairs. Accordingly,
with reference to Articles 67 to 69 of the Securities
and Exchange Act and Articles 76 to 78 of the
Futures Trading Act, Paragraph 1 is hereby
established. Paragraph 2 provides that, within the
scope of the purpose of winding up, the virtual asset
service provider shall continue to be deemed not yet
to have suspended business or been dissolved, in
order to facilitate the acts necessary for it to
discharge its winding-up duty.

In order to reduce the impact of poor management of
a virtual asset service provider on customers and the
overall trading market, and to prevent its responsible
persons or staff from dissipating assets, with
reference to Article 40, paragraph 1 of the Act
Governing Electronic Payment Institutions,
Paragraph 3 provides that the competent authority
may prohibit the responsible persons or staff from
disposing of their assets, or may order the transfer of
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the troubled virtual asset service provider's business
to another operator, in order to safeguard customer
rights and the stability of the overall trading market.

Where a virtual asset service provider intends to exit
the market in order to wind up its affairs or due to
poor management, the competent authority may,
within a specified period, require it to arrange for
another virtual asset service provider to take over its
business, or may itself designate another virtual asset
service provider to take over, in order to protect
customer rights. Accordingly, with reference to
Article 40, paragraphs 2 and 3 of the Act Governing
Electronic Payment Institutions and Article 96,
paragraph 2 of the Securities Investment Trust and
Consulting Act, Paragraphs 4 and 5 are hereby
established.

S0l
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A person who violates Paragraph 1 or Paragraph 4 of
Article 42 shall be punished with imprisonment for a
term of not less than three years but not more than
ten years, and may, in addition, be fined not less than
ten million but not more than two hundred million
New Taiwan Dollars.

A person who commits the offense under the
preceding paragraph and surrenders himself or
herself after the offense, and within six months from
the date of surrender pays the full amount agreed
upon in mediation or settlement with the victim, may
have the sentence reduced or remitted; and where, as
a result, the person who initiated, presided over,
manipulated or directed the criminal organization is
apprehended, or all property or property interests
delivered by the victim and obtained by such
organization can be seized, the sentence may be
remitted.
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1, makes a confession during the investigation and at
each instance of trial, and within six months from the
date of the first confession in the prosecutor's
investigation pays the full amount agreed upon in
mediation or settlement with the victim, may have
the sentence reduced; and where, as a result, the
person who initiated, presided over, manipulated or
directed the criminal organization is apprehended, or
all property or property interests delivered by the
victim and obtained by such organization can be
seized, the sentence may be reduced or remitted.
Where a person who commits the offense under
Paragraph 1 obtains property or property interests
from the offense in an amount exceeding the
maximum fine, the fine may be increased to within
the amount of such interests obtained.

Where the proceeds of the offense under Paragraph 1
are obtained by the offender or by any natural
person, juridical person or non-juridical-person
group other than the offender under the
circumstances enumerated in Article 38-1, paragraph
2 of the Criminal Code, such proceeds shall be
confiscated, except where they are to be returned to
the victim, third parties, or persons entitled to claim
damages.

Virtual asset fraud or manipulation has a profound
impact on the rights of virtual asset transactors and
the soundness of the overall trading market. If the
responsibility of offenders were pursued solely
through civil or administrative liability, evidence-
gathering would be difficult and remedies would be
inadequate. It is therefore necessary to impose
criminal liability for deterrence and to safeguard the
rights of virtual asset transactors as a whole. From a
comparative-law perspective, jurisdictions such as
Japan and Hong Kong also treat virtual asset fraud or
manipulation as a serious offense punishable by
imprisonment of up to ten years. Accordingly, with
reference to Article 171, paragraph 1, subparagraph 1
and paragraphs 6 and 7 of the Securities and
Exchange Act, and Article 112, paragraphs 1 and 4
of the Futures Trading Act, Paragraph 1 sets forth the
criminal liability for virtual asset fraud or
manipulation, and Paragraphs 4 and 5 set forth the
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related provisions on the proceeds of crime.

With reference to Articles 46 and 47 of the Fraud
Crime Hazard Prevention Act, Paragraphs 2 and 3 set
forth the provisions on sentence reduction for
surrender after the offense and for confession during
investigation, in order to achieve the effect of
disrupting crime at its source.

Where the proceeds of crime to be returned or
confiscated consist of virtual assets, such proceeds
shall be returned or confiscated, in principle, in the
form of virtual assets, in accordance with the
relevant laws and regulations.

A person who violates Paragraph 1 or Paragraph 3 of
Article 7, or Paragraph 1 of Article 34, shall be
punished with imprisonment for a term of not more
than seven years, and may, in addition, be fined not
more than one hundred million New Taiwan Dollars.
Where the representative, agent, employee or other
staff of a juridical person commits the offense under
the preceding paragraph in the course of executing
business, in addition to punishing the person who
committed the act, the juridical person shall also be
fined the amount prescribed in the preceding
paragraph.

This Act adopts a permission-based system for the
operation of virtual asset service providers, the
establishment of branch offices, and the issuance of
stablecoins. A failure to obtain permission as
required not only impedes the competent authority's
power of supervision over virtual asset services but
may also impair financial-market order, soundness
and the rights of the public. It is therefore necessary
to impose criminal liability for deterrence.
Accordingly, with reference to Article 112,
paragraph 5 of the Futures Trading Act, Paragraph 1
is hereby established.
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In order to strengthen the supervisory and
management responsibility of juridical persons over
their internal personnel, with reference to Article 46,
paragraph 3 of the Act Governing Electronic
Payment Institutions, Paragraph 2 provides that
where the representative, agent, employee or other
staff of a juridical person commits the offense under
Paragraph 1 in the course of executing business, in
addition to punishing the person who committed the
act, the juridical person shall also be fined, for
deterrent effect.

Where a virtual asset service provider violates
Paragraph 4 of Article 18 or Paragraph 2 of Article
19, or where a stablecoin issuer violates Paragraph 3
of Article 36, the person responsible for the act shall
be punished with imprisonment for a term of not
more than five years, and may, in addition, be fined
not more than fifty million New Taiwan Dollars.

In the foregoing circumstance, in addition to
punishing the person responsible for the act, the
virtual asset service provider or stablecoin issuer
shall also be fined the amount prescribed in the
preceding paragraph.

Where a virtual asset service provider unlawfully
uses customer assets, fails to place customer fiat
currency in trust or to obtain a full performance
guarantee, or where a stablecoin issuer unlawfully
uses reserve assets, the impact on customer rights
and market trust is profound. It is necessary to
impose criminal liability on the person responsible
for the act for deterrence. Accordingly, with
reference to Article 47, paragraph 1 of the Act
Governing Electronic Payment Institutions and
Article 51, paragraphs 1 and 2 of the Trust Enterprise
Act, Paragraph 1 is hereby established.

With reference to Article 47, paragraph 2 of the Act
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Governing Electronic Payment Institutions,
Paragraph 2 provides that, in addition to punishing
the person responsible for the act, the virtual asset
service provider or stablecoin issuer shall also be
punished, in order to compel such entities to improve
their internal management systems and to maintain
public trust in the overall virtual asset services
market.

A person who commits any of the following acts
shall be punished with imprisonment for a term of
not more than three years, short-term imprisonment,
or a fine of not more than two million four hundred
thousand New Taiwan Dollars, or both:

(1) making a false or concealed recording in the
application matters under Paragraphs 1, 3 or 4 of
Article 7, Paragraph 1 of Article 8, or Paragraph 1 of
Article 34;

(2) making a false or concealed recording in the
contents of financial or business reports or other
related information that a virtual asset service
provider, a stablecoin issuer, or a related party that
has financial or business dealings with such person
has been ordered to submit by the competent
authority under Paragraph 1 of Article 43;

(3) making a false or concealed recording in the
contents of books, statements, vouchers, financial
reports, or other related business documents
prescribed by law or by an order issued by the
competent authority based on the law; or

(4) with intent to obstruct an inspection by the
competent authority or an investigation by judicial
authorities, forging, altering, destroying, concealing
or disguising working papers, related records or
documents.

The competent authority relies on accurate records in
regulating virtual asset service providers and
stablecoin issuers, in order to deter ill-intentioned
persons from using the virtual asset services market
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to commit related criminal acts. False or concealed
recording in the relevant documents or records not
only obstructs the competent authority's supervision
and the maintenance of market order, but may also
obstruct investigations by law-enforcement
authorities, adversely affecting the maintenance of
social order overall. It is therefore necessary to
impose criminal liability for deterrence. Accordingly,
with reference to Article 174, paragraph 1,
subparagraphs 1, 4, 5 and 9 of the Securities and
Exchange Act, Article 115, subparagraphs 1, 4 and 5
of the Futures Trading Act, and Article 106,
subparagraphs 2 and 3 of the Securities Investment
Trust and Consulting Act, this Article sets forth
criminal liability for false or concealed recording in
relevant business documents.

A person who violates Paragraph 2 of Article 10
shall be punished with imprisonment for a term of
not more than one year, short-term imprisonment, or
a fine of not more than one million two hundred
thousand New Taiwan Dollars, or both.

In order to prevent a person other than a virtual asset
service provider from using the name of a virtual
asset service provider or any name likely to mislead
others into believing it to be a virtual asset service
provider—thereby causing confusion among virtual
asset transactors and impairing their rights—it is
necessary to impose criminal liability for deterrence.
Accordingly, with reference to Article 177,
paragraph 1 of the Securities and Exchange Act, this
Article is hereby established.

A person who commits any of the following acts
shall be imposed an administrative fine of not less
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than three hundred thousand but not more than six
million New Taiwan Dollars, and may be ordered to
make improvement within a specified period; failure
to complete improvement within the specified period
may result in repeated penalties:

(1) violating Paragraph 2 of Article 7, Paragraph 4 of
Article 11, Paragraph 1 of Article 13, Paragraph 1 of
Article 18, the application mutatis mutandis of
Paragraph 3 of Article 26 by Paragraph 3 of Article
19, Paragraph 1 of Article 20, Article 21, Article 24,
Article 27, Paragraphs 1 and 2 of Article 29, or
Article 35;

(2) violating the provisions on financial or business
management in the regulations prescribed under
Paragraph 1, 2 or 3 of Article §;

(3) failing to establish an internal control system,
internal audit system, information and
communications system security management
system, management and confidentiality policy for
operational information, or business continuity
policy as required under Article 14, or to adopt
appropriate procedures or measures, or failing to
faithfully implement the same;

(4) failing to establish internal operating systems or
procedures as required under Article 15, or failing to
faithfully implement the same;

(5) violating Paragraph 1 of Article 17, or failing to
formulate written confidentiality measures pursuant
to an order issued by the competent authority under
Paragraph 2 of the same Article, or failing to disclose
the material elements of the confidentiality measures
in the prescribed manner;

(6) violating the provisions on the preparation, filing,
public announcement, custody or retention of
financial reports in the regulations prescribed under
Paragraph 1 or 2 of Article 22;

(7) violating the front part of Paragraph 1, Paragraph
2 or Paragraph 3 of Article 23, or violating the
provisions on the means, items, scope and timing of
disclosure and reporting in the regulations prescribed
under the latter part of Paragraph 1;

(8) failing to establish review criteria or review
procedures as required under Paragraph 1 of Article
25, or violating Paragraph 2 of the same Article;

(9) violating the provisions on the categories, filing,
public announcement, custody or retention of reports
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in the regulations prescribed under Paragraphs 1 to 3
or Paragraph 4 of Article 26;

(10) violating Paragraph 1 of Article 28, or failing to
establish review criteria or review procedures as
required under Paragraph 2 of the same Article;

(11) where the trade association violates the rules
prescribed under Paragraph 1 of Article 30 with
respect to the matters to be set forth in the articles of
association, the eligibility conditions for responsible
persons and business personnel, or the finance or
business of the trade association;

(12) where a stablecoin issuer commits any of the
following acts:

a. violating the provisions on the procedures or
methods for the establishment or periodic audit of
reserve assets in the regulations prescribed under
Paragraph 1 or 4 of Article 36;

b. violating the provisions on the procedures or
methods for stablecoin issuance or redemption in the
regulations prescribed under Paragraphs 1 to 3 or
Paragraph 4 of Article 37;

c. failing to establish an internal control system,
internal audit system, information and
communications system security management system
or business continuity policy as required under
Article 39, or failing to faithfully implement the
same;

d. violating Article 40;

e. violating Paragraph 1 or Paragraph 3 of Article
41, or the provisions on the frequency, procedures or
methods of information disclosure in the regulations
prescribed under Paragraph 2;

(13) where the trade association, or a related party
that has financial or business dealings with such
person, makes a false or concealed recording in the
contents of financial or business reports or other
related information ordered to be submitted by the
competent authority under Paragraph 1 of Article 43;
or

(14) failing to submit, by the specified deadline, the
books, statements, documents, or other reference or
reporting materials ordered to be submitted by the
competent authority, or evading, obstructing or
refusing an inspection lawfully conducted by the
competent authority.

For an act for which an administrative fine should be
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imposed under the preceding paragraph, where the
circumstances are minor, the penalty may be waived,
or the actor may first be ordered to make
improvement within a specified period; where the
improvement is completed, the penalty may be
waived.

Where a stablecoin issuer violates Paragraph 2 of
Article 36 by failing to deposit sufficient reserves,
the Central Bank shall, on the shortfall, charge
interest at an annual rate of five percent above the
lowest accommodation rate publicly announced by
the Central Bank; where the circumstances are
serious, the Central Bank may impose an
administrative fine of not less than three hundred
thousand but not more than six million New Taiwan
Dollars.

In order to ensure the effective regulation by the
competent authority of virtual asset service
providers, the trade association and stablecoin
issuers, an appropriate administrative penalty should
be imposed for violations of this Act, failures to
establish or faithfully implement internal operating
procedures such as internal control and internal audit
systems, evasion, obstruction or refusal of the
competent authority's orders to submit documents or
to conduct inspections, and failures to prepare, file,
publicly announce, keep on file or retain statutory
documents as required, in order to compel faithful
compliance with laws and regulations. Accordingly,
with reference to Article 178-1, paragraph 1 of the
Securities and Exchange Act, Article 119 of the
Futures Trading Act, and Article 111 of the
Securities Investment Trust and Consulting Act,
Paragraph 1 is hereby established.

In order to comply with the principle of
proportionality and to encourage prompt
improvement, with reference to Article 178-1,
paragraph 2 of the Securities and Exchange Act,
Paragraph 2 provides that, for violations of minor
circumstances or where improvement has been
completed within the specified period, the competent
authority may waive the penalty.
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With reference to Article 54 of the Act Governing
Electronic Payment Institutions, Paragraph 3
provides for the charging of interest where a
stablecoin issuer fails to deposit sufficient reserves,
and for an administrative fine where the
circumstances are serious.

Where a juridical person is to be punished for the
violation of an administrative-law obligation under
this Act, the intentional act or negligence of its
responsible persons, business personnel or other
employees shall be deemed to be the intentional act
or negligence of the juridical person.

Where a juridical person is the subject of
punishment, its liability for intentional act or
negligence shall be expressly defined. Accordingly,
with reference to Article 117 of the Securities
Investment Trust and Consulting Act, this Article
provides that the intentional act or negligence of the
juridical person's responsible persons, business
personnel or other employees shall be deemed to be
the intentional act or negligence of the juridical
person.

Where a person is convicted of an offense under this
Act and is fined an amount of fifty million New
Taiwan Dollars or more but is unable to pay the full
amount, the period of conversion of the fine into
labor service shall be a term of not more than two
years, the conversion ratio being calculated in
proportion to the total amount of the fine and the
number of days in two years; where the fine imposed
reaches one hundred million New Taiwan Dollars
and the person is unable to pay the full amount, the
period of conversion of the fine into labor service
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shall be a term of not more than three years, the
conversion ratio being calculated in proportion to the
total amount of the fine and the number of days in
three years.

Article 42, paragraph 3 of the Criminal Code
provides that the period of conversion of a fine into
labor service shall not exceed one year. However,
where a court, pursuant to the relevant provisions of
this Act, imposes a substantial fine in addition to
imprisonment, executing only a one-year labor
service period would be insufficient to deter crime
and would be inconsistent with the purpose of
imposing a high fine. Accordingly, with reference to
Article 180-1 of the Securities and Exchange Act and
Article 119 of the Securities Investment Trust and
Consulting Act, this Article raises the period of
conversion of a fine into labor service to a term of
not more than two or three years, depending on the
total amount of the fine, with the conversion ratio
calculated in proportion to the total amount of the
fine and the two-year or three-year period of labor
service.
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A virtual asset service provider that has, prior to the
effective date of this Act, completed anti-money-
laundering registration under Paragraph 1 of Article
6 of the Money Laundering Control Act, or a
financial institution that has provided virtual asset
services in accordance with the provisions of the
competent authority, shall apply to the competent
authority for permission within twelve months after
the effective date of this Act, and shall obtain
permission and the issuance of a permission license
from the competent authority within twenty-one

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB

EENERE,

73



BRSO RBHIR , XERE
HERRFLER=EA , LU—RBR,

[EE

[:288 Explanation]

BATHRORSEHEE  HRUHERBEERKcEX
FABZEERRZRH , RAERITRERE
A, RRHEREERBER SR EKE
RERHEREERE SR EBNERBITT
MBEXRERE , EARKBEREZBRE,

=Kol VAN
[{§&3Z Article]

FERITEE , BITBREZ,

/ Article 56

[:RBB Explanation]

ZEREIRERABT 2T , SREABWHEREE
BrezifiE, €, AZA/RE K EERALELZ
K47 B BT E 2o

[

FHBRBEEMHEIMPRL

months after the effective date of this Act. A person
that fails to apply for permission, or fails to obtain
permission and be issued a permission license,
within the specified period shall not continue to
operate virtual asset business.

The period for obtaining the permission license
under the preceding paragraph may, where
necessary, be extended for three months upon
application to the competent authority, and only
once.

Under current law, the regulation of enterprises or
persons providing virtual asset services under the
Money Laundering Control Act is based on a
registration system, which will be changed to a
permission-based system upon the effective date of
this Act. Sufficient time should be afforded to virtual
asset service providers, and to financial institutions
that have provided virtual asset services in
accordance with the provisions of the competent
authority, for the relevant application procedures.
Accordingly, this Article sets forth the transitional
provisions.

The effective date of this Act shall be prescribed by
the Executive Yuan.

Considering that the implementation of the
provisions of this Act involves the drafting and
prescribing of relevant regulations and supporting
measures, which must be properly planned, this
Article provides that the effective date of this Act
shall be prescribed by the Executive Yuan.

RE ; PXRBIULERVBEES 2020/6/3 BIBBEGRA ; RXRAFELTEF , TEHEB
BERRFEUE

EENERE,

74



o 4EEEER0R / Editorial Note

AP EHBRHALEZEENHRAETRE , 2
HEREE THBREEREERHNZ2E, PX
WRUAEBE BTN E B S 2026 FF 6 A 3 BBIBE
EEMARE  RNRAFEFEZE , TESE
CREEEEEEY (FSC) Y "EREERK
PSS RITREDME, CEHREFRG
I ¥ X @2 MiCA Regulation, 3B GENIUS
Act, FATF l+IHEHE, 10SCO &&H|E. BAX
SR E (PSA ) EHEREmMEEIE
(FIEA) . BEEREECREREE. BER
EMRPIEEREERD FAEELISSISER
=V

TERBCESRRACHEEEEREE NG
RE,

This bilingual edition has been prepared by the
Office of Legislator Ju-Chun KO (BaoBo) to provide
international readers with a reference to Taiwan's
draft virtual asset legal framework. The Chinese text
is based on the version approved by the Finance
Committee of the Legislative Yuan on June 3, 2026.
The English translation is unofficial; it follows the
conventions established in the Financial Supervisory
Commission's official English translation of the
"Regulations Governing Anti-Money Laundering
and Counter-Terrorism Financing for Virtual Asset
Service Providers," and aligns with international
usage drawn from the EU's MiCA Regulation, the
United States' GENIUS Act, FATF 40
Recommendations, IOSCO's Final Report on Policy
Recommendations for Crypto and Digital Asset
Markets (2023), Japan's Payment Services Act (PSA)
and Financial Instruments and Exchange Act (FIEA),
Korea's Virtual Asset User Protection Act, Hong
Kong's Stablecoins Ordinance, and the Guidelines
for VATP Operators.

The official English translation, when issued, will be
the version published by the Financial Supervisory
Commission.

— Office of Legislator Ju-Chun KO (BaoBo) / I;ZZ S B MG AR
2026.06.09
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