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United States

+ Security tokens are subject to the SEC under the same laws as traditional securities.

+ On October 3rd, , "Given that most crypto
tokens are securities, it follows that many crypto intermediaries are transacting in
securities and have to register with the Securities and Exchange Commission (SEC)

in some capacity.”

- However, CFTC also prepares to oversee crypto, The Commaodity and Futures Trading
Commission (CFTC) , “The CFTC’s expertise and

experience make it the right regulator for the digital asset commodity market.”

+ Although the SEC repeatedly expressed, both implicitly and explicitly, that it deems
most cryptocurrencies are securities, vast majority of ervptocurrencies are not

registered with the SEC. CHA & KWON

370 W EALRL A

United States (Cont.)

« On September 16th, Biden administration released its first-ever framework on
what erypto regulation in the U.S. should lock like. The main objectives are as

followa:
1. Consumer and investor protection
2. Promoting financial stability
3. Countering illicit finance
I, 1.8, leadership in the global financial system and economic competitiveness
5. Fimancial inclusion

. Responsible innovation

CHA & KWON
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United States (Cont.)

According to , “The President will evaluate whether

to call upon Congress to amend the Bank Secrecy Act, anti-tip-off statutes,
and laws against unlicensed money transmitting to apply expheitly to digital
asset service providers — including digital asset exchanges and nonfungible
token (NFT) platforms.”

- Tighter regulation may be expected to ensure better consumer and investor
protection, as well as financial stability.
« Earlier this year in February,
by the U.8. Securities and Exchange Commission over allegations it

violated securities laws with its retail lending product.

CHA & KWON

A 3 2

United States (Cont.)

o Most Recent STO Case:

1 (May 2021)

represents actual ownership of the Millennium Sapphire, which is the world’s

most famous blue sapphire

CHA & KWON

AT BALEL
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Singapore

+ The taxability of ICO proceeds depends on the rights and functions of the tokens
issued to the investors.53 For instanee, ICO proceeds of a utility token will be
regarded as deferred revenue that is taxable, while ICO proceeds of a security token
will be regarded as capital revenue that is not taxable under the Income Tax Act
(ITA).

+ Souree:

« Most Recent STO Case:

(May, 2021)

CHA & KWON

A o AT

Hong Kong

+ Securities and Futures Commission (SFC) that
“Security Tokens are likely to be ‘securities’ under the Securities and

Futures Ordinance (SFO) and so subject to the securities laws of Hong Kong.”

- However, in the
security token sector to encourage Hong Kong as a fintech destination for
compliant security token offerings (STOs). It now encourages firms to bring
STO proposals to the SFC.

+ Most Recent STO Case:

(July, 2022)

CHA & KWON

cEE R
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Japan

« STOs are regulated under as

electronically recorded transferable rights to be indicated on securities (ERTRISs).

+ Business operators that engage in the business of offering, handling the offering,
buying, selling, or exchanging ERTRISs, or intermediating these activities, are
required to registeras a Type I financial instruments business operator (a Type |
FIBO)

« Most Recent STO Case:

(August, 2022)

CHA & KWON

Ap .l B EAREA

United Kingdom

- SBecurity tokens are categorized as “specified investments” by the Financial
Conduct Authority (FCA) and fall under the Financial Services and Markets
Act 2000 (FSMA).

- Bouree:

- Compared to the US, the UK regulatory framework is much more
centralized and unified thanks to fewer regulatory bodies,
« Only three main players dominate the landscape for crvpto asset regulation: the
Bank of England (BoE), the Financial Conduct Authority (FCA), and Her Majesty's
Treasury (or the “Treasury”).

CHA & KWON

Ab Y B A4
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United Kingdom (Cont.)

- The UK applies its existing regulatory framework for crypto assets which
provide rights or obligations similar to traditional financial instruments. For
this purpose, the Taskforce agrees on three main categories:

+ E-momney (which fits the definition of electronic money in the 2011 Electronic
Money Regulations, e.g. digital representations of the Great British Pound)

+ Security tokens (which fit within categories of finaneial securities applied by UK
law, e.g. tokenized equity or debt instruments)

+ Unregulated tokens (which are neither e-money or security coins— currently, the
UK recognizes utility tokens and coins used as a medium for exchange within this

category)

CHA & KWON

Al B A

United Kingdom (Cont.)

+ While the UK has vet to legally classify erypto assets, it's clear there's movement
ahead. In fact, the UK’s HM Revenue and Customs already on its
crypto assets taxation policy.

« This uncertainty is partly owing to the post-Brexit finaneial landscape; in the wake of the
UK’s landmark referendum on EU membership in 2016, regulating the emerging digital
asset industry lost priovity as officials grappled with more nascent regulatory challenges
of divercing from the EU

The UK government plans to eapture the potential in erypto and boost
innovation not by lowering its standards but by implementing robust and
effective regulation.

* Source:

CHA & KWON
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France

+ Security Tokens are qualified as financial securities within the meaning of

article L. 211-1 II of the French Monetary and Financial Code (MFC). French law
allows for securities to take the form of tokens and be booked in a distributed
ledger 1

The French implementation of the Prospectus Directive 2 applies to Becurities
Tokens Offerings. A prospectus shall be drawn for initial public offerings of
securities and admissions to trading of securities on a regulated market 3
(Article L. 412-1 of the MFC)

+ By way of exeeption, a prospectus is not required for initial publie offerings 4

(Article L. 411-2 of the MFC)

+ Source:

CHA & KWON
| B A} EL A
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