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Sign up today, for our latest deep dive newsletters, Pro Blockchain Ecosystems and Pro Deals. Complimentary access is available
for a limited time.
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Japan's top securities regulator says XRP is
not a security

by Yogita Khatri
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QUICK TAKE

« Japan's FSA, the country’s securities regulator, has confirmed to The Block that it views XRP as
a cryptocurrency and not as a security.

« This is the first time the FSA has commented directly on the legal status of XRP.
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Japan's Financial Services Agency (FSA), the country's securities regulator, has confirmed to The Block
that it views XRP as a cryptocurrency and not as a security.

The question has become relevant recently in light of the U.S. Securities and Exchange Commission's
allegation that by selling XRP the firm engaged in sales of unregistered securities — and because just
about one month ago Ripple CEO Brad Garlinghouse said that the firm might leave the U.S. in search
of a more friendly regulatory environment.

"FSA regards XRP as a cryptocurrency based on definitions of the Payment Services Act," the
Japanese regulator told The Block in an email Tuesday. "FSA refrains from making comments about
other authorities' response."

The statement represents the first time the FSA has commented directly on the legal status of XRP.
Last month, Nomura Research Institute published a report, saying that according to the Act, a "widely
accepted interpretation” is that XRP is a crypto asset and not a security.

Shortly after, citing that report, Ripple's investor and business partner SBI Holdings published a press
release saying that XRP is not a security in Japan. It did not cite any direct comments from the FSA.

SBI Holdings did not respond to The Block's requests for comments when reached. Ripple also cited
the Nomura report when reached for comments. The firm did not provide any further comments by
press time.
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According to Japan's Payment Services Act, a digital asset is a cryptocurrency or "virtual currency"
when it is used as a payment method to an unspecified person and when it is not denominated in fiat

currency.

“The term 'Virtual Currency' as used in this Act means any of the following," the FSA told The Block:

"(i) property value (limited to that which is recorded

on an electronic device or any other object by
electronic means, and excluding the Japanese
currency, foreign currencies, and Currency-
Denominated Assets; the same applies in the
following item) which can be used in relation to
unspecified persons for the purpose of paying

consideration for the purchase or leasing of goods
or the receipt of provision of services and can also
be purchased from and sold to unspecified persons

acting as counterparties, and which can be
transferred by means of an electronic data
processing system;

and (ii) property value which can be mutually

exchanged with what is set forth in the preceding

item with unspecified persons acting as
counterparties, and which can be transferred by
means of an electronic data processing system."

Currency-denominated assets mean any assets that are denominated in Japanese yen or a foreign

currency, per the Act.
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"Tokens that are primarily used as a means of exchange - this includes widely known cryptoassets
such as Bitcoin, Ether and XRP," the finance ministry said in a regulatory consultation document
published last week.,
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The U.K. was also previously shortlisted by Ripple for its new headquarters, among other countries, if it
leaves the U.S.

Of course, the FSA determination doesn't mean much for Ripple's looming fight with the SEC. But it
does reflect how governments around the world take divergent viewpoints on regulating digital assets

such as XRP.

Under pressure

Within less than a month since the SEC filed its lawsuit against Ripple, Garlinghouse, and co-founder
Chris Larsen, crypto firms around the world have come under pressure to drop XRP from their
offerings. XRP's price is down by about 35% since the lawsuit. It is currently trading at around $0.30

per token.

5 THE BLOCK | Rescarch Daily XRP Price
mmSEC Lawsuit —Price
$0.70
$0.60
$0.50
$0.40
$0.30
$0.20
$0.10
$_
Q00 00 6000 000 0 000 0 60080600 :''6 59000 OO0 0 o 7 v v vl v v o ™
RSBSOS IR 85855555855

LMAX | Digital tve  3TCUSD $19,818.002.21% ETHUSD $1,329.422.74% B(  usp



https:/www.thepioek €ofpor90923/@832-AT-SN  Document 831-108 Filed 06/13/23 Page 6 of 7  10/14/2022

But in Japan, it appears that XRP trading will be allowed to continue for the foreseeable future — and
that might be enough to lure Ripple there, too.

Ripple has maintained that XRP is not a security and has vowed to fight the SEC charges. Ripple is
expected to submit its initial response to the SEC's charges in the coming weeks,

© 2022 The Block Crypto, Inc. All Rights Reserved. This article is provided for informational purposes only. It is not offered or intended to be used as
legal, tax, investment, financial, or other advice,
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Yogita is a senior reporter at The Block and covers all things crypto. Before joining The Block, Yogita
worked for CoinDesk and The Economic Times. She can be reached at ykhatri@theblock.co. Follow
her on Twitter @Yogita_Khatri5.

MORE BY YOGITA KHATRI

& ZIPMEX

Zipmex review appears to clear CEO over Babel Crypto exchange Coinbase gets license in Singapore

Finance investments gone sour October 11, 2022, 5:11AM EDT EXCHANGES

October 13, 2022, 11:02AM EDT EXCHANGES
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