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The Korean Journal of Securities Law, Vol. 24, No. 2, 2023

Review of Key Issues and Improvements to STOs in Practice

Kang, Hyun Koo

ABSTRACT

Focusing on the nature of cryptocurrency as an asset with property value, Korea
amended the Act on the Reporting and Use of Specified Financial Transaction Information
on March 24, 2020, to define cryptocurrency as a “virtual asset,” or “an electronic
representation (including any rights related thereto) that can be traded or transferred
electronically as something with economic value.” Therefore, the term cryptocurrency has
almost disappeared, and the expression virtual asset is now commonly used.

However, since virtual assets have been issued and distributed without regulatory
laws, and have been distributed on virtual asset exchanges, there has been a problem that
users of virtual assets have not been able to receive protection. To solve this problem, the
Act on the Protection of Virtual Asset Users was enacted on July 18, 2023, and provided
regulations focusing on the protection of virtual asset users, but it only focused on the
regulation of unfair transactions occurring on virtual asset exchanges, and did not provide
clear regulations on the issuance and distribution of virtual assets.

In this situation, it is difficult to apply the Act on the Protection of Users of Virtual
Assets, etc. to regulate virtual assets or tokens that have a securities nature, and it has
become necessary to apply the existing Act on the Capital Market and Financial
Investment Business, but there are still issues regarding its application.

Therefore, it has become necessary to examine what issues are being raised in the
case of issuing and distributing virtual assets or tokens with securities properties, and in
particular, with the emergence of the term STO (Security Token Offering), it has become
necessary to examine the concept and legal issues. Therefore, this paper will examine the
significance and legal issues of STO, especially the criteria for judging the securities of

tokens with securities properties, and what practical problems are related to the issuance
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and distribution of token securities, and then examine the improvements.

Key Words: Token Securities, STO, Distributed Ledger, Electronic Registration, Investment

Contract Securities, Revenue Securities, Issuance and Distribution



