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PILLAR DAO Light Assessment by WACEO AISBL - WACEO AISBL is a non-profit

organization with a mission to provide regulatory clarity to blockchain-based projects.

Such projects include DAOs, NFTs, DeFi, and other blockchain implementations. Notably,

WACEO delivers expert legal advice, assessment services, and business consultation

services. The organization also offers legal representation to entity-less projects. When

working with a DAO, our first course of action is to conduct light assessments on its

existing structure. These assessments enable us to identify and highlight the legal and

regulatory risks and liabilities associated with the DAO.
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This report highlights the results of a light assessment conducted on Pillar DAO. In this

assessment, we consider potential legal and regulatory risks for the DAO in relation to the

MiCa, corporate governance and financial regulations.

DAO PROFILE

Pillar is a multichain wallet operated through smart contracts. This wallet enables its users

to manage various crypto assets. Also, Pillar DAO issues its own tokens known as PLR

Tokens. Holders of these tokens have decision-making powers when it comes to funding

new initiatives or product development strategies. According to Pillar's website, there are

currently 22,000 PLR holders.

RISKS AND REGULATORY ISSUES IDENTIFIED.

Applicable Legal Framework & Dispute Resolution.

As with all DAOs, PillarDAO is not legally recognized in most jurisdictions. This makes it

challenging to determine the applicable legal framework and jurisdiction. However, there

are commonly accepted principles on jurisdiction which might be relevant. With regard to

PillarDAO, these could be the territorial, active personality and passive personality

principles. Territorial encompasses the right of a state to exercise jurisdiction over matters

in its territory. Active personality principle refers to jurisdiction over a state’s own citizen,

regardless of territory. While, passive personality is a state’s jurisdiction right over a

person harming its citizen.

Some interesting observations can be made on the issue of the applicable jurisdiction to

PillarDAO and its smart contracts. The Pillar Project is incorporated as a limited company

in Switzerland and is tasked with running all the company's commercial activities. The

LLC, in turn, is owned by the Pillar Project Foundation, which is also incorporated in
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Switzerland. In addition to these, there is also the 'Pillar Project Worldwide Limited'

�PPWW�. This is based in the UK. In essence, the UK branch acts as a service company

contracted with PPAG to conduct software development. It also ensures the adoption of

the product.

Therefore, it can be assumed that the Pillar Project & smart contracts will fall within the

jurisdiction of Switzerland �Foundation and PPAG� and the UK �PPWW�. Moreover, EU law

will be applicable since the PPAG and Foundation are incorporated within the EU/EEA.

As a result, the following framework may aid in cases where disputes arise:

● Do we have an agreement? Is it valid? - If yes, use the agreement. However, if the

agreement is not valid, continue:

● Is our dispute contractual or not? - If contractual – use rules of Rome Regulation 1.

However, If not � Use the rules of Rome Regulation 2

● In any case: What are the main rules? Any special exceptions, e.g. contract for

carriage of goods or dispute over IP infringement?

● Any other overrides or special rules regarding consumers?

Financial Regulation.

Pillar Project claims to be committed to ensuring compliance with existing financial

regulations. According to the DAO, it follows the Swiss Financial Market Supervisory

Authorities �FINMA� guidance concerning its PLR utility tokens. In addition, Pillar Project

claims to have submitted a questionnaire to FINMA, as required.

Within the UK, the FCA is responsible for supervising AML & CTF for activities concerning

crypto assets. PPWW has registered with the FCA as required. However, the authority has

determined that the current activities of PPWW do not require it to register with the FCA.

On an EU level, all custodian wallet providers and providers engaged in exchange services

between virtual currencies and fiat currencies have to comply with AML/KYC
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requirements. In practice, this means that Pillar will have to comply with the provisions of

the EU AMLD5. For instance, one requirement is that identity registration must be

completed for all wallets that contain at least €150 per year. Moreover, since the AMLD5

also applies to custodian wallet providers, certain measures must be implemented. Such

measures include internal policies, controls procedures, customer due diligence,

record-keeping, internal control, compliance management, etc.

Corporate Governance And Structure.

The key executive members of Pillar DAO are:

● Michael Meselle �CEO & Director)

● Aldin Ademovic �CCO�

● Jack Bass �Head of Marketing)

● Amber Hales �Compliance and Legal Lead at Pillar)

● Andreas Gottlieb �Legal and Compliance at Pillar)

● Vitor PY Brga �Chief Technical Officer)

PPAG and PPWW are subsidiaries of the Pillar Project Foundation. The Pillar Project

Foundation is responsible for managing the general business and the company's assets.

PPAG, in turn, acts as an 'older brother' as it exercises control over PPWW.

The board of the Pillar Project Foundation may delegate any management responsibilities

to third parties. However, it is not permitted to delegate the approval of the annual

accounts, the election of new foundation members and auditors, as well as regulatory

signatory rights. Increasingly, the decision-making powers are being shifted to PillarDAO

token holders. However, it is unclear whether PillarDAO is incorporated as an independent

corporate entity.
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In terms of corporate governance regulation, Swiss law contains several requirements. For

instance, under Swiss law, several laws may apply to LLCs and persons entrusted with

directing them. A number of them are:

● Swiss Code of Obligations

● Federal Act on Mergers, Demergers, Transformations and Transfers of Assets

● Federal Act on the Approval and Supervision of Auditors

● Criminal Code

● Company's articles of association (articles), organisational regulations and other

regulations

For key persons in the Pillar Project Foundation, certain risks might exist with regard to

their fiduciary duties and responsibilities. There are a number of duties that company

directors need to fulfil. Notably, directors can be held liable for certain offences such as

money laundering or failure to prevent the breach.

The European Commission’s Regulation of Markets in Crypto_Assets �Mica) Proposal.

Although there is no official timeline available yet, it is expected that the European

Commission's Regulation of Markets in Crypto-assets �MiCA� proposal will be

implemented by 2024. While the contents of the regulation are not final, the proposal by

the Commission gives a good sense of what to expect. Due to its legislative nature, MiCA

will not have to be implemented into the national law of the member states to take effect.

Moreover, any crypto business wishing to operate in the EU will likely have to abide by the

regulation.

PillarDAO likely falls within the scope of the MiCA regulation due to its business

operations within the EU. PillarDAO is engaged in "the custody and administration of

crypto-assets on behalf of third parties." Thus, it would be regarded as a crypto-asset
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service provider �CASP� under the MiCa. Moreover, PillarDAO would be seen as issuing

so-called “utility tokens." As it is unlikely that any of the exemptions contained in the

proposal would apply, PillarDAO would undoubtedly fall within the scope of the proposed

regulation.

With regard to PillarDAO, section 5 is crucial as it concerns the authorization of CASPs.

For instance, companies will need to receive prior authorization from competent member

state governments to provide crypto-asset services. Additionally, several other regulatory

requirements will have to be met by CASPS.

PillarDAO would likely be considered a custodian and administrator of crypto-assets. If

this is the case, the DAO would be required to have a minimum capital of € 125,000. In

addition, PillarDAO would be required to file quarterly reports on their crypto-asset

positions for each client. Thus, the DAO could be held liable by their customers for losses

that result from hacks or malfunctions.

BOTTOM LINE.

When joining a DAO, the members should not only be aware of the technical but also the

legal and regulatory risks. DAOs must organise to develop and implement compliance

roadmaps to achieve sustainable growth in line with legal and regulatory frameworks. The

various regulatory legal and regulatory risks or challenges of DAOs and the current

legislations regarding their status make the navigation of the regulatory landscape for

DAOs tricky.

This is why WACEO AISBL aims to build a trusted ecosystem of DAOs and competent

service providers. This would allow compliance-seeking DAOs to interact with Service

Providers to support them with the dynamic legal and regulatory challenges. These light

assessments will provide DAOs with the necessary insights they may require to mitigate
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their legal and regulatory risks and liabilities effectively. With these assessments, DAOs

gain an incredible edge in their navigation of an uncertain regulatory landscape.

�Disclaimer: The information for this assessment-coverage was sourced from public sources. The assessment should not be
construed as investment or legal advice. June 2021�
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