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2 Fidelity, Revisiting Persistent Bitcoin Criticisms, available at https://www.fidelitydigitalassets.com/research-
and-insights/revisiting-persistent-bitcoin-criticisms, last visited 12/18/2023.
3 ScienceDirect, Network effects and store-of-value features in the cryptocurrency market, available at

https://www.sciencedirect.com/science/article/pii/S0160791X23001252?ref=pdf download&fi=RR-
2&1r=8363e4600b3afl cc, last visited 12/16/2023.
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Table 8. Optimal asset allocation based on tail risk measures (three-asset portfolios)

Panel A: Tail risk defined by the Value at Risk (VaR)

p=95% p =99% p =99.9%
Weights  VaR E(r) TP DF Weights  VaR E(r) Lk be Weights  VaR E(r) L bp
ratio rahio ratio raho ratio ratio
EU/BTC/Gold (64,15.21)  352%  029% 0247 0384 (55,17,28)  592%  031% 0304 0397 (59,19.22)  R.86% 035% 0356 0407
US/BTC/Gold (T5.1L14)  324%  032% 0250 0366 (62,1622)  575%  037% 0473 0430  (53,19.28)  8.57% 044% 0480 0405

Panel B: Tail risk defined by the Expected Shortfall (ES)

p = 95% p = 99% p =99.9%
Weighs  ES E(r) TP DP s ES E(r) TP DP yigws  ES E(r) e bp
- ratio raho - ratio rahio - ratio ratio
EUBTCGold  (621523)  477%  029% 0255 0395 (612019  7.22%  037% 0318 0410 (s3.25.22) 1020% 039% 0340 0422
USBTC/Gold  (65.1327)  452%  033% 0384 0387 (0911  7.17%  044% 0519 0410  (32621)  985%  051% 0582 0445
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4 SSRN, Is Bitcoin the New Digital Gold? Evidence From Extreme Price Movements in Financial Markets,
available at https://papers.ssr.com/sol3/papers.cfm?abstract_id=3245571, last visited 12/17/2023.
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6 IRM., Bitcoin and the Energy Transition: From Risk to Opportunity, available at
https://www.theirm.org/news/bitcoin-and-the-energy-transition-from-risk-to-opportunity/, last visited 12/18/2023.
7 MDPI, Bitcoin’s Carbon Footprint Revisited: Proof of Work Mining for Renewable Energy Expansion, available
at https://'www.mdpi.com/2078-1547/14/3/35, last visited 12/14/2023.

8 ACS Publications, Renewable Energy Transition Facilitated by Bitcoin, available at

https://pubs.acs. org/doi/full/ 10.1021/acssuschemeng.2c06077, last visited 12/17/2023.
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10 MDPI, A Review of the Lightning Network’s Evolution: Unraveling Its Present State and the Emergence of
Disruptive Digital Business Models, available at https://www.mdpi.com/0718-1876/18/3/68, last visited
12/15/2023.

11 IEEE, Enabling Micro-payments on IoT Devices using Bitcoin Lightning Network, available at
https://ieeexplore.ieee.org/abstract/document/9461096, last visited 12/17/2023.

12 PwC, El Salvador's law: a meaningful test for Bitcoin, available at https://www.pwc.com/gx/en/financial-
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services/pdf/el-salvadors-law-a-meaningful-test-for-bitcoin.pdf, last visited:12/21/2023.
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15 World Bank, Infrastructure Tokenization, available at
https://documents1.worldbank.org/curated/en/099200503082329768/pdf/P17425408{32a00580a2620810813ed037
0.pdf, last visited 12/17/2023.

16 Vacuumlabs, Strike: Disrupting the remittance payments via Bitcoin’s Lightning Network, available at
https://vacuumlabs.com/strike-disrupting-remittance-payments/, last visited 12/21/2023.
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Preface

Taiwan is home to top-tier software talents who have made significant

contributions to the global technology industry. In recent years, the digital assets sector

and its applications within Taiwan have garnered repeated international media coverage.

However, the regulations governing digital assets in Taiwan are still in their early stages.

The current legal and regulatory framework is somewhat ambiguous, posing potential
challenges to the development of the digital assets industry in Taiwan. To proactively

address and improve this situation, our association was established.

Since our inception in 2021, the Bitcoin and Cryptocurrency Development
Association in Taiwan has been dedicated to raising awareness about proper regulations
related to digital assets. Our mission is to foster the development of digital assets and
their applications, contributing to the establishment of a robust and healthy digital asset
environment in Taiwan. This, in turn, promotes related industries and contributes to
overall economic development. Among our goals is the establishment of the Virtual
Asset Service Providers (VASP) Association.

Over the past three years, the association has consistently collaborated with
various sectors in Taiwan to promote activities and maintain ongoing communication
with public sectors and government agencies. In September 2023, we achieved a
significant milestone by successfully completing the application for the commercial
category work of virtual currency. The establishment of the Taiwan Virtual Currency
Industry Association is imminent. Following the completion of our association's initial
milestones, we are committed to advancing our mission and supporting the Taiwan
Virtual Currency Industry Association. To achieve this, we have consulted with various
experts and scholars to formally propose the 'Bitcoin and Digital Assets Development
White Paper.' This document outlines our specific action plans for promoting three

major policies in the future, for public reference:

Over the past three years, the association has continuously collaborated with
various sectors in Taiwan to promote activities and has maintained ongoing
communication with public sectors and government agencies. In September 2023, we
successfully completed the application for the commercial category work of virtual
currency, and the Taiwan Virtual Currency Industry Association is about to be
established. Following the completion of our association's initial milestones, we are
committed to furthering our mission and supporting the Taiwan Virtual Currency
Industry Association. To this end, we have consulted with various experts and scholars
to formally propose the ‘Bitcoin and Digital Assets Development White Paper’. This
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document outlines our specific action plans for promoting three major policies in the

future, for public reference:

1. The Four Major Significances of Bitcoin for Taiwan;
The Promotion of Supervision and Application of Digital Assets in Taiwan;
3. The Promotion of Blockchain Technology Applications and International

Exchange in Taiwan.
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Chapter 1: The Four Major Significances of

Bitcoin for Taiwan

The Four Major Significances of Bitcoin for Taiwan

Since Satoshi Nakamoto published the seminal whitepaper "Bitcoin: A Peer-to-
Peer Electronic Cash System" in 2008, Bitcoin has gradually entered the public
awareness and is now well-known. It has attracted considerable attention from our
central bank, which has analyzed the similarities and differences between Bitcoin
and gold.?® The primary direction of our association is to promote the adoption of
Bitcoin in Taiwan, helping all sectors understand the four major significances of
Bitcoin for Taiwan.

I. The Importance of Bitcoin as a Store of Value for Taiwan

Bitcoin is designed as a store of value for the digital world, with asset security
dependent on cryptography and mining algorithms, making its risk factors
fundamentally different from those of fiat currencies and physical gold. After
operating stably for fifteen years, the Bitcoin network has proven its resilience, a fact
that cannot be overlooked.

Taiwan's openness to cultural diversity, its adaptability towards new
technologies, and its unique geopolitical challenges all demonstrate that Taiwan has
significant advantages and a need a Bitcoin strategy, mainly to adopt Bitcoin as a

diversified store of value option. Fidelity Investments noted in a research report that

Bitcoin's volatility has decreased over time, solidifying its position as a store of value
)_27

tool (as shown in Figure 1

2011 2013 2015 2017 2019 2021 2023
——— 30D Volatility —— 60D Volatility
——— 180D Volatility Linear (180D Volatility)

Figure 1: Bitcoin Volatility Chart

Borpgngr T 4, ? £FB2EF ERTSG
https://ec.ltn.com.tw/article/breakingnews/4521875 (£ 5 | ¢ P :2023 # 12 % 20 p)

27 Fidelity, Revisiting Persistent Bitcoin Criticisms, available at https://www.fidelitydigitalassets.com/research-
and-insights/revisiting-persistent-bitcoin-criticisms, last visited 12/18/2023.

S




Bitcoin and Digital Assets Development Whitepaper b

Bitcoin, often referred to as “digital gold”, has been highlighted in a study from
2023 on the network effects and store of value of cryptocurrencies, which pointed
out that the correlation coefficient between Bitcoin and gold has reached 0.6. This
indicates a correlation between Bitcoin and gold?®, as shown in the following Figure
2. Therefore, whether for individuals, corporations, or governments, including
Bitcoin in asset allocation can provide a hedging eftect similar to that of gold, thereby

enhancing overall risk-reward profile.?°

Table 8. Optimal asset allocation based on tail risk measures (three-asset portfolios)

Panel A: Tail risk defined by the Value at Risk (VaR)

p=95% p=99% p = 99.9%
Weights VaR E(r) P D'_D Weights VaR E(r) ﬂ.: DF Weights Var E(r) TI.J Df
ratio ratio ratio ratio ratio ratio
EU/BTC/Gald (64.1521)  352%  029% 0247 0384 (5517.28)  592%  031% 0304 0397 (5919.22)  8.86%  035% 0356 0407
US/BTC/Gold (75.1L14)  324%  032% 0250 0366 (62,16.22)  5.75%  037% 0473 0430 (53.19.28)  857%  0.44% 0480  0.405
Panel B: Tail risk defined by the Expected Shortfall (ES)
p=95% p=99% p = 99.9%
Weights  ES E(r) e op Weights  ES E(r) P DP s ES E(r) e op
ratio ratio ratio ratio ratio ratio
EU/BTC/Gald (621523)  477%  029% 0253 0395 612009 722%  037% 0318 0410 (532522)  1020%  0.39% 0340 0422
US/BTC/Gold (65.13.22)  452%  033% 0384 0387 (70,19.11)  T.17%  044% 0519 0410 ($3.2621)  985%  051% 0582 0.445

Figure 2: Optimal Asset Allocation Based on Extreme Risk

In summary, governments worldwide, including Taiwan, should consider the
characteristics of Bitcoin as a store of value and its potential as a reserve asset. Given
that Taiwan has a substantial gold reserve (423.6 tons) concentrated in a single
location, which poses a risk in the event of war, it should consider how Bitcoin could

provide an additional insurance against war.*

ii.  The Potential of Bitcoin to Promote the Development of
Renewable Energy

Bitcoin can serve as an incentive mechanism for the renewable energy industry.
Utilizing the characteristics of Bitcoin mining to store electricity and balance the grid,
the energy that would inevitably be wasted in the early stages of renewable energy
development can be converted into a monetary asset or stored as electricity. This can

compensate for the weaknesses in the development of renewable energy and is

28 ScienceDirect, Network effects and store-of-value features in the cryptocurrency market, available at
https://www.sciencedirect.com/science/article/pii/S0160791X23001252?ref=pdf download&fr=RR-
2&1r=8363e4600b3afl cc, last visited 12/16/2023.

29 SSRN, Is Bitcoin the New Digital Gold? Evidence From Extreme Price Movements in Financial Markets,
available at https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3245571, last visited 12/17/2023.

30 gkt FRE2BFHE - FIRL Fg ? 02022057 068 >
https://www.bnext.com.tw/article/69008/bitcoin-wide-shell-tw-insur » & {5 5 p * 2023/12/21
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expected to effectively complement Taiwan's energy policy.

Bitcoin mining contributes to the promotion and development of renewable
energy usage. Taiwan, aiming to develop renewable energy sources, including
offshore wind power, should further explore such possibilities. The Institute of Risk
Management (IRM) noted that, as of Q3 2022, approximately 60% of Bitcoin mining
was powered by a mix of renewable energy. Additionally, mining helps foster the
adoption of solar and wind power, as well as the development of geothermal,
hydroelectric, and ocean thermal energy generation.®! The development phase of
renewable energy inevitably encounters instability in the power grid.®? At this
juncture, the ability to rapidly switch mining operations on and off and their
interruptible nature can help stabilize the grid and achieve the effect of peak shaving

and valley filling.3

Moreover, our country continues to promote the construction of offshore wind

t.3% Given the Taiwan

farms, most of which are potentially located in the Taiwan Strai
Strait's strategic importance to our national defense, the widespread installation of
offshore wind farms in the Taiwan Strait could concurrently support the promotion
of Bitcoin and the development of renewable energy, while also potentially
enhancing military facilities and strengthening national maritime defense capabilities

(as shown in the following figure).

31 IRM., Bitcoin and the Energy Transition: From Risk to Opportunity, available at
https://www.theirm.org/news/bitcoin-and-the-energy-transition-from-risk-to-opportunity/, last visited 12/18/2023.
32 MDPI, Bitcoin’s Carbon Footprint Revisited: Proof of Work Mining for Renewable Energy Expansion,
available at https://www.mdpi.com/2078-1547/14/3/35, last visited 12/14/2023.

33 ACS Publications, Renewable Energy Transition Facilitated by Bitcoin, available at
https://pubs.acs.org/doi/full/10.1021/acssuschemeng.2c06077, last visited 12/17/2023.
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Figure 3 & Figure 4:
Potential Sites for Offshore Wind Farms in Our Country

Bitcoin Lightning Network and Promoting Financial Inclusion

Bitcoin is a global, borderless monetary network, and the Lightning Network
built upon it is one of the most successful micropayment tools. Compared to the local
payment tools in Taiwan, the Lightning Network offers advantages in globalization

and lower capital thresholds.

According to the data, the average cost of cross-border remittances reached
6.4% in 2021.% Using the Lightning Network, the public can reduce remittance
costs to nearly zero quickly. Especially under the policy of introducing foreign
migrant workers into our country, the salaries of migrant workers can be transferred
immediately to their families in other countries via the Lightning Network without
delay or the need for time-consuming settlement. The Lightning Network can also
be integrated with technologies like IoT and M2M, enabling micropayment methods
such as real-time payment of energy bills or deduction of highway toll fees, thereby

enhancing financial efficiency.*®

In its report on El Salvador's Bitcoin legislation, PwC pointed out that, in
addition to adopting Bitcoin as legal tender, the introduction of the Lightning

Network in El Salvador has effectively enhanced financial inclusion, processing an

35 MDPI, A Review of the Lightning Network’s Evolution: Unraveling Its Present State and the Emergence of
Disruptive Digital Business Models, available at https://www.mdpi.com/0718-1876/18/3/68, last visited
12/15/2023.

36 IEEE, Enabling Micro-payments on IoT Devices using Bitcoin Lightning Network, available at
https://ieeexplore.ieee.org/abstract/document/9461096, last visited 12/17/2023.
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average of 65,000 transactions per second and two million dollars in remittances
daily. Furthermore, nearly half of the country's population has used El Salvador's
official Bitcoin wallet; meanwhile, only about 30% of Salvadorans have bank
accounts. >’ By comparison, after several years of promoting mobile payment
policies, Taiwan finally reached a mobile payment penetration rate of nearly 70% in
2022.% The Lightning Network has the potential to become one of Taiwan's diverse

payment methods and expand financial inclusion.

Iv. The Benefits of Bitcoin for Technological Innovation

Beyond the micropayment capabilities of the Lightning Network, there are
many more potential applications that can be built on the Bitcoin network. Early
participation in this internationally recognized monetary network will bring Taiwan

more opportunities for financial innovation.

The blockchain technology utilized by Bitcoin is one of the leading
technological innovations. For example, the Hong Kong Monetary Authority has
launched green bonds using blockchain technology, and the World Bank is exploring
infrastructure tokenization to enhance processing efficiency and increase

transparency. %4

The Bitcoin wallet Strike merges the current financial system with Bitcoin to
create a novel type of banking based on Bitcoin. It enables users to send Bitcoin and
fiat currencies instantly and with near zero cost globally. Additionally, the system
supports exchanges between different fiat currencies, allowing User A to send US
dollars to User B who wishes to receive euros with the currency exchange facilitated
through the Bitcoin market and the Lightning Network. Through Strike, everyone
can settle any transaction at virtually no cost at any time, thereby bypassing the

traditional financial rails.**

37 PwC, El Salvador's law: a meaningful test for Bitcoin, available at https://www.pwc.com/gx/en/financial-
services/pdf/el-salvadors-law-a-meaningful-test-for-bitcoin.pdf, last visited:12/21/2023.

BMICTFREAEF WAL [FRLHAANA-] " " 5&kb? B E 7% 3645587 R TH
MBEME S pFARHES FBFEFAES - 220232052 039
https:/mic.iii.org.tw/news.aspx?id=639 » & {21 p : 2023/12/21 o

¥ AR E@ELRH 0 FEF XD F AN 52023 % 08 7 24 p > hitps://www.hkma.gov.hk/chi/news-and-
media/press-releases/2023/08/20230824-3/ » & s 0 p : 2023/12/17 -

40 World Bank, Infrastructure Tokenization, available at
https://documents1.worldbank.org/curated/en/099200503082329768/pdf/P17425408{32a00580a2620810813ed037
0.pdf, last visited 12/17/2023.

41 Vacuumlabs, Strike: Disrupting the remittance payments via Bitcoin’s Lightning Network, available at
https://vacuumlabs.com/strike-disrupting-remittance-payments/, last visited 12/21/2023.
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Chapter 2: Promoting the Regulation and
Application of Digital Assets in Taiwan

Development of Digital Assets Legislation in

Taiwan

In today's financial ecosystem, digital assets have taken an increasingly
important role. Apart from the widely recognized Bitcoin, the market value and
influence of various digital assets have increased significantly in recent years. The
diversity of these assets not only offers investors a broader range of options but also

reflects the rapid development and innovative capacity of this field.

In Taiwan, the digital asset market is gradually expanding, attracting an
increasing number of investors to participate in this new sector. As the market grows,
the urgent need for a sensible and effective regulatory framework becomes apparent.
Currently, Taiwan's regulation of digital assets primarily focuses on anti-money
laundering (AML), with the Financial Supervisory Commission (FSC) stipulating
related guidelines.*? Yet, these measures are still insufficient in protecting investors'
rights and promoting the healthy development of the market. The lack of clear and
comprehensive regulatory policies not only poses risks to investors but also brings

uncertainty to operators building the industry.
I. Anti-Money Laundering Legal Framework

Anti-money laundering (AML) holds a pivotal role in the global financial
system, especially within the highly anonymous digital assets market. With the
proliferation of cryptocurrencies, their anonymity and the convenience of cross-
border transactions have increased the risks of money laundering and financing
terrorism. Consequently, the international communities and national governments
have been actively strengthening the supervision and scrutiny of this domain. In
June 2015, the Financial Action Task Force (FATF) issued AML guidelines for
digital assets, clarifying how AML regulations should apply to cryptocurrencies.

Taiwan, as a country actively engaged in the international financial market,

VEREFERAAE HTEREFFRLIAE TERARTAT 22 £ % (VAS
P) i H R R o https://www.fsc.gov.tw/ch/home.jsp?id=96&parentpath=0,2 & mcustomize=news_vie
w.jsp&dataserno=202309260005&dtable=News( & {s i f p :2023 & 12 » 22 p)
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amended Article 5 of its Anti-Money Laundering Act at the end of 2018,%
officially including cryptocurrency platforms and transaction services within its
regulatory scope, thus establishing a legal foundation for the AML measures
concerning cryptocurrencies. In April 2021, pursuant to the Anti-Money
Laundering Act, the Executive Yuan defined virtual currencies and designated the
scope of virtual currency businesses. The Financial Supervisory Commission
(FSC) also began to actively urge digital assets service providers to comply with
AML regulations before commencing operations. ** Providers violating the
regulations could face penalties up to NT$10 million, as stipulated by the Anti-
Money Laundering Act.

Subsequently, in June 2021, Taiwan officially announced the "Regulations on
Anti-Money Laundering and Counter-Terrorism Financing for Virtual Currency
Platforms and Transaction Services." These changes mandated that relevant
operators adhere to stricter regulations, such as implementing customer identity
verification procedures, monitoring, and reporting suspicious transaction activities.
These measures have enhanced the transparency and security of the overall

financial system.

However, the current anti-money laundering legal framework is the primary
regulation targeting digital assets service providers in our country. Thus, it still

falls short in terms of investor protection and promoting industry development.
ii.  Regulatory guidance

After numerous public hearings and the participation by our association in
providing various opinions, the Financial Supervisory Commission (FSC) issued
the "Guidance for the Management of Virtual Asset Platforms and Transaction
Services Businesses (”Guidance”)" in September 2023. This represents a
significant advancement in Taiwan's efforts to strengthen the regulation of
cryptocurrencies and related trading platforms. The main purpose of the Guidance
is to enhance the management of digital assets platforms in order to protect the
rights and interests of consumers and investors, while also improving market

transparency and security.

The Guidance explicitly states that it is mandatory for the issuers of digital
assets to announce their whitepapers on their websites, and digital assets trading
platform operators must also post a link to these whitepapers on their websites.

Additionally, the Guidance require platforms to segregate customers' assets— from

BOEBAIE R SES 2 o
Mo Ek 110 E 47 7 pediEE % 1100167722 5.4 -
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their own to prevent conflicts of interest and ensure the safety of customer assets.
Platforms are also required to appoint an accountant to issue a report on the

custody of customer assets at least annually and make it viewable by the public.*®

The Guidance emphasizes the fairness and transparency of trading rules,
requiring platforms to disclose trading rules and ensure market fairness, as well as
to immediately reveal transaction information of digital assets and provide it to the
customers.*® Moreover, platforms need to establish comprehensive internal rules
and systems, including information security management and consumer complaint

handling mechanisms, to improve operational efficiency and service quality.*’

The Financial Supervisory Commission (FSC) has also imposed some
restrictions on VASP operators' business operations, such as prohibiting the

8 and the operation of derivative financial products

issuance of stablecoins
transactions with digital assets as the underlying collaterals, as well as operating

digital assets businesses with security-like characteristics without authorization.*°

Establishment of industry and trade associations

After three years of our efforts, the Ministry of Economic Affairs of Taiwan
finally announced in August 2023 the addition of a new "Virtual Currency
Business" industry category. The purpose is to enable operators of virtual currency
platforms and transaction services to implement legal compliance and self-
regulation. ®® This newly established category covers the exchange between
virtual currencies and fiat currencies or among virtual currencies, the transfer of
virtual currencies, custody, or management of virtual currency services, and
participation in or provision of services related to the issuance or sale of virtual

currencies.

By establishing trade associations, operators are encouraged to collectively
set industry standards and self-regulation norms, enhancing the industry's self-
discipline and credibility, reducing negative perceptions and distrust towards the

industry. This measure helps improve the entire industry's regulatory compliance
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and transparency and provides a platform for cooperation among operators

In light of this, our association will continue to promote the regulation and
application of digital assets in Taiwan, while encouraging innovation and
technological development, to support the diverse use of digital assets and foster

industry growth.

Policy formulation and research work

With the rapid development of the virtual currency market, the importance of
establishing a professional and influential trade association has increased
accordingly. Therefore, the soon-to-be-established Virtual Currency Business
Association will play a crucial role. To better achieve the objectives of our
association and effectively support the upcoming Virtual Currency Business
Association, we plan to incorporate our existing organization into a special project
team focused on policy formulation and regulatory research. Going forward, we
will collaborate extensively with the trade association, concentrating our efforts
on two main areas: policy formulation and advocacy, as well as regulatory research

and analysis.

Simultaneously, our association has undertaken extensive work on
information security standards for digital assets (hereinafter referred to as “InfoSec
Standards”). In the future, our association can assist in incorporating and passing
on these past experiences and achievements to the forthcoming trade association,
thereby elevating the industry's requirements for information security standards.
The construction of the InfoSec Standards conducted by our association is detailed

as follows:

Direction of Information Security Standards for the Virtual

Currency Industry:

Since the inception of virtual currency exchanges, there have been numerous
instances where exchanges were compromised by hackers, leading to the
endangerment of user assets, and in some cases, even resulting in the closure of
exchanges. To protect the digital assets of users in Taiwan, our association,
together with industry experts, has conducted extensive research and established
a unified information security process for virtual currencies. We have officially

n

released the " Direction of Information Security Standards for the Virtual
Currency Industry (Direction) " to ensure the establishment and implementation

of internal audits and controls, introduce relevant information security measures,

S
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and facilitate access to information for all sectors and consumers. This serves as
a basis for assessing the safety of digital asset transactions and as an option for
reference. The Direction has been initially introduced and followed by several

member organizations of our association.

Information Security Committee

To review the information security declarations submitted by exchange
operators, our association established the "VASP Information Security Standards
Committee" on November 4, 2022. As an independent committee, it is tasked with
deciding on the required documents for the " Information Security Management
Policy Statement" and reviewing the documents for information security
declarations submitted by other operators. The VASP Information Security
Standards Committee currently has a total of 10 members, comprising lawyers,
information security scholars, blockchain technology experts, and industry

representatives.

Implementation of Information Security Standards

We fully recognize the importance of information security and user asset
protection in the rapidly evolving virtual currency industry. Therefore, we have
developed a comprehensive Direction to guide operators in implementing effective
information security management. The Direction covers aspects from establishing
information security policies, setting up an information security management
organization, to risk assessment and handling. It is particularly emphasized that
for the security management of virtual currencies and digital assets, we
recommend our members adopt multi-layered protective measures, including but

not limited to the security architecture design of hot wallets and cold wallets.

Additionally, we also put emphasis on the security of system development.
We encourage our members to integrate security elements into the development
process, using encryption technology to protect data and transactions. Personnel
security management and education are also indispensable aspects; we advocate
for regular information security training and awareness enhancement for
employees. To address potential security incidents, we have established an
emergency incident management process, ensuring a rapid and effective response
to various security challenges. Through these measures, our goal is to create a
more secure and reliable virtual currency trading environment, providing a solid

foundation for the sustainable development of the entire industry.
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iv. Two operators that have completed the Information Security %
Management Policy Statement
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To encourage our association's member organizations and leading domestic
virtual currency platform operators to pay attention to and invest in information
security, our association will assist in handling the "Information Security
Management Policy Statement (Statement)". Operators that have completed the
Statement will be announced collectively on the official website of the association,
facilitating access to relevant information for all sectors and consumers, serving
as a reference for asset trading options.

Currently, through the joint efforts of our association, the Information
Security Committee and the operators, two exchanges have completed their
declarations. The first operator, MaiCoin Asset Exchange, a digital asset exchange,
passed the review in April 2023. The second operator to pass the review was Bito
Group, in November 2023. Going forward, we will continue to guide more digital
assets platform operators to adopt information security standards and complete

their information security declarations.
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Chapter 3: Promoting the Application of
Blockchain Technology in Taiwan and

International Exchange

Taiwan has bred generations of top-notch software technology talents, and in
recent years, numerous operators in Taiwan have dedicated to providing services
related to blockchain technology. Blockchain, the underlying technology of digital
assets, not only offers solid support for the digitization of assets but also injects
vitality into the entire virtual economy ecosystem. The third policy of our association
is to promote the application and adoption of blockchain technology in Taiwan and

to provide comprehensive support and assistance to related industries.

On the international stage, several countries have already taken the lead over
Taiwan in terms of regulating and developing digital assets. The experiences and
achievements of these countries provided valuable lessons for us on the path to
regulatory adjustments and industry growth. Therefore, our association will actively
promote exchanges and cooperation with other countries in the future, hoping that
through the sharing of international experiences, we can bring profound insights to
the development and regulatory supervision of Taiwan's industry. Next, we will detail

the directions that the association plans to focus on for development.

|. Imviting International Blockchain Technology

Teams to Visit and Establish a Presence in Taiwan

To further promote Taiwan's development in the global blockchain sector, our
association is dedicated to strengthening cooperation and exchange with
international professional teams. We understand that bringing top international
blockchain technology teams to Taiwan can not only accelerate our technological
innovation and industry development but also is a key step in promoting closer

connections between Taiwan and the international community.

For this purpose, our association has released a detailed “2023 Taiwan
Blockchain Industry Ecosystem Map”. This is not only a meticulous overview of
Taiwan's blockchain industry but also a powerful tool for integrating resources.

Through the blockchain map, we can precisely identify key players in various
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blockchain fields within Taiwan, thereby gaining a deeper understanding of the
dynamics and needs of the industry. This will help us to more effectively connect

with international teams and promote the exchange of knowledge and technology.

In the future, our association will organize international visits and exchange
activities aimed at inviting leading global blockchain technology teams to visit
Taiwan, and facilitating collaborations with local partners or establishing branches
in Taiwan. Through these activities, we hope to encourage in-depth exchanges
between international experts and Taiwan's blockchain enthusiasts and operators,
to explore possibilities for future collaborations. This will not only accelerate the
development of blockchain technology in Taiwan but will also help us integrate
more quickly with the international community, thereby promoting the overall

industry's growth and innovation.

Through active collaboration and exchange, we aspire to make Taiwan an
international hub for global blockchain technology and establish a clearer and

stronger position for Taiwan in this cutting-edge technology.

Association Annual Objectives
i.  Taiwan-Japan International Exchange Visit

In November 2023, our association became a corporate member of the Japan
Cryptocurrency Business Association (JCBA). Established in 2016, JCBA is
dedicated to supporting stakeholders in the public blockchain and Web 3.0
ecosystem, aiming to improve the business environment related to cryptocurrency
assets. As a membership-based organization, JCBA leverages the expertise of its

member companies in technology, taxation, accounting, law, and business.

AABERECYRAHR

Japan Cryptoasset Business Association
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Conducting research, proposing policy recommendations, and fostering talent

development are among JCBA's core activities.

Over the past year, our association has maintained continuous
communication with key industry players in Japan, including Coincheck, the
leading compliant digital assets exchange, and CoinPost, a prominent blockchain
media outlet. This engagement not only provided valuable opportunities for
mutual technical and experiential sharing but also established a communication
channel with several Taiwanese exchanges. This has paved the way for broader
collaboration possibilities, laying the foundation for exploring partnerships and

potential joint ventures within the Taiwan-Japan blockchain industry.

Looking ahead, our association remains committed to strengthening
exchanges and cooperation with Japan in the blockchain field. Through proactive
international collaborations, we aspire to enhance Taiwan's standing in the global
blockchain industry and infuse more international perspectives and resources into

Taiwan's technological innovation and industrial development.

Creating the 2024 Taiwan Blockchain Ecosystem

As blockchain technology matures and its applications expand, a
comprehensive understanding of the industry ecosystem becomes increasingly
crucial. In collaboration with our first-year partners, None Capital, Web3+,
AppWorks, and various media partners, our association meticulously planned the
2023 Taiwan Blockchain Ecosystem/Report. This resource, available on our
website (https://map.bcda.tw/), covers businesses and teams across various
subsectors, including trading platforms, service providers, startups, and
established enterprises. Additionally, in partnership with the second Taipei
Blockchain Week (TBW), our association released an Ecosystem Handbook in
English. These initiatives offer international stakeholders and institutions in-depth
insights into the diversification and flourishing development of Taiwan's digital

assets industry.

Our association's Ecosystem not only serves as a tool for navigating the
industry but also as a platform for facilitating communication and collaboration
within and beyond the industry. It provides an overview of the industry landscape,
reflecting the current state of Taiwan's blockchain industry and highlighting the

contributions of leading companies and innovators.

Building on this momentum, our association plans to expand industry

collaborations and is gearing up to develop an in-depth and updated second edition
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of'the 2024 Ecosystem. This will encompass a broader range of market participants
and incorporate the latest market trends and technological innovations. Our goal
is to provide a more detailed, up-to-date, and forward-looking information source
to assist investors, researchers, and international teams in recognizing Taiwan's

growing significance in the blockchain industry.

S
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