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UNISWAP 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 Uniswap DAO. In this

report, we conduct an analysis of legal and regulatory risks of the DAO's structure

through the lenses of intellectual property and investment laws.

DAO PROFILE

Uniswap DAO is the organization responsible for the maintenance and development of the

Uniswap decentralized exchange. The decentralized exchange allows users to exchange

one crypto asset for another in a peer-to-peer manner. This gives users considerably

more control over their assets relative to centralized exchanges that take custody of

assets. Importantly, Uniswap token �UNI)holders have control over the governance of the

decentralized exchange.

RISKS AND REGULATORY ISSUES IDENTIFIED.

Financial Surveillance Laws.

Several regulations are being developed that could affect Uniswap. An interesting

example of this is the recent FATF Guidelines. Under the guidelines, owners/operators of

the dApp are ‘likely to fall under the definition of a VASP. This is emphasized further

where the FATF Guidelines articulate that 'the owner/operator is likely to be a VASP, even

if other parties play a role in the service or portions of the process are automated.'

These guidelines require Uniswap users to be identified and have their personal data

stored in secure storage. However, such a requirement goes against the very notion of

permissionless blockchain-based technologies. In addition, such a requirement creates

data protection and security risks for users in the decentralized exchange.
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Investment Laws.

The $UNI token could be considered unregistered security under the Howey test.

According to a 2017 Coin Center blog post, airdropped UNI tokens may still be subject to

"securities regulation." Secondly, people may hold the token with an expectation of a

profit rather than its utility. This appears to be the case, given the small proportion of

token holders actually involved in the governance of the network. Finally, the value of UNI

could be influenced by the efforts of an identifiable party — UniSwap. This could result in

security issuance violations and legal and regulatory risks for the Uniswap limited liability

company.

Intellectual Property.

Uniswap V3 launched under the Business Source License 1.1. This limits the use of the v3

source code in a commercial or production setting for up to two years. Although it delivers

lower levels of decentralization, it was implemented to counter a number of vampire

attacks on their community. However, a Binance Smart Chain called Holaswap has

recently forked them. Legal ramifications could follow if it is possible to trace the

anonymous developers.

Applicable Law.

It is uncertain which jurisdictions will be applied for these issues individually. This will be

dependent on the location of the legal harm and the legal procedure of the dispute.

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 organize to develop and implement compliance

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

These light assessments will provide DAOs with the necessary insights they may require

to mitigate their legal and regulatory risks or 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. July 2021�
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