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Abstract

The relevance of the topic is due to the need to specify the circle of participants
in the virtual asset market, since participants are an important element of legal
relations in the virtual asset market. However, a clear circle of them has not yet
been formed. With the development of the virtual asset market, new participants
emerged, which explains the need to specify their circle at the current stage of
market formation. The need for such specification is also due to the fact that
the role and importance of the virtual asset market for the economy of Ukraine,
including for its post-war recovery, require urgent certainty regarding the legal
framework for the market functioning, which, in particular, should concern
participants, which will allow to solve a problem of regulation of other legal
aspects of the market functioning. The purpose of the Art. is to specify the circle
of the virtual assets marker participants and to substantiate their place and role
in this market by means of classification. Based on the provided study, author
specifies the circle of virtual assets marker participants, which are proposed to
be divided into the following functional groups: 1) the main participants — virtual
assets service providers, which, depending on the activities carried out, may be
business entities, the range of which is presented in Art. 55 of the Commercial
Code of Ukraine, business entities established under the laws of foreign states,
as well as decentralized autonomous organizations functioning as virtual
assets service providers; issuers (including miners); offerors; consumers; and
individuals conducting transactions with virtual assets in their own interests;
2) participants with auxiliary functions that provide the necessary conditions
for the functioning of the virtual asset market by providing services (banking,
insurance, legal, consulting, etc.); 3) participants with special functions related
to state regulation of the virtual asset market and self-regulatory organizations.
The author suggests that the concept of "virtual asset market participant” should
be properly enshrined in national legislation.
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of services related to the turnover of virtual assets; market infrastructure; state
regulation of the market.
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AHoTamuia

AKmyansHicmb memu 3YyMo8eHa HeobXiOHICMm0o KOHKpemu3ayii Koaia YyuacHu-
Ki8 pUHKY 8ipmYyaibHUX AKMUBI8, adxe YUACHUKU € 8AXKAUBUM e/leMeHMOM
NpaeosiOHOCUH HA PUHKY BIPMYAIbHUX aKmueis, a uimke ix Kosio i 0oci He
chopmosaro. I3 pozsumrKom puHKY 8ipmyanbHUX AKMUBI8 NOUAU 3 ’SI8JLSIMUCS
HO8l YUACHUKU, U0 NOSICHIOE HEeObXIOHICMb KOHKpemu3ayii ix Koaia Ha nomou-
HoMmy emani popmyeaHHs puHKy. HeobxioHicmb makoi KoHKpemu3ayii maKoiK
3YMOBAEHO MUM, ULO POJIb | BHAUEHHSL PUHKY 8IPMYANbHUX AKMUBI8 0715l eKOHO-
MiKU Oepokasu, 30Kpema i 0as ii NOBOEHH020 8IOHOBNEHHS, 8UMA2AOMb He8IO-
K1a0Ho! 8usHaueHocmi w000 Npasosux 3acald (PYHKUIOHYBAHHSL PUHKY, SIKI
MAOMb CMOCY8AMUCL YUACHUKIB, U0 003801UMb Ypeayto8amu iHULL Npasost
acnekmu (PYHKUYIOHYBAHHSL Ub020 puHKy. Memoto cmammi € KOHKpemu3auyis
KOIA YUACHUKI8 PUHKY 8IPMYANbHUX aKmueig ma obrpyHmysaHHst ix micus U
POl HO UbOMY PUHKY, 30ilicHUSWU ix KracugikysaHHs. 3a pesyssmamamu
npogeodero20 00CNIOIKEHHSI KOHKPEemMu308aHO KOJI0 YUACHUKI8 PUHKY 8ipmYyalb-
HUX aKmuegis, iIKUX 3anponoHO8AHO NOOLIUMU HA MAKL (PYHKUIOHANbHI 2pYNnu:
1) oCHOBHI YuacHUKU — NOCMAUAIbHUKU NOCNY2, No8’s13aHi 3 obopomom gipmy-
ANbHUX AKMUBI8, SIKUMU 3A/IeHHO 810 OLIIbHOCMI MOXKYMb bymu cyb’exmu
20CN00apro8aHHsl, Koo sKkux npeocmaenero y cm. 55 I'K Ykpainu, cyb’exmu
20CcNo0apro8aHHsl, CMEOpPeHL 3210HO i3 3aKOHO00ABCMBOM IHULUX 0ePAA8, A MAKOIK
OeyeHmpasnizo8aHi G8MOHOMHI Op2aHi3auyli, U0 YHKUIOHYIOMb SIK nocma-
UANBLHUKU NOCNY2, NO8’SI3AHUX 3 060pOMOM 8IPMYANbHUX AKMUBLE;, eMimeHmu
(6 momy uucni matiHepu), ogpepeHmu; cnoxcusaui ma ocobu, o 30iliCHIOIOMb
onepauii 3 8IPMYANbHUMU AKMUBAMU Y BAACHUX IHMepecax; 2) yuacHuKu i3
OONOMDKHUMU PYHKUIIMU, WO 3abe3neuyromsb HeobXiOHI ymosu Onsi PYHK-
UIOHYBAHHS PUHKY 8IPMYANbHUX aKMUeie, Haldaruu nocayeu (6aHKi8cbKi,
cmpaxosi, 1puduUUHi, KOHCANMUH208L MOW0); 3) YUACHUKU i3 CneyiasibHUMU
DYHKYIAMU, NOB’AZAHUMU 3 0EPIABHUM PEYJIHO8AHHIAM PUHKY BIPMYATbHUX
aKxmueig, a maKoXK camopeyieHi opeaHizayii. BuciogneHo npono3uyiro cmo-
COBHO HANEIHKHO20 3AKPINJIeHHSL NOHSIMMSL «JUACHUK PUHKY 8IPMYANbHUX AKMU-
8i8» Y HAYIOHANBLHOMY 30KOHOO0ABCMEI.

Knrouoei cnoea: g8ipmyaibHi aKmMugu, pUHOK 8ipmyalbHUX AKMUBI8; YUACHUK

PUHKY; NOCMAUANLHUK NOCAY2; NO8’SI3aHUX 3 00i20M 8ipmyaibHUX aKmueis;
iHhbpacmpyKkmypa puHKY; 0epiasHe pe2ysto8aHHS PUHKY.
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Introduction

Virtual assets market is an important part of the economy. J.-G. Dumas,
S. Jimenez-Garces and F. Soiman pointed out that stakeholders (interested
parties in the virtual assets market) play an important role and can greatly
influence the risks of this market, based on their role and degree of
involvement [1, p. 2]. As it was stated by J. Almeida and T. Cruz Gongalves,
it is no surprise that the virtual assets market has attracted considerable
attention from different parties: media, regulators, individual and
institutional investors [2, pp. 1-2]. The study by A. Copestake, D. Furceri,
P. Gonzalez-Dominguez emphasizes the interconnection between virtual
asset market participants: the most sophisticated investors pay significant
attention to government policy on virtual assets [3, p. 7].

Participants are an important element of legal relations in the virtual
assets market, but their clear circle has not yet been formed. With the
development of the virtual assets market, new participants emerged, which
explains the need to specify their circle at the current stage of market
formation. The need for such clarification is also due to the fact that the
role and importance of the virtual asset market for the state’s economy,
including for its post-war recovery [4, p. 15], require urgent certainty
regarding the legal basis for the market’s functioning, which, in particular,
should apply to participants, which will allow regulating other legal aspects
of the market’s functioning.

Provisions on virtual asset market participants are contained in the Law of
Ukraine "On Virtual Assets", which has not yet entered into force due to the
fact that the relevant amendments to the legislation related to the taxation
of virtual assets have not been adopted. Some issues are covered by the Law
of Ukraine "On Prevention and Counteraction to Legalisation (Laundering)
of Criminal Proceeds, Terrorist Financing and Financing of Proliferation of
Weapons of Mass Destruction"'. Meanwhile, an analysis of the legislation
shows that its provisions regarding the range of market participants are
not sufficiently developed.

The issues of legal regulation of the virtual asset market, and, in
particular, certain aspects of virtual asset market participants functioning,
have been the focus of attention of many Ukrainian and foreign legal
scholars. Among the domestic scholars, the contributions of S.O. Hrytsai
are worthy of note. He identified specific attributes of some virtual asset
market participants [5]. It is also noteworthy to mention the contributions
of R.A. Dzhabrailov, T.S. Hudima and V.A. Ustymenko, who co-authored a
comprehensive analysis of the key priorities for the development of a legal
framework for post-war economic recovery in Ukraine, and mentioned
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importance of the virtual asset market for the state’s economy [4]. It
should be noted that among the foreign scholars whose contributions to
this field are worthy of particular mention are T. Ankenbrand, D. Bieri,
T. Kronenberger and L. Reichmuth. Their research has identified the
following market participants: companies which offer investment products
and services related to cryptocurrencies; retail and private clients;
corporations; family offices; banks and other financial institutions [6,
p- 6]. K. Stylianou and N. Carter also mentioned crypto exchanges and
miners [7]. However, all the participants were mentioned indirectly, and
their circle was not specified, which indicates the relevance of the issue
and the expediency of its study.

The purpose of this study is to specify the circle of virtual assets marker
participants and to substantiate their place and role in this market by
classifying them.

Materials and Methods

The methodological basis of the study is the general scientific and special
methods of scientific cognition used in legal science.

The dialectical method of scientific research made it possible to reveal the
virtual asset market as a complex economic and legal phenomenon, its
dynamics and connection with other legal phenomena.

The application of the comparative tools of the comparative legal method,
which uses synchronic and diachronic methods, made it possible not only
to outline the problem of determining the main vectors of modernization of
Ukrainian legislation in the relevant area, but also to form a rational system
of coordinates for further development of legal regulation of these relations.

The use of the techniques of the special legal (formal-dogmatic) method -
classification and systematization — made it possible to study the set of
legal rules governing relations in the field of virtual assets turnover. When
applying the special legal method, legal norms were considered in three
aspects: what kind of norm is in the law (draft law); whether it is applicable
in this form in certain practical situations; what it should be ideally. The
use of this method helped to clarify the textual meaning of regulatory
provisions, provisions of draft laws and identify their essence.

The special legal method allowed us to interpret the meaning of certain
terms and legal categories, such as "participants" and "subjects".

The method of technical and legal analysis and the general theoretical
method with the use of certain means of normative design technique, to
use and develop the general conceptual apparatus on the research topic.
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With the help of the logical and legal method, the author made proposals
for improving the legislation governing the virtual asset market.

Results and Discussion
Correlation between the categories of "subject” and "participant”

Starting the analysis with the characteristics of virtual asset market
participants and based on the legislative definition of the term "virtual asset
market participant", we can state that the legislator specifies the following
participants: 1) virtual assets service providers; 2) any individual who, in
his or her own interest, engages in transactions involving virtual assets
(Para 12, Part 1, Art. 1 of the Law of Ukraine "On Virtual Assets").

Concurrently, an examination of scientific sources and legislative acts of
Ukraine reveals two key developments. Firstly, there is a discernible shift
towards a more expansive understanding of market participants. Secondly,
there is a notable ambiguity surrounding the correlation between the
concepts of "participant” and "subject".

The textbook on economic law edited by V.S. Shcherbyna states that
commercial relations are characterized by a limited range of subjects in
comparison with civil law, and such subjects are participants in relations
in the field of economic activity, which actually equates these concepts [8,
p. 17]. Similarly, V.I. Polyukhovych posits that the concepts of "subject"
and "participant" in the context of the securities market are essentially
synonymous [9, p. 198]. It should be noted that N.B. Patsuriya concluded
that the concept of a "participant" in insurance legal relations is broader
than the concept of a "subject” [10, p. 331]. O.V. Kolohoida observed that
the terms "participant” and "subject" of stock exchange relations should
be distinguished based on the degree of participation in legal relations.
She proposed that only those participants engaged in stock exchange
relations directly, exercising their specialized economic competencies in the
issuance (issue) of securities and their derivatives, investment, professional
activities on the stock exchange, or its management, should be recognized
as subjects [11, pp. 80-81].

The Commercial Code of Ukraine distinguishes between the concepts
of "participant in relations in the field of economic activity" (Art. 2) and
"subject of economic activity" (Art. 55), recognizing the former as broader
and covering the latter.

In the Scientific and Practical Commentary to the Commercial Code
of Ukraine, edited by V.K. Mamutov, it is observed that the concept of
"participant in relations in the field of economic activity" is a generalized
one, indicating the diversity of such participants and determining the
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specifics of the legal status of each of them. The primary criterion by
which these distinctive characteristics are defined is economic in nature,
specifically the proximity of a particular participant to direct economic
activity. Upon entering into economic legal relations, these participants
assume a purely legal quality, becoming subjects of these legal relations
[12, p. 16].

From the aforementioned evidence, it can be concluded that participants
in the virtual assets market are granted the status of subjects within
this market upon entering into direct legal relations within the market.
Therefore, it is essential to differentiate between the concepts of "participant”
and "subject” based on the extent of their involvement in legal relations
within the virtual assets market. Concurrently, the degree of participation
does not directly determine the circle of participants. Consequently, when
analyzing the scientific literature, it is possible to refer to the works of both
those scholars who have identified participants in certain relations and
those who have identified subjects.

Classification of virtual assets market participants into functional
groups

In order to proceed directly to the specification of the circle of virtual assets
market participants, it seems appropriate to rely on the understanding
of the circle of participants in economic relations set out in Art. 2 of the
Commercial Code of Ukraine. It is important to note that the virtual assets
market is not solely characterized by economic relations. In fact, a multitude
of other relations, including civil and administrative relations, emerge
within this market. Consequently, the circle of participants encompasses
not only economic relations participants but also, for instance, civil
relations participants, such as consumers as defined by the Ukrainian
Law "On Protection of Consumer Rights".

In the Great Ukrainian Legal Encyclopedia, edited by V.A. Ustymenko, the
following subjects of the stock market (securities market) are identified:
issuers, investment investors, professional stock market participants,
associations of professional stock market participants (including self-
regulatory organizations), subjects of organizational and economic powers
vested with economic competence in the state regulation of relations in the
stock market, and individuals, public and other organizations acting as
individual investors. [13, p. 733].

Yu.M. Pavliuchenko specifies the subjects of the agricultural market
and divides them into functional groups: 1) main subjects — agricultural
producers (as the first sellers), professional traders of agricultural
products, buyers (economic entities that purchase products for the needs

82 ISSN 2225-6555. Teopis i npakmuka npasosHascmea. 2024. Bun. 2(26)



Kulyk, O.1. Virtual Asset Market Participants

of production activities or other economic needs); 2) subjects with auxiliary
functions to ensure and facilitate the sale of agricultural products (grain
storehouses, carriers, etc.); 3) subjects with special functions related to the
state regulation of the agricultural market - subjects of organizational and
economic powers [14, p. 385].

Given the above scientific literature and analysis of the legislation on
virtual assets market regulation, it seems possible to specify the range of
participants in the virtual asset market by dividing them into the following
functional groups: 1) main participants; 2) participants with auxiliary
functions; 3) participants with special functions related to the regulation
of the virtual assets market.

Main virtual assets market participants

The leading role among the main participants in the virtual asset market
is played by virtual assets service providers. They are exclusively business
entities — legal entities that carry out one or more of the following activities
in the interests of third parties: storage or administration of virtual assets
or virtual asset keys; exchange of virtual assets; transfer of virtual assets;
provision of intermediary services related to virtual assets (Para 8, Part 1,
Art. 1 of the Law of Ukraine "On Virtual Assets").

That is, providers of such services carry out business activities in the virtual
asset market and are business entities, the range of which is presented in
Art. 55 of the Commercial Code of Ukraine, and acquire the status of a
market participant if they carry out certain types of business activities that
are directly prescribed by the law.

It should also be noted that in accordance with Part 6 of Art. 9 of the Law of
Ukraine "On Virtual Assets", a foreign legal entity that is a participant in the
market of virtual assets and is subject to the law of a foreign state may act
as a virtual assets service providers in accordance with the procedure and
under the conditions established by the National Securities and Exchange
Commission, taking into account the requirements and restrictions
established by the legislation.

At the same time, only a financial institution can provide services related
to the circulation of virtual assets secured by monetary values (Part 6 of
Art. 9 of the Law of Ukraine "On Virtual Assets"). This includes both banks
and non-bank financial institutions.

In the context of a service provider related to the circulation of virtual assets,
it is also worth mentioning a Decentralized Autonomous Organization
(DAO), which can actually perform certain functions of a service provider,
but without any legitimation. S. Van Kerckhoven, U.W. Chohan noted that

ISSN 2225-6555. Theory and Practice of Jurisprudence. 2024. Issue 2(26) 83



Kyauk O. . YuacHuku puHKy 8ipmya/bHUX akmueie

the key terms in the DAO acronym help to partially explain its essence:
"Decentralization" (D) refers to the possibility of dispersing the participant
base through blockchain-based technologies. "Autonomy" (A) means
that a DAO should be able to act autonomously on the basis of available
information, i.e. without external interference, automatically executing
pre-programmed commands [15, pp. 2-3]. U.W. Chohan also summarized
that in 2021 Wyoming became the first US state to recognize a DAO as
a legal entity, and CryptoFed DAO became the first business entity to be
recognized in this way. Although the legal status of a DAO is often unclear,
functionally a DAO can be a corporation without legal status [16, pp. 7-8].
In this context, it is interesting to note the opinion of K. Nekit that "in the
information society, new participants in civil relations, whose legal status
has not yet been determined, but whose existence cannot be denied, are
new participants in civil relations" [17, p. 87].

From the above it can be seen that DAO can perform as a virtual assets
service providers and, in certain jurisdictions, may even have the same
status as a legal entity.

In other words, legal entities established under the laws of Ukraine or of
a foreign state that have been granted an appropriate permit to conduct
such activities, as well as Decentralized Autonomous Organizations, may
act as such a participant in the virtual assets market as a virtual assets
service provider.

In analyzing the first group of participants, it is notable that the scientific
literature indicates that the legislation does not explicitly mention miners
engaged in the mining of cryptocurrencies among the virtual asset service
providers [5, p. 156]. While this assertion is largely accurate, it is important
to recognize that the activities of mining and the issuance of virtual assets
are not explicitly included in the scope of services provided by virtual asset
service providers.

The Law of Ukraine "On Virtual Assets" indirectly mentions such a
participant as an issuer of virtual assets (Articles 4, 16), although it does not
disclose it in any way. Such gaps are eliminated by the draft laws amending
the Law of Ukraine "On Virtual Assets": Draft Law on Amendments to the
Tax Code of Ukraine and Other Legislative Acts of Ukraine on Regulation
of the Turnover of Virtual Assets in Ukraine No. 10225 dated 07.11.2023
(hereinafter also referred to as the Main Draft Law No. 10225) and its
alternative No. 10225-1 (hereinafter also referred to as the Alternative Draft
Law No. 10225-1).

An issuer is a legal entity, including one established under the laws of
another state, or another participant in civil relations in accordance with
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the Civil Code of Ukraine, which issues virtual assets (Para 7, Part 1, Art.
2 of the Main Draft Law No. 10225). At the same time, Para 6 of the same
Art. defines "issuance" as the creation of virtual assets, including the
preliminary creation of virtual assets (by creating all tokens of an issue
prior to a public offering or admission to trading), the ongoing creation of
virtual assets (including as a result of mining) and the creation of virtual
assets in any other way that is not prohibited by the National Securities and
Stock Market Commission and/or the National Bank of Ukraine as such,
which may lead to abuse of the virtual asset market. The alternative draft
law No. 10225-1 in Para 6, 7 of Part 1 of Art. 1 contains the same definition
of an issuer and slightly changes the definition of an issue, excluding the
reference to the need to use this particular method of issue that is not
prohibited by the National Securities and Stock Market Commission and/
or the National Bank of Ukraine.

In light of the aforementioned evidence, it can be posited that the issuer is
a participant in the virtual asset market, a category that encompasses the
miner of the virtual asset.

It is noteworthy that both draft laws introduce another market participant.
Para 17 of Part 1 of Art. 1 of the Alternative Draft Law No. 10225-1 provides
the term "offeror" which is defined as "an individual or a legal entity that
makes a public offering of virtual assets not issued by them or an issuer
that makes a public offering of virtual assets issued by them". A public
offering of virtual assets is defined as a notification to third parties in any
form and by any means containing sufficient information about the terms
of the offer and the virtual assets being offered, enabling potential owners
to make an informed decision to purchase such virtual assets. (Para 19,
Part 1, Art. 1 of the Alternative Draft Law No. 10225-1). Experts in the
virtual asset market refer to a public offering of virtual assets as an Initial
Coin Offering, or ICO. Summarizing the scientific approach, A.C. Moxot6
and her colleagues have provided a summary of the scientific approach,
noting that ICOs are becoming an increasingly popular method for raising
capital for blockchain startups [18, p. 4178].

The issuer also acquires the status of an offeror if it conducts a public
offering of virtual assets it has issued. However, the offeror may also make
a public offer of virtual assets not issued by it, which allows the offeror to
be distinguished as a separate participant in the virtual asset market.

The next major participant in the virtual asset market is the consumer.
Obviously, since there are providers of services related to the turnover of
virtual assets, there are also customers (clients) of such services. In the
view of [.A. Avanesova, Ukrainian legislation is undergoing a period of
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active development in the field of the regulation of the protection of the
rights and interests of consumers of financial services. The main list of
legislative acts containing rules of protection of the rights of consumers
of financial services includes the Law of Ukraine "On Virtual Assets" [19,
p. 16]. However, the Law of Ukraine "On Virtual Assets" still refers to the
fact that the specifics of consumer protection of financial services, as well
as services related to the turnover of virtual assets, are determined by the
relevant laws.

It is also noteworthy to mention another significant participant in the virtual
assets market, as explicitly outlined in the current iteration of Ukraine’s
"On Virtual Assets" legislation. This individual conducts transactions with
virtual assets in his or her own interest. While they may not utilize the
services of virtual assets service providers, they are entitled to possess and
transfer virtual assets, provided that their actions are aligned with their
personal interests. This thesis can be supported by Part 5 of Art. 16 of the
Alternative Draft Law No. 10225-1, which states that the exchange of virtual
assets for cash between two individuals acting on their own behalf and in
their own interest is not considered to be the provision of a service for the
exchange of virtual assets for cash. Therefore, if an individual conducts
transactions in virtual assets in his or her own interest without using the
services of the provider, such individual is an independent participant in
the virtual assets market.

Virtual assets market participants with auxiliary functions

As for the next group of participants with auxiliary functions in the
virtual assets market, it should be noted that they constitute the virtual
assets market infrastructure. A.H. Bobkova and Yu.M. Pavliuchenko
recognized business entities, institutions, organizations that ensure
interaction between participants in relations in the field of environmental
entrepreneurship, provide financial, consulting, marketing, information
and communication, legal, educational and other services to ensure the
organization and implementation of environmental entrepreneurship as
subjects of environmental entrepreneurship infrastructure [20, p. 59].

V.V. Reznikova noted that depending on their position in the real estate
market, all its participants can be divided into three groups: 1) sellers;
2) buyers; 3) service infrastructure, which should also include business
entities — intermediaries (professional participants in the real estate market).
Professional intermediaries in the real estate market include: brokers,
who provide services to sellers and buyers in real estate transactions;
developers, who are engaged in the creation and development of real estate,
including the organization and financing of investment projects, design and
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construction, full or partial sale of objects or their lease (both independently
and with the involvement of other real estate market participants, developers
and investors); redevelopers, who are engaged in the development and
transformation (secondary development) of territories; property managers,
who are engaged in the financial management and technical operation of
real estate objects; analysts, who forecast, prepare, organize and/or support
business operations in the real estate market [21, p. 360].

It seems that in the virtual asset market the purpose of this group of
participants is to create appropriate conditions for the effective functioning
of the market and to ensure its stable operation. At the same time, it should
be noted that in the proposed classification of participants in the virtual
asset market, the concept of infrastructure covers only those who do not
participate in transactions with virtual assets, but create the necessary
conditions for the functioning of the virtual asset market by providing
services (banking, insurance, legal, consulting, etc.) to other participants.

Virtual assets market participants with special functions related to
the regulation of the virtual assets market

Regarding participants with specific functions in relation to the regulation
of the virtual asset market, the following should be noted.

The law refers to the state as a participant in relations in the sphere of
circulation of virtual assets (Para 7, Part 1, Art. 1 of the Law of Ukraine "On
Virtual Assets"). Implementation by the state of comprehensive measures
for regulation, control and supervision of the market of virtual assets,
regulation of the rules of operation of service providers in connection
with the circulation of virtual assets, as well as measures to prevent and
counteract abuses and violations in the market of virtual assets is a state
regulation of the market of virtual assets (Part 1, Art. 16 of the Law of
Ukraine "On Virtual Assets").

A.M. Zakharchenko concurred with the proposition that the state, in its
capacity as a public legal entity, is a party to relations within the sphere of
economic activity. However, he additionally posited that public authorities
act on behalf of the state [22, p. 79].

Therefore, in the virtual assets market, public authorities are responsible
for rationalization, control, supervision, and regulation of the rules of
operation of service providers in connection with the circulation of virtual
assets, as well as measures to prevent and counteract abuses and violations
in the market.

At the same time, it should be noted that given the contradiction between
Art. 16 of the Law of Ukraine "On Virtual Assets" and Paragraph 5 of Part

ISSN 2225-6555. Theory and Practice of Jurisprudence. 2024. Issue 2(26) 87



Kyauk O. . YuacHuku puHKy 8ipmya/bHUX akmueie

1 of Art. 18 of the Law of Ukraine "On Prevention and Counteraction to
Legalisation (Laundering) of Criminal Proceeds, Terrorist Financing and
Financing of Proliferation of Weapons of Mass Destruction" in terms of
defining the system of state authorities carrying out state regulation of the
virtual assets market, the specification of the above system should be the
subject of a separate study. However, the above does not contradict the
conclusion that the state authorities responsible for state regulation of the
market are participants in the virtual asset market.

Meanwhile, the virtual asset market is not regulated by public authorities
alone. Combining different instruments and regulatory strategies in the
best possible way is called "smart regulation" [23, p. 21].

In addition to public authorities, such influence is exercised by self-
regulatory organizations — non-profit associations of various organizational
and legal forms, which are not aimed at making profit from the economic
activities of their members, based on the membership of business entities
united by a common professional orientation of their economic activities
in the field of production or in the market of services (goods), whose main
functions are to regulate the activities of their members by establishing
additional rules and standards for carrying out professional activities
in a particular sector of the state economy, to represent the interests
of their members and to bring to justice those responsible for violating
the norms of the current legislation of Ukraine and the additional rules
and standards developed and adopted by a particular self-regulatory
organization [13, p. 614]. Some self-regulatory organizations are established
as quasi-public entities. However, most others are established as public
organizations [24, p. 13]. In Ukraine, the Public Union "Virtual Assets of
Ukraine" was established in November 2020 by the non-governmental
organization "Blockchain4Ukraine", the blockchain ecosystem "Binance",
and the law firms "Juscutum" and "Arzinger". Its stated objective is the
launch of a virtual asset market in Ukraine, as well as the implementation
of blockchain technology in key business and public sectors [25].

Thus, self-regulatory organizations are virtual assets market participants
whose activity is to regulate social relations in the virtual asset market
by establishing appropriate standards or rules, as well as to monitor
compliance with the requirements provided by them on the basis of
association in specially created organizations.

Proposals for Improving Ukrainian legislation on the turnover of
virtual assets

The aforementioned range of participants in the market of virtual assets
appears to be an appropriate subject for inclusion in Para 12, Part 1,
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Art. 1 of the Law of Ukraine "On Virtual Assets". This would entail the
statement that participants in the market of virtual assets are virtual assets
service providers; issuers; offerors; consumers; individuals who conduct
transactions with virtual assets in their own interest; public authorities
with the power to regulate the market of virtual assets; self-regulatory
organizations; and creators of the necessary conditions for the functioning
of the market of virtual assets.

Conclusions

Based on the provided study, the author specifies the range of participants
in the virtual assets market, which are proposed to be divided into the
following functional groups:

1) the main participants — virtual assets service providers, which, depending
on the activities carried out, may be business entities, the range of which is
presented in Art. 55 of the Commercial Code of Ukraine, business entities
established under the laws of foreign states, as well as decentralized
autonomous organizations functioning as virtual assets service providers;
issuers (including miners); offerors; consumers; and individuals conducting
transactions with virtual assets in their own interests.

2) participants with auxiliary functions that provide the necessary
conditions for the functioning of the virtual asset market by providing
services (banking, insurance, legal, consulting, etc.).

3) participants with special functions related to state regulation of the
virtual asset market and self-regulatory organizations.

The aforementioned range of participants in the market of virtual assets
appears to be an appropriate subject for inclusion in Para 12, Part 1,
Art. 1 of the Law of Ukraine "On Virtual Assets". This would entail the
statement that participants in the market of virtual assets are virtual assets
service providers; issuers; offerors; consumers; individuals who conduct
transactions with virtual assets in their own interest; public authorities
with the power to regulate the market of virtual assets; self-regulatory
organizations; and creators of the necessary conditions for the functioning
of the market of virtual assets.

Further research is required on the legal regulation of the virtual asset
market, with a particular focus on the system of state regulatory authorities
governing the virtual asset market.

Recommendations

The article’s contents are of value to those engaged in the process of
rulemaking, including attorneys, legal advisers, and employees of public
authorities responsible for regulating the virtual asset market.
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