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Gary Gensler flé . SEC%EZEOD%E (2021488198 The Wall Street Journal)

“DeFi is a bit of a misnomer, because there’s still a core group of folks that are not only writing the software, like
the open-source software, but they often have governance and fees. There’s some incentive structure for those
promoters and sponsors in the middle of this.”
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Linear vs Exponential
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Need to fill the gap with alternative approach!

Enforcement capacity
(Human resources etc.)

_______

4 1
ML/TF risks could be contained'for now 1
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(Before Bitcoin) (Less than 5 years?)
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G20 HIGH-LEVEL SEMINAR ON FINANCIAL INNOVATION
“OUR FUTURE IN THE DIGITAL AGE

Session 2: Multi-stakeholder Governance for a Decentralized
Financial System

Jun Murai Professor, Keio University

President, De Nederlandsche Bank, and Vice Chair,

Klaas Knot | bihancial Stability Board

Adam Back | Co-founder and CEO, Blockstream

Shin'ichiro Research Professor, Georgetown University
Matsuo
Brad Carr Senior Director, Digital Finance, Institute of

International Finance
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Technological innovations, including those underlying crypto-assets, can deliver significant benefits to the
financial system and the broader economy. While crypto-assets do not pose a threat to global financial
stability at this point, we remain vigilant to risks, including those related to consumer and investor protection,
anti-money laundering (AML) and countering the financing of terrorism (CFT). We reaffirm our commitment
to applying the recently amended FATF Standards to virtual assets and related providers for AML and CFT.
We look forward to the adoption of the FATF Interpretive Note and Guidance by the FATF at its plenary later
this month. We welcome I0OSCOQO’s work on crypto-asset trading platforms related to consumer and investor
protection and market integrity. We welcome the FSB’s directory of crypto-asset regulators, and its report on
work underway, regulatory approaches and potential gaps relating to crypto-assets. We ask the FSB and
standard setting bodies to monitor risks and consider work on additional multilateral responses as needed.

We also welcome the FSB report on decentralized

Report on financial stability, regulatory and

financial technologies, and the possible implications for
financial stability, regulation and governance, and how
requlators can enhance the dialogue with a wider group

of stakeholders. we aiso continue to step up efforts to enhance cyber resilience, and

welcome progress on the FSB’s initiative to identify effective practices for response to and recovery from
cyber incidents.
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Blockchain Governance Initiative Network (BGIN)
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* Identity, Privacy and Key Management Working Group
« Key Management of Centralized/Decentralized ot o et P Syt
Custody
* Present and Future of a Decentralized Financial
System and the Associated Regulatory Considerations s

* Decentralized Treasury Working Group
 Internal Governance Working Group

« BGINBEORNELH/INF >R

i ed in the antare personal views of the parti i
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* Preliminary Bylaw
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FATF Virtual Asset Contact Group Block #3: June 29 - July 1, 2021 in  FATF Event at OECD Policy Forum, Block #4: November 2-4, 2021 in
Meeting, April 2021 (virtual) DC/NY (virtual) September 2021 (virtual) Africa (virtual)
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BGIN Initial Contributors

o 23 experts with diverse backgrounds (Engineers, Regulators, Internet Pioneers, Academia, Business, Standards.)

Mai Santamaria

Head of Financial Advisory team (SFAD),
Department of Finance Ireland

Dublin, Ireland

Jumpei Miwa
Director, Fintech and Innovation Office,
Financial Services Agency, JAPAN

Yuta Takanashi

Deputy director, Office of International Affairs,
Financial Services Agency, JAPAN

Danny Ryan

Ethereum Foundation

Jeremy
Rubin

San Fransisco, US

Yuji Suga
Internet Initiative Japan Inc. / CGTF
Tokyo, Japan

Nat Sakimura
7z Chairman, OpenID Foundation

Julien Bringer
CEO, Kallistech

Paris, France Tokyo, Japan

Senior Research Fellow,
Max Planck Institute for Innovation and Competition

Munich, Bavaria, Germany

Shin’ichiro Matsuo
Research Professor,
Georgetown University

Washington D.C., US

Joaquin Garcia-Alfaro
Full Professor, Institut Mines-Télécom
/ Institut Polytechnique de Paris
Paris, France

Michele Finck Pj

Pindar Wong
Chairman, VeriFi Limited

Hong Kong, China

David Ripley
COO, Kraken

San Francisco, US

Philip Martin
Chief Information Security Officer,
Coinbase Global Inc.

Flora Li
Director, Huobi Blockchain Academy

Beijing, China

Brad Carr

Managing Director, Digital Finance,
Institute of International Finance

Washington D.C., US

Nii Quaynor
Chairman, Ghana Dot Com Ltd
Accra, Ghana

Clinical Professor of Law, { Professor, Columbia Law School
Cardozo Law School

New York, US New York, US
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Robert Wardrop

Director,
Cambridge Centre for Alternative Finance

Cambridge, UK

Kazue Sako
Waseda University

Tokyo, Japan

Shigeya Suzuki
Project Professor,

Graduate School of Media and Governance,
Keio University

Fujisawa, Japan
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Program Manager,
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Present and Future of a Decentralized Financial System
and the Associated Regulatory Considerations

Introduction

With the advent of ¢eceniralized finance, which generally refers o ‘DeFi", regulalery aulhorities
are paying increasing atlantion fe the privecy, raceability, and identity aspects of DeFi syslems to
address reguiatory challenges thal the development of the cecentralzed financlal technolcgles
bring. While the rap'd development of scaling and privacy enhancing technologies (PETs) by
apan-sourea blockehaln cor could erharca acalsbllity and privacy pretection, lack of
robust manitoring ool cauld adversely Impact the zbility of anforcement officers 1o trace finandial
transactions far financial crime prevertion. As each siaketoldar nas different goals anc
abjactives, there naads to be a venue for constructive clalogue to take place

‘With this in mind, this dosument ersated under the current worketrsam, with contributions from
diverse stakehalders including engireers, ragulators, and financial instittions, aims to provide a
source of referance aspeclaly for regulators and policy makers to have a collect va understanding
by, for example, analyzing recent develapment of major DeFi projects and tecrnical
advancemen's.

Disclaimer: The viaws expressed in the documant are personal views of the participating
members of the BGIN community and sheuld net be seen as the cffical vews or
recommendations of the instibations wlh which they are allilialed)

Copyright stalerment Text o be provided by Internal Governance WG,
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https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.rectvz5nqq1g
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.1ddzni1erlk9
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.b2ycf0wfusz5
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.z4mk1bgoy1xt
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.d7vexsxm4tis
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.vboy0nskrv51
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.mndgom9hzlu2
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.mndgom9hzlu2
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.pq3ngoqwoqgf
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.ui9a07j5tcz9
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.ay4lefvic5h1
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.ay4lefvic5h1
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.9ed2ytsjmy2s
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.v3fxh12p4d49
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.j70raqu2k3yk
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.j70raqu2k3yk
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.n8ypz8ifl5t6
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.n8ypz8ifl5t6
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.fc1a6aon0z7p
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.n8ypz8ifl5t6
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.fc1a6aon0z7p
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.fc1a6aon0z7p
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.kxmgdoaowry6
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.rl9qkstef1f0
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.x6rqplxwd1v0
https://docs.google.com/document/d/1Tko_ERfXBpb8XE4BjvBHVWduFKcq_pIwIriSVZwu_Ic/edit?pli=1#heading=h.x3zsck1tfwx1

Internet Governance as an Ecosystem
International VS. Global

Multi-stakeholder
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Academic Research is still needed

The Case of Internet Technology

Research Business

(University)

Implementation
(Company)

(Company)

The Case of Bitcoin and Blockchain IUTTERRRRRLETR

Implementation Business R O TTTeT

(Company) (CompanY) BETEREELLEER P .
Need -  Research .
rebuild (University)

Satoshi Paper

Innovation by iteration
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NSFNet for the Internet

Research Networks Externalizing Costs

ARPANET CSNet (NSFNET) Commercial ISPs
[ Non-Profit | Making $$$ |
Il 1] 1] I L]
1969 1981 1985 CIX April NSFNET T3 Network 1992
Association 30th —
1991 1995

¥

Berkeley Software Distribution (BSD)
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https://en.wikipedia.org/wiki/National_Science_Foundation_Network#Commercial_ISPs.2C_ANS_CO.2BRE.2C_and_the_CIX
https://en.wikipedia.org/wiki/National_Science_Foundation_Network#Commercial_ISPs.2C_ANS_CO.2BRE.2C_and_the_CIX

BSafe.network: Plays the same role as NSFNet and BSD @

- A neutral, stable and sustainable research test network for Blockchain technology B3afe
by international universities.

- Provide a source of neutral knowledge by academia

- Founded by me and Pindar Wong in March 2016. Each university becomes a
blockchain node.

- Research on Blockchain and its applications
- Not limited to Security. All aspects will be researched.

* Neutral platform

- de-anchored trust of
Blockchain network

* More nodes (with
Neutrality)

« Testbed for academic
research




G20 and International Standard Setting Bodies (SSBs)

G20 Financial Ministers and Central Bank Governors meeting

The Financial Stability Board

Il Basel Committee on
Banking Supervision
International Association
of Insurance Supervisors

Financial Action Task Force (AML/CFT)

International Organization
mm Of Securities Commissions

All the SSBs work on blockchain and crypto assets related issues in some ways.
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A Report by Financial Stability Board (FSB) : published on June 6 2019

35

Decentralised financial technologies

governance implications

FSB report on decentralised financial technologies
considers:

e Financial stability, regulatory and governance
implications of DLT and P2P;

e Sets out benefits and risks of increased use; and

* Underscores the importance of a multi-stakeholder
dialogue.
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A Report by Financial Stability Board (FSB) : published on June 6 2019

Decentralised financial technologies are likely to continue to evolve rapidly. Early liaison
between regulators and a wider group of stakeholders might help ensure that regulatory
and other public policy objectives are considered in the initial design of technical
protocols and applications. This should help limit the emergence of unforeseen
complications at a later stage.

Authorities may therefore wish to enhance their dialogue and cooperation with a
wider group of stakeholders, including software developers, the engineering
community, as well as businesses, academia, and other relevant stakeholders such as
investors, consumers and users. This would help to assess the opportunities and risks of
decentralised financial technologies. It would also enable supervisors to continue to
address emerging issues promptly and use supervisory resources effectively
while at the same time remaining open to the benefits of financial innovation.
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Thank you!
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