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ABSTRACT

The advancement of Bitcoin, ICO and Libra shows that cryptocurrency is gradually
influencing the existence of fiat currency. As a result of this trend, many countries are
actively researching Central Bank Digital Currency (CBDC). Those likely to adopt
CBDC present two extremes. One is for highly developed countries to move towards
cashless societies, such as Sweden, while the other kind takes place in the unstable
economies which have insufficient financial services with no independent fiat currency,
such as Marshall Islands. Issuance of CBDC can benefit Taiwan from tracking the flow
of funds, improving the payment system, implementing negative interest rates for

effective monetary policy, reducing transaction cost and achieving financial inclusion.

At present, most countries have not yet finalized the infrastructure of CBDC. The
detailed design of CBDC, including the issuers and distributors, recipients, issuance
models, issuance types (the relationship with the fiat currency), the underlying
technology, the relationship with cash, and whether to have incurred interest or not, will
affect the relevant rights and obligations in financial acts and personal information
protection acts. This thesis refers to the distinction of small payment and large payment
under Swedish E-Krona, and distinguishes the two following CBDC models: (1) CBDC
serving as an alternative to cash, the Currency Model is fiat currency without interest, and
CBDC uses private blockchain to be directly issued by the central bank (Token-based);
and (2) CBDC uses Electronic Payment Model for large payments with 1:1 exchange rate
to fiat currency, adopting centralized ledger and dual issuance structure, with potentially

lower interest rate than banks (Account-based).

Since CBDC will be directly related to fiat currency in the two aforementioned
models, in addition to the authorization under monetary acts, the special legislation is
required to restrict the central bank from engaging in too many activities that are beyond
its authority. That is, there is a high need for special legislation of financial acts to limit
the central bank’s power under Electronic Payment Model CBDC. Although it is possible
to fine-tune the legislative language and change precedents under existing monetary acts,
the special legislation on CBDC can better cover all the relevant acts of different CBDC

models to maintain consistence in legal and systematic interpretation.

In terms of personal information protection acts, besides complying with the Taiwan

Personal Data Protection Act (PDPA), CBDC in Taiwan may also be subject to the EU

il
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General Data Protection Regulation (GDPR) since CBDC may collect European personal
information. However, there are certain overlapping regulations between PDPA and
GDPR. For instance, the account and transaction information of CBDC are similar to IP
addresses and are considered personal information. Thus, the central bank and its
entrusted private sectors to issue and distribute CBDC shall comply with the principles
of personal information processing. They should prohibit secondary use in general, obtain
explicit consent from people, and undertake security measures, etc. Under GDPR, further
notice should be paid to the impact assessment of biometric identification, the rights to
erasure and correction, and the legitimate processing of automatic decision-making of
smart contracts on the blockchain. To comply with foregoing issues under GDPR, the
legal obligation of the central bank should be specified by the special legislation, or the
central bank should obtain people’s consent or enter contracts with people when they

open the account.

KEYWORDS: Central Bank Digital Currency (CBDC), Digital Currency, Cryptocurrency,

Blockchain, Personal Information Protection
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