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In today’s world, innovation moves rapidly, including changing how governments, individuals and companies interact with new
technology and its applications. Decentralized ledger technology (DLT) or blockchain offers immutability, transparency, and traceability to
help solve some of the most challenging real-world problems.

Adoption of blockchain technology is driven by a number of factors, including the ability for communities to participate and gain financial
independence, engage in transparent, on-chain payment applications with lower fees, establish digital ownership of a piece of art or music,
preserve natural resources like trees in the rainforest, and many other uses.

In 2023, we witnessed the first digital asset register introduced by a Secretary of State Office in order to modernize the management and
registration of digital assets within the state. This initiative aims to enhance transparency and efficiency in the registration of digital assets,
providing a secure and reliable platform for businesses and individuals to record their digital asset transactions.

The implementation of the digital asset register is expected to attract digital asset businesses, bolstering the State’s reputation as a
forward-thinking, tech-friendly jurisdiction. This initiative facilitates smmoother and more secure transactions of digital assets, potentially
leading to increased economic activity within the State.

This Paper is an excerpt from our recently published Thought Leadership piece: The Rise of Digital Asset Registers in the Global Economy,

which was written to act as a catalyst for the robust dialogue and analysis the industry can have with policymakers and regulators about the
value of blockchain technology as the solution to the many challenges facing society today as both the public and private sector work to
address the needs of communities and constituents around the globe.

Bridging Decentralization and Regulation: The Role of Digital Asset Registers

In the transformative landscape of finance, technology and government modernization, Digital Asset Registers (DAR) will emerge as
fundamental and critical infrastructures, poised to reshape the way we align with regulatory frameworks, while we look to manage and
interact with assets in the digital age. These specialized registers will serve as immutable ledgers that record the ownership and transfer of
various digital assets, ranging from cryptocurrencies to tokenized securities and beyond.

The records to be contained within the DAR’s will be centralized with certain data distributed across different nodes, and the information
captured across the DAR’s may not necessarily be appropriate for blockchain storage, for some of the fundamental reasons:

1. The immutability of blockchain storage does not conform to the “right to be forgotten”
legislation featured in the General Data Protection Regulation (GDPR)

2. Immutability requires information to be loaded into a blockchain to be fully vetted to
guarantee the information is as exact as possible.

3. Centralized organizations will always demand some form of control of information —
making the DAR’s an excellent compromise between centralization and decentralization.

4. \With respect to sensitive information (i.e. voter), many jurisdictions maintain stringent
privacy and confidentiality regulations.
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The DAR will serve as a tool that bridges the new decentralized world with the current centralized world. Their significance lies not only in
providing a secure and transparent record of asset ownership but also in unlocking unprecedented opportunities for innovation,
efficiency, and inclusivity in the global financial ecosystem.

At the heart of their importance lies the transformative potential of the DAR to democratize access to financial markets and assets. By
leveraging blockchain technology, these registers eliminate the need for intermediaries and facilitate peer-to peer transactions, enabling
individuals and institutions around the world to transact and invest in assets with greater efficiency, security, and autonomy

Moreover, DAR’s will play a pivotal role in driving innovation and experimentation within the financial industry and beyond. By legitimizing,
the tokenization through verification of numerous types of assets; including real estate, art, and commodities, these registers will facilitate
transactions of fractional ownership, liquidity enhancement, detailed provenance, and new forms of asset-backed financing

An Operational Framework in Support of Regulatory Development and Compliance

The operational framework for a digital asset register can play a crucial role in informing the development of and aligning to the regulatory
compliance and legislation evolving across key jurisdictions in several ways:

1. Transaction Monitoring/Chainanalysis: By providing detailed transaction histories and real time monitoring capabilities, digital asset
platforms can offer valuable insights into the behavior and patterns of market participants. This data can inform regulators about
potential risks, illicit activities, and emerging trends within the digital asset space.

2. AML Compliance: The DAR will integrate through APIs to Know Your Customer (KYC) solutions as well as ensuring Anti-Money
Laundering (AML) procedures are aligned into to processes in order to support the verification of the identities of users and ensure
compliance with the varying regulatory requirements across jurisdictions. Regulators can leverage the DAR platforms and integrated
capabilities to access information about user identities, transaction volumes, and compliance with regulatory standards.

3. Regulatory Reporting: Digital asset registers can generate comprehensive reports on transaction volumes, asset holdings, and user
activities, which can be submitted to regulatory authorities for compliance purposes. These reports can help regulators monitor the
market, detect potential violations, and assess the effectiveness of existing regulations.

4. Smart Contract Auditing: The DAR rely on smart contracts to automate transactions and enforce business logic. Auditing these smart
contracts can help regulators understand the underlying code, identify potential vulnerabilities, and ensure compliance with
regulatory standards such as consumer protection and financial stability.

5. Market Surveillance: Digital asset registers can facilitate market surveillance by providing regulators with real-time access to trading
data, order book information, and liquidity metrics. Regulators can use this data to monitor market manipulation, insider trading, and
other abusive practices, thereby safeguarding the integrity of the market and protecting investors.

6. Engagement with Industry Stakeholders: Digital asset platforms will collaborate with industry stakeholders, including regulators,
policymakers, and law enforcement agencies, to address regulatory concerns and promote best practices. By fostering dialogue and
cooperation among these stakeholders, digital asset platforms can contribute to the development of informed and effective
regulatory frameworks.
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Overall, digital asset platforms and registers serve as valuable sources of data, transparency, and compliance tools that can support the
development of regulatory compliance and legislation in the rapidly evolving digital asset ecosystem. By leveraging these platforms and
through private-public sector participation, regulators can enhance their oversight capabilities, mitigate regulatory risks, and foster a more
secure and trustworthy environment for digital asset market participants.

Forging the Path: Trends and Considerations in Digital Asset Registers

The evolution of digital assets and decentralized finance (DeFi) has marked a significant paradigm shift in the global financial landscape.
From the emergence of Bitcoin to the tokenization of real-world assets, such as real estate, blockchain technology has enabled innovative
solutions that offer greater efficiency, transparency, and inclusivity in financial markets. Centralized registries, such as Digital Asset
Registers (DAR), play a crucial role in bridging the gap between traditional finance and the decentralized economy, providing a framework
for regulatory compliance, asset verification, and transaction transparency.

The adoption and proliferation of digital assets has seen remarkable growth, driven by technological advancements and regulatory
developments. The importance of DARs cannot be overstated. They bridge the gap between decentralized and centralized worlds,
providing transparency, security, and accountability in the burgeoning digital asset ecosystem.

As we look to the future, several key themes are emerging:

1. Regulatory Innovation: Governments and regulatory bodies are adapting to the rise of digital assets by developing new frameworks and
regulations. Several countries are leading the way in creating regulatory environments that support innovation while ensuring
consumer protection and financial stability. This regulatory clarity is essential for fostering trust and confidence in the digital asset
ecosystem.

2. Financial Inclusion: Digital assets have the potential to democratize access to financial markets and assets, particularly in underserved
regions. By leveraging technologies like blockchain, smartphones, and satellite internet, individuals and businesses in remote and
economically disadvantaged areas can participate in DeFi and access new investment opportunities.

3. Interoperability and Collaboration: The future of digital assets lies in interoperability and collaboration between different stakeholders.
Centralized registries, like the DAR’s, must work seamlessly with blockchain networks and traditional financial systems to ensure
compliance and facilitate cross-border transactions. Also essential are Public-private partnerships for addressing regulatory challenges
and mitigating the risks associated with digital asset transactions and oversight.

4, Transparency and Security: Trust and transparency are foundational pillars of the digital asset ecosystem. DARs play a critical role in
providing transparent and auditable records of asset ownership and transfer, thereby reducing the risk of fraud and manipulation.
Security measures, such as KYC/AML procedures and smart contract auditing, are also essential for protecting investors and
maintaining market integrity.

Looking ahead, the authors contend the role of DARs will continue to expand and provide value as the digital asset ecosystem matures.
These registers will be instrumental in supporting the evolving requlatory frameworks, facilitating compliance, and fostering trust among
all market participants.
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Ihe transformative potential to democratize

Foster Moore®, a Teranet company, — is a global leader and specialist registry software

‘@ RI?;E'J?'I: company focused on digital services for modernizing government. For two decades the
ATeranetCampany team at Foster Moore has developed and maintained online business registry systems, and
a host of other smaller electronic registries across the globe.
Chrysalis DAE — The Chrysalis Digital Asset Exchange provides technology and business
process innovations to the digital asset ecosystem to manage risk, create operational
CHRYSALIS efficiencies, secure transactions, and prove asset provenance and ownership.

Verne® is a cloud-based Registry Aware® platform that delivers a powerful suite of tools to
all government registries, enabling them to be interoperable, to provide accurate, timely

@ Verne’ and trusted data on behalf of government to citizens and business. Verne® is an extremely
flexible platform that has a set of core products that interact with each other to deliver the
business functionality required to operate online registries such as land, business registries,
secured transactions and occupational registries.

Utilizing a patented approach, our Digital Asset Registry, built on the Verne® platform, legal ownership and provenance are immutably
established, with the true record of ownership stored, validated, and monitored to provide confidence in digital assets. The DAR provides
the technology and business process innovations to bring trust to digital assets and enables that critical bridge between cross chain, off-

chain, and on-chain data.

For questions, comments and further discussion please contact: The full paper can be downloaded
Bill Clarke, VP Business Development & Partnerships. by visiting this link
bill.clarke@fostermoore.com bit.ly/DigitalAssetRegister
Justin Hygate, VP Registry Innovation or by scanning the QR code:

justin.hygate@fostermoore.com
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