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Introduction
Thank you for the opportunity to provide input on the CASSPr consultation paper.

As Asia's leading Digital Asset custodian, Hex Trust i isa fully-li d and insured provider of bank-grade custody for digital assets. Through our proprietary platform Hex Safe™, we deliver custody, DeFi, , and fil
solutions for financial institutions, digital asset te and p i clients. Hex Trust has offices in Hong Kong, Singapore, and Vietnam and is expanding across Europe, the Middle East and the Americas. Hex
Trust does not currently ite within Australia but it is a jurisdicti weareloohngatmmmtemﬂor ible future Our to the ion paper are from the perspective of a provider of services to

institutional clients and professional investors - we do not provide services directly to retail clients - but many institutional clients hold retail assets and there is therefore a strong tendency for retail asset regulatory requirements to be
cascaded through to institutional providers.

# i gy - CASSPr (C ion paper page 10) Hex Trust

Do you agree with the use of the term Crypto Asset Secondary Service Provider (CASSPr) instead of “digital currency Yes - this better describes the proposed scope of the regulations than "digital currency
?

Virtual Asset Service Provider (VASP) is a term commonly used in many regulatory jurisdictions
to cover this area. If VASP is not preferred then we suggest to remove "Secondary” from
CASSP and make it Crypto Asset Service Provider (CASP). Whilst the difference between

2 Are there altemative terms which would better capture the functions and entities outlined above? primary and y mark is , the use of the term 'seoondw in the context of
a service pmvndet could cause confusion, lnplyng some form of indirect service provision. The
Primary/S distinction is ic for most service users - clients view us simply as a

"service provider". We believe this would be particularly the case for retail clients.

Crypto asset definition (pages 10/11)

3 Isthe above definition of crypto asset precise and appropriate? If not, please provide ive suggestions or We believe this is an appropriate definition.

4 Do you agree with the proposal that one definition for crypto assets be developed to apply across all Australian regulatory Yes - this makes absolute sense for clarity md cormstency and it would be even better if one
frameworks? definition could be used across all y

5 Should CASSPrs who provide services for all types of crypto assets be included in the licencing regime, or should specific At this stage we don't see the rationale for excluding some crypto assets from the regulations
types of crypto assets be carved out (e g. NFTs)? and so would prefer all crypto assets to be treated equally.
Policy objectives (page 14)

6 Do you see these policy objectives as appropriate? Yes

The objective of the regulations in our view should be to strike a balance between regulating
activities on the one hand, whilst on the other allowing CASSPrs the ability to differentiate
services and provide ﬂe)ablllty of appmach The crypto asset industry is evo|vmg rap(dy and
needs flexibility to allow inued and i , without a

to bl activity. F i should be directional and
principles-based rather than highly prescriptive.
Regulations should also differentiate between providers of services to retail clients who need a

7  Are there policy objectives that should be expanded on, or others that should be included?

ger degree of protecti p with provi servicing institutional/professional
clients which have the Ik iedg pertise to perform their own detailed due
diligence.
Scope of the ion, types of crypto assets, y duplicati isting vs ing) (page 15)
As ioned in the i i Hemestdoesncloﬁefuypmasse(servioeswreta'l
8 Do you agree with the proposed scope detailed above? From the perspective of providing crypto asset services to professional investors,
the proposed scope il aboveseemsappropmne.
As with QS we do not see the rati for distingui: b different crypto asset types.
9 Should CASSPrs that engage with any crypto assets be required to be licenced, orshwkimerequlementbespecnﬁcb |npnncnplemsbenertohaveaIevelplaymgﬁeldwnlhalluymoassetsregulatedmamiar
subsets of crypto assets? For example, how should the regime treat non-fungible token (NFT) manner. The NFT market is at an early stage of so flexible ion would be
the most ap i
P N N _ ASIC shouldberesponsbleforal aspects of crypto assets and service providers in a
10 :l‘::'dowebesl 1 oy y dupl _0;31;1ensureiha(asfaraspossbleCASSPrsuemtsnrmltxneouslysub}edb P v such that CASSPrs don't have to engage with multiple
Y regi -g. senvi ! a

or y




P d i irdrops, advice, cost of i ion (page 17)

1"

Are the prop igati ppropriate? Are there any others that ought to apply?

These seem approp but the for mini fi | (Obli
S)shouldbedlsmssednmotedeiallssbwhahsafmramreasonablelevelolfnanclal
requirements.

Should there be a ban on CASSPrs airdropping crypto assets through the services they provide?

It is not clear to us why there should be a ban on airdrops which are a normal part of the crypto
asset industry. Processing of airdrops is part of the service a crypto custodian provides.

Should there be a ban on not providing advice which takes into

it a person’s p: in respect of crypto

We assume this means "Should there be a ban on providing advice which doesn't take account

13 assets ona S N or service? That is, should the CASSPrs be prohibited from influencing a personina  of a person's... etc". We believe that service providers should be able to provide factual
manner which would i the p of p advice if it were in respect of a financial product (instead of a crypto answers fo clients’ quesﬂmsbtnshoudstopshond ffering i advice, ially to
asset)? retail clients, unless they are app d,ina slmlarway to fnanual products

The proposed regulanons are largely in line with Hex Trust's and latory
ions in other k Therefore, if we were to become licensed in Australia we do not
P PRSP envnsageanys&gmﬁcantaddmonalcostof ing with the ions as outlined and
14 If you are a CASSPr, what do you the cost of this prop to be? ,Iheyare ina The main exception to this would be
Ihe"— ial quired by ASIC which would clearly be an incremental cost but
cannot be quantlﬁed at this stage.

Alternative option 1 Regulating CASSPrs under the financial services regime (page 18)

Do you support bringing all crypto assets into the financial product regulatory regime? What benefits or drawbacks would this
option present compared to other options in this paper?

On the face of it we would notsupponthls t could makeregulabonofcrypmassdsand
service provi and The dy ics of the crypto world are
very dlffetent from the tradmonal financial services ndusﬁ'y and the regulatory environment
should recognise this rather than adopting a "one size fits all" approach. We should take care
not to unnecessarily restrict crypto innovation.

If you are a CASSPr, what do you the cost of il to be?

N/A

Alternative option 2 Self-regulation by the crypto i y (via a code of for crypto asset services) (page 19)

Do you support this approach instead of the proposed licensing regime? If you do support a should

byan dispute body? Are the principles outlined in the codes above appropriate for

y code of

Voluntary codes of conduct can be seen as ineffective and even self-serving and in our view
wwldn‘t be oonducrve to strengthenng me image and neptm‘hon of crypto. An extemal

they be but best but
Australia? ging
adoption in Australia? should be the best way forward.
18 If you are a CASSPr, what do you estimate the cost and benefits of implementing this proposal would be? Please quantify NA
y where ible to aid the y impact p
Custody obligations to private keys (page 21)
In principle these look ble, but the actual terms of some of the obligations, for example

Are there any proposed obligations that are not appropriate in relation to the custody of crypto assets?

points 3 and 4, would beermcalandwoud need to take account that this is a young industry
without sheet gths and depth of expertise of
traditional financial service providers. For pomt 9 there could be some form of insurance
requirement but again this would need to be pitched at a istic level and

the ability to obtain i cover at ially viable rates.

20 aAbrivtl;reanyaddﬁonalobﬁgaﬁonsmatneedhobe' d in relation to the custody of crypto assets that are not identified Not in our opinion
Thees ae no Inpat for Do you think this is something that is to be Itlsanomulreqmrementlnneedto_eshbbshamnmal_lwcoumryplesenoe such as locally-
2 mandated? Hso M'natwouldttnsrequtementoonsnsioﬂ office and senior Without some form of local
presenuenlsdlfﬁwluoseehowasemce ider can be effectively

Are the detailed above sufficient to appropri fekeep client crypto assets?

Yes - they appear appropri

23

Should further standards be prescribed? If so, please provide details

No

24

If you are a CASSPr, what do you the cost of impl | to be?

this prop

For Hex Trust the marginal cost would be minimal as we believe we already conform to the
ices outlined. See also our to Q14.

Self-regulatory model for custodians (page 22)

Please see our response to Q17. In addition to these points, whilst a self regulatory model
might work for traditional custodians, we question if the crypto industry has the maturity to

25 Is an industry self- slatory mode! appropriate for dians of crypto assets in Australia? regulate itself at this time. A self-regulatory model also runs the risk of becoming a means to
erect obstacles to newcomers into the industry. Furthermore it is not clear how self-regulation
might work in such a fluid juri i /legal i that we find in the crypto world.

26 Are there clear that the app or lack thereof, a self- y regime? No

27 Is there a failure with the current self- latory model being used by industry, and could this be improved? We are not familiar with the current y model and are therefore unable to

28 If you are a CASSPr, what do you the cost of i this propx to be? N/A




Crypto classification (page 24)

Do you have any views on how the non-exhaustive list of crypto asset categories described ought to be classified as (1) crypto

For consistency purposes and to avoid the need to frequently revise the ion, we believe
this should be limited to two broad categories:

29 . N N (1) crypto asset
assets, (2) financial products or (3) other product services or asset type? Please provide your reasons. (2) financial product
This is in line with the classification used by other , for MAS in Singap
30 Are there any other descriptions of crypto assets that we should consider as part of the classification exercise? Please provide No
d ipti and
31 Are there other of crypto asset that are fil p 7 No
32 Are there any crypto assets that ought to be in Australia? If so which ones? No
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