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Preface

Present to president Donald Trump, SEC Crypto Task Force Division Commissioner Ms.
Hester Peirce:

As part of our ongoing commitment to blockchain innovation, this initiative is crafted with
the goal of actively engaging with the president Donald Trump administration and the SEC's
Crypto Task Force Division. The involvement is intended to ensure that the rapidly evolving
landscape of blockchain technology, specifically the STO+ token model, receives the

attention and regulatory clarity it deserves.

The contributions will focus on addressing key issues in cryptocurrency regulation, such as
ensuring that emerging technologies like STO+ tokens are in compliance with existing legal
frameworks, while also fostering innovation that benefits both investors and users. Working
closely with the Crypto Task Force Division, the aim is to help shape clear, concise, and
forward-looking regulations that balance investor protection with the flexibility required for

new, decentralized financial models.

Documents submitted to SEC Crypto Task Force Written Input in March, 2025:

1. Request Letter No. 250301 - 250305 (Proposal to the US Security and Exchange
Commission (SEC) : Introduction of the "STO+ Token" Classification), Date 03/05/2025

2. Recommendation Letter Supplementary Clarification No. 1 - on STO+ Token's

Platform-based Transfer and Payment Mechanism, 03/23 /2025

3. Recommendation Letter Supplementary Clarification No. 2 - Recommendation for
Exemption from Locking Period for Social-Mined Tokens (ST+) under STO+ Classification,

03/27/2025

4. Recommendation Letter - Supplementary Clarification No. 3 - Recommendation for

Operational Structure and Clarification of STO+, ST, and ST+ Mechanisms, 03/31/2025
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Chapter 1: Economic Model and Liquidity of ST+ Tokens

I. Background

As Web3 and SocialFi continue to evolve, many platforms have adopted a model that
integrates Social Mining with Securitized Tokens (ST+) to incentivize user participation
and content contribution. Under this model, user engagement behaviors—such as
posting, liking, commenting, and sharing—are rewarded with ST+ tokens, which carry

financial value and investment potential.

A key consideration in the construction of such economic models is the release
mechanism for ST+ tokens. In particular, the question of whether to impose a one-year
lockup period on Social Mining-generated tokens has significant implications for the

health of the platform’s ecosystem.

Il. Statement of Issue

Certain platforms have opted to lock ST+ tokens earned through Social Mining for a
period of one year in an effort to project financial stability and discourage speculative

trading. However, such a lockup mechanism gives rise to critical concerns, including:
1. Delayed Realization of Proof-of-Work Rewards Undermines Incentive Effectiveness

Social Mining is inherently based on a real-time incentive mechanism—"earn as you
contribute.” If tokens earned by user activity are subject to a one-year lockup, it creates
a substantial time gap between contribution and reward, significantly weakening users’

motivation to remain active and engaged.
2. Reduced Platform Productivity

The lack of timely economic feedback diminishes the creative enthusiasm of users,
leading to a decline in both the quality and quantity of user-generated content. This in

turn undermines the platform's content production engine and stifles overall growth.



3. Low User Participation and High Churn Rate

If users are unable to utilize or redeem the tokens they have earned—whether for
trading, platform services, or governance—they may perceive their efforts as futile. This
sentiment fosters user dissatisfaction and disengagement, leading to reduced user

retention and slowing network growth.
4. Investor Confidence Erosion and Suppressed Token Value

Investors evaluate the value of ST tokens based on their utility, liquidity, and user
demand. A long-term lockup of user-earned tokens reduces actual market circulation
and disrupts organic price discovery. This can lead to reduced investor enthusiasm and

suppress the long-term growth potential of the token’s valuation.

lll. Recommendations and Countermeasures

To ensure a vibrant and self-sustaining ecosystem, ST+ tokens earned through Social
Mining should not be subject to a one-year lockup. Instead, we recommend

implementing flexible and incentive-aligned release strategies, such as:
1. Partial Real-Time Vesting Mechanism

e For example, release 20% of tokens per week over five weeks.

e Alternatively, allow an initial 30% to be claimable upon earning, with the
remainder released daily or weekly thereafter.

e A conversion cap mechanism (e.g., daily/monthly maximum limits) can be implemented

via smart contracts to prevent mass conversion or market shocks.

2. Activity-Based Vesting Acceleration

e Grant users faster token release rates based on continued platform activity and

task completion.
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e Unlock additional release rights based on account tier or engagement level.

3. Utility-Driven Token Circulation

e Integrate ST+ tokens into core platform functions such as DAO voting, tipping,
NFT purchasing, and content promotion, thereby establishing an internal utility

cycle that reinforces token value and use.

4. Restrict Lockup Terms to Investor Allocations

e Apply long-term lockup schedules solely to investor-acquired ST tokens, not to

tokens earned through user contribution via Social Mining.

IV. Conclusion

In the context of a SocialFi platform, ST+ tokens represent the direct economic
expression of user-generated value. If such tokens are subject to prolonged lockup

periods:

e The productivity of the platform is likely to decline;
e User enthusiasm and participation will diminish;
e Churn rates will rise;

e Market confidence and token pricing may suffer.

Accordingly, it is strongly recommended that Social Mining-generated ST+ tokens
remain liquid and promptly accessible, within the boundaries of applicable securities

laws and compliance frameworks. This approach is essential to fostering a robust,
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scalable, and investor-friendly Web3 social ecosystem.
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Chapter 2: Legal Feasibility of ST to ST+ Conversion

Under the framework of securities law, Preferred Stock typically possesses the
characteristic of being convertible into common stock or other forms of securities (such
as circulating notes) under specified conditions. This conversion is generally governed
by the corporate charter or the terms of issuance of the preferred stock, ensuring that the
shareholder's rights can be converted under certain prescribed conditions. Such

conversions are generally lawful and, in most cases, advantageous to investors.

When discussing the context of cryptocurrency in the realm of Security Token Offerings
(STO+), ST, and ST+ Tokens, a similar conversion mechanism can be designed
following the logic applied to traditional securities. In the scenarios of STO+, ST, and
ST+, the conversion between ST and ST+ is not only technically feasible but also aligns
with the existing securities law requirements. The following is an analysis of the

conversion mechanism between ST and ST+:

l. Feasibility and Reasonableness

The conversion mechanism between ST+ and ST can be based on a similar principle to
the conversion between preferred stock and common stock, utilizing smart contracts to

automate and standardize the conversion process. Specifically:

e Design of Smart Contracts: In the case of ST and ST+, smart contracts can
define multiple triggering conditions, such as reaching a certain market value,
meeting specific timeframes, or fulfilling investor requirements, which would

automatically trigger the conversion.

e Conditions for Conversion: Similar to the conditions governing the conversion
of preferred stock, specific conversion rules can be set in the context of ST and
ST+, ensuring that the conversion is both compliant with regulations and

beneficial to investors.
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ll. Technical Executability

Smart contracts can implement an automated and decentralized conversion. The

specific steps are as follows:

Issuance: Initially, the STO+ issues ST tokens, representing the investor's rights

in the enterprise's securities.

Triggering Conditions: When specific conditions are met (such as asset returns
or platform listing), the smart contract will automatically trigger the conversion
between ST and ST+, ensuring the conversion complies with the established

rules.

Transparency: The immutability and transparency features of blockchain ensure
that each conversion process is traceable and verifiable, eliminating the potential

for human intervention.

lll. Advantages to Investors

The conversion between ST and ST+ provides investors with the following benefits:

Enhanced Rights Protection: Similar to the conversion between preferred stock
and common stock, the ability to convert between ST and ST+ offers investors
flexible options, allowing them to select the most suitable form of rights based on

market conditions.

Opportunity for Capital Appreciation: If ST+ tokens represent higher rights or
future equity potential, investors may benefit from greater returns
post-conversion. The value of ST+ tokens could appreciate as the enterprise or

platform grows, offering enhanced capital appreciation opportunities for investors.

10
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IV. Legality and Compliance with Regulations

According to SEC guidelines, the conversion between ST and ST+ can occur within a
lawful framework. The SEC's oversight of security tokens mainly focuses on the

following aspects:

e Compliance: The design of STO+ and ST tokens must adhere to securities law
requirements, such as issuing to accredited investors and ensuring public
disclosure. The conversion mechanism between ST and ST+ can be
implemented through smart contracts in a way that aligns with the definition of

"securities."

e Lawful Conversion: Provided that the conversion between ST and ST+
complies with legal provisions (such as adhering to investor disclosure, approval
processes, and regulatory frameworks), and does not violate any securities law

regulations, the conversion can be considered legal and compliant.

V. Conclusion

The conversion between ST and ST+ is feasible, reasonable, technically executable,
beneficial to investors, and does not violate the lawful conversion attributes of
preferred stock. Through innovative smart contract design, this conversion can not only
adhere to SEC regulations but also provide investors with flexible rights options and
potential for capital appreciation. This structural innovation, while similar to traditional
securities, ensures both investor protection and maximizes the advantages of blockchain

technology.

11
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Chapter 3: Benefits of Unified Dual-Nature Tokens

This chapter provides a detailed legal and structural analysis of the relationship between
ST (Security Token) and ST+ (Platform Utility Token) under the STO+ framework,
drawing relevant comparisons to both convertible preferred stock and the dual-sided
identification function of a national ID card. The objective is to establish the
appropriateness and legal accuracy of the term "conversion" to describe the

mechanism governing the transformation between ST+ and ST statuses.

I. Legal and Functional Structure of ST and ST+ Tokens

Under the STO+ framework as clarified in Supplementary Clarification No. 3, the ST and
ST+ tokens are two operational states of a single digital token representing different

legal and economic attributes:

e ST+ Token represents the platform’s utility-based or contribution-based state. It
is non-security in nature and is issued to users in exchange for provable
engagement or activity (i.e., Proof of Contribution) within the platform ecosystem.

It carries no voting or dividend rights and is not a financial instrument.

e ST Token represents the security state of the same underlying token, activated
upon satisfying regulatory and contractual conditions. It is legally classified as a
security and carries associated economic rights, including dividend entitlement,

voting rights, or equity-linked rights.

These two states are not separate assets but rather two sides of a single token,
governed by pre-defined conversion mechanisms that allow lawful and rule-based

transformation of the token’s character and rights.

12
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Il. Comparison with Convertible Preferred Stock

The relationship between ST and ST+ can be analogized to convertible preferred

stock, wherein:

e Preferred shares may convert into common shares based on conditions such as

time, shareholder action, or company valuation events;

e The underlying economic value remains linked but expresses itself through

distinct legal rights and privileges in each state.

Comparison ST/ ST+ Token Relationship Convertible Preferred Stock
Criteria
Legal Classification | ST: Security; ST+: Utility Preferred Stock: Security
Convertible Yes, subject to platform and Yes, via pre-agreed
Mechanism compliance triggers contractual terms
Issuance Basis ST+: Performance-based; ST: Preferred: Capital investment
Post-conversion

Rights upon Economic rights emerge in ST Voting and dividend rights
Conversion emerge

This structural parallel supports the use of "conversion" as a legally sound and

operationally precise term for the mechanism within the STO+ framework.

13
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Ill. Analogy to Dual-Sided Government-Issued ID Cards

A practical analogy may be drawn to a government-issued identification card (ID),

which inherently has:

e A front side, displaying personal identity and demographic information for

recognition;

e A reverse side, enabling official data verification or chip-based authentication in

institutional contexts.

Both sides are inseparable aspects of a single ID document, each serving a distinct
purpose depending on context, yet neither being independently valid without the other.
Similarly, ST+ and ST are functionally and legally complementary—one facilitates
platform participation and value creation, the other facilitates securitization and

investment alignment.

Attribute ST/ ST+ Duality Government ID (Front vs.
Back)
Belong to the same Yes Yes
entity
Serve different Platform utility vs. investment Identification vs. Institutional
purposes security use
Require both sides Yes, for full-cycle token economy | Yes, for complete legal
verification

IV. Conclusion: Appropriateness of the Term "Conversion"

Given the legal, financial, and structural analysis outlined above, the use of the term

“conversion” to describe the transformation between ST+ and ST is:

14
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Legally sound within securities and tokenization frameworks;

Operationally appropriate to express the dynamic yet governed change in token

state;

Aligned with real-world financial instruments (e.g., preferred stock);

Intuitively understood through analogies such as identification card duality.

15



Chapter 4: Inapplicability of SEC Rule 144 to STO+

To support regulatory compliance and protect investor interests, we provide the following

justifications to demonstrate that the conversion of ST+ tokens to ST tokens—without an

additional lock-up when entering a trading platform—does not harm the rights or equity of

original ST token holders.

I. Distinct Acquisition Methods and Value Foundations of ST and ST+ Tokens

ST tokens are acquired primarily by early-stage investors (including private placements,
employees, and advisors) through financial contributions or service-based agreements.
As security tokens, ST tokens are associated with rights to potential equity or future

revenue participation.

ST+ tokens, by contrast, are issued as a utility incentive token through verifiable platform

engagement, such as posting, commenting, and community governance participation.

As the origin and underlying value structure of these two tokens are fundamentally
different, the issuance or conversion of ST+ tokens does not result in direct dilution of

the ST tokens held by early investors.

Il. Controlled and Limited Market Impact of ST+ Conversion

ST+ tokens are dynamically and incrementally generated through user contributions and
are only converted to ST tokens upon leaving the platform and entering the secondary

market.

Even upon conversion, the amount of ST tokens derived from ST+ represents a minor

portion of the total token issuance.

16



The ST+ to ST conversion is non-capital raising in nature and does not compete with

original ST investors.

A conversion cap mechanism (e.g., daily/monthly maximum limits) can be implemented

via smart contracts to prevent mass conversion or market shocks.

lll. Equal Rights After Conversion, Without Undermining Original Investors

Once converted, ST+ tokens become standard ST tokens and enjoy identical investment

rights, including trading privileges, voting rights, and dividend eligibility.

Volume ST+ token holders, having earned their tokens through meaningful platform
contributions rather than capital investment, are typically highly engaged community
participants who complement—rather than compete with—early-stage investors,

thereby enhancing platform legitimacy and strengthening the token ecosystem.

Their presence ultimately enhances project growth and long-term token value,

benefiting all ST holders.

IV. Contribution-Driven Growth Benefits Long-Term Investors

ST+ incentivizes community participation, content creation, and DAO governance,

thereby increasing platform activity and user retention.

The gradual conversion of ST+ to ST introduces organic, utility-driven demand into the

secondary market.

This demand supports liquidity, price discovery, and trading volume, all of which benefit

long-term ST investors by growing the overall ecosystem.

17



V. Transparent Smart Contract Mechanisms Ensure Market Integrity

e The entire ST+ to ST conversion process is governed by pre-deployed Smart Contracts

that prevent manual interference.

e All wallet activity, token flows, and conversion data are on-chain and fully auditable via

public blockchain explorers and the platform’s own transparency dashboard.

These transparency measures enable real-time monitoring by regulators and ensure a fair and

compliant trading environment.

18
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Chapter 5: Impact of ST+ to ST Conversion on Original Investors

This chapter examines the adverse impacts of applying the SEC Rule 144 one-year
lock-up period to tokens issued under the STO+ framework, and sets forth the legal
rationale as to why such regulatory treatment is inappropriate for this dual-nature token

model.

I. Negative Impacts of Rule 144 Lock-Up on the STO+ Framework
1. Diminished Economic Efficiency

e Reduction in Liquidity: Imposing a one-year lock-up period under Rule 144
would significantly curtail the liquidity of ST or ST+ tokens, thereby obstructing

timely secondary market access and deterring efficient capital flows.

e Disruption of Price Discovery: Delayed trading activities due to the lock-up
would impair market mechanisms that organically determine fair token valuation

based on the platform’s real-time performance and user engagement.

2. Erosion of Investor Incentives

e Reduced Attractiveness to Investors: The STO+ model is designed to provide
investors with flexible entry and exit points through its dual-token architecture.
Mandating a blanket one-year lock-up, regardless of the nature of the token,

undermines the intended fluidity of investor participation.

e Disproportionate Restriction of Non-Investment Tokens: ST+ tokens are
acquired by users as a result of their non-financial contributions to the platform
(e.g., social engagement and content creation). Subjecting such users to the
same restrictions imposed on capital investors under Rule 144 creates an

inequitable treatment without corresponding justification.

3. Impaired Platform Participation and Ecosystem Development

19
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e Suppression of User Motivation: The issuance of ST+ tokens is fundamentally
grounded in a “social mining” or behavior-based reward model. If these tokens
are locked for a year post-distribution, users would lose the immediacy of reward

realization, substantially diminishing participation incentives.

e Disruption of the Platform’s Economic Loop: The circular economy of the
platform relies on the immediate utility of ST+ tokens in platform-based activities
such as content creation, social engagement, governance, and digital asset
transactions. A rigid lock-up breaks this feedback loop, leading to reduced

platform engagement and ecosystem stagnation.

Il. Rule 144 Lock-Up Requirements Are Inapplicable to the STO+ Framework
1. ST+ Tokens Are Not Issued as Investment Securities

ST+ tokens are not issued through capital-raising activities and do not constitute equity,
debt, or claims on dividends. Rather, they represent merit-based acknowledgments of
user contributions to the platform’s development and governance. As such, they fall

outside the definitional scope of securities as contemplated under Rule 144.
2. ST+ Tokens Are Utility Instruments Prior to Any Exchange Listing

Before being made available for trading on regulated secondary markets, ST+ tokens
function solely as utility tools within the platform. Their usage is confined to non-financial
purposes such as voting, content promotion, and platform access. As such, they do not
exhibit characteristics of speculative investment instruments subject to resale

restrictions.
3. Dual-Nature Design of the STO+ Framework

The STO+ model expressly distinguishes between:

20
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e ST Tokens, which represent investment rights and are compliant with securities

regulations; and

e ST+ Tokens, which are earned through platform interaction and serve economic

and governance functions within the ecosystem.

Only when an ST+ token holder elects to convert or trade their token for ST or on a
public exchange does the token potentially acquire a securities character. Until such

conversion occurs, ST+ tokens remain functionally distinct from investment securities.
4. Regulatory Recognition of Structural Innovation

The STO+ framework is architected to maximize investor protection and user
engagement by limiting the supply of investment-grade tokens (ST) while incentivizing
active and productive participation through behavior-based issuance (ST+). Applying a
one-size-fits-all securities regulation such as Rule 144 to both types of tokens would not
only distort this carefully calibrated model but also undermine the SEC’s broader
mandate to promote capital formation, innovation, and investor choice. Insisting to apply
Rule 144 on this innovative STO+ framework would go against the SEC’s principles of
facts-and-circumstances analysis and would not support responsible token innovation

while maintaining safeguards for public investors.

lll. Conclusion

While the SEC Rule 144 one-year holding requirement may be appropriate for securities
issued pursuant to capital-raising exemptions, its application to the STO+
model—particularly to ST+ tokens—is both economically counterproductive and legally

unwarranted. The ST+ token:

e Is earned, not purchased;

21



e Serves a utility, not investment, purpose prior to conversion; and

e Represents a fundamental component of a self-sustaining Web3 economic

ecosystem.

Therefore, we respectfully submit that ST+ tokens issued under the STO+ framework
should be expressly exempt from the Rule 144 lock-up period to preserve the model’s

regulatory integrity, economic efficiency, and user participation incentives.

22
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Chapter 6: Comparative Analysis of ST and ST+ Dual-Nature Token vs Dual-Token
Model

This chapter presents a comparative evaluation of the STO+ framework, which
integrates both Security Token (ST) and ST+ functional utility attributes within a
single dual-nature token, versus the conventional bifurcated model using two separate
tokens—one for securities and another for platform utilities. The analysis draws from
eight foundational policy and legal reports and highlights why the unified token structure
offers superior investor protection, increased productivity per capita, and greater

regulatory alignment under SEC standards.

l. Investor Protection and Benefit in the Unified Token Design
1. Integrated Rights and Functionality Enhance Investor Value

Unlike the two-token structure which forces a separation between investment and
platform participation, the ST/ST+ unified token grants investors both economic and

participatory rights:

e Economic Value (ST Side): Investors can receive dividends, capital gains, and

governance rights associated with securities ownership.

e Utility Value (ST+ Side): The same token allows access to platform features,

payment for services, and engagement in community decision-making.

This integration ensures that the investor is not required to exchange or manage multiple
tokens to extract full platform value, streamlining usability and reinforcing long-term

engagement.

23
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2. Reduced Fragmentation Mitigates Arbitrage Risks

A two-token model introduces operational complexity and potential for regulatory
arbitrage or manipulation between the investment and utility tokens. The STO+ model,
by contrast, prevents price distortion and confusion by consolidating these rights into
one transparently structured token, backed by on-chain conversion mechanisms and

governance protocols.
3. Improved Liquidity and Capital Flow

One token means greater market depth, as all demand and liquidity are concentrated
into a single trading pair. This attracts institutional interest and improves investor exit

options without compromising compliance or investor protections.

Il. Greater Productivity Per Participant
1. Unified Incentive Model Increases Engagement

With a single token that carries both investment and participatory utility, users are
incentivized to create, contribute, and invest more actively. In the STO+ framework,

this dynamic fosters an "earn-to-own" or "engage-to-invest" model where:

e Every user contribution (social, economic, or creative) has a direct impact on

token value.

e The investor base is not limited to capital providers, but includes

value-generating community members.

As such, token productivity per user increases, generating higher economic outputs
per capita than a bifurcated system, where utility users and investors remain segmented

and isolated from one another.

2. Real-Time Value Feedback Enhances Platform Performance

24
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Since users can immediately see the financial reflection of their activity in token
appreciation, behavior becomes aligned with the health and profitability of the platform,

creating a positive feedback loop of productivity and market growth.

lll. Enhanced Regulatory Transparency and Compliance
1. Simplified Auditability and Reporting

With a single token structure, all investor rights, distributions, and conversion
records are maintained within one smart contract and one ledger framework. This

simplicity:

e Minimizes administrative complexity.
e Eases audit procedures.

e Reduces the risk of cross-token regulatory gaps that may arise under SEC

oversight in a two-token system.

2. SEC Law Alignment: Functional Parity and Structural Clarity

The STO+ framework’s dual-nature token maintains strict functional separation while

remaining technically unified, ensuring that:

e Security aspects (dividends, capital appreciation) comply with the Securities Act

of 1933 and related SEC interpretations.
e Utility aspects (payments, governance) comply with the functional definitions

established in the SEC’s Framework for “Investment Contract” Analysis of Digital

Assets.

25
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This duality—enforced by conversion rules, time-based issuance limits, and audited
platform behavior—offers structural clarity that is more in line with SEC objectives than

two loosely coupled tokens with unclear interrelations.
3. Facilitated Oversight with Smart Contract Control

Through regulated and auditable conversion mechanisms (as proposed in

Recommendation Letter Supplementary Clarification No. 2), the unified token allows:

e SEC-recognizable tracking of token transitions from ST+ to ST.

e Event-driven compliance (e.g., vesting, KYC triggers, anti-fraud measures). This
reduces regulatory uncertainty while enhancing tokenholder transparency and

trust.

IV. Conclusion: STO+ Unified Token as a Superior Legal and Economic

Instrument

The STO+ dual-nature token structure represents a regulatory-optimized innovation
that delivers the best attributes of both security and utility tokens in one compliant,

auditable, and productivity-enhancing asset. Compared to two-token models, it:

e Offers superior investor protection and usability.
e Boosts individual productivity and platform efficiency.

e Achieves higher compliance compatibility with existing U.S. securities law.

Therefore, under the STO+ model, the unified token solution not only adheres more
closely to SEC standards but also materially advances the goals of capital formation,

market integrity, and digital financial innovation.
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