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Executive Summary
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The Initial Coin Offering (ICO) and Initial Exchange Offering (IEO) landscape in 2025 has evolved significantly
from its early unregulated years. Today, any token offering—whether utility-based, equity-backed, or asset-

referenced—requires strict legal structuring, regulatory review, and cross-border tax compliance. HPT

Financial Group offers full-spectrum advisory and licensing solutions for projects launching tokens with legal

certainty and long-term viability.

This guide outlines the legal, jurisdictional, and operational requirements of issuing tokens and conducting

public or private sales legally and effectively.

1. Define the Token Type & Legal Characterization

Token Type

Utility Token

Security Token (STO)

Asset-backed Token

Stablecoin

Governance Token
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Legal Nature

Prepayment right or network access

Debt/equity-like instrument with
return

Pegged to fiat, gold, real estate, etc.

Pegged to stable value (fiat or
basket)

Used for protocol voting or DAO
decisions
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Regulatory Notes

Often exempt from securities laws
(jurisdiction-dependent)

Must comply with securities
regulations

May trigger e-money, payment, or
collective scheme laws

Often regulated as e-money or
payment token

Potential overlap with securities
laws depending on control rights
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HPT works with international law firms to deliver token legal opinions for classification under EU, US, Swiss,
and offshore laws.

2. Jurisdiction Selection for Token Issuer Entity

The legal domicile of the issuer determines the applicable laws, tax exposure, and regulatory burden.
Preferred jurisdictions for token issuance include:

« Switzerland (Zug) - FINMA guidance for utility and payment tokens

« Cayman Islands — SPC structures for segregated token issuance

+ BVI - Flexible company law and no direct securities classification

« Liechtenstein — Token and VT Service Providers Act (TVTG)

« Estonia/Lithuania — EU-compliant and VASP-friendly

« UAE (ADGM/DIFC/VARA) — Custom frameworks for tokenization and IEOs

HPT facilitates formation of both issuer entities and foundation structures (if applicable), along with banking
and token escrow services.

3. Structuring the Offering: ICO vs. IEO

ICO (Initial Coin Offering) IEO (Initial Exchange Offering)

Direct sale by project team Sale conducted via regulated exchange platform
Lower upfront cost, but higher risk Higher compliance but offers credibility

Greater marketing flexibility Access to exchange user base

No listing guarantee Includes listing upon completion
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HPT assists with:

Whitepaper/legal documentation review
AML/KYC compliance framework

Drafting Token Purchase Agreements

Liaison with exchanges and market makers

4. Regulatory Compliance Requirements

Launching a token legally involves addressing several layers of regulation:
« Securities Laws: SEC (USA), ESMA (EU), SFC (HK), MAS (SQ), etc.
AML/CFT: FATF Travel Rule, VASP compliance, KYC/UBO tracing
Data Protection: GDPR, PDPA, etc., for investor personal data
Consumer Protection: Transparent marketing, disclaimers, token risk statements
Cross-Border Sales: Must avoid solicitation in restricted jurisdictions

HPT legal teams coordinate multi-jurisdictional legal assessments and block restricted jurisdictions (geo-IP +
T&C).

5. Documentation Checklist
HPT provides or reviews:

« Whitepaper (Regulatory-compliant format)

« Terms & Conditions of Sale

» Tokenomics paper (supply, burn, utility model)
« Legal Opinions (per jurisdiction)

« Smart Contract Audit (via partner firms)

« AML Policy & Risk Matrix

« Marketing Compliance Review

6. Post-Launch Considerations

Token Listing Support: Exchange onboarding and due diligence
Ongoing Reporting: As required under VASP/securities laws

Treasury Management: OTC liquidation, custodian setup

DAO Migration: Legal structuring for community governance

Tax Structuring: Jurisdictional planning for proceeds and team allocations
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Common Red Flags (to Avoid)

« Promising returns without licensed security framework

« Selling into the US without a Regulation D exemption or no-action letter
« Mislabeling securities tokens as utilities

o Lack of AML/KYC policies or UBO traceability

« Using blacklisted payment processors or wallets

Conclusion

A token offering in 2025 is a highly regulated and legally sensitive process. The success of any ICO/IEO depends not just on tech or
marketing, but on bulletproof legal and jurisdictional design.

HPT Group stands as a trusted partner to founders, exchanges, and investors seeking full legal compliance while retaining global
scalability and investor trust.
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